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Abstract 

 
Supply chain management has experienced great changes within the last fifty years. Inevita-

bly, many companies entered the global market with the prime intention to achieve their de-

fined goals. In comparison with the local markets, the global environment requires more ef-

forts and changes in the supply chain operation in order to remain viable in business. Several 

business models are introduced for achieving the success in the market, suggested by the fol-

lowing researchers: Liker, Choi, Ronald Gilson, and Mark J. Roe and others.  In a row with 

the study cases of Honda and Toyota Companies, the Supply Chain Trading Security is pre-

sented. Within this paper the security approaches are discussed during the processes of mar-

ket penetration and development globally. The main strengths and weaknesses of the models 

are highlighted in the thesis. The description of market situations and explanation of the 

models‟ application is presented. In order to achieve better results in the analysis of the case 

studies, the qualitative and inductive research methods have been implemented. The second-

ary data is considered to be the cornerstone of the thesis. Due to the fact that the thesis is 

based on descriptive, partially explanatory, and qualitative research methods, different mean-

ings and experiences related to the Supply Chain Security phenomenon are discussed. In or-

der to obtain the necessary data, library catalogues, encyclopedias, databases, and search en-

gines in the Internet are utilized. The thesis goes through the following processes: choice of 

research area, formulation of research questions, choice of method, formulation of research 

design and data collection techniques, implementation of data collection, analysis of data, in-

terpretation of data, and finally conclusions. The studied companies in the thesis – Toyota 

and Honda – conducted four major supply chain models that are neatly explained through the 

research. Partnership, Supplier Keiretsu, ARA, and Triple-A are the operated models. The 

following issues have been derived as conclusions: many components of supply chain securi-

ty in terms of trade, affect the whole organization to a great extent. In order to keep the cus-

tomer loyalty, image, and brand, companies should focus on their own core competence. 

Complex, transnational, and multi-vendor supply chain security models require more collabo-

ration on safety issues that is approximately a half of the whole job. In addition, management 

and control of activities are necessary in order to achieve the target, go through the obstacles, 

and manage the current market situation.  Economic, political, and nature influence are key 

determinants of the supply network situation and give the possibility for a company to gain 

benefits, and control all business activities. The optimal choice of the model is considered to 

be the main tool aiming to manage all aforementioned tasks. Furthermore, diverse cultural 

differences influence the choice of the models that are implemented by the American and 

Japanese companies. 

 

 

http://en.wikipedia.org/wiki/Mark_J._Roe
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1 Introduction 

 

International trade is one of the key drivers of global economic growth. Nowadays, supply 

chains are defined as the complex systems that involve a great number of different processes 

and participants. In order to make the operation of the supply successful, it should be secured 

and managed in a proper way. “A management system is a set of interrelated or interacting 

elements that organizations use to implement policy and achieve objectives. There are many 

types of management systems. Some of these include quality management systems, food safety 

management systems, environmental management systems, emergency management systems, 

occupational health and safety management systems, information security management sys-

tems, business continuity management systems, and, of course, supply chain security man-

agement systems” (Plain English Definitions, retrieved on 9 March, 2011, from 

http://www.praxiom.com/iso-definition.htm). Supply Chain Security involves many elements 

that relate to all organizations. The focus on elements is considered to have the greatest im-

portance to each company. The organizations that are multi-country, complex, and multi-

vendor require higher collaboration in terms of security. The collaboration of different organ-

izations is the key to success. 

“For the last three decades emerging entrepreneurship, innovation and technologies have 

given a huge framework to optimize the efficiency of the enterprise and, especially,  make 

modification that seemed a panacea for any illness' in 90s”(Chakravarty & Eliasberg, 2005). 

According to a study of the Harvard Business School, corporate restructuring has enabled 

thousands of organizations around the world to respond more quickly and effectively to new 

opportunities and unexpected pressures, by the means of re-establishing competitive ad-

vantage. 

In terms of the restructuration of the company strategy, two bright examples, the study cases 

of Toyota and Honda Companies are discussed and analyzed within the paper. The develop-

ment, improvement, and implementation of the models/patterns in the companies‟ strategies 

brought many ideas about collaboration, performance, and success. For instance, the restruc-

turation is presented through cooperation of product development teams, marketing depart-

ment, finance, manufacturing, logistic, etc. Despite the fact that all participants have different 

background, they need to be highly integrated in order to achieve the common objective.   

Additionally, except integration, researches highlight other significant issues such as agile, 

adaptability, align, partnership, participants, resources, activities, supply chain coordination 

and its efficiency. Cost optimization that is linked to terms “value” and “loyalty” that are also 

considered vital for many companies.  Essentially, a basis for trading security enterprise in-

volves security of information, production, stability and supplier demand, firm trust and in-

terdependence. 

Furthermore, value of customer is worthy take into consideration during the discussion of the 

supply chain operation. The customer value is supposed to be one of the most important is-

sues in the trade processes. Customer value and satisfaction are considered along with the 

processes of generating benefit. Additionally, paper contains a discussion about the trends of 

modern supply chain security and particular cases that include the application of different op-

timization tools (for instance Just-In-Time system, upgrading network systems, partnership, 

etc.).  

http://www.praxiom.com/iso-definition.htm
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In order to support scientific literature, several study cases of Toyota and Honda Companies 

were analyzed and discussed. The study cases presented in business reviews and articles 

made possible to observe the reaction of the companies to different obstacles, innovations, 

and changes. In addition, the study cases illustrate how the company create, adopt, and modi-

fy different trends, tools, techniques, models, and the outcomes of implementation and modi-

fication processes. 

 

1.1  Problem discussion 

Nowadays, supply chain security became one of the important issues for almost all compa-

nies. Law and enforcements were legislated, private initiatives were founded, standards were 

set, and security management was improved along with new technological development. The 

security of supply network focuses on a set of individual measures such as security technolo-

gies, regimes, and managerial behavior. However, no effective model can be found in order 

to protect each transaction, participant, and component within the supply chain entirely. 

According to the fact that the supply chain networks do not have one precise model/pattern of 

the planning processes, this study is based on four models that are Partnership, Supplier 

Keiretsu, ARA, Triple-A. Essentially, organizations cannot adapt these models in the way 

they were innovated. For instance, according to the past experience of Toyota and Honda 

Companies, these models are often modified because of the pattern that involves high levels 

of complexity, or they are suitable just for a particular condition/situation/industry where the-

se companies are operated. One of the main problems stated in the thesis is to discuss the cir-

cumstances under which these companies have to modify or reject the model in order to stay 

viable in the market. 

Trough modification or adaptation processes, companies try to seek stability in supply chain 

activities. In order to provide the stability, enormous numbers of research were done aiming 

to estimate trend and tools to keep the optimal level of conglomerance and restructuration of 

the supply chain. Supply chain should be ready to respond to economic, political transfor-

mations, natural catastrophic issues, and technological progress.  

 

1.2  Purpose 

The purpose of the thesis is to study and discuss the Supply Chain Trading Security systems 

used trough the Toyota and Honda experience, their strength and weakness and determine the 

market situation for them to be applied or modified. 

 

Research questions: 

 What are the key benefits and drawbacks of the models according to the experience of 

Toyota and Honda Companies? 

 What are the external obstacles for the models‟ implementation and supply chain op-

eration that should be changed? 

 What is the most influential factor for existing models to be implemented, adopted, 

and modified? 
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2 Research Methods 

 

In this chapter research methods and approaches are discussed. According to the purpose of 

the thesis, models, tools and trends and its application are discussed, applied and evaluated in 

the analysis section. In order to receive the answers for the settled questions, different re-

search methods are implemented. Undoubtedly, the secondary data is considered to be the 

cornerstone of the thesis. The research methods discussed below are employed in the process 

of dealing with the data procession to perform the analysis. The thesis goes through the fol-

lowing steps: choice of research area, formulation of research questions, choice of method, 

formulation of research design and data collection techniques, implementation of data collec-

tion, analysis of data, interpretation of data, and finally conclusions.  

Due to the fact that discussion and description of global supply network including activities, 

security, trends, tools, models, and participants exist, the type of research is defined as de-

scriptive. A descriptive research provides an explanation of how the selected clerical staff is 

rewarded and what measures are used in order to record the productivity levels of the compa-

nies that were selected for the research. 

 

2.1 The Research Data Collection 

There are a variety of ways that the data can be collected. Any research paper can combine 

several research methods. The thesis involves several types of data collection. Due to the fact 

that the thesis is based on descriptive, partially explanatory, and qualitative research methods, 

different meanings and experiences related to the phenomenon are emphasized.  

Information concerning traditional practices of supply chain management, supply chain up-

dates, supply chain security within the network, corporate restructuring, integration, business 

supply chain events examples, supply chain coordination, and customer need satisfaction are 

collected and analyzed. In order to obtain the necessary data, there is a great need of library 

catalogues use, encyclopedias, and databases, and search engines in the Internet.  

Additionally, data collected for the paper mostly concerns different practices and cases of the 

companies‟ experience and their successes or failures. In order to narrow down the topic one 

main industry was chosen: automobiles. The cases of the Japanese suppliers in the car indus-

try are considered. Scientific literature is the main source of the models that are applied to 

studied cases. Many cases and notes were derived from newspapers, relevant articles and 

journals, such as Harvard Business Review, RosBusinessConsulting Daily, Financial Times, 

Forbes, etc. During the work with articles and magazines, there has been a problem of infor-

mation disclosure, limits, and difference of facts from sources, so the authors has had to com-

pile the facts that are mentioned in all the sources and, practically, the concrete information 

shown at the companies' web-sites.  

 

2.2  Qualitative and Quantitative methods 

A qualitative approach is defined to be more subjective method in nature and involves exam-

ining and reflecting on perceptions in order to gain  an understanding of social and human ac-

tivities. The method is concerned more with the generation rather than the testing of theories. 

http://en.wikipedia.org/wiki/Supply_chain_management
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Qualitative research strategy “predominantly emphasizes an inductive approach to the rela-

tionship between theory and research, in which the emphasis is placed on the generation of 

theories” (Business Research Methods, Bryman A., Bell A., 2011). Additionally, qualitative 

approach rejected the practices and norms of the natural scientific model and positivism and 

emphasized more the interpretation of social world. The method represents a view of social 

reality as a constantly shifting emergent property of individuals‟ creation. 

According to the purpose of the thesis, qualitative research method is used to a great extent. 

The stress is done on the understanding the operation of the global supply chain with the 

main shift to security, through interpretation of that supply chain by its tools, trends, tech-

niques, processes, and participants. The performance of the companies is the outcomes of the 

interactions and activities between individuals within the global supply networks. Referring 

to Bryman and Bell, 2011, a qualitative research method has been evolved over time into a 

series of distinct phases or “moments”, that it is noticeable in the analysis part. The perfor-

mance of Toyota and Honda cases is analyzed in a time perspective as well. There is a dis-

cussion of different periods that the companies were experiencing with the further conclu-

sion.  

Regarding to the rules of the qualitative research method, the research goes through several 

steps. Firstly, the general research questions/plan of discussion has been composed. For in-

stance, well defined activities of Toyota and Honda Companies are considered in the process 

of model, trends, and tools implementation. Secondly, the relevant sites and subjects are cho-

sen. In the case of Supply Chain Security, Toyota and Honda study cases are accepted. The 

next step is the collection of data. The data has been gathered from different sources such as 

internet, school library, scientific articles, and a variety of text books. The fourth step is the 

interpretation of data that was mainly presented in the analysis section of the paper. Finally, 

the last and important step is to write up findings and conclusion. 

In contrast with the qualitative research method “A quantitative approach which is objective 

in nature and concentrates on measuring phenomena” (Collins & Hussey, 2003). A quantita-

tive research method includes collection and analysis of data, and application of statistical da-

ta. Quantitative approach is a strategy that highlights quantification of data collection and 

analysis. The approach involves a deductive method because there is a link between theory 

and research, in which the analysis of the theories is the most significant. In addition, quanti-

tative research method contains the practices and norms of the natural theoretical model. Fi-

nally, the method exemplifies a view of social reality in the sense of external and objective 

reality. According to the purpose of the thesis, it is admitted that a qualitative research meth-

od is unnecessary and inconvenient to be used for the purpose writing. 

Despite all differences of qualitative and quantitative research methods, there are also several 

similarities. For instance, both methods are concentrated on data reduction and answering the 

research questions. Furthermore, both methods emphasize the relation of data to the research 

literature and variation. In addition, qualitative and quantitative research methods seek to en-

sure that deliberate distortion does not occur and highlight the importance of transparency. 

However, these two research methods are used completely different. 

 

2.3  Deductive and Inductive methods 

“Deductive research is a study in which a conceptual and theoretical structure is developed 

and then tested by empirical observation; thus particular instances are deduced from general 
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inferences”(Collins & Hussey, 2003). For this reason, the deductive research method is relat-

ed to as switch from the general to the particular. 

“Inductive research method is a study in which theory is developed from the observation of 

empirical reality; thus general inferences are induced from particular instances, which is re-

verse of the deductive research method” (Collins & Hussey, 2003). Due to the fact that it in-

cludes shift from an individual observation to statements of general patterns, it is related to 

shift from specific to general. The research findings should be associated with a certain do-

main of enquiry. 

The research of the thesis is primarily inductive. The inductive research method of the paper 

starts from a rough definition of a research question/discussion, and further proceeds to a hy-

pothetical explanation of the question. Later on, there has been continuous data collection and 

examination of Toyota and Honda Companies cases. If the case is considered to be incon-

sistent with the models and patterns encountered, it is directly eliminated in order to re-define 

the negative impact. “Inductive method is an extremely rigorous method, because encounter-

ing a single case that is inconsistent with a hypothesis is sufficient to necessitate further data 

collection, and the selection of the cases must be sufficiently diverse as to have adequately 

challenged the theory” (Bryman & Bell, 2011). 

 

2.4  Primary and Secondary Data 

The thesis is based upon strong secondary data that was approved by famous and well-known 

publication sources such as Harvard Business Review. Retrieving data from qualified scien-

tific articles channels this paper to strengthen its collected data. Since these articles are based 

on quantitative and statistical information that excavated from the annual financial state-

ments, using these articles enhance the value of the thesis.  

The main type of the secondary data is the case studies of Toyota and Honda Companies that 

are obtained in Harvard Business Review literature source. The scientific articles and study 

cases have a great value because it was made on the basis of many prime researches and 

analysis by many scientists for a long time. The study cases mainly express the experience of 

Toyota and Honda Companies, including a detailed description of all elevations and depres-

sions. The experience of two companies also includes an implementation of different ap-

proaches, strategies, and models which are discussed in the empirical findings section. In a 

row with implementation processes, different impacts and outcomes are observed by scien-

tists. Describing ups and downs of the company performance, the analysis of reasons and fac-

tors that have an impact on the companies‟ operation is also revealed. In addition, the primary 

research provided in the case studies gives an opportunity to identify companies‟ major activ-

ities, patters, and strategies on the way to success. 

 

 

2.5  Data Analysis 

The analysis and interpretation of the research data forms the major part of the research pro-

ject.  

Reliability, Validity, and Generalizability 
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Reliability is concerned with the question of whether the results of the study are repeatable. 

The main question is whether or not the measures that are devised for concept in business and 

management are consistent. According to the fact that the research of the paper is considered 

to be reputable, consequently it is reliable. The similar observations and interpretations can 

be made on different occasions and by different researches. 

The data collected has different extent of validity, and during the thesis writing, the infor-

mation with low cogency was eliminated. Validity of the data is concerned with the integrity 

of the conclusions that are generated from a piece of previous researches. Validity of the data 

defines the degree to which findings can be generalized across social settings. In general, the 

observations and research findings can be presented by the divergence. However, validity has 

not very high level in the thesis because there has not been gained a full access to all the data 

and some of information has disclosures.  

Generalization is concerned with the application of research results to cases or situations be-

yond those examined in the study. Generalization is the extent to which the conclusion about 

one subject based on different information can be made. According to the paper, the analysis 

section has captured the interactions and characteristics of the supply chain security concept 

based on the examples of Toyota and Honda Companies. 

 

2.6  Methods application 

First data collected from articles and journals has been stated in a form of report segmented 

by years, so that it was convenient to use and classify fresh tools.  According to the fact that 

there are just two authors of the paper, in order to save time, they have collective responsibili-

ties for the primary search. When the data is collected, the need of scientific sources about 

Supply Chain Management systems appears. Unfortunately, it is not possible to find concrete 

numerical report of different companies in particular time periods, so it is necessary to ex-

clude quantitative method from the studies as well as deductive. Obviously, qualitative and 

inductive research methods are most applicable and appropriate for the situation. The Busi-

ness to Business Marketing course literature, especially networks and main models are taken 

and processed. All of them are discussed in the Empirical Findings and Analysis sections. 

There are two problems researchers have faced during the work on the thesis. The first one is 

the inflow of information found that has been incredibly overwhelming, so there has been a 

need to narrow down the topic and be very specific with the time period, industries and trust-

ed sources. The other problem is the consequence of the first one. Additionally, it is decided 

to put Research Methods chapter before the Empirical Findings section as that structure helps 

to keep the reader up towards the purpose and allows to make the link between the chapters 

smoother. 
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3 Empirical Findings 

 

Regarding the development of the theoretical framework, the necessary scientific literature is 

collected and discussed. The real cases of companies‟ practices are one of many necessary 

components of the thesis research and are considered as the main source of the study. The 

secondary scientific literature is the cornerstone and used in order to give the detailed over-

view of the subject.  Scientific literature that is used will vary from perspective of the physi-

cal terms: electronic documents, print publications such as journal articles or books, personal 

communications, and different web sites.  

 

3.1  The Existing Models in the Study Cases 

As it has been mentioned before, the paper has its concentration on Supply Chain Security 

that is covered by legislation and world standards. These standards are derived from supply 

chain research theories and have been successfully applied in the last few decades. Regarding 

the purpose of the paper, the choice of theories is done through studying particular cases in 

business. Practices used by different companies to achieve defined goals and show the best 

possible collection of effective methods are the domain for explaining security tools for Sup-

ply Chain Management. In addition, there is a comprehensive discussion of the several study 

cases that are closely related to the purpose of the paper. 

The work is limited from the time perspective due to the fact, that, nowadays companies are 

more interested in implementation of the new techniques, trends, and tools in order to keep 

the chain working efficiently and provide the needed level of security. Evidently, new trends 

are based on old ones that were improved and modernized, that will be also touched upon. 

The time period chosen is from January 1948 to  May 2011. 
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3.1.1 Partnership 

The model describes the process of aligning expectation and stating the most productive level 

of partnership. The process helps to establish necessary level of trust and commitment to suc-

ceed.  

Obviously, the model concerns the partnership of two companies that can yield more than on 

their own, which plays a huge role in the globe of modern business. Though, partnerships are 

costly to implement. It requires a lot of cooperation, exchange and risk. It is safe when both 

companies are successful, and it is much more rigorous for both companies to fail.  

 

 

Source: Model 1.„Partnership performance‟. Modified and by authors of the paper, original retrieved from Lambert 

&Emmenhainz, Gardner (1996), „So you think you want a partner? „Marketing Management‟ 

 

 

Supply Chain Security is presented by the number of factors, two of which are cooperation 

and responsibility. Partnership forms a commitment to discuss all the decisions made at the 

main meeting and alter them if needed for the convenience of both players. In that case there 

is no possibility for the company to avoid supplier‟s interest and request. At the same time, 

supplier is informed about company‟s plans, which makes the cooperation easier. Moreover, 

partnership concerns shared profit, so both the company and the supplier have personal inter-

est in gaining more profit from their cooperation than working separately. 
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3.1.2 Supplier keiretsu 

Supplier keiretsu is not a concrete model, but a well-formed network of vendors that discov-

er, improve, and prosper in sync with their parent companies (Liker & Choi, 2006). 

Initially, the theory has its origins in Japan, which is famous for the way it takes care of em-

ployees and partners relationship in business. It is a cultural aspect and it is extremely hard to 

impose a cultural element to another nation‟s handling. 

 

 

 

Source: Model 2.„Supplier Keiretsu‟. Modified by authors, original retrieved from Liker, Choi (2006), Building Deep Supplier 

Relationships. Harvard Business Review on Supply Chain Management 
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Press is the example and lines such as “some U.S. corporations created supply chains that 

resemble Japanese structures” (Liker & Choi, 2006); however, they did not involve any real 

internal changes. Soon these relationships have just blown out all the fuel. 

The Japanese supplier partnership model mainly discusses six steps that help to establish 

trustworthy, well-organized and safe relationship. In addition, the model is working perfectly 

for comprising, especially when a company needs to build a competitive advantage. 

“Honda is a demanding customer, but it is loyal to us. American automakers have us work on 

drawings, ask other suppliers to bid on them, and give the job to the lowest bidder. Honda 

never does that” (CEO, Industrial Fasteners supplier to Ford, GM, Chrysler, and Honda. 

April, 2002). 

“Toyota helped us dramatically improve our production system. We started by making one 

component, and as we improved, Toyota rewarded us with orders for more components. 

Toyota is our best customer” (Senior Executive, supplier to Ford, GM, Chrysler, and Toyota. 

July, 2001). 

From the point of Supply Chain Security, keiretsu is one of the best options for the network 

to fulfill the plan and management in order to get the outstanding outcome, though this type 

of model is extremely hard to interpret. The level of loyalty, trust and commitment in such 

cases is high because people in organizations take care of each other. Education of employees 

is also very significant. Keiretsu pattern prefers to organize complex projects for the whole 

network improvements. Most of the time it requires effort from each particular department of 

every company and supplier included, so here participants are literally obliged to pay for the 

relationship. And if the project is managed effectively and all the influencing factors were 

taken into account such the network will achieve better results in shorter time-period that its 

competitors. 
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3.1.3 ARA Model 

It is well known that companies want the suppliers at lower cost in order to improve the qual-

ity and develop new products. They need the suppliers to do it faster than competitors, even 

though they rarely think about spending more on development or qualification of suppliers.  

In the Business Network model, which is called ARA-model, concerning actor bonds, re-

source ties and activity links, one component is missing. On that particular element the Japa-

nese partnering model is based. This is “familial ties”. That is why when the Big Three failed 

building a keiretsu (for instance, Ford from the beginning, GM‟s changing the supplier for-

mally when they see cheaper components immediately and Daimler's takeover of started 

building a keiretsu Chrysler in 1998), most Western companies were doubtful if the model 

has a possibility to operate abroad.  

 

 

Source: Model 3.“ARA model”.Modified by authors of the paper, originally retrieved from Ford, D. et al. (2006) The Business 

Marketing Course: Managing in Complex Networks.2nd Ed. Wiley. 

 

Additionally, ARA model includes many IT processes that are integral of almost every sup-

ply chain. As it was mentioned above, a lot of the companies prefer to make their supply 

chain working faster and more cost-effective.  

For long-term relationship, it is like bloodline in a body, that means to deliver new portions 

of blood regularly, but neither human organism nor the chain is able to switch to different 

ways of operating in a short period without a trauma. The same way the chain cannot respond 

to the sudden changes in demand or supply. In that case they need restructuration. The suc-

cessful companies were focused on building and rebuilding supply chains to deliver goods 

and services to consumers as quickly and cheap as possible. Those firms endowed in the 

state-of-the-art technologies, and when it ascertained to be inappropriate, they employed top-

notch talent to extend supply chain performance. Some of the companies applied streamline 

processes, lay down technical standards, and invest in infrastructure they were able to share. 
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3.1.4 The Triple-A Supply Chain Model 

Building a strong supply chain is essential for business success. However, when it comes to 

the improvement of the supply chains, only few companies can succeed. Many companies in-

tend to make the supply chains faster or more cost-effective, taking it as a main competitive 

advantage. On the other hand, supply chains that focus on speed and costs tend to decline 

over time. Only those companies that built supply chains that are agile, adaptable, and 

aligned go far ahead of their rivals. Agile, adaptable, and aligned are very essential compo-

nents of the supply chain. 

 Agility 

Successful companies create supply chains that are able to respond to quick changes in the 

markets. Agility is vital because it is responsible for rapid and wide fluctuations in supply and 

demand. “Supply chains cope by playing speed against costs, but agile ones respond both 

quickly and cost-efficiently”(Harvard Business Review, 2006). 

According to the Intel case, in the 1990s, whenever Intel unveiled new microprocessors, 

Compaq took more time than its rivals to launch the next generation of PCs because of a long 

design cycle. The company lost share due to the fact that it could never take into considera-

tion early adopters, who create the buzz around high-tech products, among its customers. In 

addition, it was not compatible on price. Because its products stayed in the pipeline for a long 

time, the company had a large inventory of raw materials. That meant that Compaq did not 

gain when the price of components fell, and it was unable to cut PC prices as its rivals were 

able to. The moment that vendors declared about changes in engineering specifications, 

Compaq incurred more reworking costs than other manufacturers because of its larger work-

in-progress inventory. The lack of an agile supply chain caused Compaq to lose PC market 

share throughout the decade. By contrast, the wise companies in different industries use agile 

supply chains to distinguish themselves from competitors. 

Nowadays, agility has become even more important than in the past few years due to the sud-

den shocks in the supply chains that became more frequent. For instance, the terrorist attack 

in New York in 2001, the dockworkers‟ strike in California in 2002, and the SARS epidemic 

in Asia in 2003 have dislocated many companies‟ supply chains. While the threat from natu-

ral disasters, terrorism, wars, epidemics, and computer viruses has strengthened recently, the 

supply lines started negotiate with the globe; however they are not able to cope with emer-

gencies. Doubtless, agile supply chains recover quickly from sudden setbacks.  

Companies can build agility into supply chains by adhering to six rules of thumb (Harvard 

Business Review, 2006): 

1. Provide data on changes in supply and demand to partners continuously so they can 

respond quickly. 

2. Develop collaborative relationships with suppliers and customers so that companies 

work together to design or redesign processes, components, and products as well as 

to prepare backup plans. 

3. Design products so that they share common parts and processes initially and differ 

substantially only by the end of the production process. 

4. Keep a small inventory of inexpensive, non-bulky components that are often the 

cause of bottlenecks. 
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5. Build a dependable logistics system that can enable your company to regroup quickly 

in response to unexpected needs. 

6. Put together a team that knows how to raise backup plans. 

 

 Adaptability 

According to the experience of successful companies, they adapt supply networks to market 

or strategic changes. Good supply chains allow managers to identify structural shifts early by 

keeping track on the latest data, eliminating unnecessary activities, and focusing on key pat-

terns. Adaptation processes are tough but they are vital in developing a supply chain that de-

livers a sustainable advantage. Additionally, the companies face near-permanent changes in 

markets. The market changes occur due to economic progress, political and social change, 

demographic trends, and technological advances. Until the companies establish their own 

supply chains, they will not have a competitive advantage for a long period of time. Compa-

nies that adapt supply chains when they modify strategies often succeed in launching new 

products or breaking into new markets. Smart companies modify supply chains to the nature 

of markets for products. Usually, such companies transpire in more than one supply chain, 

which can be costly, but they also get the best manufacturing and distribution capabilities for 

each offering. 

Sometimes, companies face difficulties when it comes to markets‟ defining, especially when 

the companies are launching the new products. The products exemplify different levels of 

technology. Also, every product is at certain level of its life cycle. By combining either or 

both of those characteristics of supply chain partners, manufacturing network, and distribu-

tion system, companies can develop best supply networks for each product or service. For in-

stance, Toyota was convinced that the market for the Prius, the hybrid car it launched in the 

U. S. A. in 2000, would be different from that of other models because it exemplified new 

technologies and was its infancy.  

 Align 

Finally, successful companies align the partners‟ interests with their own. This fact is very 

important because every firm is considered solely with its own interests. If its goals are be-

yond the alignment with partners in the same supply chain, the performance will be grieved.  

The intention of companies to increase the speed and cost-effectiveness leaded to the indus-

trial changes. However, there existed the problem, companies whose supply chains became 

more efficient and cost-effective did not gain a sustainable advantage over their rivals. The 

performance of those companies declined. Additionally, the consumer satisfaction with the 

product availability fell sharply. The leading supply chains possessed three different qualities. 

Firstly, they were agile and reacted suddenly to changes in supply or demand. Secondly, the 

companies adapted over time as market structures and strategies. Finally they align the inter-

ests of all the firms in the supply networks; so, the companies improve the chain‟s perfor-

mance when they increase their interests. “Only supply chains that are agile, adaptable, and 

aligned provide companies with sustainable competitive advantage” (Harvard Business Re-

view, 2006). 

There still exist some challenges that efficient supply chains face. For instance, why efficient 

supply chains failed to deliver the goods? “High-speed, low-cost supply chains are unable to 

respond to unexpected changes in demand or supply. Many companies have centralized man-
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ufacturing and distribution facilities to generate scale economies, and they deliver only con-

tainer loads of products to customers to minimize transportation time, freight cost, and the 

number of deliveries. When demand for particular brand, pack size, or assortment rises with-

out warning, these organizations are unable to react even if they have the items in stock” 

(Harvard Business Review, 2006). 

When manufacturers deliver extra merchandise, it will result in excess inventory because 

most distributors do not need a container load in order to satisfy the increased demand. To be 

able to eliminate the excess supply, companies cut the prices faster than they should do. The-

se markdowns reduce companies‟ profit and wear down brand equity and anger loyal cus-

tomers who bought the items at full price in the past. 

Company‟s obsession with speed and low-cost also causes a break down when launching a 

new product. And it is well-known that only fast and cost-efficient supply chains are well 

structured, organized, and efficient. The companies that are working in the fast and cost-

efficient networks implement only approved and correct techniques.  

Agility becomes more demanded as more shocks in the supply chain arise, for instance terror-

ist attack. These cases are injuring chains or even destructing them completely.  However, it 

was found out that agile chains recover quickly. For instance, after an earthquake, September, 

1999, Taiwan, made the shipment of PCs to the United States of America delayed for weeks 

and months. Most PC manufacturers such as Compaq, Apple, and Gateway could not deliver 

the products. The only exception was Dell that changed the prices of PC configurations over-

night (Lee, 2006). The case of Nokia and Ericsson occurred in March, 2000. The Philips fa-

cility in New Mexico was burnt and the radio frequency chip, a key component for cell 

phones was destroyed. Nokia managed to carry out the design fast so that other companies 

could manufacture those chips and contacted back up sources. Nokia took five days to rear-

range the contract with its retailers, though Ericsson had to scale back the production. There 

are six rules in order to build a successful agile and secure chain: 

 provide data on changes and updates to suppliers continuously so they react quickly 

 develop collaborative relationships with customers and suppliers so that companies 

can design and redesign the product  

 design product in the way for it to share common parts 

 keep a small inexpensive components of  inventory 

 build a dependable logistics system that can enable your company to react quickly on 

unexpected changes 

 put together a team that know how to invoke back up plans 

 

All those criteria plus right alignment and adaptability works out as a Triple-A model, which 

appears to be secure and practical. The drawback of that model is large scale of information 

processed per day and a huge department to work with it sufficiently. It turned to be costly 

for large corporations, however surely effective.  
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3.2  IT and the efficiency of the Supply Chain 

During the last decade the progress in technology appears to be growing enormously and In-

formation Technologies becoming a top point in the discussions of Supply Chain Manage-

ment. Can we just launch the chain and watch the result or it will not work out? Harvard 

Business Review suggests and insists that human talent and skills cannot be substituted by 

complete automation; however, there is a statement that auto-paradise is reached one day and 

is lasting further. At least Just-In-Time system provides the high possibility for that. 

Meanwhile, automation and Information Technologies are issues that are gaining more and 

more interest from entrepreneurs‟ side. Innovation and globalization are the words that are 

used along with term success. One of the brightest examples is Volvo, which produced a lot 

of cars in 1995 and was not able to sell them. So, they started secretly offer discounts and 

special deals. The supply chain was not aware about that and when they saw the environment 

friendly cars sales, they doubled their production plan for them for the next year. Volvo had a 

lot of green cars that year (Kirby, 2006). However, information cycle was not established and 

no updates were made. What can we expect from the chain, if both parties were not informed 

what was going on? Talent is a key, that is true, but information flow and automation can 

keep the company highly organized and structured. 
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4 Discussion of the Study cases 

 

The main focus of analysis or discussion is the case study, which includes the great field of 

background researching for every stated event and its consequences. According to the meth-

odology and given advices, it was decided to structure the analysis part, in two streams of his-

torical development of studied companies: Honda and Toyota. Meanwhile, both streams con-

sist of so-called sub cases, which make it easier for a reader to follow the line. Apart from 

these details, it was agreed to put part of analysis straight into the overall background in order 

not to miss some facts and overload the reader with repeated information. 

 

4.1 Toyota cases 

“No corporation needs to be convinced that in today‟s scale-driven, technology-intensive 

global economy, partnerships are the supply chains‟ lifeblood. Companies, especially in de-

veloped economies, buy more components and services from suppliers than they used to” 

(Harvard Business Review, 2006). 

In order to be able to reduce costs, improve quality, develop new processes and products fast-

er than competitors, and provide the security for all processes, companies rely on their sup-

pliers to a great extent. Further, organizations estimate whether they can continue to collect 

products themselves or whether companies can outsource production individually. The organ-

ization makes a decision: arm-length relationships with suppliers or close relationships. 

According to numerous researches and practices, the process of building familial ties with the 

suppliers is a difficult process that involves many strategies, participants, and expenses. Dif-

ferent companies in the creation process of the suppliers‟ networks are ruled by different 

strategies and business models. Every organization has its own goal and priorities regarding 

to which the organization chooses the strategy or business model. 

 

4.1.1 Case: “Trust me”. Building Deep Supplier Relationships. Toyota 

In Toyota case, the company adapted the Partnership model. Toyota reduced the number of 

the suppliers and awarded the remained employees with the long-term contracts, in addition 

encouraged top-tier vendors in order to be able to control the lower tiers. One of the main 

concerns of top-tier vendors was to produce subsystems instead of components, to control 

quality and costs, and to deliver just in time. 

According to the past experience, Toyota Company has built significant partnerships with 

some of the same suppliers that are at loggerheads with the Big Three. Toyota, its suppliers, 

and the Big Tree have formed modern keiretsu networks across Canada, The United States, 

and Mexico. At that time, the Japanese company was working very close with its suppliers in 

those countries. Toyota was focused mainly on manufacturing while the other Japanese com-

pany - Honda mostly was a producer of vehicles. Two companies sourced approximately 70-

80 percent of the costs producing each automobile from North American suppliers.  

Another fact that is worthy to take into consideration is that Toyota has managed to imitate in 

an alien Western culture the same way it did in its home country. Subsequently, Toyota re-
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ceived all the benefits such as the best suppliers in the U. S. automobile industry, stable prod-

uct development, cost saving, and quality improvement in a short period of time.  

After Toyota built up the strong manufacturing networks, it started to craft joint ventures be-

tween Japanese suppliers and American companies. In addition, it selected several local com-

panies that were able to be developed as suppliers. Toyota gave its new retailers small orders 

to meet cost, quality, and delivery requests. Subsequently, if the company completed the or-

der successfully, Toyota Company exhilarated small merchants with the bigger contracts. The 

strategy “Trust everyone, but always cut the cards” suggested in Harvard Business Review in 

2006, worked for Toyota Corporation and made it possible to extend and develop the network 

to a greater extent.  

The success in the company was achieved due to the following issues. Firstly, Toyota under-

stood very well the way its suppliers worked. Secondly, rotating the supplier competitor into 

opportunity was very convenient and beneficial. Thirdly, Toyota controlled all steps of the re-

tailers and if mistakes were detected, Toyota simply eliminated those vendors. Fourthly, 

Toyota developed the technical capabilities of its suppliers in order to provide effective se-

cure operations of the network.  The next important issue was that Toyota and Honda shared 

their information intensively but selectively. Finally, they conduct joint improvement activi-

ties. Toyota and Honda were operating and conjoining in a very wise and careful way with 

their suppliers and participants, being very cautious and eliminating all the defects. 

Toyota set high standards and expect its partners to grow in order to meet them. Obviously, it 

wanted to maximize profits and simultaneously keep the multiple relationships with the sup-

pliers that at the same time needed more expenses. Toyota built up the relationships with the 

partners based on trust and mutual well-being. In addition, the discipline, expectation of im-

provement and growth was considered to be the vital component of the business relation-

ships. 

 

4.1.2 Toyota Production System 

“On the one hand, every activity, connection, and production flow in a Toyota factory is rig-

idly scripted. Yet at the same time, Toyota‟s operations are enormously flexible and respon-

sive to customer demand. How that can be?” (Harvard Business Review, 2006). 

Successful performance of Toyota Company can be contributed to four main rules that go 

through each connection, production, and design activities.  The Toyota production system 

was the basis of Toyota‟s concert for a long time. The system‟s unique practices were “kan-

ban” cards and quality circles. Many corporations that wanted to approve the system could be 

found in different spheres. In Toyota Company, activities and processes are continuously 

challenging and growing to a higher level of performance, allowing company to innovate, 

improve, and develop. Additionally, rigid specification makes the flexibility and creativity 

possible. 

Toyota Production System is considered to be a unit of scientists. As Toyota Company high-

lights specification so it performs a set of hypothesis that can be tested. In order to make 

changes, Toyota apply a severe problem-solving process that needs explicit consideration of 

the current condition of affairs, a plan of improvement, and the test of changes. After the ex-

tension of Toyota Production System, the company generated around forty working plants in 

the United States, Europe, and Japan. Some of companies were operating according to the 

Toyota‟s Production System, some were not. 
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In a row with the Production System, Toyota also has strict control over employees and de-

sign processes that motivate workers and managers to participate in different experiments. It 

was claimed that the experiments are considered to be the cornerstone of a learning organiza-

tion. This fact differentiates Toyota from all the other companies. As was mentioned before 

in this section, Toyota success can be contributed to four major rules that are respected in the 

company.  

Rule number one is interpreting the way people work in the organization. “Toyota‟s manag-

ers recognize that the devil is in the details; that is why they ensure that all work is highly 

specified as to content, sequence, timing, and outcome” (Business Harvard Review, 2006). 

Accuracy is accepted by repetitive motions and activities of all people regardless to function-

al specialty or position. It is believed that variations can result in poor quality, lower produc-

tivity, and higher costs. Learning and improvement are also important in the strategy of an 

organization because variations hide the connection between the way how work is done and 

its outcomes. Toyota Company always has a well-defined sequence of steps for a particular 

job. Actually, every complex and infrequent motion, such as training workforce without ex-

perience, forming a new model, changing a production line, or shifting equipment is designed 

according to the first rule of Toyota Company. 

The second rule explains how employees co-operate with each other. Spear and Bowen 

(2006) claim that every connection should be consistent and straight forward, unambiguously 

identifying people involved, the form and quantity of the goods and services to be provided, 

the requests made by each customer, and the expected time the requests will be met. The se-

cond rule builds a supplier and customer relationship between each person and individual 

who is responsible for providing that person with specific good or service. 

As it was observed, people in Toyota Company interact in a different way than they do in 

other companies.  The amount of workers per team is defined by the complexity of problems, 

the number of assistances the team is needed, and the skills and capabilities of the team‟s 

leader. However, there is a disadvantage of this approach, as Toyota understands that when 

something is everyone‟s problem it becomes no one‟s problem. The necessity that people re-

spond to supply requests within a specific time period decrease the possibility of variance. 

That is more suitable for service requests. Continuous test of hypothesis keeps the system 

flexible, making it possible to adjust the system beneficially.  

The third rule of Toyota organization states how to construct the production line. All Toyo-

ta‟s production lines are constructed in a way that every product and service flows along a 

simple, specified pattern. It is impossible to change the pattern until the production line is re-

designed. “There are no forks or loops to convolute the flow in any of Toyota‟s supply 

chains” (Harvard Business Review, 2006). Regarding to the third rule, goods and services do 

not flow to the next available person or machine but to a specific person or machine. Howev-

er, each production line at Toyota plant naturally accumulates many types of product than its 

counterparts. 

Finally, the fourth rule explains the process of improvement. For people who make constant 

changes, they must be aware and ready for possible changes, and responsible people for these 

changes. To a great extent, Toyota teaches people how to improve without expecting them to 

learn directly from personal experience. Additionally, every improvement in reliance with 

production activities, connections between workers or machines, and pathways should be 

made according to the scientific method, under the guidance of a teacher, and at the possibly 

lowest organization level. 
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Workers make the improvements of their own work, and their supervisors provide direction 

and assistance as teachers. If something goes wrong, a worker connects with a particular sup-

plier within the immediate assembly area. Further, two of them with the assistance of their 

common supervisor make improvements. Toyota makes it assured that improvement teams 

are built up in the way that involves only those people who are directly affected and the per-

son responsible for supervising the pathways. Companies following the Toyota Production 

have a common goal. They understand the way that the perfect production system should be 

built up, and this understanding stimulates them to make improvements beyond all necessities 

in order to be able to meet the current needs of their customers. 

In comparison with some companies, Toyota keeps higher levels of inventory or producers in 

batch sizes larger than it is generally expected in just-in-time operation. Theoretically, the 

ideal pattern of the system has no need for inventory; however in practice it is different. Prac-

tice shows that in the system may occur: unpredictable downtime or yields, time-consuming 

setups, and instability in the mix and volume of customer demand. 

According to the Toyota Production System, people are the most significant corporate assets 

and the investment into their knowledge and skills are considered to be vital on the way of 

building competitive advantage. Toyota‟s employees are relieved of all lines responsibilities 

and instead are charged with leading improvement and train activities. The “learner-leader-

teacher” approach allows identify and correct problems effectively. Toyota‟s ideal state seg-

ments many features of popular notion of mass customization - the ability to make virtually 

infinite variations of a product as efficiently as possible and at the lowest possible cost.  

 

4.1.3 Tools, Trends, and Techniques 

Supply chain priorities slightly have been changed in the last couple of years because of the 

several reasons. Economic downturn and the fall into overcapacity have appeared. In addi-

tion, the phenomenon such as terrorism and war exist. According to the existing problems, 

security became more important than in the past. Government has started to impose new reg-

ulations and requirements especially on the companies that are doing business abroad and 

some of them are not able to manage all existing threats. 

Another priority of the companies is to create tools in order to build an adaptive and respon-

sive supply chain security. The process of the creation an effective supply chain trading secu-

rity starts with the modeling the supply chain and scenario planning. It results in a more effi-

cient way to manage risk and overcome challenges and uncertainty in the market that further 

increases cash flow and customer retention. Once the strategy is executed, there is a need to 

adapt it according to existing patterns and trends that existing real time and practice. Compa-

nies need the tools for this type of recreation for continual development and innovation. 

Nowadays, most industries have overcapacity. The key issue is to manage the supply chain 

the way that involves sourcing, supplier integration, and in-bound parts management. One of 

the most famous trends among companies nowadays is the cost saving as a knee-jerk reac-

tion. “The knee-jerk reaction is having wholesale effects throughout the supply chain in very 

negative ways. The cost-cutting become a substitute for much more important competitive-

advantage issues” (Harvard Business Review, 2006).  

The cost saving process is the vital but not exclusive. The companies are successful not just 

because of the cost, or flexibility, or speed but because they have the ability to manage transi-

tions-changing market conditions, evolving technology, different requirements as a product 
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move through its life cycle. The companies that are able to accept changes and adapt innova-

tions are now and prospectively very successful in the market. 

In addition to adaptation, companies also should be equipped for crisis management. For in-

stance, in the periods of crisis management successful companies have been able to take mar-

ket share and sales out of crisis, which often requires them to work more intensive across 

functional limitations.  

As for the triple-A supply chain companies, they have agility, adaptability, and alignment. 

They align the interests of the efficient groups and multiple partners in order to be able to 

move forward in unison. Due to some reason, alliance experts typically find it easier to create 

alliances with their major competitors. Many companies prefer to create alliances internally 

instead of externally, making operation easier and more effective. The reason why many 

companies create internal integration is that some of the organizations are not able to operate 

at the external level and keep supply chain in equilibrium. 

Supply chain has become a very important strategic and competitive variable. It has an im-

pact on all stakeholders cost, asset productivity, customer service, and revenue generation. As 

it is known, the most successful companies are getting better and faster than the average 

companies almost in every industry. However, the performance gap is also extending. Addi-

tionally to all the issues mentioned above, it is worthy to pay attention to trust. For instance, 

for successful operation of the company, trust is vital. In the case of alignment, it is very im-

portant that multiple parties have common interests and goals that are based on trustworthi-

ness. 

Subsequently, on the basis of the trust, smart contracting is also one of the integral parts of 

the supply chain successful work. “Trust is predicted on doing things jointly and in an 

aligned fashion over a period of time with no major surprises. However, to start with, the 

supply chain folks, who know the environment and the potential risks, need to get together 

with the people who develop the contrast so that managing risk-planning for alternative sce-

narios-can be embedded in the strategy and the contract” (Harvard Business Review, 2006). 

The following step after trust and good contracting is the metrics. Trust can only be achieved 

by taking into consideration all the risks with joint metrics and having strict discipline. Fur-

thermore, trust is developing over time.  

As it has been mentioned before, the expectations of suppliers are changing. The level of trust 

increased when these changes are taken into perspective. Nowadays, the types of contracts 

and processes are considered to be critical. The companies have a clear process governing 

how to work together, which allowed them to be constantly innovating and keep the relation-

ship healthy. 

It was also experienced that the companies can develop trust over time by increasing access 

to information and to experts within the company. For instance, the case with the e-business 

efforts reminds, such as automatic replenishment of the factories. It begins with the one trust-

ed supplier, and further it grows over time to become the standard way to do business. For 

example, “the relationship grows among the suppliers and repositories for fabrication 

equipment created. When the new technology is created, there is cooperation between both 

customers and suppliers before that technology is available, so products exist that use the 

technology when it is ready to ship. That sometimes involves a number of suppliers sharing 

information with each other. Partly, innovation is contributed to the information sharing pro-

cesses in many companies” (Harvard Business Review, 2006). 
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The companies that revolutionize something in the supply chain seem to be those that have 

the best people focused on the supply chain. It is about human resources, senior management 

focus, and will. The cornerstone is to put the system together precisely and make sure works-

managing risk and planning for every possibility through planning, then executing and chang-

ing the strategy based on real-time trends. Undoubtedly, people and particular leadership are 

very important parts of supply chain management. However, the importance of focus on par-

ticipants of the supply chain varies in every company due to different goals. “There are two 

schools of thought. One is that by getting the right software we can get rid of people. It is that 

simple. The other is that IT and other technologies are enablers, and they can be tremendous 

assets when you have the right people in place. But if your CEO or CFO thinks that you are 

going to get rid of people because you bought whatever software, I am not sure it is a place 

you want to work” (Harvard Business Review, 2006). 

Technology-hardware as well as software-is without no doubt significant in the supply chain. 

However, technology can break as well as empower the company to be successful. The dif-

ferences compose from the way that people use the technology. Technology can be exploited 

in different ways. It is possible to turn technology into power and receive the benefits. Cer-

tainly, technology depends on people. The leading companies are very selective at the im-

plementation of technologies. Others-the average performing companies and the laggards-are 

the broader in indicating what technology solutions to implement. The leading companies are 

highly disciplined in the sense of selection and implementation, focusing on the process de-

sign, program, and change management. For instance, in order to avoid theft, companies that 

fundamentally achieved broader efficiency and operational improvements over traditional 

processes, methods, and technologies are more organized to cope with the theft. 

Another important issue in supply chain is e-commerce. In the beginning, e-commerce in-

volved only automated existing processes and work flows. Buyers could send a purchase or-

der by the Internet or pay an invoice or communicate through electronic mail. It appeared to 

be the substitution of an existing technology for a new one, but simultaneously it was the 

equivalent. However, it is not considered to be a big development in e-commerce. The big 

improvement in e-commerce involves the processes where the collaboration between suppli-

ers exists. At the same time, e-commerce can be used to change the process as a whole. “For 

instance, e-commerce can allow manufacturers to ship products directly to consumers, by-

passing multiple layers of distribution channels. This is the process of changes that creates a 

greater value” (Harvard Business Review, 2006). 

Recently, tracking became involved in the technological process to a great extent. Instead of 

counting physically how many objects are on the shelf, the technology can do it. If there is a 

need to find out when the item left the store, it is possible to do it immediately. This kind of 

technology has a big contribution; however, there is bigger influence from the new applica-

tions that use the technology‟s intelligence. For instance, RFID (Radio Frequency Identifica-

tion)can create a borderless supply chain when cargoes are equipped with tags showing the 

contents, so that customs clearance can be done almost automatically. RFID can also provide 

supply chain security when RFID tags are used to electronically seal containers and monitor 

movements of the containers, so that any tampering can be tracked. 

In a row with the supply chain, there exists the value chain. Value chain is considered to be 

like a strategic alliance that is growing organically. Recently, many leading companies in the 

leading industries have been shifted from supply chain to value chain even if they have not 

branded it. For example, some companies are managing the chain from the customer all the 

way back through the supply networks. Probably, within five years, there will be another 
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shift, from value chains to value networks. According to the fact that value chains and supply 

chains are treated synonymously, there are several differences between these two notions.  

 

4.1.4 Case: “Fast reaction – good reaction” Toyota changes models 

Since the 1980s, a great amount of companies started to rely on Japanese “Just-in-Time” 

(JIT) model, concentrating on low inventories and necessary components transportation, sav-

ing costs on shipping and modern tracking software. Unfortunately, because of the catastro-

phe, JIT principle and the global supply chain networks were destroyed and changed forever. 

What should be done in order to recover all processes? 

 

Previously, all operations have been held to the same pricing principles called outsourcing. 

“Outsourcing” grew along with “offshoring”. As a result, supply chain logistics have become 

increasingly complex. In addition, other trends are formed, such as more sophisticated soft-

ware and transportation systems, for example, leads to the rise of “3PL” or third-party logis-

tics specialists. Logistics and even supply chain strategy becomes subcontracted. Sourcing 

globally is a great approach; however a single-minded focus on lowest piece-price with no 

regard to broader regional strategies leads to extra complexities. And, as it is visible from the 

catastrophe in north-east Japan, unnecessary risk appears.  

The center of the problem is that most companies are not aware of the full extent of their ex-

posure to risk. Buyers usually know their suppliers, but not their suppliers‟ suppliers, or the 

suppliers of those suppliers. Toyota has demonstrated remarkable ability to recover from 

supply disruptions in the past. 

 

Similarly, the solution of the problem lies not just in a matter of exiting northeast Japan and 

another “knee-jerk reaction” of some supply-chain companies. Rather than, the solution lies 

in total rethinking of supply chains. Generally speaking, it makes more convenient the pro-

duction close to the place of selling. And in general, it makes most sense to engineer close to 

the production space. Certainly, it makes most sense to procure closer to the customers. For 

most large firms, that means that they need regional supply strategies. 

 

A new sourcing model is needed. According to the previous experience, it is necessary to 

avoid both single multiple sourcing situations. For instance, Toyota‟s traditional approach is 

dual sourcing for first and second tier suppliers that is not always implemented to small third-

fourth tier suppliers. Consequently, Toyota is suffering from the global supply crisis since 80 

percent of their vehicle computer chips are supplied by one capacity to northeast plants of Ja-

pan with no re-sourcing possibilities. In the situation of dual-sourcing, risk can be avoided, 

such as when one supplier facility goes down, and competition is exhilarated, involving two 

suppliers. 

 

Due to the fact that JIT is not the practice of challenges in this situation, neither is the prac-

tice of sourcing globally. Global supply chain managers should be thankful that it is a crisis 

of proportions. The catastrophe in north-east Japan is harmful enough and there is no need to 

make more without control: complicated, high-risk, high total-cost supply chains generated 

by the lunacy of a narrow focus on lowest global price. Now is an exact moment to rethink 

and reconfigure supply chains in order to make them rational, regional, practical, highly qual-

ified, and at a lower cost. 
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4.1.5 Toyota’s current situation 

In March 2011, after earthquake in Japan, manufacturing activity stopped and posted its 

monthly decline on record, confirming all the worst fears about supply chain disruptions and 

production operations. One of the leading car makers, Toyota may delay the production of at 

least 500000 vehicles in Japan because of a scarcity of parts. The Japanese government esti-

mates the damage for 300 billion dollar, already making it the costliest natural disaster in the 

whole history (Chris Isidore, May 11, 2011, Toyota production picture improves, retrieved 

April 12, 2011 from http://money.cnn.com/2011/05/11/news/international/toyota_results). 

However, it has a broader impact on the global economy that may prove even more intense. 

In the current moment, production of numerous factories is closed, and many companies in 

high-tech industry experience shortages. 

 

Toyota Motors has announced that it will partly interrupt production at over a dozen factories 

in the United States and Canada following the earthquake and tsunami that hit Japan and the 

nuclear power plant crises that has ensued. Toyota has clipped production at its North Ameri-

can plants as the company tries to get a handle on the pressing supply issues it faces as a re-

sult of the disasters in Japan. It was announced that it has also temporarily halted production 

at all of its factories in Japan due to damage at the maker's subsidiary parts and assembly 

plants in disaster-hit areas.  

 

Toyota now makes twelve different models in North America, including prevalent Camry, 

Corolla, RAV4, and Lexus RX 350. Seventy percent of all Toyota and Lexus vehicles sold in 

the United States of America are made in North America. The North American inventory of 

the Prius, made exclusively in Japan is satisfactory for now, despite the pause in production 

of the automobile in Japan. The Company is trying to conserve parts and establish the status 

of its entire supply chain. Toyota's global output could be affected if the pause in production 

in Japan will continue for a long time. The automakers will restart parts production at its Jap-

anese plants, which will allow the company to meet Toyota‟s current customers‟ needs. The 

company is gathering as much information as possible in order to form further work. 

Toyota Company has a risk to lose 500 000 units of production if the supply of key materials 

and components is restricted. The domestic industry‟s production losses will dramatically de-

crease the revenue. However, carmakers in the damaged region are struggling with the com-

plex problems and still trying to produce cars. As was mentioned before, one complexity is 

the lack of power caused by the damage affected by the nuclear reactor, but more disturbing 

long-term concern is the lack of components from an ailing supply chain. 

Nevertheless, it is not just manufacturers in the region who are struggling with inventory; the 

criticism is being felt all around the world; the reasons being complicated linked supply 

chains and globalization. The situation will not improve any time soon. It will take a couple 

of months until supply chains re-form themselves appropriately and for some industries it 

will take even several years. 

 

Toyota is putting all its emphasis on resuming production of three hybrid models but it has 

postponed the launch of the Prius wagon and minivan hybrid. The company has already ex-

tended production shutdowns at all of its assembly plants in Japan. Probably, it could be con-

sidered inefficiently, but at its most extreme scenario, it could mean ports and even compa-

nies themselves would need to deploy advanced radiation detection systems to ensure their 

employees and their customers that nothing coming in has been contaminated. There are such 

http://www.bloomberg.com/news/2011-03-31/toyota-may-lose-500-000-units-of-output-post-quake-endo-says.html
http://www.bloomberg.com/news/2011-03-31/toyota-may-lose-500-000-units-of-output-post-quake-endo-says.html
http://www.reuters.com/article/2011/04/12/us-japan-economy-idUSTRE73B0O320110412
http://www.digitaljournal.com/search/?q=toyota&mode=
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systems at the ports today to detect possible terrorist activity, but I do not know if they are 

sufficient to tell whether there is some radiation coming from the muffler on a Toyota. 

 

Additionally, there is an interesting fact that some products/components can content very 

small levels of radiation on them that are deemed "safe" by experts, but which consumers will 

not to touch or be near regardless of how low the radiation levels are. Companies try to push 

products with "safe" levels of radiation on worried customers. Still, given the complexity of 

the supply chain in terms of embedded components, and the likely public rejection of any-

thing that has any radiation on it no matter how small the levels are, it is a scenario compa-

nies have to be examined right now. Certainly, if the level of radiation release in Japan, the 

situation will be normalized. 

 

Global threat 

The expected delay in the delivery of components by Japanese suppliers threatens the global 

supply chain. Even though, Toyota implied further possible production decrease in North 

America because the negative impact on the supply chain still exists. Still, many automakers 

receive components from Japanese suppliers but the negative impact on the global supply 

chain is enlarging even on non-Japanese automakers. Supplies of other products such as plas-

tics, rubber, and electronics components that are directly related to automobile production are 

reducing that could disrupt the production schedules of several automakers. Automakers 

around the whole world experience production decrease in the US and Europe. 

Before the catastrophe, Toyota was focusing on the hybrid technology and at the current 

moment it is still trying to get those facilities up and running because demand for those prod-

ucts is huge. Obviously, there is a negative impact on both component level and finished 

goods level. The difficulties lie in the fact that modern supply chains are spread out around 

the globe and interconnected. Nowadays, companies are working with networks that are like 

a fly hitting a spider's web sending ripples out across the whole supply chain. 

In addition, it is important to remember that competition does not exist between individual 

companies anymore but within the supply chains, which the companies are part of. For in-

stance, if the company has reorganized the supply chain in the way that two suppliers have 

been affected, the company will struggle because it will not be maintained as its competitive 

advantage. Some companies that changed their supply chains slightly can enjoy success in 

this situation. The plan for supply chains is to have multiple sources for each component but 

in reality it contents many complexes. In practice what often happens is that even if an auto-

motive manufacturer has two suppliers, those two suppliers may be sourced by one supplier. 

 

Agile 

The ability to recover from interruption requires a supply chain to be both agile and transpar-

ent. Agility is defined as an organization‟s flexibility throughout the supply chain environ-

ment. For instance, when the companies go through any process and they do not have enough 

extra resources in order to be able to cope with the situation, it will be very challenging for 

the min future. For all given advantages that sourcing components of low-cost economies of-

fer to western manufacturers, there is one disadvantage that is an increase in risk. If there was 

no global supply chain, the catastrophe in Japan would have very little impact. One recent 

fact that has increased the risk is the growth of concentrated facilities, where one factory will 
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produce the entire region's source of that product, or in extreme circumstances the entire 

global source. 

At the moment of developing a supply chain risk management strategy, there are some signif-

icant things that need to be considered. The structuring of the supply chain is the core. Se-

cond and also very important issue is the sourcing of the supply chain and development of the 

suppliers. Additionally, there is a great need of precise planning and understanding of all pro-

cesses. Then the question of agility arises, ensuring that the supply chain has high levels of 

transparency. But all the while the focus needs to be on creating a flexible supply chain. Fi-

nally, it is essential to create a supply chain risk-management culture within the company so 

that when people make a decision on suppliers they understand how it will affect the risk pro-

file of the supply chain as a whole. 

 

Making a map 

In order to be able to deliver a transparent supply chain, it is vital to create a map. The key 

things to understand are the four key areas of supply chain strategy – process design, infra-

structure design, information system design and the organization, which is actually how you 

get your people and create values in the supply chain. Those four elements come together and 

there is a need to have a good understanding of them. There are a variety of techniques that 

enable you to do this. The key thing is that it has to have – in times like now – very accessible 

maps. The supply chains have coped as well as could be expected. Multiple industries have 

been severely disrupted. It demonstrates the interconnectivity of the different types of supply 

chain. 

 

4.1.6 Toyota Raising Prices – Cutting Incentives 

In order to stay in the market and supply networks, it was claimed that Toyota plans to raise 

prices because of the Japanese auto meltdown that is very costly for the market. Toyota lost 

thousands of units in production. The negative impact of the earthquake especially is evident 

in the popular Toyota Prius territory, manufactured entirely in Japan. For instance, before the 

catastrophe, the car was sold for an average of 300 dollar below invoice price, now it is1000 

dollar above invoice price. According to the upgraded data, merchants have already begun 

raising prices in order to take advantage of the shortages in the supply chain, which is ex-

pected to become worse in the nearest future. 

But in light of the maker‟s worse-than-expected 5.7 percent decline in sales, it was observed 

that Toyota may set itself up for further setbacks (Chris Isidore, May 11, 2011, Toyota pro-

duction picture improves, retrieved April 12, 2011 from 

http://money.cnn.com/2011/05/11/news/international/toyota_results).It is supply-and-demand 

and they are trying to make up the revenue which they are losing during the production 

pause. The merchants are now commanding as much as 3000 dollar more for some of the 

maker‟s demanded products – such as the Prius, which had already seen a demand soar due to 

the surge in U.S. fuel prices. 

It is not unique for Toyota that the actual and perceived supply chain problems made au-

tomakers to lower incentive spending with the trend expected to continue. Consequently, the 

Japanese automakers will see a dramatic reduction in incentive spending in the coming 

months with an increase in transaction price. Domestic and European makers are also likely 

to take advantage of the current situation to raise prices. Perhaps, many companies will fol-

http://www.thedetroitbureau.com/2011/04/toyota-raising-prices-cutting-incentives/
http://money.cnn.com/2011/05/11/news/international/toyota_results
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low the strategy of pricing in order to stay in a competitive environment. Though the Japa-

nese production crisis is likely to last a few months, at worst, the industry is eager to make 

the likely price increases stick.  Even without a shortage of parts the automakers have been 

faced a plenty of different problems with rising raw material costs, among other things, that 

have been complex on the way of achieving the consumers. 

 

4.2  Honda cases 

Honda is one of the great classic study cases to study and discuss.  Honda Company illus-

trates many brilliant examples of how decisions should be made and who should be involved. 

Many scholars have studied the performance of the company and came to a conclusion that 

Honda experience can be divided into five main periods including bright strategies and suc-

cessful operation. According to the previous research, five masterpieces have been created. 

They are the following: “Learning from Honda” written by Andrew Mairin 1999; “The Hon-

da Effect” revisited by Richard Pascale, Michael Goold, and Richard Rumelt in 1996; 

“Learning one, Planning zero” researched by Henry Mintzberg in 1991; “Perspectives on 

Strategy: The Real Story Behind Honda‟s Success” sought by Richard Pascale formed in 

1984; “Note on the Motorcycle Industry – 1975” explored by Dev Purkayatstha in 1978; and 

finally “Strategy alternatives for the British Motorcycle Industry” created by The Boston 

Consulting Group in 1975. All of these great works are discussed and analyzed in the analysis 

part. 

 

4.2.1 Case: “Knock-knock – Who’s there?” Honda steps out of Japan. 

Motorcycle markets penetration started in 1950s 

“The names of the big Japanese consumer-products companies – Sony, Toshiba, Toyota and 

corresponding companies are well known virtually to all Americans. But the men who built 

these world-class companies, and the stories behind how they did it, remain largely obscure 

in the world‟s largest consumer nation. There is, of course, Soichiro Honda, the engineering 

genius who gave the company its name” (Ingrassia, 2006). Originally, Honda Tech-research 

Industries, Honda Giken Kogyo were officially established in September, 1948, after the Se-

cond World War. The founder of Honda Corporation, Soichiro Honda bounced from one 

mechanic's job to another. He even has had a work experience as a babysitter, race car driver, 

and amateur distiller. In 1946 Soichiro Honda bought the building of one old factory that was 

lying mostly in ruins from wartime bombings, without having any scenario how to dispose 

the land and blasted the construction. However, after one year the factory produced its first 

motorbike with the one-half of horsepower A-Type called "The Chimney", because it had a 

lot of smoke and smell.  

After the company's incorporation, Honda produced a more sophisticated bike: the 1949 

steel-framed, front- and rear-suspended D-Type that was able to rise the speed to50 miles per 

hour. In the end of1950s, the company introduced the Cub, a Vespa clone that was very 

popular among women and was the first Honda Company‟s product for export to the United 

States market. In the beginning of 1960s, the company already produced a few small cars and 

sport racers; however it was presented only the model Honda Civic successfully entered the 

auto market in 1973. One of the biggest advantages was that the car's CVCC engine needed 

http://www.history.com/topics/1950s
http://www.history.com/topics/states
http://www.history.com/topics/states
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less fuel, and could pass American emissions tests without a catalytic converter .As a result, 

the car became very popular among American drivers, who were frustrated by gasoline costs 

raise. The slightly larger, plusher 1976 Accord generated even more admirers, and in 1989 it 

became the most preferable car in the United States. The customer base for Honda's efficien-

cy, environmentally friendly cars has grown dramatically. The tiny Fit car was selling with a 

big triumph, and the company even has plans to introduce a five-door hybrid model that 

would compete with Toyota's Prius. In 1989, Soichiro Honda was inducted into the Automo-

tive Hall of Fame. He died two years later, at the age of 84 (A&E Television Networks, 2010, 

September 24, Honda Motor Company is incorporated, retrieved April 12, 2011 from 

http://www.history.com/this-day-in-history). 

 

The rules are made to be legally broken. Price leadership 

 

The first mention about Honda Corporation goes back to 1975, Boston Consulting Group 

Report. However, the positive reputation, the company gathered was obvious due to the fact 

that Honda already entered the market with the thunder of cost advantages. It was the first 

announced strategy of Honda Company. It was observed that all MBA students since 1979 to 

1985 were taught according to Honda Company‟s example of penetrating the market with the 

brilliant model. The model contained the strategy of market exploration at different levels, 

description of market‟s current situation, demand, and product lines of different brands. 

However, later on, the company re-considered the strategy and model that were used for sev-

eral years. At that time it was Pascale, who suggested in 1984 that Honda had never targeted 

any specific market segments, instead was driven by development of “better product” and its 

design. According to Pascale, Honda was experiencing, learning, and analyzing failures and 

benefits of the previous experience. Pascale had interviewed six executives of the Honda 

Company in order to prove Honda‟s strategy and find other factors that will be useful in fu-

ture. 

 

In 1989, another interesting point of view was presented by Prahalad and Hamel. They have 

defined the terms "intent" and "stretch" which highlight successful production. In addition, 

they explained "core competence" as central skills and abilities that Honda Company gained. 

The success of the Japanese manufacturers was originated from the growth of production ac-

tivities in the domestic market during the 1950s. Later on, in the 1960s, four percent of Japa-

nese motorcycle production was exported. First, the Japanese automakers had developed the 

production volumes in small motorcycles spheres domestically accompanied by cost reduc-

tions. It resulted in high competitive cost position that the Japanese used as a springboard for 

penetration of the global market. Honda Company had so-called “warehouses” and “black-

Friday savings” in Japan; however it was not enough for gaining the market niche. Here 

came the “Right moment”. Honda chose the right moment to penetrate the U.S. and British 

markets, in fact that most of American motorcycle market was British that time, or, the re-

searches simply suggested the idea of growing and researching market at the international 

level before entering. If not, according to Pascale it was pure luck and fortune. 

 

Since, the British were focused on short-term production and easy profit; Honda did not fit 

with that pattern as motorcycles were neither short-term and profitable nor stably qualified. 

British market players had to decrease or even withdraw the production of many expensive 

models that were contested. This example is widely presented at different business schools as 

an illustration of behavior, which should not be pursued. Honda basically did not need to use 

any specific supply chain techniques or models. The whole market has been occupied with-

http://www.history.com/this-day-in-history
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out any competition. One of the best decisions to control the situation might have been the 

rapid research and production methods improvement in order to decrease the cost of British 

brands because no one could hold the costs. At least, rapid research and production methods 

improvement would have helped to keep the long-term competition and active business. 

However, the short-term and easy gained profit was lost by the British because Honda Com-

pany entered the market. It led to a situation where the British automakers were predominant-

ly active only in large motor bikes, and the Japanese did not yet represent the item. In every 

other market segment, where the British had competed with the Japanese, the British experi-

enced profit declines (Rumelt,1995).  

 

The response in the superbike segment took the form of failure with the prime purpose to in-

troduce new models. While the British volume remained approximately 30,000 units, the 

Japanese volume in the USA experienced an increase from 27,000 to 218,000 units during 

four years. It cemented the poor market and commercial position of the British. The cost data 

provided by BCG stated that the British Motorcycle factories produced 14 motorcycles per 

worker per year, whereas Honda approximately 200 motorcycles. The data showed that Hon-

da's labor cost per bike is approximately one-tenth of UK manufacturers, despite the fact that 

Honda paid 45 percent higher wages. At the same time, Honda's capital costs per bike were 

approximately one-fourth of UK manufacturer, even with investment that was almost four 

times higher than capital per worker (The BCG Report, 1975). 

 

The paper contains a detailed discussion about what kind of module might have been applied 

to that management situation in Honda Corporation. Taking into consideration the facts that 

Honda did not play with actor bonds or resource ties, never tried to implement the Triple-A  

and partnership models, authors assumed that there was slight “keiretsu” among Japanese 

players and, what is more important, provided coordination and “warehouses”. Japanese 

companies tend to organize their own plants and build factories, but they faced with the ob-

stacles in the United Kingdom. Consequently, the Japanese had to have a non-stopped supply 

from the nearest fabrics that should be highly coordinated and active. 

 

There was no “building from the zero” made on the British islands, though all the details and 

parts were delivered in time and exact volumes. As a result, good delivery service reduced 

wages‟ expenses. Honda had fewer employees working at the British Factory, and the main 

job was done fast, constructing and checking-up. As the average level of salaries in the Great 

Britain was higher, Honda had to pay more for the same job; meanwhile, Japanese were paid 

less.  

 

Due to the fact that Honda Company was considered to be more an inventor and not entre-

preneur, it brought a positive effect on management. Furthermore, the great inventor, Soichi-

ro Honda decreased the cost dramatically by introducing the mechanic innovation, which al-

lowed motor bikes to use less petrol. The demand for motor bikes that economized the petrol 

increased intensely because the gas was very expensive in Great Britain that time.  

 

It is considered less than to be a model; instead it looks more like a strategy of far-distant 

domestic suppliers‟ cooperation. BCG suggests that differences in development or demand 

can be converted into sustainable cost differences with aggressive exploiting of technology. 

Therefore, a competitor who is a strategically “asleep” will take a product design and profit 

increase as an advantage, whereas a strategically “alert” firm will use such situation to build 

up the scale, drive technology, accumulate learning, and generate sustainable cost advantage 

(BCG report, 1975). 
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Fifteen years later, Chandler drew similar conclusions about the general pattern of capitalism 

in Britain: “Why, then, did British entrepreneurs, the heirs of the First Industrial Revolution, 

exploit to so limited extent the opportunities of the new technologies of the Second Revolu-

tion” (Rumelt, 1995). Later, Honda started a program of perceiving the modification and 

transformation of the people‟s attitude and opinion. Consequently, the Japanese motor bikes 

are considered to have the best quality that makes them the market leaders, market domina-

tors and formers. Honda became a leader of the motorcycle market in the U.S.A and the U.K. 

In 1969, in the same way, Honda occupied the super bikes market by dumping and promot-

ing the innovative product “CB750”, technically being ahead of its competitors. 

 

 

Pascale's lucky Honda 

 

According to Pascale, “lucky” Honda was forced to enter the U.S. and U.K. markets as Ja-

pan‟s market was already fulfilled and well-developed. Looking for the profit, Honda decided 

to come to the most consuming nation‟s land, facing their British competitors. The pressure 

that came from Japan plays the main role in all decisions made by the board of Honda Com-

pany. Even though, Pascale had interviewed six executives of the board and stated that there 

was “highlighted miscalculations and serendipity” and simple sticking to the basic strategy, 

authors still cannot agree on the fact that a huge, well-maintained, globally developed corpo-

ration did not have a serious attitude towards research and market exploration processes.  Au-

thors conducted a detailed research of personalities of executive directors and found out those 

only two executives: Soichiro Honda and Takeo Fujisawa have extremely outstanding per-

sonalities, and, referring back to Pascale, could make mistakes at the work. In addition, 

Soichiro Honda attracted a lot of intention by eccentric behavior. He could keep developing a 

new vehicle or a new type of four-stroke engine with double energy without rest or food, run 

naked in front of the other engineers to assemble a motorcycle engine, throw a geisha out of 

the window, etc. He was tolerated and forgiven because of his brilliant intellect in technolo-

gy.  

 

Competence, Intent and Stretch 

 

According to the research of Pralahad and Hamel, Honda Company must have been orient-

eering on building beneficial layers, searching for loose bricks, changing the terms of en-

gagement, and working with collaborators. They explain that Honda used the “loose bricks” 

approach for solutions‟ innovation around existing entry barriers. By the “loose bricks” ap-

proach they defined a searching of undefended territory, that a company can obtain and work 

with, and it gives the control and further protection of resources. In this case, all resources are 

concentrated in Japan, though Hamel and Pralahad discussed the market space of resources, 

where Honda can penetrate the market niche or generate the whole market as it has happened. 

The British companies have been harmed by the shock in the whole supply chain, and experi-

enced larger expenses and more wasted unsold goods.  

 

On the other hand, Honda‟s actions can be compared with the behavior of a wise snake. Be-

fore making a real attack, it has to come closer and creeps like a thin and invisible line. Who 

could imagine that young corporation would jump from Japan directly to the U.S and U.K. 

markets? Before the “attack”, the snake turns into the rings, lying in a comfortable territory. 

In the beginning, Honda won the small motor bikes market in order to gain self-confidence, 
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and after that occupied the large markets. Trying to deal with small bikes market, the British 

were not ready that Honda would present super motor bikes in the market so successfully. 

There was no resistance towards super motor bikes. Honda‟s genius progress in engines 

should have warned competitors that it might enter other segments of the market like marine 

engines, generators, etc. It was presented a discussion of Honda Company‟s strategy by Ha-

mel and Pralahad. Unlike Pascale, Hamel and Pralahad showed Honda in a smart and offen-

sive way with a brilliant strategic planning. 

 

 

Further Discussion & Analysis 

 
If to take into consideration the problem‟s background, there was a prime intention to discuss 

the model that was applied in a crisis situation and used to provide supply chain security. Re-

ferring to all gathered information about the market entry, the conditions of supply networks 

and market penetration of Honda Company was also discoursed. It can be claimed that Hon-

da‟s main expenses were logistic costs. Transferring motorcycles‟ parts that were constructed 

into the vehicle in The United States or United Kingdom, Honda still had to keep dumping; 

otherwise both projects would fail. At the same time, the whole Honda team did not concen-

trate on that problem because it “hunted” the share of market to the scale of production.  

 

According to Clarke, Lamoreaux, and Usselman research presented in the book “the Chal-

lenge of remaining Innovative”, Honda did not think about logistics that time and did not ap-

ply any specific model, that is why the company had pure “natural” supply chain, which 

might have been easily destroyed by the nature disaster, for example. Another interesting op-

tion was taken into consideration. Branding that companies afforded could become another 

possibility for further development. On the other hand, branding was challenging and risky. 

Both markets were opened for the entry without any barriers to import. Aggressive intruder‟s 

advertising might have been met by rapid introduction of loyalty program as both authors 

doubt that the “switch” to new products in motorcycles might happen in so short time. The 

challenges of supply chain might have been held in the way to reinforce market barriers. In 

addition, the government put no limitations for the companies‟ strategies in order to save the 

national business. Also, the fact that Honda was not only the intruder should be mentioned. 

Nissan, Toyota, Yamaha and other successful companies left their “footprints” in the market 

history. 

 

 

 

4.2.2 Case: “I care”. Honda penetrates automobile market 

In the previous case it is claimed that there was no specific model applied to supply chain 

management, whether in the 1960s it finally appeared and started improving. Later on, Honda 

announced that soon it would start to ship motorcycles on batch basis and would require cash 

on delivery. The delivery payments would give a guaranty for supply to meet demand, and it 

would lower the costs of goods‟ storage at the American and British markets. It was first 

sources of Just-In-Time system, which had a huge impact on the whole world.  

 

Honda Company was constantly growing, breaking the limits and the records over again. In 

the beginning of 1960s, Honda brought another inflow of investment and interval support. 

Japan held the year 1964 as Summer Olympic Games in Tokyo. This period is also known as 
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“Olympic boom”. Japanese citizens said goodbye to banks and developed the investment sys-

tems. Even housewives had proudly carted their cookie-jar funds to Kabutaco, home of the 

Tokyo Stock Exchange. Nevertheless, later on, everything vanished when Yamachi Security 

Company was shut down. In 1965, the average income per person in Japan was at the level of 

265 000 yen with eighty-seven percent increase over the last five years (Sato, 2006).  

 

Two years later, Honda diversified and started producing cars and trucks, entering the auto-

mobile market. As the market was threatened before, Honda surprised it again by introducing 

new pumps, outboard motors, power tillers, portable generators, and lawnmowers production. 

Afterwards, Honda presented two cars, which were immediately sold in all the markets. As 

Soichiro Honda always said “Learning from mistakes”, Honda launched Civic in 1973 and 

the energy-efficient Japanese cars managed to win the international market again because of 

the oil crisis. In 1976, the famous model Accord was presented to the market. Surprisingly, 

the sales of Accord were growing very fast mostly in the United States. The Motorcycle In-

dustry went a bit to the back side, even though it had a higher level of production and ac-

counted more than three million units per year. Honda was going to enter luxury cars market. 

In 1986, Honda launched the Acura model, which immediately garnered great sales through-

out Japan and the United States. In the end of the 1980s, Honda had become one of the lead-

ing car manufacturers in the whole world. 

The Big Three, which consists of Ford, Chrysler and General Motors, had a great influence 

on American automobile industry in 1980s. However, keeping the Japanese corporations‟ 

success in mind, most of the analysis was made only for Honda Company‟s bids; Nissan and 

Toyota had to leave the market. Taking into consideration the production and demand, it can 

be observed that the levels of competition were high. In average, most of the produced cars 

had the same features and even small changes could have a negative impact on demand be-

cause it was extremely elastic. Honda faced a strong competition and the rivals were ready to 

fight for their market share unlike it had always happened before. Honda had to think about 

something new, and the board directors came with the very effective solution. The level of 

technological progress was the same, efforts put into the production and advertising came to 

be higher for all players, and all brands became more or less equal in overall competition. 

The key word here is “overall”. The Big Three had influence on all production processes in 

order to be competitive, and suppliers were harmed mostly. Ford was the main company that 

constantly demanded newer technologies making all suppliers to fight against each other in 

order to be able to present their project and earn money. Exhausted and not even appreciated 

much, they shut down the production again without any payment for the resources spent on 

research and experiments. Honda found out about that and the “gold river” turned to their 

side.  

Japanese culture concentrates on high levels of taking care about each other and cooperation 

among employees of one organization, plus the head of the department is obliged even to or-

ganize marriages of his/her subordinates if it is needed. The dynasties, working for the same 

company are the most appreciated. Honda contacted The Big Three suppliers. It was consid-

ered to be almost the turning moment for the whole automobile industry in the country. The 

“keiretsu” approach was implemented, which would be discussed in details further. 
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Benchmarking Study How Honda Chrysler found the “sensei” 

“Sensei” (Japanese, the meaning is the following “teacher, lord, respected older person”) 

A Benchmark Study is a financial “snapshot” of an industry group that allows business own-

ers to compare their operation with other companies of the same size and type. Benchmark 

Study reports contain ratios of performance. Ratios allow numbers to focus on the financial 

relationships in business, rather than just on absolute numbers, such as annual sales. BRS us-

es median ratios that show the half-way point in the data groupings. This is important because 

medians can prevent “skewing” of data by a few unusual respondents. The reports also con-

tain statements in common-sized format. For example, according to common-size profit and 

loss statement, revenue and expense are shown in percentages of sales. Percentages, like all 

ratios show numbers in relation to each other (Business Resource Services, Benchmark stud-

ies, retrieved April 12, 2011 from http://www.brs-seattle.com/bench.html). 

At the same time, competitors were well experienced and, of course, were not “blind”. More-

over, they were smart enough to learn from their previous mistakes. In the mid of 1980s, 

Chrysler had handled a benchmarking study of Honda Motor Company, which was the lead-

ing company even among the Japanese. During the benchmarking study, Chrysler found out 

that Honda manufacturer‟s teams were organized differently. All of them included suppliers‟ 

engineers who were responsible for the end product, design, and adaptability of the compo-

nent. That made much easier for the supplier to avoid mistakes and meet the order needs, and 

be aware of requirements. In addition, this type of cooperation provided two sides education 

for all participants. In other words, two sides had mainly the same level of progress, speed, 

working activity, shared future plans. In that case, it was much more beneficial for the suppli-

er to work with such companies as Honda, because they were taking care about its merchants. 

This concept was completely unfamiliar for Chrysler, which developed products in traditional 

and chronological way without suppliers‟ participation. Chrysler's engineers designed the 

components, and suppliers built them. Additionally, Honda preferred suppliers who had a 

good experience, both in delivering high quality products and meeting cost targets. All play-

ers of The Big Three selected only those suppliers, who could build the components at the 

lowest cost. Moreover, if Honda was not satisfied with the price of supplier services, then it 

worked with the supplier until they came to a compromise solution. Only if, it was impossible 

to come to the agreement, Honda Company stopped the relationship with sympathy. The Big 

Three in these situations preferred just to close the contract and find the substitute.  

Consequently it came out that the Big Three Companies artificially lowered the possible loy-

alty level in the industry. The Japanese automakers returned the attitude of trust and com-

mitment, and managed to arrange the perfect operation of supply chains. Results of the Hon-

da study generated a considerable debate within Chrysler, and many senior managers were 

convinced that the lessons learned from Honda could not be applied to the situation at Chrys-

ler. However, the American Motors Corporation acquisition led to a reconsideration of the 

fact that Honda experience cannot be implemented to Chrysler. The AMC procurement, alt-

hough initially made for other reasons, turned out to be a key factor in the assessment be-

cause the American Motor Corporation had already implemented some Honda‟ supplier man-

agement and product development practices. Due to the fact that the American Motors Cor-

poration had a small size, it had neither the resources to design all parts nor the reputation to 

dictate prices to its suppliers. Rather, it had learned to rely on suppliers and to help engineers 

and designers of vehicles' components. In addition, the AMC Jeep and truck group had been 

operating for several years as an integrated team. From 1980 to 1987, AMC had developed 

http://www.brs-seattle.com/bench.html
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three new vehicles Cherokee, Premier, and Comanche, and started to work on the fourth one 

called “Allure coupe”, with less than 1,000 engineers. In contrast, Chrysler's 5,500 engineers 

and technicians had developed four new vehicles during the 1980s, the K car, minivan, Dako-

ta truck, and Shadow/Sundance. 

In order to avoid mergers, acquisitions, and unnecessary expansion of the paper, there was a 

turn back to Honda‟s preferences in supply chain management. As Japan is very unstable in 

terms of earthquakes and nature disasters, Honda planned to secure its supply chains and pre-

ferred to play safe through building factories and local manufactories in every country they 

were selling. Hence, having factories everywhere, Honda was prepared to unexpected situa-

tions, risks and failures. In addition, there were highly trained and experienced employees in 

each production chain. They often moved from one department to another, including location 

changes. It developed the exchange of skills and experience, and allowed to learn more by 

getting closer to the ideal; while Americans preferred to invite different short-term teaching 

professionals from other companies. Employees usually needed to feel the atmosphere of the 

company and adapt teaching of necessary skills that would be appropriate in the current situa-

tion. Undoubtedly, the training programs were effective; however, many preferred to imple-

ment Honda‟ style of internal exchange. 

Having generated many great victories in the past, Honda did not stop the improvement. The 

Accord was still a leader of sales, especially in the U.S, where the volume of sales was dou-

ble higher than in Japan. In the new decade many events occurred. Probably, that decade was 

one of the hardest for the corporation. It started with death of the founder, Soichiro Honda, in 

1991. Two years later, Honda won over Chrysler and got the third place in the top-three larg-

est sellers in the Unites States. However, in 1992, Honda organized the joint venture with one 

of the Chinese market players that promised to become the world‟s largest and lucrative mo-

torcycle market. Though, Pascale‟s luck could not last forever. In 1993, Honda received de-

crease of 35 percent of Accord and 18 percent of Acura‟s sales. It turned out into a scandal 

and Honda‟s partners asked for the payoff. The management board of Honda decided that the 

time for restructuration came. Led by Nobuhiko Kawamoto, the company president and chief 

executive officer reorganized Japanese, European, and North American units into autono-

mous operations I order to improve cost efficiency. Even though, Honda re-arranged some 

changes, it did not improve the situation. The automobile market became saturated. After tak-

ing over the whole market in 60-70s, Honda had to feel on its own, what it is like, when other 

companies squeeze into the market just as Honda did a long time ago. Meanwhile, with no 

technical genius Honda decided to went back to detailed researches that it had started with.  

One of interesting fields for Honda was environmentally friendly automobiles. It was suc-

cessfully developing, and the Honda car won the race of solar cars in 1994. As the end of the 

century approached, Honda was doing quite well but still had weaknesses to defeat. It had 

become known as one of the most successful car companies in the world. Its strengths were 

in research and development, high level of technological advances, and its global sales be-

cause Honda was selling more units abroad than in home country. The company started to re-

ly more on the sales in the United States, which by the end of the decade accounted for nearly 

85 percent of Honda's profit. Furthermore, there was too much dependence on the success of 

the company's Civic and Accord models, which could pose trouble in the future if production 

anomalies occurred. It would be Honda's ability to effectively deal with those potential prob-

lem areas that would determine its success in the 21st century (International Directory of 

Company Histories, Vol. 29. St. James Press, 1999, retrieved April 12, 2011, from 
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http://www.fundinguniverse.com/company-histories/Honda-Motor-Company-Limited-

Company-History.html). 

The key element of Honda Company was the flow of information with their suppliers‟ based 

on following twelve steps: initial contact, preparation/investigation of Honda parts, quota-

tions, initial plant visit, prototype development, testing and evaluation, mass production quo-

tation, preparation for mass production, trial run, Quality Assurance Visit, agreement, pur-

chasing.  

 

 

 
 

Model 4. „2004 Total Vihicles Sales by The Associated Press‟. Brown B, et al. (2010). Presentation. The Automotive Industry. 
Supply Chain Management for Honda and Foreign Automakers. 
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Example Honda Supply Chain
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Supply Chain Management for Honda and Foreign Automakers. 

 

Further Discussion & Analysis 

This particular case is one of most interesting study cases because it consents the considera-

tion of the several models‟ implementation at the same time. The first model is Partnership, 

which has been broadly discussed in Toyota study cases. Still, Honda Company considered 

Partnership model as one of the key elements of achieving success. In 1962, The Ohio State 

University's (OSU), College of Engineering established a transportation research center in 

order to coordinate and encourage transportation related to academic and research programs. 

The concept was funded by Ohio State that issued bond, and voters approved it in 1968. In 

September 1987, the Center's property was offered as part of an economic incentive to attract 

Honda to build an automobile plant in Ohio. On January 26, 1988, the property sale was 

completed, and TRC Inc. was formed as direct successor to the Transportation Research 

Board. TRC Inc., a non-profit Ohio corporation affiliated with OSU came to a management 

agreement with Honda for continuous operation of the Research Center as a multi-user, inde-

pendent test site. The Transportation Research Endowment Program (T.R.E.P.) procured the 

sale profit and provided a substantial financial resource in order to support academic and re-

search programs in the College of Engineering at Ohio State (A Premier Partnership. Honda, 

The Transportation Research Center, and OSU, retrieved April 12, 2011 from 

http://elearn.eng.ohio-state.edu/honda/history.htm). Such the partnership allowed Honda to 

reduce the research costs to absolute minimum and established more joint ventures and net-

works among automobile industry players. 

Honda had been doing its best in order to create the American image. Since 1982 Honda pur-

chased certain materials from local North American suppliers. An independent Japanese 

manufacturer built a factory in order to furnish Honda with lamp assemblies. Honda orga-

nized and took 80 percent shares in Belle mar Industries and a joint venture factory to estab-

lish the plant of wheels and seats. Further Honda‟s attitude towards the suppliers was very 
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accurate and choosy. In 1985, when production starts, 27parts makers increased to 40. Al-

most all of them were just domestic firms, supplying either bulky tiers batteries or small plas-

tic and metal details. One of them, Capitol Plastics had been provided Honda with details for 

three years and got a contract to furnish a single automobile part in 1983. It steadily expanded 

afterwards, and increased supply of parts.  After 1986, Honda‟s supply was increased with 

the volume of sales and dollar halving in exchange rates with yen, so imports from Japan be-

came very costly. Honda was finally switching to domestic suppliers, “stealing” them from 

The Big Three.  

The Triple-A model, which describes the change and flexibility of supply chain was imple-

mented by the Japanese and successfully adapted. Honda was controlling networks from a 

very long distance that appeared to be harder to manage because American dollar was falling. 

Transportation of parts was tricked to Ohio in the beginning which created the economies of 

scale because the parts had to be kept and reallocated later (Mair, 1994). 

The other model or better to say – approach discussed in the study cases is “Keiretsu” ap-

proach that stays in a row with the ARA-model. However, to build the “keiretsu” with sup-

pliers is much more difficult that it might seem to companies. For many years American cor-

porations were trying to build one in order to provide security for the supply chain and com-

pete effectively with the Japanese. No bonds with suppliers were established. As the part of 

experiment some companies managed to adopt Japanese partnering model. They slashed the 

number of suppliers they did business with, awarded the survivors with long-term contracts, 

and encouraged the top-tier suppliers in order to produce subsystems instead of components, 

to take the responsibility for quality and costs, and to deliver just in time (Harvard Business 

Review, 2006). Although, they managed to build the analogues, still they could not imple-

ment the fundamental core competence with their suppliers. The companies simply did not 

want to upgrade and develop systematically, together with the suppliers. American corpora-

tions were afraid of dependence and risks, which must be undertaken if one of partners would 

start drowning. Finally, the cost-factor came back with the change of millennium and Ameri-

cans turned down the idea of implementing secure “keiretsu” until better times. 

The pre-history of those actions starts with the following notes: 

“Chrysler was our best customer, and we would break our back for them. Now we feel we‟re 

just another supplier. [It has] put us in a bucket with everyone else, and we feel like any other 

vendor”(CEO, Industrial Fasteners supplier to Ford, GM, Chrysler, and Honda, April 

2002,p.24). 

„Honda is a demanding customer, but it is loyal to us. American automakers have us work on 

drawings, ask other suppliers to bid on them, and give the job to the lowest bidder. Honda 

never does that”(Senior executive, supplier to Daimler-Chrysler, July 1999, p.25). 

The growing disappointment of suppliers from their main cooperators communication and 

production against upcoming Japanese manufacturers was slowly reaching the burning point, 

and Honda took the advantage over the situation by suggesting trust, commitment and coop-

eration. Exhausted with fighting for nothing, suppliers were ready to meet almost any terms. 

What can stop them, when these terms are not just fair, but beneficial and very promising? 

The switch was logical and easy predictable. That switch generated a great profit on return 

and growth of market share. As a result, “I care” attitude of Honda and other Japanese players 

became another business example of the right treatment of partners and co-workers. 
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4.2.3 Underestimating the Japanese 

A little step out of the cases in order to present the classical studies of market management 

failures that arranged favorable obstacles for Honda to succeed 

Before getting closer to the current situation in Honda and managing the common risks of 

any business, the whole series of systematic errors, which triggered the success of Japanese 

firms, should be highlighted. Those errors have been widely discussed and most of them are 

the classic business examples, studied in the schools all over the world. Other remains im-

portant and well presenting economic thoughts, followed in the previous years. The authors 

of the paper are willing to present the short outline of these mistakes. 

 

“Let them in. They just produce little cars. Upper segments are anyway ours”. Honda 

broke these words easily in 1985 by launching Acura in the United States. Nissan and Toyota 

followed the example. Soon the author of the opinion, Mercedes management team, was 

more than just worried about upcoming competition of Toyota‟s Lexus marque. Previously 

discussed example with motorcycles at British market and first cars in America just proves 

the fact once again. 

 

“Look, they are low-tech players. We are on the technological edge. We are safe”. And 

Honda‟s engines won Formula-1 championships every year from 1986 up to 1991. 

 

“Do not worry! Japanese are “reluctant multinationals”, we can keep them with the 

trade restrictions”. Though, during 80s, they suddenly make an investment wave, arranging 

transplants plus started building production capacity in Europe.  

 

“Our trade unions and labor unions will prevent them from using their manufacturing 

techniques; their factories will not turn out better than we”. Amazingly, everything 

turned upside-down. Unions represented workers at transplants if the Japanese let them, and 

then only under strict conditions. Japanese arranged contests, so the unions were forced to 

line up and were chosen by Japanese managers. 

 

4.2.4 Case “Nature VS Supply “bloodlines”. Honda wants to live” 

On March, 2011 Japan had suffered from the earthquakes that destroyed energetic station, 

made all the production delayed or stopped, and took away lives of thousand people. The 

Japanese tried not to diffuse panic but after the fourth earthquake they had to confess that it is 

a disaster and it will take lots of money to repair, restart and built all damaged capacity. The 

Japan‟s greatest automakers are almost at a standstill. Supply chains, transport and shipping 

facilities have all been affected by the quake and subsequent tsunami. “Honda is donating 

300 million yen, 1,000 generators and 5,000 gas canisters toward the relief and recovery ef-

fort. Staff is being dispatched to instruct on generator operation.  It will suspend production 

in factories at Sajama, Ogawa, Tochigi, Hamamatsu, Suzuki and Kumamoto. All regular op-

erations at Honda facilities in the Tochigi area, including R&D centers, will be suspended as 

well. One Honda employee was killed at a Tochigi R&D center when a wall collapsed”(Ben, 

2011, May 15, retrieved May 18, 2011, from 

http://japanesenostalgiccar.com/2011/03/15/how-the-earthquake-is-affecting-

japansautomakers). 

http://japanesenostalgiccar.com/2011/03/15/how-the-earthquake-is-affecting-japans
http://japanesenostalgiccar.com/2011/03/15/how-the-earthquake-is-affecting-japans
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In the report, Honda also claims about the current situation in North America and its produc-

tion and supply. Honda insists that the situation in Japan has no impact on American produc-

tion, based on the local suppliers. Here is a bright example of Triple-A model, especially the 

alignment and agile chains. Honda managed to switch to the American suppliers and safe the 

business. At the same time, it is not that bright as it seems. Agile chains must be controlled 

and examined carefully. How can it be done if the responsible people are dead? Though, 

Honda made an automatic switch, which was provided by smart, and fast reasoning, and 

which Honda Company could afford it, still the suppliers were not ready. “80 percent of their 

products are produced in North America, the Honda CR-Z, Fit as well as the Acura RL and 

TSX are imported directly from the recently closed Japanese facilities. Honda is also con-

vinced they have enough Japanese-made vehicle components to sustain plants in the United 

States and Canada” (Chris Nagy, May 15, 2011, Update: Japanese Automakers Adjust to 

Earthquake, retrieved May 18, 2011 from http://www.automoblog.net/2011/03/15/update-

japanese-automakers-adjust-to-earthquake-aftermath/). 

Later on, after another earthquake, Honda announced that it has many delays. These delays 

came from Research and Development sector. Honda Motor Co. has verified that due to the 

dense damage, the automaker has begun transferring about 10 percent of the location‟s work-

ers, or 1,000 individuals to other Honda capacities that are currently operational, according to 

Automotive News. As a result of the damage and interruptions which requires several months 

of repair, R&D department expects to have a delay “about two weeks.” The damage experi-

enced by Honda, at its R&D center located in Utsunomiya, was quite severe involving walls 

and ceilings crashing down within the center, injuring 17, and killing one worker. The Japa-

nese automaker says that full repair the facility is expected to take several months, although it 

only expects the net delays to be in the realm of two weeks. As if the damage sustained to its 

own facilities was not enough, Honda is also attempting to deal with issues plaguing several 

of its suppliers as well. Honda utilizes within the area hit by the earthquake and/or tsunami, 

10 out of 110 suppliers are struggling to restart production for different reasons. In a row with 

uncertainty and difficulty of recovery, some of Honda‟s suppliers are also located in highly 

dangerous radioactive zones that are not open to the public. Honda was not able to give de-

tails to suppliers, explaining that communication is hard since no one has access to the dam-

aged zones (Kleis M., March 29th, 2011,  retrieved May 18, 2011 from 

http://www.leftlanenews.com/honda-earthquake-will-delay-all-rd-by-two-weeks.html ). 

 

 

http://www.leftlanenews.com/
http://www.leftlanenews.com/
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5 Conclusion 

 

The purpose of this paper is to study and discuss the supply chain security systems applica-

tion in terms of global trade based on Toyota and Honda Companies‟ history. Toyota and 

Honda Corporations share their experience of managing different factors that have a huge 

impact on the organizations. In order to answer the research questions the descriptive and ex-

planatory research methods have been implemented. The research methods give the oppor-

tunity not only describe different activities, strategies, and performance as a whole, but also 

partly answer the question “Why in similar circumstances companies behave differently?” In 

addition, the scientists observed that the external environment is a very significant factor and 

determiner of the future business situation. Successful companies identify the best market 

conditions when they can create, drive, and develop supply chain management models. As re-

search has shown, the companies are always involved in continuous search of the approach 

that will suit best; however, there is a constant development in the world that makes compa-

nies to upgrade their systems. In order to meet the challenges in an appropriate manner, com-

panies recently start to pay more attention to supply chain security. With a prime purpose to 

build up a strong security, companies seek an optimal approach. There are many models that 

are implemented, adopted, and sometimes modified by companies. The main reason why 

companies modify the model is the external obstacles that make the model to some extent in-

efficient. Regarding to the experience of Toyota and Honda Corporations, four major models 

and its key drawbacks were discussed.  

 

According to the analysis, authors come to the following conclusions concerning the Supply 

Chain Security models. Firstly, the Partnership model is mostly implemented by companies 

that needed to reduce the overall costs in all chain sections. Furthermore, Partnership ap-

proach is considered as one of the simplest models to implement, but hardest to develop, and 

model still promises the great return on investment. Once effectively implemented, it can 

provide an outstanding support, which helps all participants to stay active in crisis situations 

and, what is more important, earn higher profit while the circumstances are favorable. On the 

other hand, efficient trading security model is very tricky to operate because it requires strong 

control. After the establishment, the relationship within the network necessitates a constant 

development and interaction. While Western companies were becoming more dependent on 

their supplier partners, the Japanese automobile leaders managed it in a more appropriate 

way. Moreover, the actual market turnover, that happened approximately in 1984 or 1986 

(the years differ in various sources), is basically nothing else, but the result of proper market 

research, in terms of time and concentration on the core competence of the company which is 

mainly considered to be the best possible security of remaining competitive in the market. 

Proper market research allows winning one‟s market niche, controlling the market situation, 

and always looking for opportunity gaps. 

 

However, a negligent occurred in the “no strings attached” effect and turned out to be the 

greatest mistake for those who succeeded in establishing the partnership. The “Keiretsu” ap-

proach, which is theoretically close to the Partnership model, based on the “taking care” con-

cept is considered to be the best example. Historically, it happened that the most unsecure 

case appeared when there was a “switch” from one model to another. Any change must be 

well organized, planned and checked accurately, having all the researches made in advance 

with recently gathered data and well-made analysis. It is also a reason why both authors have 
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had a doubt about Pascale theory, explained “a wild guess” phenomenon. “A wild guess” 

emphasizes that Honda Company has made wrong measurements in their market analysis. At 

the same time, the models ARA and Triple-A are considered to be the most complex and de-

manded, and have been applied by the Japanese easily and successfully. 

 

The following reflections were derived: many small components of supply chain trading se-

curity have the impact on the whole organization to different extents, and in order to be high-

ly beneficial, the company should focus on core competence of an organization. Complex, 

transnational, and multi-vendor supply chain security models require more collaboration in 

terms of security issues. The application of the trading security model consists of only a half 

of the whole job accomplished by tough control.  

 

The obstacles, current market situation, economics, policy, and nature situations are key de-

terminants of profit and sustainability of the company; while the management activities and 

precisely chosen approach are the main tools for sustainability and target achievement. Fur-

thermore, cultural aspects have a big impact on the choice of model and must be taken into 

account literally. It was found out that transnational and multinational companies face diffi-

culties in internal cooperation more often than in external. As it was stated in the Purpose and 

Problem, a detailed market research in terms of model application was conducted.  

 

6 Suggestions for further studies 

 

The paper has been written with a prime purpose to describe and discuss the Supply Chain 

Security Systems in terms of trade and their application in Japanese automobile makers‟ his-

tory. The analysis is considered to be a helpful material for future studies of the models‟ im-

plementation. In addition, the models‟ application leads to a necessary research of the market 

situation in terms of decision-making processes while doing business in different countries. 

Besides, it is worthy to study inventory management that goes along with the Supply Chain 

Management. Furthermore, the influence of nature on the supply chains security was briefly 

discussed, and it is recommended conducting further studies in this area because there is a 

plenty of outstanding cases to explore. The paper also can be used in economic studies be-

cause it contains the discussion about American and British market failures due to underesti-

mating the Japanese automakers with the further occupation of relative markets. Correspond-

ingly, the cultural aspect and attitude issues in terms of doing business can be taken into con-

sideration.  
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