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This thesis will examine Japanese custom-made parts manufacturers (CMPMSs). Traditionally
these subcontractors competed on the basis of price, resulting in low profit margins and making
them a financially vulnerable link in Japan’s integrated manufacturing system. Ironically, CMPMs
were a major source of innovation and value. Recent deindustrialization in Japan has forced CMPMs
seek new customers in ASEAN markets.

The objective of this thesis is to identify the source of CMPMs’ unique competitive advantages
in order to suggest a sustainable management model for CMPMs.

The primary focus of this thesis will be detailed on-site research to gather data on how CMPMs
developed their competitive advantage during an intensely competitive period in Japanese domestic
markets, and how these organizations are evolving in response to current trends.

This thesis suggests that to achieve autonomous and stable management CMPMs need to retain
in-house manufacturing facilities to maximize the capabilities of their technology and retain their
competitive advantage. This was a common feature in 90% of those CMPMs that achieved stable
management. This may be a historically-bound phenomenon, as all of these manufacturers were
founded during the period of rapid economic growth from 1955 to 1961. The sustainable
competitiveness of these companies may be strongly connected to that era’s manufacturing
philosophies.

The achievement of sustainable and stable management that maintains CMPMs unique
competitive advantages derives from path-dependent historical factors in Japanese manufacturing,
and physical factors, such as in-house manufacturing capabilities. The results of this analysis have
important implications for the first-mover advantage theory (technological leadership) and the law

of increasing returns.



