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I.  Historical Overview

Sony Corporation was founded by two men that would spend the next 40 years mastering innovation, technology, and business: Masaru Ibuka and Akio Morita.  These two men helped form a small telecommunications company called Tokyo Telecommunications Engineering Corporation (TTEC), which focused on engineering research and development after the end of WWII.
  Starting up with a capital investment of only ¥190,000 (or $500), the TTEC struggled financially in a ruined post war Japan. The TTEC looked to noncommunication devices such as rice cookers and heat cushions just to raise enough cash flow to meet payroll. 
  Being focused on research and development, TTEC used simple innovative research tactics to produce the 
first Japanese tape recorder.  TTEC produced their first tape recorder in 1950 and then began to 
work on transistor radios.
  In 1956, the TTEC introduced the first pocket sized transistor radio, the TR-63.  
          Morita believed that if the TTEC was going to be internationally recognized, they
 needed a name that would be better understood in foreign markets.  In 1958, the Tokyo Telecommunications Engineering Corporation changed its name to Sony, combining the word sonny (little man) and the Latin word sonus (sound).  Sony became known for their innovative technologies based on a hard dedication to research and development.  
Building the Sony Brand
A successful brand name identifies a connection with a consumers mind with a product or service they provide.  Consumers will purchase the brand name product because they trust 
the company. They know the quality is good, and they won't have trouble obtaining a refund 
or replacement if for some reason the product is damaged or otherwise unacceptable.  
Sony has transformed into one of the largest transnational media corporations of today  by creating these brand identities.   It is one of the largest high tech electronics producers in the world, with revenues in 2008 exceeding $88.7 billion dollars.   From Sony’s ever so popular transistor radios in the 50’s and 60’s, to today’s high-definition (HD) televisions, Sony has been pushing the development of new technology. Creating internationally known brand names such as the Walkman, Handycam, Cyber-shot, PlayStation, VAIO, and BRAVIA, Sony has, from the start, created many innovative products and product brands.
  It is beyond the scope of this 
paper to consider the many different products that Sony has introduced over the years.  
Instead, let us consider two: the Sony Walkman portable music player, and Sony PlayStation game console.
 

The Sony Walkman
The Sony Walkman has changed the way consumers will listen to music forever.  In the late 1960s, Sony and other consumer electronics manufacturers began the mass production of cassette tapes and recorders.  Tape cassette machines were considerably smaller than its predecessor the reel-to-reel tape machine, but lacked sound the quality that consumers were looking for.  By the late 1970s, the tape cassette machines improved significantly and had become an established norm in audio delivery.

The idea of the Walkman came about when Sony co-founder Masaru Ibuka was planning a trip to the US.  Ibuka enjoyed taking his reel-to-reel tape machine with him when he traveled, but because of the size of the machine, Ibuka realized the need for a smaller audio playback device.  Ibuka asked his tape cassette recorder division at Sony to build him a smaller audio 
playback device, which resulted in them converting the Sony Pressman (a cassette tape recorder) into a portable audio playback device.  Ibuka was quite pleased with the prototype tape cassette player and decided to pass the idea onto Akio Morita (current chairman).  Morita immediately recognized the opportunity to create a market for portable music systems and in 1979; Sony launched the Walkman in Japan.


The Walkman changed the way people listen to music forever by allowing consumers to listen to music anytime and anywhere, forever changing consumer lifestyles.  In today’s society, you often see portable music systems in the hands of college students listening to music on the way to class, business professionals listening to podcast on the way to work, and health enthusiast listening to music as they work out. The Walkman set the stage for the portable music systems of today. 
The Sony PlayStation
The Sony PlayStation hit the Japanese market December 3rd, 1994, selling three hundred thousand units in the first month, three times the amount Sony had estimated.  The PlayStation brought software developers to a new video game delivery medium, launching with eight              game titles on compact disc (CD).  The PlayStation had become one of the top selling video game consoles in the world, selling 50 million units by the end of 1998. 
The idea of the PlayStation was developed by Ken Kutaragi, the engineer that developed the sound processor for the Nintendo’s Super 16 Bit Cartridge.  Kutaragi was persistent on developing a video game system with computer like power and three dimensional graphics, but was unable to get anyone to invest in his idea.   Kutaragi had difficulty finding a facility to do his research, for two years Kutaragi went homeless, moving his research from lab to lab.  
Eventually, his good friend and president of Sony Computer Entertainment, Terry Tokunaka, took Kutaragi to meet Sony Chairmen Norio Ohga to pitch his idea.  Ohga and the Executive committee at Sony reluctantly approved a $50 million investment in Kutaragi’s video game computer chip.
 Considering the prospect project of the new business was uncertain at best.
The PlayStation was launched in North America on September 9, 1995.  The launch price in the American market was $299.  This new cutting edge game system sold 50 million units by the end 1998, producing over $5.5 billion in sales, or over 10%, of Sony's worldwide revenue.
  The Sony PlayStation is said to be an important factor in the demise of cartridge based video game consoles.
The successor to the original PlayStation was the PlayStation 2 or PS2.  The PS2 was launched in North America in October of 2000. Part of the PS2’s success can attribute to its backward compatibility, which means that you can play original PlayStation games on the PS2.  This was an industry first allowing the lifetime of the original PlayStation and game production to span from 1994-2006.  The PS2 is one of the most popular video game consoles of all time, selling more than 140 million units since its release in 2000.

Sony has since released a new HD video game console: The PlaysStation3 (PS3). The PS3 is not only a HD video console; it’s also a high-definition Blu-ray Disc player, MP3 music player, and a wireless Internet-ready home media center. (Described in detail in the Current Product sub section)
II. Organizational Structure

Sony’s organizational structure breaks down into five different major business groups: Sony Financial Holdings Group, Entertainment Business Group, Game Business Group, Sony Ericsson Mobile Communications Group, and the Electronics B2B Solutions Business Group.  All of which are overseen by Sony Headquarters and Corporate Research/Development.                The Electronics Business group is the largest group, which is broken down into two sub groups:  Semiconductor & Component Group and the Consumer Products Group. (See Figure 1).
Figure 1.
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III. Business Operations
Business Philosophy
Sony has a long history of dedication to being on the cutting edge of innovative technologies.  Part of Sony’s philosophy is to encourage its employees to think outside the box and to promote open-mindedness.   Sony’s Corporation describes Sony’s business culture as.

Sony culture emphasizes "a spirit of freedom and open-mindedness," and a fighting spirit to innovate. Founder Masaru Ibuka crafted this vision in Sony's Founding Prospectus, and the philosophy is embedded in our company DNA, embodied in our employees, and seen throughout our history.

This culture has seen a significant change since Howard Stringer, a European and former president of CBS, took over as Sony’s CEO in 2005.  Stringer was brought in to revive the life at Sony, which critics believed was diminishing and was merely riding the momentum of its past successes.  Stringer brought about a hard-headed Western CEO sensibility to a Japanese company that was built on very a hierarchical structure, with an embedded Sony culture.  The idea of employees working for Sony for life was no more.  Stringer had cut roughly 10,000 jobs shortly after becoming CEO.  Stringer responds to a question about his job cuts and culture changes.
In Japan, the nightmare they have is the American who comes in with a sword and says, "Do this. Do that." But I knew in Japan that wasn't the way to do it. I had to work as hard as I could to get to know people. I said to senior staff and the strategists: Look at the numbers. We have no choice but to restart this engine. We've got to close factories, get rid of some unprofitable businesses, a hard thing to do in Japan, and then lay off people. The impact had the effect and the numbers started getting better.

Howard Stringer worked hard with the people at Sony to make them feel better about what happened.  Stringer worked closely with all levels of employees to help them understand 
the need for restructuring and how Sony will benefit.  

Current Products
The PlayStation 3 (PS3) is the ultimate HD entertainment experience.  The PS3 uses HD
video technology with their state of the art Cell Broadband Engine microprocessor.  To balance processor workload, the microprocessor uses eight Synergistic Processor Units, making it considerably more powerful than traditional single-core processors. The PS3 offers the free PlayStation Network membership, built-in Wi-Fi, and a hard disk drive storage for games, music, videos, and photos. 
Joining the seventh generation of video game consoles, Microsoft Xbox 360 and Nintendo Wii, PS3 was launched in North America in November 2006. PS3 originally released two models, a $499 model: including a 20 Gigabyte (GB) hard drive, wireless controllers,
and a $599 model: including a 60 GB hard drive, wireless controllers, and wireless networking capabilities.
  This high tech gaming system yields a plethora of features including:  high-definition video, Blue-ray HD DVD 2.0 disc technology, wireless controllers, and wireless networking.

Sony has since dropped the two original models and has introduced two new models in 2008.  The newer models have the same high tech features, plus larger hard drives, 80 GB and 160 GB.  The 80 GB and 160 GB models were priced lower to help compete against the Xbox 360 and the Wii, $399.99 and $499.99 respectively.  
The PS3 has trailed Microsoft's Xbox 360 and Nintendo's Wii in sales.   PS3 sales have increased this year managing to outsell the Xbox 360 in June 2008, by nearly two-to-one.  This was largely attributed by the release of its exclusive title, Metal Gear Solid 4.
  Sales at the end of Sony's fiscal year in March stood at 12.85 million units sold and Sony expects to sell another 10 million in the current fiscal year.   Sales of its original PlayStation, launched in 1994, have reached 102 million units sold, and the PS2 console has now passed 140 million units sold worldwide in its ninth year on sale.  Sony has a set a 150 million units sold target for the PS3, hoping to pass the PS2 units sold total by its ninth year, the same point at which the PS2 is in its current product life cycle.
IV. Financial Performance
In 2008, with the year ending March 31st, Sony Corporation had grossed ¥8,871,414 million in sales and operating revenue.   Figure 2. illustrates Sony’s Sales and operating revenue from 2006 to 2008.  Sony’s operating revenue has increased from ¥7,510,597 to ¥8,871,414 yen in millions, representing an 18.12% increase in two years.  This can be attributed to the increase of revenue from the Electronic Business Group resulting from increased sales of innovative LCD TV’s, notebook computers, and digital cameras.  This higher level of sales and the fluctuation of the exchange rate resulted in a record high operating income.  The Electronics Business Group makes up 67% of Sony’s sales and operating revenue.  Sony has nearly tripled their net income from 2007 to 2008, jumping from ¥126,328 to ¥369,435 yen in millions. (See Figure 3)
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Figure 4 breaks down Sony’s major business segments, showing segments sales and operating revenues.  As mentioned above, the Electronics Business Group dominates all of Sony’s other business groups in sales, operating revenue, and customers served.  The Game Business Group has also experienced a positive increase in sales and operating revenues over the past three years, increasing from ¥958,620 in 2006 to ¥1,284,243 yen in millions.  Unlike the Game and Electronic groups, the Financial Services groups show drastic declines in customers, sales, and operating revenues.  The Financial Services Business Group has taken a hit due to a significant decline in the Japanese stock market.


Figure 4 also shows the breakdown of Sales and Operating Revenue by Geographic Location.   As you can see, Europe, U.S.A., and Japan are Sony’s major sources of sales and operating revenue respectively.  The European market jumped from third place in 2007 to 
first place in 2008.   Europe holds 26.2% of Sony’s sales and operating revenue with the U.S.A. closely behind at 25.1%.  The Japanese market has been slowly declining over the last three years, while U.S.A and Europe have been steadily increasing.
 
Figure 4
Segment Information/ Sales and Operating Revenue by Geographic Location

V. Future Plans
As Sony reaches the end of their three year restructuring period, Sony CEO Howard Stringer believes the company needs to refocus on innovation and digitalization.
  As part of this digitalization, Sony is working on bringing synergy between their media content (Blue-ray DVDs and Music) and their electronic devices.  

Sony is bringing synergy between their media and electronic devices in two big ways.  First off, Sony is creating a virtual PlayStation Home environment where users can virtually travel around the world getting news and weather reports in real time.  Instead of getting up and watching the news in the morning, PlayStation users could browse their PS3s for global news 
and weather reports.  This home media center also allows users to download media content such as Blue-ray DVDs and music directly to their PS3s.


Secondly, Sony is also integrating this synergy idea with their industry leading innovation of directly delivering HD media content via an Internet connection directly to their BRAVIA LCD TVs.
  This is an industry first, being able to directly delivery media content to TVs.  By 2010, Sony would like 90% of their electronic devices to be network compatible.

The drive for innovation also appears in the company’s new organic light-emitting diode (OLED) televisions, which are just 3-mm thick!  This is considerably thinner than today’s LCD TVs.  OLED TVs use certain organic chemicals to emit their own light when an electric current is applied.  This is why OLED screens require no backlight and can produce crystal-clear images.   This technology is not exclusive to Sony, but Sony is the first to globally commercialize OLED TVs.


Sony is also entering the emerging markets of Brazil, Russia, India, and China (BRIC).  Sony has set a challenging goal of doubling revenue in these markets by 2010.  Because of the rapid growth in these markets, Goldman Sachs argues that with the combined economies of the BRIC, by 2050 the BRICs could rise above the combined economies of the current richest countries of the world.
  This represents major potential for Sony to expand in these markets.
Sony Corporation is well positioned to move forward by continuing to work on their corporate restructuring and innovation.  They are also going to continue to be open to new business process models, and developing high end technologies that are high tech and user friendly. While looking to the future CEO Howard Stringer comments.
Today we stand on a strong foundation of innovation, experience, talent, capital and desire.  We will leverage our unique competitive advantages.  We will create exciting new products and services that customers crave.  We will be leaders in existing markets as well as new, emerging markets.  We have the will to compete and succeed versus 
the competition!
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