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Getting back
to strategy
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by Kenichi Ohmae

* Competitiveness” is the word most commonly uttered
these days in economic policy circles in Washington and
most European capitals. The restoration of competitive vital-
ity is a widely shared political slogan. Across the Atlantic, the
sudden neamess of 1992 and the coming unification of the
Cemmon Market focus attention on European industries”
ability to compete against global rivals. On both
continents,senior managers, who started to wrestle with
these issues long before politicians got hold of them, search
actively for successful models to follow, for examples of how
best to play the new competitive game. With few exceptions,
the models they have found and the examples they are
studying are Japanese.

To many Western managers the Japanese competitive
achievement provides hard evidence that a successful
strategy's hallmark is the creation of sustainable competitive
advantage by beating the competition. Ifit takes world-class
manufacturing to win, runs the lesson, you have to beat
competitors with your factories. If it takes rapid product
development, you have to beat them with your labs. Ifit takes
mastery of distribution channels, you have to beat them with
your logistics systems. No matter what it takes, the goal of
strategy is to beat the competition.

After a painful decade of losing ground to the Japanese,
managers in the United States and Europe have learned this
lesson very well indeed. As a guide to action, it is clear and
compelling. As a metric of performance, it is unambiguous.
It is also wrong.

Of course, winning the manufacturing or product
development or logistics battle is no bad thing. But it is not
really what strategy is-or should be-about. Because when
the focus of attention is on ways to beat the competition, it
is inevitable that strategy gets defined primarily in terms of
the competition. For instance, if the competition has recently
brought out an electronic kitchen gadget that slices, dices,
and brews coffee, you had better get one just like it into your
product line- and get it there soon, If the competiton has cut
production costs, you had better get out your scalpel. If they
have just started to run national ads, you had better call your
agency at once. When you go toe-to-toe with competitors,

you cannot let them build up any kind of advantage. You
must match their every move. Or so the argument goes.
Of course it is important to take the competition into
account, but in making strategy that should not come first.
It cannot come first. First comes painstaking attention to the

needs of customers. First comes close analysis of a
company's real degrees of freedom in responding to those
needs. First comes the willingness to rethink fundamentally,
what products are and what they do, as well as how best to
organize the business system that designs, builds, and
markets them. Competitive realities are what you test
possible strategies against; you define them in terms of
customers. Tit-for-tat responses to what competitors do may
be appropriate, but they are largely reactive. They come
second, after your real strategy. Before you test yoursell
against competition, strategy takes shape in the determina-
tion to create value for customers.

It also takes shape in the determination to avoid competition
whenever and wherever possible. As the great Sun Tzu
observed 500 years before Christ , the smartest strategy in
war is the one that allows you to achieve your objectives
without having to fight. In just three years, for example,
Nintendo's “family computer” sold 12 million units in Japan
alone, during which time it had virtually no competition at
all. In fact, it created a vast network of companies working
to help it succeed. Ricoh supplied the critical Zylog chips;
software houses produced special games to play on it like
Dragon Quest I, II, and III. Everyone was making too much
money to think of creating competition.

The visible clashing between companies in the market-
place-what managers frequently think of as strategy- is but
asmall fragment of the strategic whole. Like an iceberg, most
of strategy is submerged, hidden out of sight. The visible
part can foam and froth with head-to-head competiton. But
most of it is intentionally invisible - beneath the surface
where value gets created, where competiton gets avoided.
Sometimes, of course, the foam and froth of direct competi-
tion cannot be avoided. The product is right, the company's
direction is right, the perception of value is right, and
managers have to buckle down and fight it out with competi-
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tors. But in my experience, managers too often and too
willingly launch themselves into old-fashioned competitive
battles. It's famillar ground. They know what to do, how to
fight. They have a much harder time seeing when an effective
customer-oriented strategy could aveld the battle alto-
gether,

The Big Squeeze

During the late 1960s and early 1970s most Japanese
companies focused theirattention on reducing costs through
programs like quality circles, value engineering, and zero
defects. As these companies went global, however, they
began to concentrate instead on differentiating themselves
from their competitors. This heavy investment in competi-
tive differentiation has now gone too far, it has already
passed the point of diminishing returns -too many models,
too many gadgets, too many bells and whistles,

Today, as a result, devising effective customer-eriented

strategles has a special urgency for these companies. A
number of the largest and most successful face a cotrunon
problem - the danger of being trapped between low - cost
producers in the NIEs (newly industrialized economies) and
high-end producers in Europe. While this threat concerns
managers in all the major industrial economies, in Japan,
where the danger is most Inmediate and presaing, it has
quickly led companies to rethink their famillar strategic
goals. As a consequenece, they are rediscovering the primary
importance of focusing on customers - in other words, the
importance of getting back to what strategy s really about.
In Japan today, the handwriting is on the wall for many
fndustiies: the strategic positioning that has served them so
well in the past Is no longer tenable.
On one side, there are German companies making top-of-
the-line products ke Mercedes ar BMW in automobiles,
commanding such high prices that even elevated cost levels
do not greatly hurt profitability. On the other are low-price,
high-volume producers like Korea’s Hyundal, Samsung, and
Lucky Goldstar. These companies can make products for
less than half what it costs the Japanese, TheJapanese arc
being caught in the middle: they ars able neither to command
the inmense margins of the Germans nor to undercut the
rock-bottom wages of the Koreans. The result is a painful
squeeze.

If you are the leader of a Japanese Company, what can
you do? [ see three possibilities. First, because Kerean pro-
ductivity is still quite low, you can challenge them directly on
costs. Yes, their wages are often as little as one-seventh to
one-tenth of yours. Butif you aggressively take labor content
out of your products, you can closc or even reverse the cost
gap. In practice, thia means pushing hard - and at
considerable expense - toward full automation, unmanned
operations, and totally flexible manufacturing systems.

Examples prove that it can be done. NSF [Nikon Seiko],
which makes bearings, has virtually removed its work force
through an extensive use of computer-integrated manufac
turing linked directly with the marketplace. Mazak Machine-
ry has ‘aken almeost all the labor content out of key compo-
nents i1 its products. Fujitsu Fanue has so streamlined itsetf
that it has publicly announced that it can break even with as
little as 20% capacity utilzatien and can compete success-
fully with a eurrency as streng as 70 yen to the dollar.

octubre-diclembre 1988

This preductivity-through-automation route is one way
to go. In fact, for commodity products such as bearings it
may be the only way. Once you start down this path,
hewever, you have to follow it right to the end. Ne turning
back. No stopping. Because Korcan wages are so low that
nothing less than a total commitment to eliminating labor
content will suffice. And China, with wage rates just one-fifth
of those in the newly industrialized economies, is not far
behind Korea and Taiwan in such light industries as textiles,
footwear, and watchbands. Although the currencies of the
newly industrialized economies are now moving up relative
to the dollar, the difference in wage rates 1s still great enough
to require the fiercest kind of across-the-hoard determina-
tion to get rid of labor content.

A second way out of the squeeze is for you to move
upmarket where the Germans are. In theory this might be
appcaling; in practice it has proven very hard for the
Japanese to do. Their corporate cultures simply do not
permit {t. Just look, for example, at what happened with
precision electronic products like compact disk players. As
soon as the CI) reached the market, customers went crazy
with demand. Everybody wanted one. It was a perfect
opportunity lo move upscale with a “Mercedes ~ compact disk
player. What did the Japanese do 7 Corporate culture and
instinct took over, and they cut prices down to about ene-
fifth of what U1.5. and European companies were going to ask
for their CDs. Philips, of course, was trying to keep prices and
marging up, but the Japanese were trying to drive them
down. The Western companies wanted to make money,; the
Japanese instinct was to build share at any cost.

This is foolishness-or  worse. Of course, it is perfectiy
clear why the Japanese respond this way. They are caontinu-
ing to practice the approach that served them well in the past
when they were playing the low-cost market entry game that
the Koreans arc playing now. It's the game they know how
te play. But now there's a ncw game, and the Japanese
companies have new positions. The actions that made sense
for a low-cost player are way off course for a company trying
to play at the high end of the market.

There is another reason for this kind of sclfdefeating be-
havior. Sony is really more worried about Matsushita than
about Philips, and Matsushita is more worred about Sanyo.
This furious internal competition fuets the Japanese im-
pulse to slash prices whenever possible. That's also why it's
so difficull for Japanese companies to follow the German
route. To do it, they have to buck their own hislory. It means
going their own way, and guarding against the instinet to
backpedal, to do whal their domeslic competitors are doing.

Hard as il is, & number of companies are going thelr own
way quile sucessiully. Some, like Selko in its dogfight with
Caslo and Hong Kong-based watch-makers, had been badly
burned in the low-price game and are now moving to restore
prefits at the high end of the market. Others, like Honda,
Toyota,and Nissan in the automobile industry, are launch-
Ing more expensive car lines and creating second  dealer
channels in the United States through which 1o compete
directly for the upscale "German” segment. Still others, like
Nakamichi in tape recorders, have always tried to operate at
the high end and have never given in on price. Such compa-
nies are, howcver, very rare Inslinct runs deep. Japanese
producers tend 10 compete on price even when they do not
have to. ¢

For most companies, following the Korean or German ap-
proach is neither an appealing nor a sustainable option. This
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fs not only true in Japan but also in all the advanced
industrial economies, i for different reasons, What sects
Japanese companies apart is the consideration that they
may have less room to maneuver than others, given thelir
historical experience and present situation. For all these
companies, there is a pressing need for a middle strategic
course, a way to flourish without being forced to go head-to-
head with competitors in either a low-cost or an upmarket
game. Such a course exists-indeed, it leads managers back
to the heart of what strategy 13 about: creating value for
customers.

Five - Finger
Exercise

Imagine for a moment that you are head of Yamaha, a
company that makes planos. What are your strategic
choices? After strenuous and persistent cfforts to become
the leading producer of high-quality planocs, you have suc-
ceeded in capturing 40% of the global plano market. Unior-
tunately, just when you finally became the market leader,
overall demand for planos started to decline by 10% every
year. As head of Yamaha, what do you do?
~ Aplano is a piano. In most respects, the instrument has
not changed much since Mozart, Around the world, in living
rooms and dens and concert halls and rehearsal halls, there
are some 40 mitllon planos. For the most part they simply sit.
Market growth is stagnant, in polite terms. In business
terms, the Industry {s already in decline; and Korean produc-
ers are now coming on-line with their usuai low-cost offer-
ings. Competing just to hold share is not an atractive
prospect. Making better pianos will not help much; the
market has only a limited ability to absorb additional volume.
What do you do? What can you do?

According to some analysts, the right move would be to
divest the business, labeling it a dog that no lenger belongs
in the corperate portfolio. But Yamaha reacted differently
Rather than selling the business, Yamaha thought long and
hard about how to create value for customers. It took that
kind of effort - the answers were far from obvious.

What Yamaha's managers did was look - they took a hard
look at the customer and the product. What they saw was
that most of these 40 million pianes sit around idle and
neglected - and out of tune - most of the time. Not many
people play them anymore. No one seems to have alot of ime
anymore - and one thing learning to play the plano takes is
lots of tme. What sits in the homes of these busy people is
a large plece of furniture that collects dust. Instead of music,
it may even produce guilt. Certainly it is not a functioning
musical instrument. No matter how good you are at strategy,
you won't be able to sell that many new plancs - no matter
how good they are - in such an environment. If you want to
create value for customers, you're going to have to find ways
to add value to the millons of planos already out there.

So what do you do? What Yamaha did was ta remember the
old player plano - a pleasant idea with a not very pleasant
sound. Yamaha worked hard to develop a sophisticated,
advanced combination of digital and optcal technology that
can distinguish amog 92 different degrees of strength and
specd of key touch from planissimo to fortissimo. Because
the technology {s digital, it can record and reproduce each
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keystroke with great accuracy, using the same kind of 3 172
disks that work on a personal computer. That meansyou can
now record live performances by the pianists of your choice
- or buy such recordings on a computerlike disketle - and
then, in effect, invite the artists into your home to play the
same compositions on your piano. Yamaha's strategy used
technelogy to create new value for piano custemers.

Think about it. For about $2,500 you can retrafit your
idle, untuned, dust-collecting piece of oversized furniture so
that great artists can play it for you in the privacy of your own
home. You ean invite your friends over and entertain them
as well - and showcase the latest in home entertainment
technolegy. 1f vou are a flutist, you can invile someone over
to accompany you on the plano and record her performance.
Then, cven when she is not there, you can practice the pilece
with full piane accompaniment.

Furthermore, if you have a personal computer at home in
cambridge and you know a good planist living in Callfornia
you can have her record your favorite sonata and send it over
the phone, you simply download it onto your computer, plug
the diskette inte your retrefitted piano, and enjoy her per-
formance. Or you can join a club that wil send you the
concert that a Horowitz played last night at Carnegie Hall to
listen to at home on your own piano. There are all kinds of
possibilities.

In terms of the plano market, this new technology creates
the prospect of a $2,500 sale to retrofit each of 40 million
planos - not bac for a declining industry. In fact, the potential
is even greater because there are also the software recordings
lo marhet.

Yamaha started marketing this technology last April, and
sales in Japan have been explosive. This was a stagnant
industry, remember, and industry which had suffered an
annual 10% sales decline in each of the past flve years. Now
it's alive again - but in a different way. Yamaha did not
pursue all the usual routes: it didn't buckle down to prune
costs, proliferate models, slice overhead, and all the other
usual approaches. It looked with fresh eyes for chances to
create value for customers. And it found them.

It also found something else: it learned that the process
of discovering value-creating opportunities is itsell conta-
gious. It spreads. For instance, now that customers have
planos that play the way Horowitz played last night at
Carnegie Hall, they want threir instrument tuned to profes-
sional standards. That means a tuner visits every six months
and generates substantial additional revenue. [ And it is
subslantial. Glebally, the market for tuning is roughly $ 1.6
billon annually, a huge economic opportunity long fgnared
by ptano manufacturers and distdbutors.} Yamaha can also
glve factory workers who might otherwise lose their jobs a
chance to be tuners.

As the piano regains pepularity a growing number of
people will again want to learmn how to play the instrument
themsclves, And that means tutorials, plana schools, video-
cassettes, and a variety of other revenue-producing oppor
tunities. Overall, the potential growth in the plano industry,
hardware and software, is much bigger than anyone previ-
ously recegnized. Creating value for the customer was the
key that unlocked it.

But what about people’s reluctance today te spend the
time to leamn plano the old-fashioned way? We are a society
that prizes convenience, and as the many years of declining
plano sales iflustrate, learning to play a musical instrument
is anything but convenient. Listening to music, as opposed
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to making music, i3 mare popular than ever. Look at all the
people going to school or 1o the office with earphones on;
music is everywhere, It's not interest in music thal’s going
down; 1175 the Interest in spending years ol disciplined eflort
to master an Instrument. If you asked people if they would
like to be able to play an instrument like the pianeo, they'd say
yes. But most feel as if theyve already misscd the opporiu-
nity to learn. They re too old now: they don’t have the time
to take years of lessons.

With the new digital and sound-chip technelogies, they
don't have ta. Nor do they have to be child prodigics. For
$1,500 they can buy a Klavinova, a digital clectronic piano,
that allows them to de all kinds of wonderful things. They can
pregram it to play and then croon aleng. They can program
it to play the left hand part and join in with a single finger.
They can listen to a tutorial cassctte that directs which keys
to push. They can store instructions in the computer’s
memary so that they don't have to play all the notes and
chords simultaneously. DBecause the digital technology
makes participation easy and accessible, “playing” the in-
strument becomes fun. Technology removes the leamning
barrier. No wonder this digltal segment is now much bigger
than the traditional analog segment of the market.

Most plane manufacturers, however, are sticking with
traditional acoustic technologies and leaving their futures to
fate. Faced with declining demand they fight cven harder
against an ever more aggressive sel of competitors for their
share of a shrinking pie. Or they rely on government to block
imports. Yamaha has not abandened acoustic instruments,
it is now the world leader in nearly all categories of acoustic
and “techno™ musical instruments. What it did, however,
was to study its music-loving cusiomers and to build a
strategy based on delivering value linked to thosc
custorners'inherent interest in music. It left nothing Lo fate.
1t got back to strategy.

Cleaning Up

This is how you chart out a middle course between the
Koreans and the Germans. This is how you revitalize an
industry. More to the point, this 1s how you create a value-
adding strategy: not by setting out to beat the competition
but by setting out to understand how best to provide value
for customers.

Kao Is aJapanese tofletry company that spends 4% of its
revenues on fundamental R&D, studying skin, halr, blood,
circulation - things like that (This 4% may, at first, sound
low, but it excludes personnel cost. This matters because as
many as 2,800 of the company’s 6,700 or so employees are
engaged in R&D.) Recently it developed a new product that
duplicates the effect of a Japanese hot spring. A hot spring
has a high mineral content under extreme pressure. Even
the right chemicals thrown into a hot bath will not automati-
cally give you the same effect. Babu, Kao’s new bath additive,
actually produces the same kind of improvement in circula-
tion that a hot spring provides. It looks like a jumbo-sized
Alka-Seltzer tablet. When you throw one Babu into a bath,
int starts to fizz with carbon dicxide bubbles as minerals
dissolve in the hot water.

Kao's strategy was to offer consumers something com-
pletely diflerent from traditonal bath gel. Because of its
effects on overall health and good circulation, Babu com-
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petes on a different ground. In fact, it wiped out the old
Japancse bath gel and additives industry ina single year. It's
the only product of its kind that now sells in Japan. There
is no conipetition because potential competitors cannot
make anything like it. Kao is playing a diflerent gume.

For the new breed of Japancse companies, like Yamaha
and Kao, strategy does not mean beating the compeltition. It
means woarking hard to understand a customer’s inhercnt
needs and then rethinking what a category of product is all
about. The goal is to develop the Aght product o serve Those
needs-net just a belter version of competitors products. In
fact, Kao pays far less attention to other toiletry companies
than it doecs to imporoving skin eondilien, circulation, or
caring [or hair. 1t now understands hair so well that its
newest hair tonic product, called Success, falls somewhere
between cosmctics and medicine, In that area, there s no
compelilion.

Brewing Wisdom

Getting back 1o strategy means getting back o a decp
understanding of what a product is aboul, Scme Uime back,
for example, adJapancsc home appliance company was trying
to develop a eolfee percolalor.  Should 1t be a General
Electric-type percolator, excoutives wonedered? Should it be
the same drip-type that Philips makes? Larger? Smaller? [
urged them 1o ask a different kind ol question: Why do people
drink ceffe? What are they looking lor when they do? (T your
objective is to serve the customer belter, then shouldn't you
understand why that customer drinks eofie in the first place?
Then you know what kind of perenlator lo make.

The answer came back good 1aste. | then asked the
company’s engineers what they were doing 1o help the
consumer enjoy good taste in a cup of callee. They said they
were trying to design a good percolator. 1 asked them what
influcnces the taste of a cup of colle. No one knew. That
became the next guestion we had to answer, [t turns out that
lots of things can affect taste - the beans, the emperature,
the water. We did our hemewerk and discovered all 1he
things that aflect taste. For the engincers, each factor
represenied a sirategie degree of [reedom in designing a
percolator - that is, a factor about which something can be
done. With beans, for instance, vou can have different
degrocs of quality or freshness.  You can grind them in
various ways. You can produce diflerent grain sizes.  You
can distribute the grains differently when pouring hot water
over them.

Of all the faclors, water qualily, we learned, made the
greatest difference. The percalatar in design at the time,
however, didn’t take waler qualily inlto accounl al all.
Everyone had simply assumed that customers would use tap
water, We discovered next that the grain distribution and the
time between grinding the heans and pouring in the water
were cruclal, As a result, we began to think about the
product and its necessary features in a new way. It had to
have a built-in dechiorinating function. Tt had to have a
built-in grinder. All the customer should have to do is pour
in water and beans; the machine should handle the rest,
That’s the way to assurc great taste in a cup of coffee.

To start you have to ask the right questions and set the
right kinds of strategic goals. If your only concern {s that
General Electric has just brought out'a percolator that brews
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coffee in ten minutes, you will get your engineers to design
one that brews it in seven minutes. And {l'you stick with that
logic, market research will tell you that instant coffee 1s the
way to go. If the General Electric machine consumes only a
litthe electrielty, you will focus on using even less.

Conventional marketing approaches won't solve the
problem.  You can get any results you want from the
consumer averages. If you ask people whether they want
their coffee in ten minutes or seven, they will say seven, of
course, But it's still the wrong question. And you end up
back where you started, trylng to beat the competition at {ts
own game. Il your primary focus is on the competition, you
will never stepback and ask what the customer’s inherent
needs are or what the product really is about. Personally, 1
would much rather talk with three housewives for two hours
each on thelr fecling sbout, say, washing machines than
conduct a 1,000-person survey on the same lopic. 1 get much
})ettcr insight and perspective on what they are really looking

or.

Taking Pictures

Back in the mfid-1970s single-lens reflex (SLR} cameras
started to become popular, and lens-shutter cameras de-
clined rapidly in popularity. To most people, the lens-shutter
model looked cheap and nonprofessional and it took inferior
quality pictures. These opinions were so strong that one
camera company with which 1 was working had almest
decided to pull out of the lens-shutter business entirely.
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Everyone knew that the trend was toward SLR and that only
a better version of SLR could beat the competiton.

T didr't know. So I asked a few simple questions: Why
do people take pictures in the first place? What are they
really lookdng for when they take piclures? The answers was
simple. They were not locking for a good camera. They were
looking for good pictures, Cameras -SLR or lens-shutter -
and film were not the end products that consumers wanted,
What they wanted were good pictures.

Why was it so hard to take good piclures with a lens-
shutter camera? This time, no one knew. Sowe went to afilm
lab and collected a sample of snme 18,000 pictures, Next we
identified the 7% or so that were not very goed, then we tried
to analyze why each of these pilcture-taking failures had
occurred. We found some obvious causes - even some
categories of canses. Sorne failurcs were the result of poor
distance adjusiment. The company’s design engineers
addressed that problem in two different ways: they added a
plastic lens designed to keep everything in focus beyond
three feet (a kind of permanent locus), and they automated
the focus process.

Another comunon problem with the bad pictures was naot
enough light. The company built a flash rght into the
camera. That way, the poor fellow who left his flash attach-
ment on a closet shell could still be equipped te take a good
picture, Stll another problem was the marriage of ftim and
camera. Here the engineers added some grooves on the side
of the {ilm cartridges so that the camera could tell how
sensitive the film {s to light and could adjust. Double
exposure was another common problem. The camera got a
self-winder.

administrativa Cupon de intercambio

Solicitaros pertenecer al programa de intercambio de publicaciones que tienen establecido.

Nombre de la publicacién: Periodicidad:
Adjuntamos un ejemplar para su informacién.

Mstitucion: Calle: Nao.: Colonia:

Ciudad: Edo: Pais: CPp. Deleq.: Tel:

Crganc interno de cornunicacién Cientifica y Tecnolégica de fa Seccién de Graduades y de Investigacién Cientifica y Tecnologia de la

Escuela Superior de Comercio y Administracian del |P.M.

Seccion de Graduados y de Investigacion Cientifica y TecnoiGgica: Escuela Superior de Comercio y Administracién, instituto Potitécnico
Macianal. Carpic 471, edificio D 3er Piso Col. Sto. Tomds. Delegacion Miguel Hidalgo 11340 México, D.F. Tels. 541-62-07 y 547-77-92,

sramad~ Postal 4025 Sta. Marfa la Ribera Deleg. Cuauhtémoc,

T S e emm— - prvr— o— ——— m— ———t v —



20

In all, we came up with some 200 ideas for improving the
lens-shutter camera. The result - virtually a whole new
approach te the product - helped revitalize the business.
Today, in fact, the lens-shutter market is bigger than that for
SLRs . And we giot there because we did a very simple thing:
we asked what the customer™s inherent needs were and then
rethought what a camera had to be in order to meet them.
There was no point slugging it cut with competitors. There
was no reason to leave the business. We just got back te
strategy - based on customers.

Making Dinner

There is no mystery to this process, no black box to which
only a fow gurus have access. The questions that have to be
asked are stralghtiorward, and the place to start is clear. A
while ago, some people came to me with a sct of excellent
ideas for designing kitchen appliances for Japanese homes.
They knew cooking, and their appliances were quite good.
After sorne study, however, [ told them not Lo go ahead.

What [ did was to go and visit several hundred houses and
apariments and take pietures of the kilchens. The answer
became clear: There was no room. There were even things
already stacked on top of the refrigeralors. The counters
were already [ull. There was no room for new appliances, no
matter how appealing their atributes.

Thinking about these products, and understanding the
customer’s needs, however, did produce a different idea:
build this new equipment into something that is already in
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the kitchen. That way there is no new demand for space.
What that led to, for example, was the notlon of building a
microware over into a regular oven. Everyone looked al the
pictures of 200 kitchens and said, no space. The allernative
was, rethink the product.

Aching Heads,
Bad Logic

Looking closely at a customer’s needs, thinking decply
about a product - these are no exotic pieces of straicgic
apparatus. They are, as they have alwiays been, the basies
of sound management. They have Just been neglected or
{gnored. But why? Why have so many managers allowed
themselves to drit so far away from what strutegy is realiy
about?

Think for a momenl about aching heads. s my headache
the same as yours? My cold? My shoulder pain? My stomach
discarmfort? Of course not. Yet when a pharmaceutical
company asked for help o improve its process for coming up
with new products, what it waniced was help in getling into
its development pipeline new remedies {or standard prob-
lemns like headache ar stomach pain. 1t had assembled alist

ol therapeutic categorios and was cager 1o match them up
with appmoprint &1 elloris.
Nooore had taken Lhe line, however, to think about Trow

preple with various discomforis actually feel. Sowe asked 50
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Investigacion Administrativa

employees in the company 1o fill out a questionnaire -
throughout a full year - about how they felt physically at alt
times of the day every day of the year. Then we pulied
together a list of the symptoms deseribed, sat down with the
company’s sclentists, and asked them, jtemn by item: Do you
know why people fecl this way? Do you have a drug for this
kind of symptom? [t turned out that there were no drugs for
about B0% of the symptoms, these physical awarenesses of
discomfort. For many of them, some cornbination of cxisting
drugs worked just fine. For others, no one had ever thought
to seek a particular remedy. The scienlists were ignoring
tons of profit.

Without understanding customers'needs - the specific
types of discomfort they were feeling - the company found it
all too easy to say, "Headache? Fine, here’s a medicine, an
aapidn, for headache. Case¢ closed. Nothing more to do
there. Now we just have to beat the competition in aspirin.”
It was easy not to take the next step and ask, “What docs the
headache feel like? Where does {t come from? What is the
underlying cause? How can we treat the cause, not just the
symptomnm? * Many of these symptoms, for example, arc
psychological and culture-specifie. Just look at television
commerciats, In the Unijted States, the most common
complaint s headache; in the United Kingdom, backache; in

a3

Japan, stomachache. In the United States, people say that
they have a splitting headache; inJapan it is an ulcer. tHow
can we truly understand what these people are feeling and
why?

The refllex, of course, is ta provide a headache pill for a
headache - that is to assume that the solution is simply the
reverse of the diagnosis. Thal is bad medicine and worse
logic. [t is the kind of logic Lhal reinforces the impulsc to
direct sirategy toward beating the competition, toward cut-
Hng costs when making traditional musical instruments or
adding a different ingredient 1o the line of traditional soaps.
It is the kind of logic that denics the need for a detailed
underslanding of intrinsic customer needs. It leads te
ferklift trucks that pile up boxes just fine but do not allow the
operatars to see directly in front of them. It leads to dish
washcers that remove everything but the scorched eggs and
ree that customers most want to get rid of, 1t leads to planos
standing idle and gathering dust.

Getting back to stralegy means fighting that reflex, not
ghving in Lo it. It means resisting the easy answers in the
search for better ways to deliver value to custorners. [t means
asking the simplec-sounding questions about what products
are about. [t means, in short taking scriously the strategic
part of management.



