


tan. Bu, In my experience, managers tm often and to” 
wlllingly launch themsetves Lnt” “Id-fashioned competitivc 
battles. It’s támiliar gmund. They know what t” do. how t” 

ITght. ‘Thcyhaveamuch harder time seeingwhen an effectíve 
cusbmatiented stratcgy could avold the bsttle alto- 
gether. 

The Big Squeeze 
D,,r,,,~ the late 196(ls and early 1970s most Japanese 

companles locused thdratte”ti”* on reducing costs thmugh 
pmgrams like quall~ circles. value englneerlng, and zcn, 
defects. As these companies wnt global. however. they 
began to concentrate instead “n d¡fferenUaUng themselvcs 
from ti-,& compedtom. ll& heavy investment in cornpeti- 
“ve d,,Tmntk,t,on has n”w gane tm far. it has abady 
pass.ed the pdnt “f dimtn~shing returns -trx many modcls, 
toa -y gadgets. toa -y bells and whistles. 

‘MS producdvl~y-through-aulomation mute is “ne way 

ta go. In ka. f”r commodity products such as bcarings IL 
my be the “nly way. Once you start dnwn this path. 
howwer, yau have t” f”ll”w it r$qbt t” the end. No turning 
back. NO stopping. ~ccause torean wa@s are so low that 
rlotbhg less than a total commitment to eumlnatlng labor 
contentuillsuffkìce. AndChina,withwa~~rates,ustone-fifth 
of those in the newly industialized e:“n”mlés, $s not lar 
behindK”reaa”dTaiwaninsuchlIghtindustriesas textiles. 

foutwear, and watchbands. Although the currcncies of the 
newly industrialtzcd economies are n”w moting up rclaUvc 
ta, the dollar, the dillerence In wage ntes is still great enough 
t” rrquire the fiercest ktnd of across-the-board determina- 

tion to ge, rid “f labor confent. 

Today. as a result, devisilsing effectlw customercriented 
strategies has a spedal urgency for these companies. A 
number “f the largest and most succcssful face a m-n 
pmblem - the danger of be@! trapped between lau cost 
pmducers in the NIEs lncwly industriallzcd emnomies) and 
hígh-md pmdums In Eumpe. While this threat conccms 

manage= in d the mjor industrial t~~n”tie~, in Japan. 
where the danger Is most lnmcdiate and presalng. It has 
quickly led c.xnpanies to retbink thelr famillar strate@ 
goals. As a co”seq”ence. they are redlscoverlng thc primaly 

hnportanrr ol Iocusing an customers In aher words. the 
impartance “f gcttlng back tc what stratqy 1s really about. 

In Japam today. thc bandwrittng Is “n the Wall for many 
Indusbies: the stratqic pos‘tlonlng tbat has senvd tbem so 
well in the past Is no longer teMbk% 
On onc side, there are German compantes maklng top-f- 
the-Une pmducts Uke Mercedes or BMW in automobiles. 
c”mma.ndlrq auch h’gh príces that even elevatal cost levele 
do nat grAly hurt pr”0tability. On the “ther are low-price. 
high-volumc pmducers llke K0rpa.s Hyundai Samsung, and 
Lucky Goldstar. Tlxse compantes can make pmducts for 
less tha,, halfwhat it costs the Japanese The Japancse are 
beingcaughtintbcmiddle: theyareablenelthertocommand 
the hmense margins “f the Germans nor tc undercut thc 
rock-bottom wages “1 the Koreans. ?he result LS a painful 
3q”eeZE. 

lf you are the leder of a Japanesc Company, what can 
,wu do? 1 see thrce possibilities. Rrst, becase Korean pro- 
duc”v,ty LS sti,, quite low. y”u can challrnge them dirrctly “n 
costa Yes, thetr wages are often as little as one-scvcnth t” 
me-tentholyoum. Butifyou a&qrcssivdy takelaborcontent 
OU, olyour pmducts. you can closc “r even reverse the cost 
gap, In pmctice. this means pushing hanl and af 
considerable expense toward fuU automtion, unmanned 

opelatíons. and totally fle?sble manufactuurlng systems. 

A semnd way “ut “1 the squeeze is for yo” t” mow 

upmarket whrrc the Gennans a-e. In theory this might be 
appcaling: in practice it has proven very hard for the 
Japsmese to do. Their corporate cultures stmply do not 
pem,r ft. Just look. l”r example, al what happened w<tk 
precision ektronic products likc compact disk playcrs. As 
soon as the CL1 reached the market, customers wnt cmzy 
,.,,th demand. Ewybody wanted “ne. It was a pcrfect 
“pportunity t” movc upscalew¡tha’Mercedes ” compactdisk 
player. What did thc Japanese do 7 Corparate cultu~ and 
imtinct took OVCT, and they cut prices d”wn t” about “nc- 
RN, olwhat U.S. and European companies wcrc going t” ask 
f”r thcir COs. Philips, “fcnurse. was tflng t” keep prices and 

mrgins up, but the Japanese -re trying ta dtive them 
do-. Thr Western canpanles wantcd t” make money thc 
Japancsr instinct was t” build sharc at any rosI. 

This is foolishness-“r worse. Of coursc, ti 1s pcrfcctly 
clearwhy LhrJapanrre respond thrs wy. ?hcy are comi”“- 
mg t” pnctice the appmach that served them wcll in tbe past 
whcn thcy ,v.z,x playing thc low-cost market entry gamc tbat 
the Icorcans M playing nmv. IVs the @me they know how 
to play. BU, now there’s a ncu gamc. and the Japanese 
companies have new p”siti”ns. Tbe nc”“ns rhat madc ~cnsc 
fnr a low-mst player are way off coursc ror a company trying 
to play at the high end al the market. 

Th- 1s anotber reason for thrs klnd of sclfdcfcating be- 
havior. Snny is really more wonied about Mntsushlta tban 
about Philips, and Matsushita is more wotied about Sany”. 
This fxious Interna, competition fueis the Japanese Sm- 
pulse t” slashpriceswhrnwer possible. That’s als” why its 
so dificuit I”r Japanese compnnies t” foilow thc Gcnnan 
mute. ‘fo do It, thcy hwc t” buck thcir “11.1, hislrry lt means 
guing their aun way, and guarding against thr instlnct tu 

backpcdal, t” do whal ~hri, dumrstic competitors are doing. 
HanI as ilis. anumber ofcompanies are g”ing thcir awn 

way quite succrss~ully. Some, like Seiko In its do&ht titi 
Caslo and Hong Kong-based watch~makers. had ben badly 
bumed in the low-ptice ,qmc and a~c n”w moting tn restore 
profe at the high end of the market Others, like Honda. 
T”y”ta.and Nissan In the automobile industry, are launch- 
hg more expensive can Unes and crcating semnd dealcr 
chann& In the Unitcd States thmugh which to compete 
dircctly f”r the upscale ‘German‘ segmcnt. Still othcrs, like 
Nakamkh, in tape recorders, have a,v,ays tried tc “perate at 
the higb end and have never @en In on pticc. Such compa- 
nies are, howcvcr. very nre Instincl runs deep. Japanese 
pmducers tend toecompete “n prlce even whcn thcy do not 
have to. 

For IMSI compantes, following thc,Korear “r Cerman ap- 
pmach LS neitheran appealing nora sustainable “ption. This 



1s not only ttue In Japan but also in all the advanced 
fndusti ecunomies, ll íor dlfferent reaso”s. What sets 
Japanese compmIes apart 1s the mnsideratio” that they 
may have less rmrn tc -euvcr thm others, @ven thelr 
historical cxperience md prcsent situatio”. For al, tbese 
contpanks there Is a pressing “eed for a middle stntegic 
courae awayto flourishwithout being forced to go head-to- 
head wlth mmpedtors in either a low-cosi or an upmrket 
gane. Such a course exists-indeed. tt leaAs -agers back 
to the heti of what strate@ is about: crcating value lar 
customers. 

Five - Finger 
Exercise 

Imglne for a mmnf that you are head of Yanaha. a 
c.x”pa”y that “mkes planos. what are you* stratcgic 
cholces? After strenuous and persistcnt efforts to become 
the leading produoer of high-qualq planos, yau have suc- 
cceded In capturing 40% of the global piano market. Unior- 
tunately, just when you finally became the mrket leader. 
overall d-d for pianos started to decline by 10% every 
year. As head ofY-ba, what do you do? 

Apiano Is a plano. In most respects, the i”stmme”t has 
aot changeA much slnce Mozart Amund the world. i” lting 
mms md dens and concert halls and rehearsal halls, there 
are som 40 milIion planos. For the mostpart thcy simply sit. 
Mark& growtb Is sQ”ant, in polite terms. In businrss 
hnns. the industry is already in declI”e; a”d Korcan pmduc- 
ers are “ow comlng “n-une with their usual low-cost olTcr- 
ing.% Competig just to hokl share ts “ot am atnctive 
omcecf. Makine better otanos ti not helo much: tbe . . - . 
markrthesonlyaIlmitedablli~toabsorbadd,tio”alwlume. 
What do you do? what can yo” do? 

&md.lng to som analysts, the right move would be to 
divest tbe busi”ess.‘labell”g it a dog tbat no longer belongs 
In the mrporate pxtfolío. l3ut Yamalta reacted dl&e”tly 
Rather thrm dllng the buslness, Yamaha tbought long md 
hatd alwut hoti Lo create value for mstomers. It took that 
khd 01 effort - the answers u-ere tir fmm obtius. 

WbtYamaha’S rnmagers did was look theytook a hxd 
look at tbe customer md the product. what tbey saw wa=. 
that most of thesz 40 “,“&m pianos sit amund idle and 
neglected - md out al tu”= mst of the time. Not -y 
pmplcplaytbmanymore Nooneseemto havcalotoftime 
anynmre and one thlng leamlng to play al.5 piano takcs is 
lots of thne. What stts in tbc homes oftbese busy people IS 
a large piexe offúmlture thatcollects dust. Instead of music, 
,t “lay M” produce g”llt. Cetinly ,t is not a f”“ctto”l”g 
mualcalktstntment. No matter how goodyou are at stmtehy. 
you v,onl be abk to scll tbat -y “ew pianos no matter 
how gom, tbey are - in such a” envtmnment. I f  you want to 
create value iór custotners. you’re going to have to Rnd ways 
to add value to tbe miluons of pianos already out there. 
So what do you do? What Y-ha did was to remember the 
old player plano a pleasat idea with a “ot very pl-“t 
sound. Yamaha uorked hard to develop a sophisticated, 
advmced cmnblnation of digital and opdcal technology that 
can disUngutsh zmog 92 different degrecs of strength and 
spmd of key touch timm p‘anissim fo íorösslmo. Because 
the technolog, la digital. tt can mrd and reproduce each 

keystmke with great amuracy, using thc same ktnd of 3 L,T 
disks thatworkon û. personal computer. That mcansyou ca” 
now rïcord Uve perfomncrs by thr pia”ls& ofyour choice 

or buy such recnrdings on a computedikc diskrltc and 
then. i” effect, invite the artists into your borne to play thc 
same composltions on your piano. Yamaha’s strate,q used 
technology to create “ew value for piano customers. 

Think about it. For about S2.500 you ca” remfit your 
idle. untuncd. dust-cnllectingpiece ofouersized fumI,ure so 
thatgreattists ca”playLtforyoui” theprlracyofyourown 
heme. Yo” cm invite your fiicnds ova and cntcrtai” them 
as well md showcase the latcst In heme entertalnment 
technology. Ifyou are a “utist, you ca” Invilr somm”c over 
tc accompany you on the plano and moni hrr perfomanrx. 
‘lhen, cven whe” shc is “ot therc. you can pncticc the piccc 
with full piano accompani”lcnt. 

Furthermore, Ilyou haveapersonal mmputerat heme i” 
cambtidge and yo” know a good pianlst ltvtng In California 
yo” can have her record yourfavorite somta and send It over 
tbe phnne, you simply download Lt onto your computer. plug 
thc diskcttc lnto your retrofltted pia”o,.amd enjoy her per- 
fo-ce. Or you can joi” a club that tiI send yo” the 
mnccrt that a Homwitz played last “ight at Cnmegle Hall to 
listen to at heme o” your om piano. Tbere are al! kI”ds nf 
possibilitics. 

1” tems of thc piano mket, thts “ew technolom creates 
the prospect of a $2,SOO sale to retrofit each oi 40 mlllion 
pianos “ot bad for a declining tndustry. In fact, the potentia, 
is tren grcarerbecause there are also the software rccordlngs 
to markct. 

Yanmha stxted “mketing this technolagy last Aprll. and 
sales In Apan havc bccn qlosive. ‘Ibis was a staqant 
Industry. remembrr, and industry which had suffcrcd a” 
mnud 104ú sales decline in each of the past “vc years. New 
f fs alive agdn but In a dilferent wy. Yamaha dld “ot 
pursue all the usual routes: it didn-t buckle do- to pmne 
COSOS, proliferate mdels. sllce overhead md all thc other 
usual approaches. It lookcd wlth fresh eyes for chances to 
create value for customers. And It found thcm. 

If dso found mnething else: it leamcd Iba, the pmcess 
of discovering value-creatinp opportunities is itself conm- 
gious. It spreads. Lìor instance, “ow that customers have 
pianos that play the way Horowttz playcd Iast “ight at 
Carne@e Hall. tbey wunt threir insbument tuuncd to profcs- 
siond standards. Rat mansa tu”erYIs.tts every slxmonths 
md gc”erates substamtial addiuonal revc”ue. ( And ~t is 
subslantial. Clobally, the market for tuning is mughly S 1.6 
billo” annually. a huge emnomic opportunity 1o”g Ignored 
by plano manufacturen md distributors.) Yanuha ca” also 
gi”c factory workers who rmght othenulse lose thelrjobs a 
chance tc be tuners. 

As the piano re.+“% popularity a growfng “umbcr of 
people tiU agai” want to leam how to play the instrument 
tbcmclves. And that means tutorials, piano schmls. vididm- 
cassettes. and u vtiety oí other Kuenue-pmdudng oppor 
tunfties. Overall. the potential growth In the piano industry, 
hardware and software, Is much bigger than anyone prcll- 
ously remgniíad. Creating value for the customer was the 
key that unlocked it. 

But what about peoplc’s reluctante today to spcnd thr 
“me to leam plano the old-faahloned way? We are a soc,ety 
that pties conveniente, and as the many years ofdecllnlng 
piano sales illustrate. Iear”l”g LO playa musical ,“stru”le”t 
ts anything but convenient. Listening to music, as opposed 



Cleaning Up 
?hts 18 how yo” chai o”t a middle course betwccn thr 

Koreans ami the Germarm Thls is how yo” rwitalti an 

industry. MOR ta the point. tbls is how yo” crcatc a value- 
adding strategv: not by setting out to beat the mm~ctitton 
but by set”ng o”t to “ndentand how best to provide value 
for customera. 

nao IS dapanese tofletry coqany thai spcnds 4% ollts 
rwer,ues on fundamental R&D, studyiq skin, halr. blcod. 
ctidation thlngs like thd PMs 4% my, at Brst, sound 
low, but it oxludes personncl cost. This matters because as 
mmy as 2.800 ol the mmpany~s 6,700 or so employees are 
engaged tn R&D.) Fecently it developed a new pmduct that 
dupllcates the effect of a Japanese hot sprtng. A hot spring 
has a hlgh rmnem, mntent “nder extreme pressure. Even 

the @hght chemicals thmwm into a hot bath ti, not automad- 
callygiveyou the san,= dTect. Bahu, Kao’s newbatbadd,Uve. 

actualiy produces the same ktnd of ímprowment in circula- 
tion that a hot sprfng provIdes. It lmks like a jumbo-stzed 
Alka-Se,,zcr tablet. When yo” throw ene Bab” into a bath 
t,,, srarts to Ba witb carban dioxIde bubbles as mina-& 

dissohre tn tbe bot water. 

Brewing Wisdom 



Taking Pictures 
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Making Dinner 

Aching Heads, 
Bad Logic 
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