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STRATEGIC ADVANTAGE

Uniqueness

by the customer Low Cost Postion

Industrywide :: .-__
Particular
segment only
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Potential
approaches
to achieve

competitive
advantage

MANY

FEW

FRAGMENTED | SPECIALIZATION

STALEMENT

SMALL LARGE

Size of advantane
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Strategy
CLEAR UNCLEAR

Success

EFFECTIVE e Past

e [uture

Past Success =
Future doubtful

Operations R
Past Success Failure |
Future Failure A
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COLLECTING
FIELD DATA

SOURCES:

|

|
5
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CATALOGING THE
DATA

DIGESTIVE
ANALYSIS

\NA

zje%

Files on competitors

Competitor library and assigned.
librarian or competitor analysis
coordinator s

Abstracting of sources

Computer cataloging of sources
and abstracts

Ranking data by the reliability of
the source

Summaries of the data

* Digests of competitors’ annual mpu‘h

Quarterly comparative financial
analyses of key competitors

Relative product line analysis
Estimation of competitors' cost

curves and relative costs i
Pro-forma financial amtmw i
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COMPILING THE
DATA

Files on competitors

CATALOGING THE Competitor library and assigned
DATA librarian or competitor anatya S
coordinator
Abstracting of sources
Computer cataloging of sources
and abstracts

Ranking data by the reliability of
DIGESTWE the source

ANALYSIS Summaries of the data

Digests of competitors’ annual reports
Quarterly comparative financial
analyses of key competitors

Relative product line analysis
Estimation of competitors' cost
curves and relative costs

Pro-forma financial statements on
competitors under different scenarios
about the economy, prices, and
competitive conditions
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SOURCES: SOI.IF!"'.‘ES:.

L

* Sales lorce * Arbcwea

. I.r'h:.ru‘ur-r‘l.;] staff & Newspaper in ¢

* Dstribution channels locations

* Supplers * Want ads

* Advertising agencies * Government documents

* Personnel hired from * Speeches by management
competitors * Analyst reports

* Professional meetings * Filings to government and

* Trade associations regulatory agencies

* Market research firms * Patent records

* Heverse engineering * Court records

* Security analysts * Elc.

* Elc.

CATALOGING THE
DATA

. DIGESTIVE
ANALYSIS
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derstanding Societal-Corporate Lin

Hardware
(Technology)

Software
(People)

Macro Micro
Societal Corporate

Tax Policy
(Depreciation)

RandD
Science Policy

(R and D) Plant & Equipment
. Production Processes
Energy Policy
(Raw Materials)

Cultural Values

Business and Orga mzat]onal ;.%F‘ !
Government Structum - ~;.;
Educational Policy
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(71 INDUSTRIAL SECTORS)

Technological Level
(number of sectors)
U.S. W.Eur.
Japan superior to 2 2
Japan equal to 41 55
Japan inferior to 26 :
Not rated 2

e: Vision of Industrial Policy in the 19

()
LS
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SOCIAL VALUES

Individualism
Equality
Mobility
Competition
Liberalism
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Groupism
Hierarchy
Stability
Harmony
Conservatism



DECLINING PRODUCTIVITY
(Engineers)

# of
Graduates

# of Lawyers

____________ # of Engineers

Time
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Robot-Price/
Worker Price Gap

10 Yrs. 5Yrs. Now
Ago Ago |
Electronic control in robot = 50% of total cost
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o Tl

e
Externally oriented
planning

Increasing response to
markets and competition

Thorough situation anal-
ysis and competitive
assessment

Evaluation of strategic
alternatives

Dynamic allocation of
resources

Strategic manage
Orchestration of a
resources to create
petitive advantage

Strategically chosen plah- 3
ning framework ;

Creative, flexible planning

‘ processes

Supportive value system
and climate
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YNENT RATIO OF ELDERLY POPUI
(65 YEARS OLD AND OVER)
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'NDICATORS OF JAPAN’S

“RODUCTION EMPHASIS
Wide definition of robots (sequence machines),
Narrow (playback robots)
Japan—Eight times West Germany 6.7 Times
Fourteen times the U.S. 1.4 Times
Japan 14,000
U.S. 3,255
W. Germany 850
Sweden 600

Italy 500
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Industrial Competitiveness —
No Contest

e e

— Switzerland

I N\ ctherlands
NGB France
TN Australia

_New Zealand

oA Denmark
Britain
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UNDERSTANDING JAPAN:

Fastest growing major economy
Canada’s second largest trading partner
Major investor in Canada

Key country in Pacific rim

Competitor in Canada’s major market:
the U.S.

e Source of new management techniques
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CHANGES IN THE PROFESS]
ONAL ORIGIN
PRESIDENTS FOR 100 TOP U.S. czﬂﬁfpﬂw"‘“

from 1948-1952 1973-1977
60%

|

1953- 1958- 1963- g
1957 19R/2 1027 14?29. 1973-
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Phase |
Basic financial planning

Effectiveness of formal
business planning

More etfective planning
for growth

Environmental analysis
Operational control
Multi-year lorecasts

Static allocation ol
gt Flgw:
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19560 1980 mid-1980s

1. High-tech industries (15-20% of GNP)

Aircraft/Space, data processing, electronics, new
energy, life sciences, new basic materials, etc.

2. Key industries (15-20% of GNP)
chemical, etc.

3. Other industries:
Agriculture and fishery, construction, electric

power and gas, wholesale and retail, finance and
insurance, services, etc.

Source: MITI
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How QC Circles Work

| ~ Fﬁrmatlon ; Registration IMPROVEMENT

ACTIVITIES
— of QC circle

- of QC circle

. QC circle grand meeting Conclusion
of each division

Confirmation
of effect

QC circle grand meeting
of plant

3 circle grand meeting
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Stockturn of Motor Vehicles (197

U.K. under performs  Japanby 215%
US.A.by 146%

by 16%

—
N
i
©
-
[
7y
-
<

Ratio of inventory to sales and GNP:
Japan = 40% of North America
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Japan

West Germany
U.S.A.

Australia
Denmark
United Kingdom

3.1 times
3.0 times
3.0 times
2.3 times
2.3 times
1.8 times
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U.K. Under-

2%
67%
67 %
28%
28%



JAPANESE PLANNING:

Primary Sector Intermediate Secondary Mfg.

Minerals Iron and steel CARS
Consumer goods
Appliances
Sectors Fuels Petrochemicals Plastics
Cameras
Food Industrial equipment
Commodities (Micro circuits) Etc.
Transportation Technology Marketing info
r°"°y Logistics Global economics R & D support
LSS Infrastructure Cost elements Tariffs
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Cost $

QC Philosophy

Traditional
Quality
Control Approach
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'NDICATORS OF JAPAN’S
PRODUCTION EMPHASIS

Rating of numeric control machine tools to
total machine tool production: U.S. and Japan

1973 1974 1976
U.S.A. @83 121 145

Japan e 198 277
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The Labour Market Model

External

Market trends
Social values
Business cycle

Organizational
consequences

— _EesC¥C
internal

Labour force policies

Adoption of technology

Open Entry, ease of
entry/exit: Labour cost
flexibility

Hiring, firing of workers
Mobility influenced by
labour market wages
Low training

Onus on management
to apply knowledge

Probability of labour
substitution strategy

Worlfer-technology
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Highemployeeturn-over
High tardiness

Low job satisfaction
Employee commitment

Low labour commitment
to technological change

Limited premium on
learning skills

High costs of innow



An ishikawa Cause/Effect Diagram For Quality Control Analy
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The Human Capital Model

External
Market trends Organizational
Social values consequences
Business cycle

Internal Closed entry-exit:
High fixed labour costs
Careful screening Low turn-over
processes Low absenteeism
High worker training

Labour force poliices Limited labour mobility High employee

commitment

Limited worker- _ Low cost of innovation
management conflict High commitment to

organizational learni
Adoption of technology Emphasis on learning skills

Bottom up decision making
Premium on timing of changes
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COLLECTING

FIELD DATA

SOURCES:

Sales force
Engineering staff
Distribution channels
Suppliers
Advertising agencies

Personnel hired from
competitors

Professional meetings
Trade associations
Market research firms
Reverse engineering
Security analysts

Cém

COLLECTING

PUBLISHED DATA
SOURCES:

® Articles

® Newspaper in competitors'’
locations

Want ads

Government documents
Speeches by management
Analyst reports

Filings to government and
regulatory agencies

Patent records

Court records

® Fic.
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JAPANESE PRODUCTIVITY:
ATOTAL SYSTEM

F_PRODUCTION:

Technology
Unit Cost

MARKETING:

Global
Horizons

PEOPLE:

Careers

Continuous
Training

FINANCE:

Long Term
Growth

Cash
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Production emphasis
Global horizons
People + Technology = $Success

Desk planning vs. Decision implementation
Perfect functional strategies

Planning: Maximizing ROI vs. Strategic vulnerability
Managing through people

DSC_1703.JPG



Product Target
Line Markets

Finance
and
Control
GOALS

Definition of Objectives for
Research how the profitability
and business is  growth, market
Development § going to share, social
responsiveness,
etc.

Manufacturing
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Company
strengths and
weaknesses

Competitive

Strategy
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WHAT DRIVES WHAT THE COMPETITOR
THE COMPETITOR IS DOING AND CAN DO

CURRENT STRATEGY
How the business is currently
competing

COMPETITOR’S RESPONSE PROFILE
IS the competitor satisfied with
its current position? vulnerable?

What likely moves or strategy What will provoke the g_featea_‘t_-ja"f
Shifts will the competitor make?  and most effective retali tion by .

the competitor?

Where is the competitor™

ASSUMPTIONS CAPABILITIES
Held about itself and the Both strenaths and
HEW PPN W
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Potential entrants

#

INDUSTRY
COMPETITORS

#

Firms producing
substitute products

Suppliers >
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COMPARISON OF JAPANES
AND U.S. SEMI-CONDUCTORS
(Test period, four months)

Japanese A % FAILURE
Panies oONARRIVAL  PER 1000 HRS
A 0 0.01 89.9
B 0] 0.019 87.2
C 0 0.012 87.2
American
Companies
A 0.19 0.09 86.1
B 0.11 0.059 63.3

C 0.19 0.267 48.1
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INDICATORS OF JAPAN’S
PRODUCTION EMPHASIS

Rating of numeric control machine tools to
total machine tool production: U.S. and Japan

1973 1974 1976
U.S.A. 086 1231 145
Japan ae 188 277
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