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The paper identifies similarities and differences in the emphases a od patterns that U.S. and
Japanese managers auribute to a ser of 22 generic competitive sethods. It highlights the
different ways that Japanese and American managers combine these methods to form
general business strategies. Using factor analyses and smiallest nace analyses, the study
shows differences in business strategy patterns between manager in Japan and the U.S.
Such differences reflect the organizing principles underlving the suwegy approaches in U.S.
and Japunese firms. The organizing principle underlving U.S. 1 sponses is the desire to
Jind way o differentiate a firm from its competitors. In contrast  the organizing principle
nnderlying Japanese responses is a desive to establish a comprehens ve, stable and defensible
position. The paper discusses the implications of these results for wrategic management and

suggests directions for fure U.S. and Japanese comparative stra cgy rescarch.

INTRODUCTION

As Japanese growth and economic success have
become increasingly  obvious, the  practices
adopted by Japanese firms have become a matter
of great interest to U.S. managers. This has led
both researchers and practitioners to study those
Japanese practices that seem  distinctive and
critical to their success, c.g., just-in-time inven-
tory controls, zero defect programs, new product
development processes, vendor-buyer networks,
and Kaizen. U.S. firms have often attempied to
incorporate these practices, either directly or
by developing variants of them in their own
operations. Studies that report positively on such
initiatives estimate that they frequently result in
superior financial performance (cf.  Business
Week, 1992; De Meyer er al.. 1989; Reitsperger
and Daniel, 1990; Schonberger, 1982).
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Daft and Buenger (1990) argue, however, that
instead of focusing on hew to impact financial
performance directly, the objectives of strategy
research need be more roadly defined. This
advice is particularly appropriate to studies that
compare U.S. and Japarese firms because, as
Kagono er al. (19585) show the historical financial
performance achieved 1ty Japanese firms s
consistently inferior to that of U.S. firms.
Such disparities reflect in titutional and cultural
differences between the two nations at the
national rather than the fism level. For example,
institutional and culturst  differences  at  the
national level are also like'y to ensure that short-
term  financial performance and  profitability
remain much more import wnt to U.S. rather than
to Japanese firms (Abegilen and Stalk, 1985;
Kagono et al., 1985). Inorder to better understand
the alternative approache. to strategic manage-
ment that distinguish U.t . and Japanese firms,
this paper focuses on en phases that managers
report their firms pursue at the firm level. The
aim is to identify and ay preciate the cognitive
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understandings which managers from Japan and
the U.S. use to both justify and guide their
firms’ strategic actions.

According to Kogut (1991), a country’s cffec-
tiveness in international competition reflects the
accumulation of a broad range of capabilitics or
organizing principles within that nation. While
specific technologies and observable techniques
are relatively easily imitated, organizing principles
which underlic the implementation of know-how
arc difficult to identify and assess. Moreover,
taken-for-granted organizing principles that are
characteristic of a particular nation are likely to
diffuse much more slowly internationaily. Hence,
in order to contribute to the literature, Kogut
(1991) suggests that researchers should attempt
to decipher the organizing principles that underlie
different cultures and guide the actions of
firms. Orgamizing principles provide a source of
competitive advantage that cannot be casily
imitated, or they can be a source of competitive
disadvantage that cannot be ecasily unlearned
(fiol, 1991). Such organizing principles serve as
general action-generating structures for firms.
Hence, vy identifying them it is possible to gain
a better understanding of how firms differ across
nations.

To the extent that firm-level differences exist
between cultures, analysis of implicit action-
generating structures is: (1) likely to remain a
way of identifying important distinctions between
firms in different nations: and (2) useful for
predicting differences about how firms might
behave strategically. However, researchers need
to find ways to identify and compare organizing
principles that serve as underlying action-gencrat-
ing structures. The approach we adopt here is
to identify and highlight patterns in the assess-
ments of Japanese and U.S. managers concerning
the degree of importance their firms placed on
22 competitive methods. Based on the analyses
of these responses, we suggest some of the
action-generating structures that are implied by
the results. We also discuss the implications of
how these structures guide the strategies pursued
by firms from both nations.

We organize the paper as follows. We review
the burgeoning literature that considers differ-
ences characterizing approaches to management
in Japan and the U.S. We then describe the
survey instrument that asked samples of U.S.
and Japanese managers to indicate the emphasis

their firms place on 22 competitive methods.
After analyzing, summarizing and comparing the
responses of Japanese and U.S. managers, we
discuss the significance of the various similaritics
and differences and consider their implications
for theory and practice.

DIFFERENCES IN U.S. AND JAPANESE
APPROACHES

Earlier studies of Japanese management (e.g.,
Abegglen, 1958; Ouchi, 1981) focused on iden-
tifying those practices and sociocultural character-
istics which, from an American standpoint, were
unigue and unuvsual aspects of Japan (Kagono ef
al., 1985). They were often based on case
material which, at onc extreme, summarized
anccdotes and, at the other, involved intensive
studies of particular firms. While these studies
have been useful in documenting soctocultural
differences, they may also have unintentionally
promoted stereotypical views rather than coherent
theory (Kagono et al., 1985: 9).

Recently, a growing body of work has provided
more systematic comparisons of American and
Tapanesc practices using large sample studies and
a variety of data sources (e.g., De Meyer ef al.,
1989; Kagono ef al., 1985; Lincoln, Hanada and
McBride, 1986; Pascale, 1978). In addition,
contrasts in the ways strategy and manufacturing
functions are interpreted, along with the sorts of
actions that such interpretations are used to
justify, have been increasingly emphasized (e.g.,
Chikudate, 1991; Garvin, 1986; Hayes, Wheel-
wright and Clark, 1987; Reitsperger and Daniel,
1990; Schonberger, 1982; Wheelwright, 1981).

Schonberger (1982) and Wheelwright (1981)
contrast Japanese and American approaches to
inventory management. The Japanese approach
cmphasizes overall designs for organizational
production processes that depend on carefully
planned deliveries of inputs to tightly coupled,
highly interdependent production units. In such
a system, the aim is to achieve ‘just-in-time’
arrivals of the needed inputs throughout the
system. As a result, the levels of inventory
maintained are zero or minimal. Relatively
few such integrated, production design systems
existed in the 1.8, until recently. Instead,
production systems were sets of loosely-coupled
processes. This type of total system design
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required inventorics to be available as buffers
‘just-in-case’ there might be needs or unexpected
demands. Traditional U.S. approaches to inven-
tory management ignored the possibility that
design  modifications in the total production
system might climinate the need for inventory.
Instead, cost control systems focused on minimiz-
ing the total short-term inventory costs incurred
by such system designs (Schonberger, 1982).
These differences in approach influenced  the
types of strategic issues which inventory manage-
ment was perceived to involve and the types of
strategic actions that were emphasized.

U.S. and Japanese approaches to quality
management are compared by Zuckerman and
Hatala (1992) and Cringely (1992). The Japanese
approach, developed after World War 11 and
under U.S. influence. is based on a *zero defects’
objective  (Cringely, 1992). Such cfforts are
consistent with the idea of striving for perfecuon
and mastery, actions that are highly respected
and traditionatly accepted in Japan. In the U.S.,
however, perceptions about quality management
are different. To Americans the idea of ‘zero
defects’ implies that those who are responsible
for quality will be subject to personal discipline,
controls, and restrictions. The notion of “perfec-
tion’, implicit in a ‘zero defects’ approach, evokes
mixed emotions in those responsible for its
implementation. While ‘zero defects’ may be
something one admires from afar., it is perceived
as both unrealistic ard pointless—an end beyond
which there is nothing. a key to death or, at
best, the road to boredom by U.S. managers.
On the other hand, an alternative approach
emphasizing continual striving for improvement
in quality management secems acceptable within
U.S. culture. Since the emphasis is undeistood
to be on continual learning, it is accepted that
occasional errors are to be expected. From a
cognitive standpoint, the important implication
of these different perspectives is that quality
programs in Japan and the U.S. are framed
to reflect the varicd emphases needed  for
implementation.

Differences at the stratepic level

Garvin (1980) describes how quality differences
between the U.S. and Japan manifest themselves
at the broader, strategic level. Based on data
colleccted from the air conditioning industry,

he concludes that along with differences in
perceptions of the mix of specific quality problems
faced, the general fram: work used by managers
from Japan and the U.S. to think about the
underlying strategic qu ility issues is different.
Specifically, Garvin not s that:

In the United States, rany supervisors appear
to view factories as ¢'osed systems, with the
causes  of quality p oblems  predominantly
internal factors, such as workforce or workman-
ship, process design, ad maintenance. But in
Japan. supervisors mor - closely recognized the
impact on a factory's performance of external
factors, such as incomit ¢ parts and materials or
design of products. Such a perspective
insures that problems « served in a factory are
traced ultimately to th:ir sources—which may
be outside its walls—rather than blamed immedi-
ately on internal causes  (1986: 668)

Attempting to descr be similar phenomena,
also at a more genceral level of understanding,
Hayes et al. (1987) ar e that Japanese firms
often adopt dynamic models of manufacturing
emphasizing learning and competence building.
They suggest that U S. firms, in contrast,
emphasize a more static short-term focus, often
directed towards short-term goals such as cost
minimization. Their vie v is supported by Reits-
perger and Danicl (1949), who note that while
Japanese managers arc generally prepared to
invest in whatever is re quired to ensure quality,
American managers are more calculative and
concerned about trade offs and the particular
implications that possib'e actions might have for
achieving short-term co .t control goals.

In a landmark study of the strategic practices
of firms in Japan and the U.S. Kagono and his
colleagues (1985) conclude that U.S. firms tend
to adopt a limited product strategy orientation,
whereas Japanese firms tend to adopt a broadly
conceived operations strotegy orientation. Clarify-
ing this distinction, they argue that a typical
Japanese firm sceks o build up competitive
advantage through stra-egies that improve pro-
duction efficiency and product quality. In con-
trast, a typical U.S. finy emphasizes its product
strategies, mainly striving for product differen-
tiation (1985: 34). They also note that managers
in U.S. firms develop a functional expertise and
then focus their attention within this specialized
arca. Though Japanc ¢ managers too have
functional responsibilities, they maintain  a
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broader perspective that considers issue extending
beyond their assigned function. Kagono et af.
(1985: 33) find that the typical U.S. manager
thinks about strategy in a logical and deductive
fashion, analyzing cnvironmental opportunities
and risks, assessing the implications of access
to financial resources. and cvaluating specific
domains in which strategies may be pursued,
Baba (1989: 91) argues that strategic decision
making in U.S. firms: (1) is externalized to the
extent that business consultants and  outside
executives exert influence on ity and (2) is
standardized by the ‘packages of methods’ taught
in the established business schools. Thus, the
strategies pursucd by U.S. firms appear to be
better formulated and more clearly stated than
those of Japanese firms (Kagono et al., 1985;
see also comments by Mintzberg, 1990).!

Kagono and his associates (1985) characterize
Japanese firms as using & more incremental
approach in their thinking about strategic issues.
Specitically, they report  that Japanese firms
adopt an inwardly-directed rather than market-
specific definition of relevant strategie domains
and often maintain a large degree of freedom so
far as final market choices are concerned.
The Japanese approach emphasizes resource
accumulation  and  learning  from  experience,
particularly  from past  operational activities,
Cooperative and egalitarian attitudes are regarded
as important and are used to advance organiza-
tonal goals. Efforts to activate learning and
contributions at cvery level are consistent with
this approach to strategic issue development and
action taking (Chikudate, 1991).

in a theoretical study using evolutionary theory
perspective (cf. Weick, 1979) to compare U.S. and
Japanese approaches to strategic management,
Burgelman (!1988) contrasts the ways firms’ self-
rencwal processes are managed in the respective
countries. In U.S. iirms, renewal depends on
individual managers acting as champions to
promote new ideas. Such efforts may occur at
all levels of a firm. In Japanese firms, action is
expected to be initiated, led and directed by top
management. Burgelman (1988) reasons that,

' Imai, Nonaka and Takeuchi (1985) make a similar argument
with respect to the new product development process in U.S.
and Japancse companies. They describe the ULS. approach
as being ‘analytical and sequential’, while the Japanese
approach is ‘incremental and overlapping’.

based on these alternative approaches to firms’
self-renewal, the patterns of strategic emphasis of
U.S. firms appear relatively loose. uncorrelated,
differentiated  and  complex. Because of the
cmphasis on maintaining centralized control of
firms® self-renewal processes. the patterns of
strategic emphasis in Japanese firms seem more
tightly coupled and integrated, and new initiatives
are rather difficult to distinguish from established
strategic trajectorices.

Approaching the matter from a different
direction, Sullivan and Nonaka (1988) find that
while U.S. managers categorize strategic issucs
as opportunitics, Japanese managers catcgorize
the same issues as problems or threats. They
argue that the ‘emphasis of Japancse senior
managers on strategic issues as problems may be
rooted in Japanese interpretations of their history
as a long series of natural disasters, wars,
cconomic depressions, and social catastrophes.
Japanese tend to see themselves as people who
must overcome problems’ (1988: 9).

These studies are provocative. They promote
a sensitivity to the differences in approaches to
strategic management that distinguish managers
in the U.S. from those in Japan. They highlight
U.S. managers’ general tendencies to view
strategic opportunitics and to define organiza-
tional problems relatively narrowly around cither
specific goals or functional responsibilitics. They
also suggest that U.S. managers analyze and
rationalize their options within these narrowly
defined  organizational arecas and  then  feel
comfortable and confident with their conclusions.
Further, even though they may ignore broader
contexts, U.S. managers justify their actions by
taking short-terrn financial  goals  well  into
account. They describe the U.S. tendency to
clarify the strategy formulation process by using
external consultants and standardized ‘packages
of methods™ taught in the established business
schools.  Finally, they note U.S. managers’
preoccupation with externally oriented product-
driven strategy. This contrasts with the broader
internally-oriented manufacturing process-driven
approach that is preferred by Japanese managers.
The Japanese approach identities potential prob-
lems in advance, devotes considerable time to
discussing the possible implications in a broader
situation, and attempts to reach a consensus
about the strategic decisions that are to be made.
Thus, strategy formulation and implementation
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become  highly mtegrated activities  that are
difficult to modify or change.

Based on the literature review and the dis-
cussion above, we undertiake an open, broad-
based exploration to identify differences between
U.S. and Japanese approaches to strategy. The
following propositions guide  this  exploratory
research:

Proposition I A comparison of the emphases
that are auributed 1o different  competitive
methods will identify  significant  differences
hetween U.S. and Jupunese muanagers.

Proposition 2: A comparison of the patterns
in how competitive methods are combined will
identifv significant differcnices between U.S.
and Japanese managers.

Our review also suggests additional propositions
concerning more specific differences in emphases
that characterize approaches to strategy in the
two nations:

Proposition 3: U.S. managers emphasize a
relatively narrow set of competitive methods,
while Japanese managers emphasize a broader
range of competitive methods.

Proposition 4: U.S. patterns emphasize a
product-driven strategy that is externally ori-
cnted, while Japanese patterns emphasize a
more process-driven strategy that s internally
oriented.

METHOD

Our aim is to explore and analyze the different
emphases that managers from the U.S. and Japan
report their firms place on alternative methods of
competitive strategy. The components of competi-
tive strategy in the U.S. have been discussed
frequently (c.g.. Dess and Davis, 1984). As the
Japancse have been keen students of American
management practices, these same components are
also meaningful in a Japanese context and can
serve as an appropriate  basis for comparing
managers of the two nations. FFurthermore, as
most of these firms are active participants in global
markets, there are objectively few differences in
the competitive options that are actually available.

As a result, any consitent differences in the
emphases reported by managers  likely  reflect
contrasts in strategic appt raches and hence suggest
alternative organizing principles that are character-
istic of strategic underst. ndings in the respective
countries (Kogut, 1991).

Samples

U.S. firms

The U.S. sample was diawn from firms listed in
the Compact Disclosure Database. All members
of the Standard Industial Classification (SIC)
codes 3439, which includes firms in metal
fabrication, nonelectric: 1 machinery. electronic
machinery, transportatica equipment, instrumen-
tation and miscellancons manufacturing, were
included in the sample (- ee Table 1). We selected
firms from this group because it involves the
manufacture of discrete producis based primarily
on metal and nonmetal “abrication, but excludes
process (i.e.. continuou. production) industries.
Given our need to keey the industries relatively
homogeneous and for o large sample size,
this group of six indu tries was a reasonable
compromise directed tovards accomplishing both
goals. The sample is of additional interest,
however, as it include several industries that
have been significantly o fected by the emergence
of Japanese competitor: .

Out of the 1,652 finus classificd under these
SIC codes, surveys weie sent to the 851 firms
with complete  informdion in the Compact
Disclosure Database. Of these firms, 31 firms
declined to participate citing company policy,
and 22 questionnaires vere undeliverable. This
left 798 potential respendents. A total of 177
completed questionnair s were returned for a
response rate of 22 perent. This return rate is
roughly comparable with those achicved by
surveys with similar obj ctives (Hitt, Ireland and
Palia, 1982). In the 17 cises of multiple responses
from the same firm. biterrater agreement was
checked using the procedure followed by Shortell
and Zajac (1990). As 33 pereent (312/374) of
the responses were cithe ridentical or within one
interval of one another, we concluded that a
satisfactory degree of mterrater reliability had
been achieved. Only the responses of the sentor-
most officers were retiined. This left a final
sample of 160 respondents,
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Table b, Industries and respondents—U.S. sample

Yo of

SIC No. of o of Questionnaires  total
Code  Industry description responses responses miailed miailed
34 Fabnicated metal products 11 8.7 63 7.4
35 Industrial machinery and equipment 36 28.4 259 RIS
36 Electronic & other electric eqmpment 33 259 239 28.1
M Transportation cquipment 9 7.0 57 6.7
Rhd Instruments and related products 32 253 183 22.1
3 Miscellaneous manufacturing industries 6 4.7 45 5.3
Other® i3 - — ---
Total 160 100°~ 851 100
Respondents

1 Chairman/CEQICOO 26 16.3

2 President 16 22.5

3 Senior VP/executive VP/VP 19 30.6

4 Director/general manager 6 10.0

5 Others 33 2016
Total 160 100

* Respondents who failed 1o disclose the identity of their firms.

** Excluding “Other’.

In Table 1, we compared the 160 responding
firms with the 851 firms that originally received
the questionnatre. A chi-square test of the
comparable percentages contirms there are no
statistically significant differences. so there is no
reason to expect systematic, industry bias.

Japanese firms

This sample was drawn from firms listed on the
Tokyo Stock Exchange. To facilitate a meaningful
comparison with the American sample, the firms
selected belonged to broadly the same SIC codes
3439, Table 2 shows the number of firms in the
sample and their distribution across the various
industries.

Questionmaires were sent to 793 firms. We
received 125 completed questionnaires, one tfrom
cach responding firm. This response rate of 16
percent is low but pot unusuval, given that
Japanese managers are typically reluctant to
participate it mail surveys. In addition, a single
response from cach firm is not a surprisc.
Japancese managers will not generally return a
questionnaire unless it has been discussed among
appropriate firm members and it has been agreed
that: (1) responding to the questionnaire is
an appropriate corporate action; and (2) the

responses are generally accepted as the firm's
current position on the matters discussed. A
comparison in Table 2 of the 125 responding
firms with the 793 firms that received the
questionnaires shows no industry biases.

Respondents and instrument

In both countrics. we asked that the surveys be
completed by either a top level official of the
firm or the business unit manager in the case of
businesses  with multiple units. In the U.S.
sample, 4} percent of the respondents were
CLOs or presidents with approximately 70 per
cent holding titles of vice-president or higher
(sece Table 1). In the Japancse sample, over 50
percent of the respondents had titles of general
manager or above (sce Table 2).

The survey instrument included a list of 22
generic competitive methods which have been
used extensively in the U.S. literature to oper-
ationalize patterns of strategy at the business
unit level (cf. Dess and Davis, 1984). Respondents
were asked to indicate on a 5-point Likert-like
scitle the emphasis their firms placed on these
22 competitive methods over the past 3 years.
Points on the scale had the following meanings:
I = not considered; 2 = very limited emphasis;
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Table 2. Industrics and respondents—IJapancse sample
SIC No. of Yo of Questionnaires 7 of total
Code  Industry description responses reSponses mailed mailed
KR} Fabricated metal products 9 7.2 98 12.4
R Industrial machinery and equipment 14 11.2 125 15.8
36 Electionic & other electric equipment 20 16.0 115 14.5
37 Transportation equipment 27 21.6 236 29.8
38 Instruments and related products 24 19.2 177 22.3
19 Miscellancous manufacturing industries 31 248 42 53
Total 125 1K 793 100
Respondents

1 President 1 0.8

2 Exccutive 11 8.8

k] General manager 44 35.2

4 Manager 23 18.4

5 Others? 46 36.8
Total 125 10K}

* Respondents who failed to reveal their title.

3 = some emphasis; 4 = considerable emphasis;
and 5 = major constant emphasis.

Preliminary drafts of the questionnaire were
discussed with academic scholars to assess the
content validity. This was followed up by a pilot
test with five U.S. firms that enabled the
comprehensiveness, clarity and relevance of the
items to be further improved. The English version
of the questionnaire was translated into Japancese
and checked by two Japanese researchers. The
Japanese version of the questionnaire was then
reviewed by an Iinglish speaking rescarcher
fluent in Japanese. The aim was to ensure that
there was conceptual cquivalency between the
two versions. We believe that so far as it
is possible when working with a translated
instrument, the 22 competitive methods included
are equivalent to one another in the U.S. and
Japanese versions of the questionnaire.

ANALYSIS AND RESULTS

Analysis

Three separate analyses were carricd out. We
used f-tests to compare the mean scores obtained
from the two samples. These results are presented
in Table 3. A Factor Analysis (FA) of the
respective  country responses  was  the  first
approach to identifying meaningful patterns. A

Smallest Space Analysis (SSA) was carried out
based on the same correlation data in order to
provide a second indepeadent approach to pattern
identification.

The objectives of an FA and an SSA are
similar in that both {letermine groupings of
variables bascd on oorrelation  between the
variables. However, along with the methods they
use to isolate patterns, th e assumptions underlying
the procedures differ. An FA, for example, is a
step-by-step procedure designed to draw out as
much of the sample vanance as possible as each
factor is calculated. The meaning attributed to a
factor usually considers only those variables with
higher loadings. Interpretations tend to omit
consideration of the variance associated with
items having weak loa-lings and simply ighore
sample variance that has not been included
in the factor solution. As a result, factor
interpretations are based on a portion of the
sample variance that has been systematically
isolated rather than on the total variance in the
original sample.

An SSA, on the othar hand, is a multidimen-
sional nonmetric scaling procedure that uses
correlations between the variables to place them
in appropriately contigious positions in an n-
dimensional Euclidean Space. The function of
the 8SA algorithm is to transform the correlations
among the variables into a spatial configuration
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Table 3.

Importance attributed to competitive methods

# Competitive method American Japanese -tests
sigmf,
Rank Mean S5.D, N Rank Mean S.D. N

S6  Quality of your product (1) 443 0.7 157 (3 4.25 0.8 122 p o< 0.025

51 New product development (2) 4.22 0.9 159 (n .49 (L8 123 p oo 0028

52 Operating efficiency of the (3 422 0.7 158 (6) 393 0y 121 p o 0L0S
business unit

S4  Enforcing strict product (4} 113 9 155 (1) 4.04 0.9 121 ns
quality control procedures

522 Efforts to build reputation (5) 4.01 0.9 159 (2 2.73 1.0 11y p -2 0005

S12  Extensive customer service (6) 3.87 0.9 159 (5) 396 09 121 ns
capabilitics

S3  Continuing, overriding (7) 382 09 157 (2) 428 0.7 123 -2 005
concern for cost reduction

S15  Refining existing products (8) 356 0Y 158 (19 3.36 0.9 121 p o008

55 Price {0) 352 08 157 (13) 3.50 1.3 121 ns

S Products in high priced (Y 3.51 1.2 159 {(14) 3.38 1.0 118 ns
segiments

S8 Building brand identification  (11) 3.43 1.1 157 (12) 3.52 1.1 i20 ns

S7  Offering a broad product (12) 341 1.4 158 (7y 388 08 121 p o< 0.005
range

S1E Innovatoen in manufacturing  (13) 336 2.0 159 (R) 3.83 0.9 120 p <0025
Process

SI3 0 Specific attempts to insure a (14) 329 1.0 159 (t1) 3.58 1.0 121 o 0025
pool of highly trained
experienced personnel

S18 Capability to manufacture (15) 328 1.3 159 vy M 1.0 120 e 0405
specialty products

516 Innovations in marketing (16} 316 1.1 159 (1m RRI! 0.9 121 7 < LIRS
techniques and methods

SY  Influencing channels of (17) 313 1.2 159 (18) 32 1.2 120 ns
distribution

S10 Major efforts to insure the (18) 2.99 1.0 159 (16) 3.30 1.0 121 2 04128
availability of raw materials

S2F  Efforts to enhance quality of  (19) 2.49 1.0 159 (19) 2.79 1.0 120 P 0025
advertising

820 Serving special geographic (20 233 1.1 159 (22} 2.55 1.0 1Y p o< .05
segments

S14 Maintaining high inventory (21) 2.31 1.0 159 (17) RILY 1.0 119 p -2 0,008
levels

SI7  Promotion and advertising (22) 2.3 1.1 158 (20 2.03 1.0 120 p <2 0.025

above industry average

Managers indicated the degree of emphasis their business unit attached 1o these items relative to their competitors for the
past 3 years. Likert type scales were used where 1= not considered and § =2 major constant ¢mphasis,

that preserves the rank ordering of the various
correlations (Lingoes, 1973). Thus, the distance
between any two points corresponds to  the
magnitude of the correlation between the com-
petitive methods they represent. Unlike an FA,
an SSA attempts to preserve the variance in a
sample, allowing all of it to be interpreted. In
the process of reducing the dimensionality of the

spatial representation to facilitate interpretation,
however, some accuracy of representation s
inevitably sacrificed. This sacrifice is measured
by a coefficient of alienation. Smaller values of
the coclficient imply a better fit between the
SSA solution and the original correlation matrix,
with a value of zero indicating a perfect fit, In
practice, cocfficient of alienation values of around
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(.15 are usually considered to indicate an SSA
solution that provides an acceptably accurate
representation of the original correlation data
(Guttman, 1968).

Results of means and t-fests

The results of the test of differences between
means is presented in Table 3. They suggest
there is little difference in the ranges of emphasis
that American and Japanese managers place on
alternative competitive methods. The range of
the American averages is from 4.43 to 2.32,
while the range of Japanese averages from 4.49
to 2,55, Table 3 also discloses other similarities.
Managers from  both  countries indicate, for
example, that they place a  relatively  high
emphasis on: (1) product quality and quality
controls; (2) new product  development: (3)
operating cfficiency: (4) extensive customer ser-
vice capabilities: and (5) cost reduction. Neither
Amecrican nor Japancse firms report much empha-
sis on promotion and advertising issues. This
latter finding probably reflects the fact that our
sample is drawn exclusively from manufacturing
firms serving industrial consumers and advertising
is not the emphasized way of communicating
with these customers.

Table 3 also discloses important differences:
16 out of 22 items arce statistically significant
in their differences. The results suggest that
American attention is relatively concentraced,
placing more emphasis than the Japanese on: (1)
product quality; (2) the operating cfficiency of
business units; (3) building reputation: and (4)
refining existing products. Building reputation
receives strong emphasis from U.S. managers by
being ranked Sth. However, this method is
relatively deemphasized by the Japanese, ranking
20th of 22 variables. This difference in emphasis
is the largest of all the methods assessed. In
contrast, the Japancse place more emphasis on:
(1) new product development efforts; (2) cost
reduction; (3) offering a broad linc of produ:ts;
and (4} being able to manufacture specialty
products, They also place more emphasis on being
innovative in manufacturing and in marketing, on
c¢nhancing advertising quality. on having pools of
highly trained expert personnel readily available,
and on raw material and inventory availability
than do U.S. managers. They generally place a
greater emphasis on competitive methods that

appear to be of secondary importance to U.S.
managers,

In terms of the gen-ralizations that may be
drawn from the resul's, it would seem that
managers in both covntries emphasize many
similar competitive metnods. On the other hand,
there are also important differences in emphasis
which appear consistert with previous findings
(c.g.. De Meyer et a0 1989). U.S. managers
seem to have a more liniited focus, concentrating
their attention on qualit-- and operating efficiency
issues as welt as building up their firm's repu-
tation. They seem to faor high priced segments
and the associated price and reputation require-
ments. Japanese mang wers, in contrast, report
more emphasis on neww product development,
product line breadth md cost. Generally, it
appears that they place more emphasis on a
broader range of competitive methods, many
of which are consider:d w be of secondary
importance by U.S. nanagers. These results
provide support for Prc positions 1 and 3.

Resulls of factor analys: s

Kim and Mucller (1986 suggest that in explora-
tory research using factor analysis, a variable
loading above (L45 is ar appropriate cutoff point
for making interpretations. In general, we adhere
to this rule in discussing the meanings of factors
based on our U.S. and Japanese samples.

U.S. sample

An FA of the U.S. samole suggested a six factor
solution was appropriat- (i.c.. eigenvalues > 1).
To help interpret the f.ctors obtained from the
U.S. sample, we sought help from the work of
experts on strategy i North America (e.g.,
Porter, 1980; Mintzber 1, 1988). These authors
suggest that firms conpete by differentiating
their offerings through the emphases they place
on price, image. support, quality, scope and
product design, amon others. That is, the
underlying aim of firms who are in strategic
competition is to differentiate themselves from
their competition in one or more areas.

in Table 4, Factor 1 has high loadings on
product quality. enforcing strict product quality
control procedures, inncevation in manufacturing,
ensuring a pool of highly trained and experienced
personnel, and having e «tensive customer service
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Table 4. Results of factor analysis—U.S. sample

Quality Image Product Price  Scope  Cost
diff. diff. diff. diff. diff.  control
Competitive method [ 1 1 H v \Y Vi
56 Quality of your product 0.77 0.27 0.08 ~0.06 -023 —0.04
54 Enforcing strict product quality control 0.69 0.03 (.23 0.07  —0.16 0.03
procedures
St [nnovation in manufacturing process 0.604 0.09  —-0,02 0.17 0.26 0.21
S13  Specific attempts to insure a pool of highly 0.60 0.13 0.05  --0.10 0.16 0.21
trained experienced personitel
S12  Extensive customer service capabilities 0.54 0.14 0.14 0.13 0.27 -0.15
S18  Capability to manufacture speciality products 0.07 0.66 --0.11 —~0.18 0.35 0.0
S17  Promotion and advertising above industry —0.08 0.60 0.36 (.17 0.16  —0.12
average
S22 Efforts to build reputation 0.23 0.58 0.07 014 —0.15 0.09
S15  Refining existing products 0.33 0.58 0.01  —-0.03 -0.07 -0.03
S21 LEfforts to enhance quality of advertising 0.03 0.55 0.32 0.33 0.23  -0.03
519 Products in high priced segments 0.16 0.50 0.16 -0.33 0.31 0.05
S9 Influencing channels of distribution 0.16  —~0.05 0.78 0.14 0.07 =006
S8 Building brand identification 0.06 0.30 0.68 0.12 0.12 0.03
51 New product development (0.38 0.07 048 037 —0.04 -0.02
S16  Innovations in marketing technigues and 0.19 0.41 0.46 0.048  -0.07 (.40
methods
55 Price =0.10 (.15 0.14 0.64 0.18 0.12
S10 Major efforts to insure the availability of raw 0.27  -0.06 0.16 0.61 0.69  -0.15
materials
S2 Operating efficiency of the business unit 0.44 0.1s  -0.10 0,45 012 0.38
5200 Serving special geographic scgments 0.16 011 -0.0 (.06 0.71  -0.0]
§7 Offering a broad product range =019 0.06 0.26 (.21 0.59 -0.18
SI4 Maintaining high inventory levels 0.04 0.17 0.05 0.33 0.02 --0.68
53 Continuing, overriding concern for cost 0.16 0.00 0.03 0.30  --0.07 0.67
reduction
Eigenvalue 4.02 2.20 1.60 1.30 1.20 1.04
Percent of variance explained 21.0 10.4 7.3 6.0 5.5 4.7

capabilities. This clustering of variables suggests
a general emphasis on quality concerns and
differentiation via quality.

High factor loadings on the sccond factor
include an emphasis on high promotion and
advertising cxpenditures, reputation  building
cfforts, efforts to enhance advertising quality,
refining existing products, and ability to manufac-
ture specialty products. This suggests a broad
strategy of image differentiation. The aim of this
strategy is to create perceived differences for

products that are in fact not different at all. The
focus of this strategy is on carving a psychological
niche in the minds of the customers through
advertisements (Porter, 1980; Mintzberg, 1988).

Competitive methods with high loadings on
the third factor include the emphasis placed on
developing new products, influencing channcls
of distribution, building brand identification, and
innovating in marketing methods and technigues.
While these strategic emphases encompass diverse
functions, the underlying theme secems to be
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product differentiation. Product differentiation
refers to toffering something thatis truly different,
that breaks away from the dominant design, to
provide unique features™ (Mintzberg, 1988: 20).
The fourth factor, which contains hizh loadings
on price, raw material availability and operating
cfficiency. suggests an emphasis on controlling
inputs and throughputs in ways that control costs
and hence prices, i.¢. {ow cost/price. The fifth
factor incorporates high loadings on the emphasis
placed on offering a broad range of products
and serving special geographic arcas, This pairing
suggests an emphasis on differentiation through
scope, where the goal is to promote a cluster of
products to fulfill different customers’ needs in
a large geographic market. A sixth factor has a
high positive loading on the cost reduction
variable and a high negative loading on inventory
levels suggesting an alternative way of approach-
ing issucs of cost control. Qur factor interpre-
tations closely parallel the conceptual schemes
proposed in the strategy literature for achieving
differentiation. We conclude therefore. that the
organizing principle underlying the  emphasis
on strategic alternatives characteristic of U.S.
managers is @ desire to achieve organizational
differentiation.

Japanese sample

‘To help understand how factors derived from
the Japanese sample might be appropriately
interpreted, we sought help from the work of
Kenichi Ohmae, a FTapan observer and commen-
tator on strategic management practice. Accord-
ing to Ohmae (1982). the Japanese approach
to firm strategy consistently cmphasizes  the
importance of e¢stablishing strong, comprehen-
sive, stable and defensible positions which take
into account and serve the needs of a firm's
customers. Notes Olimae:

... [Tlhe Japanese competitive achievement
provides hard evidence that a successful strategy’s
hallmark is the creation of sustainable competi-
tive advantage by beating the competition. If it
takes world-class manufacturing to win, runs the
lesson, you have to beat competitors with your
factories. [f it takes rapid product development,
you have to beat them with your labs, If it takes
mastery of distribution channels, you have to
beat them with your logistics systems. No matter
what it takes, the goal of straiegy is to beat the
competition. (1982: 149)

He argues that because of this focus on beating
the competition, it is ircvitable that strategy is
defined primarily in tenas of position relative 1o
the competition. This notion of relative po-
sitioning is also echoed in the writing of Abegglen
and Stalk (1985) in their description of competi-
tive battles between Horda Motors and Yamaha.
That is, the underlying iim of firms is to establish
positions that are stabl and defensible relative
to those that may be :reated by competitors.
Thus, in terms of the way American strategy
texts describe such matto rs the Japanese approach
seems to place high emphasis on relative posi-
tioning in preparation tor battles with competi-
tors.

The FA of the Japanc se sample suggested that
a five-factor solution wis appropriate. However,
only three of these factors have more than one
competitive method with high loadings. As shown
in Table 5. Factor 1 contains a broad spectrum
of activities which, teken together. secem to
indicate an cmphasis o1 creating an integrated
and balanced chain from suppliers to customers,
Competitive methods included in Factor 1 are
the emphasis placed on extensive  customer
service capabilities. ne product development,
building brand identitication, innovations in
marketing methods anl techniques, operating
cfficiency. enforcing stri- t product quality control
procedures, and ensurrag the availability of a
pool of highly trained an-{ experienced personnel.
Since this list includes 11ethods that reflect both
an internal orientation concerning process issucs
(c.g.. operating efficieny) and a broad external
orientation concerning 1 ew product and market-
ing issues (e.g.. innovations in marketing methods
and techniques), it refle: ts a very comprehensive
and balanced positiomiag, Hence, Factor 1 is
labeled balanced positioning.

The second factor in:ludes high loadings on
innovation in the manu acturing process, cfforts
to ensure raw material availability, maintaining
high inventory levels, offering a broad product
range, refining existing products, product quality
concerns and a continuing overriding concern for
cost reduction. This fictor encompasses items
that are oriented towarc's recurring management
issues in ‘operations’ and is tabeled operational
positioning. A third factor includes high loadings
on enhancing the quality of advertising, having
promotion and adverti-ing expenditures above
the industry average, efiorts to build reputation,
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Table 5. Results of factor analysis—Japanese sample
Balanced  Operational  Market  Segment  Price
posit. posit. posit. posit. posit.
Competitive method I I 1l A% A%
S12 Fxtensive customer service capabilities 0.72 0.13 0.21 0.21 (.11
Si New product development 0.69 (.08 0.15 0.01 =0.00
58 Building brand identification 0.68 0.28 0.22 0.02 0.08
S16. Innovations in marketing techniques and .67 0.11 0.29 0.04  -0.19
methods
52 Operating cfficiency of the business unit 0.62 016 {104 0.22 0.26
S Enforcing strict product quality control 0.49 (.28 —0.07 0.43 0.14
procedures
S13  Specific attempts to insure a pool of highly 0.43 (.24 0.15 0.39 0.25
trained experienced personnel
S18  Capability to manutacture specialty products .39 0.30 0.20 0.33 .32
St Innovation in manufacturing process 0.12 0.72 0.00 0.32 010
S10 Major efforts to insure the availability of raw 0.06 0.72 0.21 0.12 —0.03
materials
SH Maintaining high inventory levels 0.27 .65 0.27 0.0 -0.19
S7 Offering a broad product range (.25 0.59 0.06 —0.08 0.31
SIS Refining existing products {133 0.50 (.40 0,08 —0.14
560 Quality of your product 0.47 0.49 {109 (138 (.06
53 Continuing. overriding concern for cost 0.35 .43 0.00 0.32 .26
reduction
$21 Lfforts to enhance quality of advertising .24 0.05 0.82 0.06 0.08
S17 Promotion and advertising above industry 0.20 0.12 0.72 -{.(4 0.15
averape
$22  Efforts to build reputation 0.05 0.29 0.67 0.14 0.03
820 Serving special geographic sepments 0.03 -0.12 0.67 0.4 —0.08
S9 Strong influence over channels of distribution 0.41 .37 0.54 —0.09 0.18
S0 Products higher priced market segments 0.13 0.21 0.22 0.76  —0.09
S5 Price 0.03 4G.00) .14 -0.00 0.85
Figenvalue 7.70 1.90 1.34 1.19 1.05
Percent of vanance explained 5.0 v.1 0.1 5.4 .

serving special geographic segments, and having
strong influence over channcls of distribution.
These variables all concern a firm’s relative
position in the cxternal environment and so
Factor 3 s called market positioning. Two
additional factors in the FA solution cach include
a single variable with a high loading. Factor 4
consists of the competitive method “emphasizing
products in higher priced market segments,” and
Factor 5§ consists of the item, ‘price.’
Groupings in the FA {or the Japanese sample
suggest that, consistent with Ohmae (1982), the
primary concern of Japanese managers is to use

competitive methods to establish a position of
relative strength in the market place. The large
number of methods included in the tirst factor
suggests efforts to establish a balanced posttion,
providing a scamless integration from supplicr
concerns to customer needs. Factor 2 supgests
additional eperational positioning around recur-
ring internal manufacturing process related issues.
Factor 3 focuses attention on the firm's market
positioning. Finally, having products available
for high priced segments and general pricing
issues scem to be separate strategic concerns.
Table 6 summarizes the groupings of the competi-
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Table 6.

Companson of U.S. and Japanese factor items

American managers

Japanese managers

Quality differentiation

Quality of your product

Enforcing strict product quality control
procedures

Innovation in manufacturing process

Specific attempts to insure a pool of highly
trained experienced personnel

Extensive customer service capabslities

Image differentiation
Capability to manufacture specialty products
Promotion and advertising above industry average
I:fforts to build reputation
Refining existing products
Efforts to enhance quality of advertising
Products in high priced segments

Design differentiation
Influencing channels of distribution
Building brand identification
New product development
Innovations in marketing techaiques and methods

Low costiprice differentiation
Price
Major efforts to insure the availability of raw
materials
Operating cfficiency of the business unit

Scope differentiation
Serving special geographic segments
Offering a broad product range

Cost strategy
Maintaining high inventory levels
Continuing, overriding concern for cost reduction

Balanced positioning

Extensive customer service capabilities

New product developmen t

Building brand identification

Innovations in marketing techniques and methods

Operating effictency of th ¢ business unit

Enforcing strict product «uality control
procedures

Specific attempts to insur > a pool of highly
trained experienced pe sonnel

Capability to manufactur. specialty products

Operational positioning
Innovation in manufacturng process
Major efforts to insure th ¢ availability of raw
materials
Muaintaining high invento y levels
Offering a broad product range
Refining existing product .
Quality of your product
Continuing, overriding ¢ ncern for cost reduction

Market positioning
Efforts to enhance qualit - of advertising
Promotion and advertisin 1 above industry average
Efforts to build reputation
Serving special geographi - segments
Strong influence over ch. nnels of distribution

Segent positioning
Products i higher priced market segments

Price positioning
Price

tive methods by factors as they were found in
the U.S. and Japanese samples.

‘The arrangement of the factors and the
competitive methods that load on them suggest
that there are fundamental differences in the
strategy patterns between Japan and the U.S.
(sce Table 6). This finding provides support for
Proposition 2. In the case of Japan, based on
the number of competitive methods that load on
Factor 1. it appcars that Japanese managers
stress an unusually broad combination of both
externally oriented product-driven and inwardly-
directed  process-driven  competitive  methods.
Thus, relative to the findings of previous studies
(Kagono et al., 1985). the findings here suggest

that Japanese firms emphasize an integration of
process and product approaches to strategy. In
contrast. U.S. managers emphasize alternative
methods for differentiaving  their firms  from
competitors. Thus, Propo ition 4 is supported by
the findings for the U.S. -ase. but only partially
supported by those for th Japanese case. These
findings are further strenasthened by examining
the SSA results.

Smallest space analyses

While FA provides an ind.cation of the structure
of the specitic factors and the relative ordering
of methods, SSA provid-s a graphical presen-
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tation of the ways the compcetitive methods group
together and how these groupings are related to
one another. Although both FAs and SSAs
usc correlations as the basis for their pattern
identifying process, the differences in the assump-
tions and the procedures used by the respective
methods mean that there are likely to be
both similaritics and differences in the patterns
identified. Based on the correlations presented
in the Appendix, thercfore, two- and three-
dimensional SSA solutions were calculated for
the U.S. and Japancse samples.

U.S. sample

For this sample. the coefficients of alienation for
the two- and three-dimensional SSA solutions
were, respectively, 0.22 and 0.15. Figures la, 1b
and lc present cach of the three faces of the
three-dimensional SSA solution. Each face of
the three-dimensional SSA solution suggests that
the 22 variables can be meaningfully divided into
regions that correspond approximately to four of
the six factors identified in the FA. Hence,
the SSA solution factlitates some  degree of
simplification of the groupings presented in the
FA. Specifically, *actor 6, which was interpreted

as an emphasis on cost contrel and which did not
fit casily into Mintzberg's (1988) differentiation
scheme has, in fact, been absorbed into the other
variable clusters in all faces of the SSA solution.
The other five factors cither are confirmed or
their variables are redistributed into the other
four groupings in the various faces of the SSA
solution. The 1egions of the SSA solution have
been numbered so as to highlight the similarities
and contrasts with the FA solution. Numbers
that correspond to the points that are connected
to form SSA regions represent the competitive
methods described in Table 3.

Figure la shows that the third factor, product
design differentiation, has been absorbed into
the other regions of the solution. Thus, in Figure
la. there is no region labeled 3 or 6. Region |
includes the quality competitive methods from
the first factor of the FA and two additional
methods—influencing channels of distribution (9)
and innovations in marketing techniques and
methods (10). Inclusion of these methods in this
region led to it being named  quality and
marketing.  Region 2 includes all the image
differentiation methods and, in addition, the
methods concerned with building brand identifi-
cation (8) and new product development (1),
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Hence, region 2 is labeled brand- and product-
based image.

Region 4 includes the
methods associated with an emphasis on low
cost/price as well as the method emphasizing a
continual, overriding concern for cost reduction
(3). Thus. Region 4 retains the label, fow cost/
price. Rcegion 5 includes the two  methods
representing a firm's emphasis on differentiation
through scope and adds once further method,
maintainting high inventory levels (14). Region S
retains the label, scope.

Figurcs 1b and lc, provide the other two faces
of the SSA solution. While each suggests that
just four regions are sufficient to group the
methods. the content of the various consolidations
differ. In Figure 1b, Region 3 consists of the
same four methods included in the product design
factor in the FA solution. Another grouping of
four methods, Region 4, includes a continuing
overriding concern for cost reduction (3) and
remains appropriately named fost cost/price, as
in the FA. In contrast to the FA, however, there
is an important group of factors in Regions |
and 5 combined. This region combines the
compctitive methods from product scope with
most of the methods included in the broadly
defined quality factor. The exception 1s the
quality of product method (6). itself, which is
associated with image in Figure 1b. To highlight
these changes tn groupings, the regions in Figure
Ib are labeled, respectively. extended quality and
marketing and quality-based image.

The face of the SSA in Figure Ic again shows
a separate Region 5 that includes the threc
competitive methods associated with scope. Qual-
ity of product (6) is again found with most of
the other quality-oriented  vartables which, in
turn, now include the operating efficiency (2)
and cost control (3) methods. This reconfigured
Region 1 s labeled  cost-constrained  quality.
Similarly, the methods included in the cluster
concerned with image change shightly and now
include the emphasis placed on extensive cus-
tomer service (12) and price (5). Region 2
is labeted service-oriented, price-hased image.
Finally, the methods emphasizing differentiation
through product design now include an emphasis
on ensuring the availability of raw materials (10).
As this simply adds another item where it is
possible for design efforts to be applied, Region
3 continues to be labeled product design.

three competitive

The SSA solution of the U.S. data highlights
how, using a different technique and the same
data set. competitive methods may be added to
or deleted from the various cluster groupings.
Yet even with these changes, a mcaningful
interpretation of the patterns is possible and
indicates  alternative strategic thrusts  directed
towards achicving varying types of differenuation.,
Broad-based cmphasis on quality or image. as
were obtatned in the FAs, are now more
specifically focused in the different faces of the
SSA. These modified emphases focus, respece-
tively, on a combination of quality and marketing,
or cost-constrained quality. Similarly. instead of
a geaeral emphasis on image, the SS5A suggests
strategic  cfforts may promote a brand- and
product-based image. a quality-based image. a
service-oriented image, or a price-based image.
There seem to be core concerns that product
design efforts can focus upon. and there are also
methods that are sometimes part of the product
design effort and at other times, are not. Scope
can be seen as a separate area of activity or it
can also be combined with other variables
to develop a notion of extended quality and
marketing.

These changes in variable groupings and then
apparent meaningfuiness suggest some of the
difficulties in interpreting  the  differentiation
strategies  pursued by U.S. managers. Irom
a U.S. viewpoint, the process of  strategic
differentiation implies stability only for, at most,
the medium term or until managers believe that
market changes necessitate  adjustments. Yet
from a Japancse perspective, this strategie flexi-
bility might also be appropriately described as
strategic ambiguity or even indecision. This s
because the Japancese focus on building stable,
defensible positions for a longer time period and
make ineremental adjustments in the short-term
within these constraints.

Japanese sanple

FFor this sample, the coefficient of alienation for
the two- and three-dimensional SSA runs were,
respectively, 0.24 and 017, Figures 2a, 2b and
2c present the three faces of the three-dimensional
SSA solution. As compared with the FA, the
SSA solution offers simplification in terms of the
number of distinct cluster groupings that are
necessary to understand the data.
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in Figure 2a, 0 particular, it is cvident that,
with one exception. all competitive methods are
clustered together to form a single grouping
labeled broad overall positioning. The emphasis
placed on price (5) is the one variable not
included, and it is similarly isolated in Figure 2¢.
This spatial representation strongly suggests that
Japancse managers consider price as an issue
unrelated  to other strategic  concerns—it is
something considered to be strategically separate.

This separation makes sense in the Japanese
context. Rather than being regarded as a competi-
tive method over which one can exercise choice
as in the U.S.. prices in Japan tend to be uniform
and are regarded as a reflection of industry-wide
pressures that constrain all firms™ activities. That
is. firms are subject to price pressures from their
competitors and. in turn, firms seek to push
their own down to exert reciprocal
pressures on their competition. Firms set price
reduction targets and then push for improvement
in their own performance and in that of their
suppliers in order to reach these targets (Abegplen
and Stalk., 1985). An additional issuc arises
because many of the Japanese firms in the sample
are heavily involved in exporting (Ito and Pucik,

prices

1993). Japanecse firms e generally committed
to maintaining stable int :rnational prices, and so
recent currency fluctuati s have often added to
the cost reduction pres ures. More specifically,
as the value of the yen rises relative to the value
of the U.S. dollar and dollar prices are kept
stable but costs in terns of ULS. dollars rise,
Japanese firms place themselves in a position
where they must redvce costs. By showing
the price variable as  solated from all other
competitive methods, the SSA, more clearly than
the FA. emphasizes the distinctive role pricing
plays in a Japanese straegic context.

In Figures 2b and 2¢ the methods contained
in broad overall positic ning separate into two
clusters. Regions 1 anl 2 encompass all the
methods included in Foctors 1 and 2 and are
labeled  balanced and perational  positioning.
Region 3 includes four of the five competitive
methods that were contiined in Factor 3 which
was labeled market poscioning, The other com-
petitive method, ‘emplasis placed on having
strong influence over d stribution” (9), is reab-
sorbed into the main clu ter along with *emphasis
placed on having pro lucts in higher priced
market scgments' (19)  one of the methods
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isolated as a separate factor in the FA. Overall,
clusterings in the Japanese SSA seem more
broadly defined and delincated than those in the
American solution.

DISCUSSION

The purpose of our research was to find ways to
identify and distinguish the emphases that U.S.
and Japanese managers place on sets of competitive
methods. Prior research has suggested both simi-
larities and significant  differences in the ways
Japanese and U.S. managers approach strategic
issues (e.g., Kagono et al., 1985; De Meyer er al.,
1989). Our study confirms several similarities with
regard to the competitive methods emphasized by
U.S. and Japanese managers in their approaches
to strategy. Additionally. it highlights differences
that, while consistent with alternative underlying
organizing principles, may lead to ditferent types
of action generation not previously discussed.

Means and t-tests resuldes

The findings indicate that manageres from both
Japan and the U.S. place great, but different
emphasis on quality. quality controls, operating
efficiency, cost reduction and customer service
capabilitics. First, U.S. managers concentrate
their attention mainly on quality and operating
cfficiency issues as well as on building up their
firm’s reputation. In contrast, Japancse managers
emphasize a much wider range of competitive
methods than do their U.S. counterparts. By
conceptualizing strategy broadly, Japanese man-
agers signal their competitive priorities in future
global competition. This is reflected in the
observations of Mroczkowskt and Hanaoka:

For Japan, the era of competing on the basis of
being the low cost imitator of the West and
using exports to stimulate its doinestic economy
came (o a dramatic end with the rise of the yen.
Japanese companies reacted by shifting  the
competitive battleground to a different plane.
They have moved up-market to compete on
the basis of quality, innovation, and product
leadership while defending their cost structures
against NICs and Western competitors by rapid
automation (198Y: 39)

Second, U.S. managers favor high priced

segments and the assoc.ated price and reputation
requirements. In contast, Japanese managers
place more emphasis «n new product develop-
ment, product line breadth and cost position.
These results are consisteat with previous find-
ings. For example, D¢ Meyer er al. (1989: 137)
showed that the two top pnorities in U.S.
manufacturing firms were the abilities to provide
consistent quality and leliver high-performance
products. In the case of Japan. ‘the ability to
have low cost prodiction, is the Japanese
objective number one. This is no recent phenom-
enon due to the increqsing strength of the yen,
but has consistently ben top priority for the
Japanese over the pact 4 years’ (p. 139). The
Fapanese focus on cost position is perhaps driven
by the fact that menufacturing costs as a
percentage of sales are highest for the Japanese
when compared with the Americans and Euro-
peans (De Meyer ef af. 1989).

Third, the Japanese « mphasis on new product
development and on o ffering a broad product
line is an emerging focus and, perhaps. refleets
the severe domestic competition in Japanese
markets where new  oroduct introduction s
essential just to mainta:n position. The Japanese
are likely preparing for the next stage in global
competition in which competitive advantage will
be based on technolo tical (i.e.. new product
innovation), rather thar manufacturing superior-
ity (Ito and Pucik, 199.). U.S. managers should
be concerned, since new product innovation has
been an arca of strength for U.S. firms.

The implications of these initial indications of
similarity and difference  become  clearer  as
patterns in the FA .nd SSA solutions are
interpreted and the differences between U.S.
and Japanese firms, not commented upon in
jrrevious studies, becon ¢ evident.

FA resufts

Consistent with U.S. stratepy experts (e.g., Porter,
1980; Mintzberg. 1988). our general interpretation
of the factor analytical o sults of U.S. firms is that
the organizing principle vnderlying these responses
is a desire o differentiate i firm from its competitors.
In contrast, and consistznt with Ohmae (1982),
our general interpretation of the Japanese results
is that the underlying organizing principle is the
establishment of a conprehensive, stable and
defensible firm position.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Seen in this light, the differences isolated by
the s-tests become more understandable.  As
the organizing principle for U.S. managers is
differentiation of their firms, managers can be
expected to do what is nccessary to achieve
this goal and po more. Thus, U.S. managers
emphasize a narrow range of competitive methods
any one of which may be pereeived as sufficient
to differentiate. In contrast, the Japanese concen-
trate on building stable and defensible positions
and, hence, emphasize a wide range of competi-
tive methods. While such a strategic approach
may not distinguish Japanese firms from one
another, it may distinguish them as a group from
U.S. firms. As a group, the Japanese firms
cmphasize a much broader range of competitive
methods in their strategics.

SSA results

A comparison of the SSA helps to elaborate and
clarify several points. First, the SSAs for the
U.S. managers illustrate how casily different
competitive methods are combined in ways that
refocus attempts at differentiation. As well as a
general emphasis on quality, for example, firms
may emphasize cost-constrained quality or quality
and marketing. As well as general image, irms
may emphasize a quality-based image, service-
oriented image. price-based image or brand- and
product-based image. These competitive method
regroupings in the several fuces of the SSA
suggest that the main source of complexity often
attributed o strategies pursued by U.S. firms
may come not so much from the diversity of
competitive methods employed, but from how
they are combined or recombined to define
alternative, distinctive, meaningful efforts with
respect to a diffeventiation focus. Given an
underlying organizing principle of preference for
differentiation, such recombinations make sense.
The recognition that much of U.S. stratepy
formulation consists of finding new and creative
ways of combining competitive methods suggests
that U.S. managers, who view strategy develop-
ment as an abstract game or intellectual exercise
with the primary objective of doing something
new or unusual, may be at a disadvantage. This
is beeause the consequence of such an approach
may be a long string of strategy fads and a
continual scarch for new combinations as current
approaches become obsolete. In other words,

the U.S. orientation may make it substantially
more difficult for U.S. firms to achieve a stable
and sustainable competitive advantage over time,

Sccond, if the Japancse underlying organizing
principle is to establish a stable and defensible
strategic position, finding ways to differentiate is
simply one means of contributing to an integrated
package designed to serve  customers more
effectively than their competitors. As one man-
ager of Sony Corporation of Japan put it. ‘Our
intent is to compete by creating a scamless link
between raw materials at one end and customers
at the other.” Our follow-up discussions with
Jupanese managers suggest they quite often think
they encounter strategic confusion and ambipuity
in their dealings with U.S. managers. They often
simply take this for granted. accepting it as being
‘the way American managers are.” Not used to
less comprehensive ways of strategic thinking,
they find that U.S. managers seem to have a
narrow approach and, as a result, scem unelear
as to their firms' strategic positions and exactly
what this is trying to achieve. Given that
Americans consider themselves direct and 1o the
point, this Japancse pereeption of Americans
may surprise many U.S. managers. However,
the assessment is understandable  when one
compares the underlying organizing  principles
wineh distinguish U.S. and Japanesc perceptual
bases for strategic action generation.

Third, the SSA solution for the Japanese
managers  shows an  emphasis on a broad,
comprehensive and integrated approach. The
consistency of patterns across the various faces
of the SSA solution probably testify to the
long-term perspectives  that underlie Japanese
approaches to firm strategy. Different competitive
methods are concentrated in clearly definable
regions, and the aim of the positioning is casily
identifiable  and understandable. This  finding
clarifies Burgelman’s (1988) speculation  that,
because of the emphasis on centralized control
in Japanese firms, the patterns of strategic
cmphasis seem more tightly coupled and inte-
grated and new initiatives may be difficult to
distinguish from established strategic trajectories.

Furthermore, Japancse managers may  view
environmental change as a threat while U.S.
managers view the same change as an opportunity.
While Sullivan and Nonaka (1988) use differential
historical experiences associated with the respec-
tive cultures as a rationale for this difference. an
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alternative explanation may be that the Japanese
view such change as a threat because their
cmiphasis is on building a strong and stable
positioning for their firm, something that is
clearly endangered by change. Conversely, U.S.
managers may scce change as an opportunity
simply because it provides an occasion for new
cfforts at differentiation, something that they are
doing and probably adjusting to anyway.

Fourth, the stability of the Japancse patterns
indicates a more incremental approach to strategic
adaptation. In Japanese firms, face-to-face com-
munications and lower-to-higher communications
among managers are both much more intensive
and much more extensive relative to those in
U.S. firms (Pascale. 1978). Incremental change,
along with more information processing, suggests
that strategy formulation and implementation
are likely to be blurred (Jaeger and Baliga,
1985: 123}, and such blurring may facilitate the
execution of successful strategies (Ansoff, 1982). In
the context of advanced manufacturing technologies
introduced into Japanesce and Western firms, prior
rescarch has found that Japanese firms arc
better at the implementation of these technologies
(Jaikumar, 19860). A broad based incremental
approach focused on maintaining stability stresses
both formulation and implementation  simul-
tancously. In contrast, U.S. organizing principles
that emphasize ways to differentiate would be
likely to seem to stress strategy formulation at the
expense of strategy implementation.

Finally, by focusing on multiple ways to
differentiate, U.S. managers approach strategy
as described and ‘packaged’ by the nation’s top
business schools (Baba, 1989). Strategy is viewed
as a top-down driven, analytical process where
the ‘problem’ gets divided into various constituent
parts and an elite top management group is given
the responsibility to find one *best’ solution {cf.
Mintzberg's (1990) comments on the ‘design’
school approach to strategy). Depending upon
the mode of differentiation sought, the top
manager with the right functional specialization
is responsible for formulating and implementing
strategy. Such an approach is termed strategic
segmentalism (Imai er al., 1985). Not surprisingly,
the result is a strategy articulated from a narrow
specialized perspective (i.e., a particular mode
of differentiation) often reflecting the specialized
vackground of the top manager spearhecading the
process.

[t is not clear that strate gy, as it is understood
in the U.S., is a meaning ful concept in Japan.
Yet to understand what is going on from
a Western perspective, we inevitably make
comparisons with what we know. Thus, in
contrast to strategic manag ement practices in the
U.S., Japanese strategic « ccision making is not
concentrated only among top managers; lower
fevel managers also activel - contribute to corpor-
ate level decisions. Moreoyer, a strategy becomes
effective only after conser: .us among the various
managers, a process knovn as ringi (Hattori,
1978: 12). The more tightly coupled Japanese
patterns signal a ‘synth:tic’ or synthesizing
approach whiat emphasiz s the interrclations
among the various metl ods. Relative to an
analytical approach, a method that stresses
synthesis reflects a broader and more holistic
conceptualization of strat-gy. In other words,
the results suggest that tl e Japanese are more
inclusive and focus on a broader array of
competitive methods relative to their American
counterparts. Thus, any :hort-term changes in
the emphases they place on different competitive
methods arc likely to be less pronounced, or
even trivial from a U.S perspective. Conse-
quently, U.S. managers mav be tempted to ignore
incremental adjustments in Japanese compelitive
methods when, in actuality, those are the very
adjustments which stren:then and extend a
Japanese firm's competitive position. This per-
haps explains why Japanes: firms in competition
with one another arc higlly sensitive to minor
changes by their rivals (Abegglen and Stalk,
1985).

Implications for strategic rmanagement

Perceptions of U.S. and Japanese managers
reveal different underlying organizing principles
leading to different underst indings and interpret-
ations of competitive strate 1ty issues. If the above
discussion, based on our results, is indeed
true, then the competitive implications for U.S,
managers are straightforwrd. First, identifying
ways to differentiate onsclt is unlikely to lead to
a significant sustainable competitive advantage
becausc Japanese firms are advancing incremen-
tally and or. a broader front. Second, while the
changes in Japanese approaches over the short-
term may scem trivial, over long time periods,
as the Japanesc lcarn to balance conflicting
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competitive methods better (c.g., low cost and
high product varicty), they are likely to become
even more formidable competitors.

Third, U.S. stress on strategy formulation at
the expense of implementation can have scrious
shortcomings when  competing  against  the
Japanese. In describing such poor linkages
between formulation and implementation in U.S.
firms, the Japanese strategy cxpert Kenichi
Ohmae (1982: 226) evokes the metaphor of the
human body to suggest ‘that scparation of muscle
from the brain may well be the root cause of
the vicious cycle of the decline in productivity
and loss of international competitiveness in which
U.S. industry scems to be caught.” This shouid
be of serious concern to U.S. managers.

FFourth, different approches to organizing are
likely to become increasingly important as U.S.
and Japanese managers cngage in  strategic
alliances or joint ventures, or as U.S. and
Japanese managers work, respectively, in Jap-
anese-based or U.S.-based firms. The U.S.
approach centering on individuals and efforts at
differentiation may well seem cceentric and fickle
to the broadly-based Japancse whose approach to
strategy focuses on building relative competitive
position over the long term.

Suggestions for future research

The competitive methods used to compare U.S.
and Japanese firms in this study have been
extensively tested in the U.S. (cf. Dess and
Davis, 1984). While these methods are also
meaningful in a Japanese context, there may
be other competitive methods  that are also
important. Two in particular have been noted
clsewhere: R & D intensity and export oricn-
tation. Franko (1989) provides empirical data to
suggest that the erosion of the world market
share of U.S. firms during the decade of the
1970s is duc in large measure to the greater
R & D intensity and commitment on the part
of Japanese and European competitors. More
recently, and on another front, Ito and Pucik
(1993: 71) argue that export orientation ‘is a
particularly appropriate measure for Japancse
firms, where most internattonal sales have been
through exports, as opposed to offshore manufc-
turing.” This is important for Japanese firms that
are not market leaders, because o expand, these
firms have to circumvent barriers, such  as

distribution  systems  that are controlled do-
mestically by leading Japanese firms. Circumven-
tion is achicved by cxporting abroad (Ito and
Pucik, 1993; 62). In the U.S., becausc of the
relative size of the domestic market and their
parochial oricntation, we expect U.S. firms to
be less concerned about international exports.
The results presented here indicate that Japanese
firms are emphasizing innovation and new product
development, suggesting that the relative differ-
ence with respect to R & D between the two
nations is unlikely to be significant. These and
other competitive methods should be included in
future comparisons.

We have relied on cross-sectional data to
isolate the patterns in strategy orientations in
U.S. and Japanese firms across numerous indus-
tries. The nature of the data does not permit us
to say whether such stratcgic patterns remain
stable over time. Survey results from an empirical
study ol competitive priorities in manufacturing
in U.S. and Japanese firms, collected annually
over 4 years, however, reveal a remarkable
stability in competitive prioritics (cf. e Meyer
et al., 1989: 138). Scveral researchers have also
noted that Japanese management practices are
never static, but evolve through continual adjust-
ments to new cconomic, social and competitive
prioritics  (Mroczkowski and Hanaoka, 1989,
Smothers, 1990). Still there has been little effort
to systematically collect longitudinal data to
determine if and how patterns may change.
Further research using longitudinal data is sorcely
needed to examine the stability of strategic
patterns over time.

Our study focuses on subtle differences in the
perceptual orientations of U.S. and Japanese
managers. We  have implicitly assumed  that
perceptions of emphasis are linked to behavior
because strategists’ perceptions materially affect
strategic choices (Reger and Huff, 1993). How-
ever, rescarch also shows that perceptions are
based on incomplete information, are biased,
and may not readily incorporate evidence from
a changing world. In other words, there may be
slippage  between perceptions and  subsequent
behavior. Henee, strategic management rescarch
can benefit from studies that link perceptuat
patterns to the ‘realized” behavior of firms. We
have shown that the patterns in cmphasis
underlying strategy are different between Japan
and the U.S. The auestion then becomes to what
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extent do ‘emphasized” strategies differ from
‘realized’ strategies? We proposc that the links
between emphasized and realized behavior are
stronger for Japancse firms than for U.S. firms.
As mentioned carlier, face-to-face communi-
cations and lower-to-higher level communications
among managers are more intensive and lower
level managers actively participate in and contrib-
ute to strategy decisions in Japanese firms.
Decisions become effective only after a consensus
has been reached. This greater degree of connec-
tedness is likely to ensure a tighter linkage
between emphases and realized behavior.

The different organizing principles and action
generating structures reported here may have a
differential impact on firm level performance.
However, relevant firm level performance is
culturally defined. ULS. firms are highly interested
in historicat performance. and as noted carlier,
the historical financial performance achieved by
Japanese firms has been consistently inferior to
that of U.S. firms (Kagono er al., 1985). The
emphasis in Japan is on growth rates and market
share. Indeed, many Japanese firms have excelled
in these dimensions (Abegglen and Stalk, 1985).
Institutional and cultvral differences are likely
to cnsure that short-term financial performance
and profitability remain much more important
to U.S. rather than Japanese firms. Nevertheless,
it would still be useful tc examine whether
variations in patterns about the way strategy is
understood differ significantly between firms that
are superior performers and those that are poor
performers within the context of cach nation.
We expect that patterns between superior and
poor financial performers are likely to differ
significantly in both contexts. However, differ-
ences in the patterns associated with various
fevels of financial performance are likely to be less
pronounced in Japanese firms, where financial
performance is traditionally a less important
variable. Instead, in Japan different patterns
might be associated with greater growth and
market share performance.

CONCLUSION

The study raises several methodological issues as
a result of the new insights gained from a
comparison of the outputs of two different
pattern identifying techniques—the FA and §SA

solutions. As there is no single perfect pattern
identification  procedure, there are inevitably
trade-offs that characteri e and also distinguish
the results of various techaiques. Though certain
limitations and differences between pattern identi-
fication techniques are often overlooked, in
cross national research they may be particularly
important, In the presert study, for example,
the visual presentation orovided by the SSA
better demonstrates the distinctiveness of the
Japanese strategies. The SSA more effectively
cmphasizes both the instanility and the meaning-
fulness of the instability implicit in the U.S.
approach to differentia:ed strategies. For a
different study. however. other technigues or
combinations may be better. The lesson is
that in the context of making international
comparisons of manager. and strategy making
and where the aim is to +dentify similarities and
differences, it is desirabl2 to use a number of
different  pattern identi'ying procedures and

consider the meaningfviness of the results
obtained from each.
While the number f studies comparing

Japanese and U.S. firms i. steadily growing, very
few studies attempt to hishlight and discuss the
subtler distinctions in policies and philosophies
that truly separate the tirms in these nations.
This study is one among a few that, using data
collected from managers in the field, identifics
differences in emphasis and the patterns in these
differences that distinguish U.S. and Japanese
approaches to strategy. More studies are needed
to uncover and highlight ti.e different understand-
ings and underlying org mizing principles that
managers of different nat:ons use to both justify
and guide their firms’ st ategic actions. In our
opinion, such organizing principles can perhaps
help predict failure and .uccess of firms in the
current competitive global environment.
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S17 1S =4 —7 16 38 23 35 59 34 [6 23 31 10 33 44 52100
S18 8 15 3 13 19 30 27 30 1 5 26 12 38 13 46 32 48100
S19 39 15 =7 27 6 36 20 43 23-13 23 31 24 1 41 28 3¢ S8 100
520 ¢ 4 513 19 11 31 15 16 1S 27 39 10 17 16 19 32 34 30100
521 10 30 4 16 40 30 36 52 44 37 28 38 21 33 32 57 73 47 37 45100
S22 23 025 11 27 16 49 8 43 13 30 23 48 37 11 44 38 40 38 41 7 49100

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



‘uolissiwiad Jnoyum payiqiyosd uononpoadal Jayun4 “J1aumo 1ybuAdoo ayj Jo uoissiwiad yjm paosnpoiday

QOT 8 6 o6t LY 69 6 05 65 IS t5 9¢ 0§
001 69 ¢t S PR €S 8BS Lb t¥ BS €C 8t
001 09 ¢t 05 Ly S 0O vC 8¢ 11 8¢

00T +9 LT St S¢€ PG IS ¢S S Lp

QOI ¢ 6b S €6 69 <L 99 9y

Q0L LY 0SS 8P O £S5 ot 9¢

00T vL bvs 7S LY (¢ LE

001 SL v SS SY 7Y

GOL9S 65 $9 69

001 vL 9v 19

00T £ 9v

00t €9

00

¢ 1T G 61 BRI L1 91 ST pL ¢ ¢ 1T 0

99 0t s¢ ¢v €I 9t 1t ¢t ¢§
1L £s 0t tt 81 tY ¢¢ b LS
0s 0t 0 6 I 0C b 91 I[¢
Se v 0t 09 £ £ ov Ly LY
L9 €9 85 09 vt LP 65 09 t9
¢SS v 81 vC ST 1t o6t Lb
b9 1L 8 ¢¢ 7— LS ¥S L9 09
L LY o 65 £l 6 65 05 5
tL 19 vb 99 1— 09 65 bt 9§
96 65 T ¥9 ¢ YL 1S 09 S
69 9L 16 0L SC tL 05 89 (8
6L 9F 19 €L 6 9 tL 19 (Ot
169 8 19 $9 CT1 Lb 8Y Lt Ot
001 S9 o6F ¢ O € 95 (09 ¢9
001 9 0L ¢C 65 LS 95 8L
00199 1C Iy Ly BF §§

00 PI C8 9L LS VL

001 1¢ 6t 1t ¢

001 L9 LY O

001 €4 1§

00T 69
001

I 6 8 L 9 ¢ ¢+ ¢ ¢ 1

¢csS
A
0ZS
61S
8IS
L1S
918
CIS
PIS
tlS
¢1S
1S
O1S
6S
8S
LS
AN
)
bS
£S
¢S
(S

(£21 = N) sway asauedef 10§ sajqurrea £3aea)g
‘sisAjeue odeds ||ewis J0J XLI)BW SJUIIDYJI0D £DIUOJOUOUE HEIAL
VILVd ASANVAVFE



