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CHAPTER 1
INTRODUCTION

Sony has successfully created an incredible brand name. It is all about high-technology, innovative products and state of the art gadgets. Sony was founded after post-war of Japan 1946 by two innovative thinkers Masaru Ibuka and Akio Morita, who wanted to step in the business of electronics. They setup a small facility in the bombed area in Japan by the name of “Tokyo Tsustin Kenkyujo”. Sony has also used innovation and new technology when it comes to their products. Innovation has been used as a core important thing when building their markets, making billions and a multinational electronic empire. The initial products that company started with, the first electric seat warmer and electric rice cooker, later on the transistor radio, the Trinitron, the portable walkman and the Betamax VTR. The quest since birth is having excellence through constant innovation and capturing the consumer’s heart and retaining them, instead of gaining huge profits. Furthermore, being a tough competitor for others in electronic industry, company spends huge amount of capital on research and development. 

Sony was the first company who opted for miniaturization and portable products. The Corporation had diversified in field of film industry, music industry and later on revolutionizing the entertainment industry.
The essay will answer the question how Sony had the competitive advantage as compared to its competitors and had always opted for the differentiation strategies (Chapter 2). Later on when company wanted to internationalize, they had invested huge through FDI’s all over the world and had also faced different kinds of risks (Chapter 3). The entire risk taking diversification of Sony as a success or failure would be discussed in (Chapter 4). After going through the detailed analysis of the case study, we can say either Sony strategies were involved to be evolutionary or not, followed by the recommendations that will be given (Chapter 5). Finally the conclusions will be drawn (Chapter 6).

CHAPTER 2

COMPETITIVE ADVANTAGE & DIFFERENTIATION STRATEGIES

2.1 Competitive Advantage:
Sony’s dynamic rise in the field of electronics is due to their innovation and high technology products. For their dynamism in this regard we need to talk about the competitive advantages that Sony has over other competitor. A company needs to define its strategy and then the ways to achieve it. To have a competitive advantage at one’s end is indispensible to life for a company. The competitive advantage guarantees’ the higher profits as compared to rest industry. According to porter, there

are two kinds of competitive advantages;
  * Differentiation Advantage
  * Cost Advantage
If a company has a cost advantage as compared to its competitor, they produce same product at a lower cost and through differentiation they can make higher profits. The competition in electronic industry is very tough. Patent protection lacks and Sony had to face these problems not only from Japanese firms but also from the electronic industry of Korea, Taiwan and Hong Kong. In actual the electronic products launched were copied by others more or less at same time. This rivalry was called “Survival of the fittest” meaning technology that comes out victoriously becomes an industrial standard and other have to follow it. Sony always won this battle due to the innovation and creativity that led to first mover advantage with every product they launched. Among innovatory visions, one was in 1950 when they opted for miniaturization and portability which resulted in first blockbuster in 1979; The Sony Walkman. The products that Sony was offering had Value for Money. For Example, if you are buying a Play Station 3, not only it is a gaming console,   but a hard disk also where the data can be stored, watch some high quality blue ray disc movies and surf on internet.
2.2 Differentiation Strategy:
Sony always opts for differentiation in order to stand out from rest of the competitors. Their unique product readily catches the eye of consumer and attracts them. The figure below is called Porter

Generic Matrix. The competitive scope in the figure shows when a company follows has a broad or narrow target. If a company has low competitive advantage the focus will be on low cost & if a company has high competitive advantage, the focus will remain on differentiation strategy. The matrix tells the position of a company in that industry. Sony Corporation has a broad target and high competitive advantages which allows the company to follow differentiation strategies. The company could follow this strategy due to its high spending on scientific research and their highly skilled, creative product development teams. Premium pricing is also achieved by this way by the company. 
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                    Figure 1: Porter’s Generic Matrix 

CHAPTER 3
SONY INTERNATIONALIZATION

Internationalization Journey from 1980’s to 2000:
Sony Corporation in the period of 1985 up to 1995 had further invested through foreign direct investment in different countries in South and East Asia including Taiwan, Hong Kong, Vietnam and etc. By the early 1990’s, the Sony had over 600 subsidiaries with 70 manufacturing plants over different countries which showed horizontal product based specialization in different markets. From 1987-1990, Sony also acquired Columbia Pictures. In 1992, the successful strategies of the company throughout the world led them to achieve 73% of entire sales outside Japan which tells about Sony’s success in internationalization and providing

high premium products. In 1995, Sony went into partnership with Intel Corporation to provide microprocessor chips for their new range of laptops by name of SONY-VAIO. Later in 2001, The Company started a joint venture with Ericsson mobile and launched new range of handy sets for the consumer market by the brand name of Sony Ericsson.
Figure 2: Four Risks of Internationalization
                                FOUR RISKS OF INTERNATIONALIZATION 
Country Risk:
Companies need to have an extensive research before entering in a country. These risks can be in different forms depending upon the country governmental regulations, policies, tariffs, and patent protection. Sony had also faced some risks when they had faced problems regarding the weak patent for their electronic products.
Currency Risk:
            Currency plays a vital role when companies internationalize. If financial position of country is not good, it would be risky to invest. There are risks of adverse exchange rate fluctuation, inflation. In the case of Sony, the strength of Yen from 1985 onwards made exporting increasingly difficult for them. The internationalization of Sony’s production in different countries had partly provided the company with protection as to yen. The Sony Company was somehow immune to the fluctuations that were with yen, but still the yen favored Sony somehow in the acquisition strategy of United States Company.
            Commercial Risk:
Commercial risk always prevails when

a business wants to expand. If strategies are formulated efficiently and effectively, these risks can be lowered. Sony had also faced a commercial risk when they went through alliance with United States Company. There alliance did not worked out somehow and had resulted in heavy losses for Sony through an out of court settlement.
Cross-Cultural Risk:
Culture variance is among the most important risks that a company faces when expanding their business through. Different style of management and decision system is practiced everywhere. Ethical practices are also different in business and in cultures also. As in case of Sony, they had followed more non ethnocentric way. Sony was not following a pure Japanese managerial system but was recruiting non Japanese into top management to run the operations. In order to lower cross culture risk, the company CEO in 1963 shifted to United States to see the American business, consumer culture & practices much closely.

Chapter 4
DIVERSIFICATION & FAILURES OF SONY

Diversification of Sony:
Diversification strategies are used by companies in order to expand operating profits, capturing new markets, products or services or even to the existing stages of production. Diversification can be either at business level (coming with new segment relating to existing segment) or at corporate level (targeting a new business).
Sony diversification was always based on innovation and high technology products. Sony also implemented related diversification strategy

which involves adding businesses whose value chains possess competitively valuable strategic fits with the value chain of the company’s present business(Thompson & Strickland, 2003) Lynch (2000:p71). An early quite notable diversification move was into life insurance via joint venture which led to Sony Prudential Life Insurance Company in 1976. Furthermore, company stepped into the business of records by acquisition of CBS records as a 1968 joint venture.
Later in the journey of diversification Sony went into alliance with Texas Instruments in semi-conductors and also another alliance with Philips in order to promote CD players and the compact disk format. The company later on diversified into the business of pictures by acquiring Colombia Pictures in 1989. In terms of industrial logic, the diversification of Sony was innovatory rethinking from the traditional industry boundaries in order to achieve the competitive advantage. Sony’s diversification into entertainment industry was seen as vision for multimedia future in which Sony was controlling the future high value software products (films, music) running on lower margin hardware products. Even for Sony, the diversification from consumer electronics to film industry was very high risky step, along with the problem of difference and distances between corporate Japan and California movie making.
In 1990, the company further diversified into the gaming industry and launched its first blockbuster gaming

console by name of Sony Play station 1. It broke all the records and was the highest selling console of the history. Sony also diversified in personal computers field joining hands with Intel Corporation to launch new laptop brand named 

Figure 3: Sony Play Station Market share
    

FAILURES OF SONY CORPORATION
Sony is mesmerizing company in terms of innovative and high technology products. Whenever it comes to launching, the company always thinks out of the box and comes with state of the art products that readily catch the attention of the consumers. It is not necessary that every time the products are blockbuster but instead fails to meet the standards that are already in the market. Sony had also some major failures of products which lead to heavy losses. Few of them are discussed below;
  1. Sony Betamax:
In 1976, Sony launched its Betamax home video recorder in one on one competition with the VHS system of Matsushita’s JVC brand. The VHS recorders were the first to be introduced in the market and were cheaper in price compared to Sony’s Betamax, which results the company (Sony) to divulge its defeat.

  2. The Hollywood Journey: 
Sony poor judgment in selecting colorful executives to run its Hollywood Studio was a real disaster. He advised the top management to buy fleet of private aircrafts and different ranches for actor’s vacations.. 

Chapter 5

SONY STARTEGIES INVLOVED TO BE EVOLUTIONARY OR NOT
When we talk about the strategies of Sony that either

they are evolutionary or not, the answer is yes at least from Japanese point of view. The strategic moves that company had opted were evolutionary and made it most westernized Japanese company. The two co-founders made this company revolutionary by mixing cross functional European and American organizations. Sony incorporated non-Japanese into top management to run the affairs. They opted for geocentric way to internationalize. They selected best people for top management of the company regardless of their nationality. This kind of strategic moves were not common in 60’s for Japanese firms. The mergers and joint ventures of Sony led a positive impact Japanese corporate culture. The company’s next move from Sony to e-Sony was also considered evolutionary. The new vision of Sony entirely changed the route in development and innovation with the products.
                                  “Believe that anything you can imagine, you can make real”
The company came out with the digital multimedia group with marketing slogans like “Digital dream kids” or “Do you dream in Sony”. During 1990’s restructuring, the company philosophy was based on “Interconnectivity”. The basic theme was that every household have Sony products and they can be interconnected. This was also considered as evolutionary. The strategy that can be also considered evolutionary from an American & European point of view was the diversification of Sony into different sectors and spreading the risk all arou
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