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Abstract 

 

Risk Management and Business Strategy 

of Mitsubishi Corporation 

 

Jimyung Han 

International Cooperation Major 

The Graduate School of International Studies 

Seoul National University 

 

A GTC or Sogo Shosha in Japanese is a unique business that only exists in Korea and 

Japan. Japanese GTCs used to be trading companies whose profits mainly come from 

trading commission. However, from 1990s, they transformed into investing companies. 

Among those GTCs, Mitsubishi Corporation used to be a top Japanese General Trading 

Companies (below GTCs) until 2015. However, suddenly net profit of Mitsubishi 

Corporation plummeted in March, 2016, and recorded first and worst deficit ever. 

From these facts, two interesting questions comes up. First, what made Mitsubishi 

Corporation so prosperous until 2015? Second, what made that prosperous company to 

suddenly plummet in 2016?  

 The answer for the first question can be found in the business strategy of 
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Mitsubishi Corporation. Mitsubishi Corporation has four main strategies that has been 

developing since its establishment; the diversification of business division or items, the 

diversification of functions, aggressive overseas expansion and the completion of value 

chains. Each strategy is adopted during respective periods, or in 3 different stages in 

this research. The important point is that all these strategies were made in the course of 

adaptation to the external environment. To look deeply into the backgrounds of this 

strategy development, this research deals with the whole business history of Mitsubishi 

Corporation from the very beginning. 

Despite these overwhelming strategies, Mitsubishi Corporation had constantly 

showed its weakness in risk management. This research has found out 3 different 

loopholes in the company’s risk management system. Firstly, Mitsubishi Corporation 

showed that it lacks holistic view in risk management especially during the dissolution 

period in 1945. Second, it lacked the capability to deal with non-financial risks. Thirdly 

and lastly, the company needs long term perspective in risk management. These 

loopholes must be partial, which means there is a high possibility that Mitsubishi 

Corporation need to complement its risk management system more firmly and 

thoroughly.  

 

Keyword: Japanese General Trading Company, Mitsubishi Corporation, 

Contingency Theory, Business Strategy, Risk Management 

Student ID: 2014-243 
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Ⅰ. Introduction 

 

1.  Japanese General Trading Company 

 A general trading company (below GTC) is translation of Japanese 

terminology, “Sogo Shosha (総合商社)”. Simply saying, it is a ‘trading’ company that 

deals with various items. However, recently GTCs are also executing as investing 

companies. By investing in other companies, GTCs are expanding its trading areas. 

A Japanese GTC, or Sogo-Shosha, is ‘general’ in 3 different meanings. First is 

the variety of products it produces. Second is the variety of function it performs. 

Thirdly, the variety of regions where they work (Mitsubishi Corporation, 2013:7). Most 

of the GTCs had dealt only limited products at the beginning of their business. 

However, new business departments were created and new products were added along 

with it as time goes by. As a result, just as the phrase “From noodles to the satellite” 

describes, GTCs once sold everything that can be converted into money. A few of them 

developed into conglomerates, who were closely related to Japanese government and 

serve as national companies. Mitsui and Mitsubishi were the representatives of the 

conglomerates.  

Undergoing WWI and WWII, those conglomerates earned great profits by 

procuring defense ware for Japan. However, after Japan defeated at WWII, GTCs were 

compelled to be dismissed by GHQ. This was so-called the dissolution of 

conglomerates. Nevertheless, dispersed small trading companies successfully merged 

into a few big companies and started to use their old names again. From then, Japanese 

GTCs went under the evolution by responding flexibly to the external environment. 
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Moreover, they involved more in the ‘project’ business rather than just intermediating 

trade. They obtained construction orders from abroad such as energy plants. In the 

middle of winning such contract, Japanese government’s ODA helped GTCs a lot to 

expand its business to overseas. In return, the profits made by such companies led to 

the development of Japanese economy.  

In 1975, Korean government implemented ‘General Trading Company 

Appointment System’ to open up the overseas market, modelling after the Japanese 

GTCs. During the initial introduction period, Korean government encouraged the 

participation of companies by giving tax exemption benefit on raw materials, 

permitting the induction of foreign capitals, and supporting export expense (Jo, 2016). 

As a result, 5 different trading companies were created and Samsung C&T was the first 

company that was appointed as ‘general trading company’ in Korea. In 1997, however, 

foreign exchange crisis hampered further trade and the profit of Korean trading 

companies dramatically decreased. 

Interesting thing is that although Japan and Korea suffered same from the 

crisis in 90s, Japanese GTCs are still the leading companies with high sales while most 

of Korean trading companies suffering from poor records. According to Table 1 below, 

there is over tenfold difference between the sales of Mitsubishi Corporation and 

POSCO Daewoo in 2014. When it comes to the net profit in 2014 between two 

companies, the disparity becomes clearer. Over twentyfold of net profit gap between 

trading companies in Japan and Korea. Why could have Japanese GTCs survived after 

external environment changes such as 1997 foreign exchange while Korean trading 

companies couldn’t? What was the strategy of Japanese GTCs and what are the 

differences between two countries’ trading companies? 
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In this paper, to find out the reason for such big gap between two countries, 

the researcher chose one Japanese GTC to analyze the business strategy with the 

course of time. Rather than simply comparing the current business situation of 

Japanese and Korean trading companies, this paper focused on the historical strategic 

changes of a Japanese company. This is to clarify how they react to the changing 

external environment. From the case study, it is expected to deduct the implications for 

the Korean trading companies. 

 

2.  Why Mitsubishi Corporation? 

 To choose one company and deduct the best implications from its case, certain 

standards were needed. First of all, the company should be in the first position of 

financial results for long time. The ultimate purpose of the study is to find out how the 

Japanese GTC got ‘richer’. In that sense, financial results that can be seen from 

balance sheet provides the most objective information to select the highest profit 

making company. To compare the financial information, the researcher created the 

below Table 1. However, when this research was being done, 2015 4th Quarter results 

of Japanese companies did not come out yet. Thus, for the Japanese financial results, 

the results until 3rd Quarter is reflected while Korean results fully reflect the whole year. 

For this reasons, this paper mainly compare 2013 and 2014 result. On the upper 5 cells, 

the top 5 Japanese GTC are listed. On the bottom 5 cells, Korean top 5 trading 

companies are listed to find out the gap between two countries. As a result, it was clear 

that Mitsubishi Corporation achieved the highest performance.  

 For the second standard, the company should be in immovable position. To be 
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simple, the highest ranking that is mentioned above should not be something that can 

be easily taken by other companies. The ranking must be kept for long enough period. 

In the course of literature review, it was found out that Mitsubishi Corporation have 

been keeping its highest financial performance since 1965 when Mitsubishi group 

integrated after the dissolution (Shin, 2011:147). Considering, Mitsubishi Corporation 

even break the records of Mitsui after the integration (Shin, 2011:147), it was 

unquestionable of Mitsubishi being the target of case study.  

<Table 1> 2012-16 Income Statement of Japanese Top 5 GTCs1 

(Unit: Japan–Millions of Yen) 

 2012/3 S 2013/3 I 2014/3 I 2015/3 I 2016/3 I 

Mitsubishi 

Corporation 

Sales 5,565,832 6,009,887 7,635,168 7,669,489 6,925,582 

Operating Profit 271,122 - - - - 

Net Profit 453,849 323,457 361,359 400,574 -149,395 

Mitsui&Co 

Sales 5,251,602 4,912,118 5,731,918 5,404,930 4,759,694 

Operating Profit 348,384 284,849 - - - 

Net Profit 434,497 296,623 350,093 306,490 -83,410 

Sumitomo 

Sales 3,260,995 3,016,249 3,317,406 3,762,236 4,010,808 

Operating Profit 219,857 162,481 171,750 -84,374 113,722 

Net Profit 250,669 232,451 223,064 -73,170 74,546 

Marubeni 

Sales 4,409,645 4,896,048 7,055,700 7,834,295 7,300,299 

Operating Profit 152,829 128,423 157,462 160,688 104,231 

Net Profit 154,771 130,143 210,945 105,604 62,264 

Itochu 

Sales 4,271,052 4,699,466 5,587,526 5,591,435 5,083,536 

Operating Profit 272,620 256,858 288,992 272,688 226,418 

Net Profit 300,505 258,843 245,312 300,569 240,376 

 

                                          
1 1) Japanese fiscal year is different from Korea’s. While Japanese fiscal year starts from April 1st and 

ends at March 31rd of the following year, Korean fiscal year starts from every year’s January 1st and ends 

at December 31. Thus, when it comes to the financial results of 2014, Japanese companies records from 

April 1st 2014 to March 31st 2015 while Korea records from January 1st 2014 to December 31st 2014.  

2) The table is made by the researcher based upon the data given from Nihon Keizai Shimbun (Nikkei)  
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Table 1 shows that Mitsubishi Corporation has immovable sales record for 

quite a long time. Even in in the March of 2016, the company recorded highest sales 

compared to any other GTCs even with the lowest net profit. Actually this lowest net 

profit is one of the main theme that the study is going to deal with. Even looking at the 

net profit of each company, Mitsubishi Corporation has been kept its 1st rank until 

2015. However, suddenly net profit of Mitsubishi Corporation went down to minus and 

its ranked plunged from 1st to the 5th. This gave this study a motivation to find out the 

cause of this incident.  

 Outline of Mitsubishi Corporation is same as following. Especially 

established in April 1st of 1950, it has 29 domestic offices in Japan and 192 in overseas. 

CEO of the company recently changed from Ken Kobayashi to Takehiko Kakiuchi in 

the beginning of 2016. It has 8 business divisions or groups under its company; 

business service group, global environment and infrastructure business group, 

industrial finance, logistics and infrastructure business group, energy business group, 

metals group, machinery group, chemicals group, and living essentials group. Whole 

Mitsubishi group is sharing same principle, which is so called “The Three Corporate 

Principles”. First one is, corporate responsibility to society. Mitsubishi put its first 

priority in dedication to its society and country. Such spirit can be easily found in the 

later sections of business history of this research. Secondly, integrity and fairness and 

lastly, global understanding through business. Mitsubishi Corporation has been also 

following the principles as well as other Mitsubishi affiliates.  

 

  



6 

II. Literature Review 

 

  The studies on the Japanese GTCs commonly deals with the overall 

management strategy of the big 5 GTCs - Mitsubishi, Mitsui, Sumitomo, Itochu and 

Marubeni rather than focusing on the single firm among them. This may originate from 

the lack of information that could be obtained from a company. Also, most of the 

studies commonly finds out the strategy of those GTCs throughout the business 

historical description. Most of the time, the description starts with the establishment of 

Mitsui and Mitsubishi which are the relatively oldest companies and them thread the 

stories of other GTCs together to address the developmental stages. 

  In particular, the papers which seek for implications from the business history 

of GTCs after 1950s are widely found. This seemed to be due to the rapid growth of 

GTCs after the dissolution of conglomerates (Mitsubishi Corporation was definitely 

one of the targets) by GHQ which took place in 1945 and the consolidation after then. 

In addition, it has also something to do with the pessimistic prospects or expectation on 

the need of GTCs. Starting from 1960s, the Japanese GTCs had to face the unfavorable 

prospects from people by every 10 years. However, they survived by changing their 

management strategy flexibly in regard with the external environmental changes.  

  Because of such features, several studies on the comparative analysis on 

Japanese GTCs and Korean trading companies took place to find out the implications 

from the difference. Until now, four features are considered as the major winning point 

of the Japanese GTCs. First, the diversification of products and business. Second, 

globalization. Third, the vertical integration. Fourth and the most important point: the 

diversification of business functions. However, research in risk management is 
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comparatively less done and quite less considered as the strength of Japanese GTCs. 

 

1.  The Diversification of Products and Business Divisions 

  Yano, Nariyama, and Matsunaga (Yano, Nariyama, and Matsunaga, 

1989) studied the environmental adaptability of Mitsubishi, Sumitomo and Itochu's 

business management organization. They used the number of business divisions, the 

changing range of the number of business divisions and the total sales as variables in 

their regression analysis. With the result form the regression, they examined the trends 

of those GTCs before (1960-70) and after (1972 82) the oil crises. As a result 

Mitsubishi showed the least difference in the regression line: The change in the product 

line did not change that much although the machinery sector grew a little bit when 

compared to the period before the oil crisis. However, that was simply because 

Mitsubishi started to deal majorly with the products coming from Mitsubishi 

Machinery group. Rather, the product line and the number (type) of business division 

were kept balanced to keep their 'general' characteristic.  

  From their study, Mitsubishi seemed to be comparatively less suffered from the 

heavy blow of oil crisis, although their sales growth was relieved a little. Conversely, 

they found out that management sector had been highly strengthened. Management 

sector mainly deals with the inspection and regulation part. In other words, it could be 

said that they were strengthening their risk management to adapt themselves to the 

fluctuating environment. This tendency was totally different from Itochu, which 

dramatically changed their business type and leaned highly against on the living 

industry division. 
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 Lee (1991) statistically analyzed the features of trading companies in Japan and 

Korea, based on data from the 1988 to 1985. She found out that in the case of Japanese 

GTCs, ① the more diversified the products the higher the annual export growth 

becomes. ② The more the number countries to which a GTC exports more than 1 

million US dollars, the less the gross sale profitability becomes. ③ The more the 

number of export items for over 1 million US dollars, the lower the capital ratio of a 

GTC becomes. ④ The more the number of export items, the lower the total gross 

sales of a GTC becomes. In other words, she counted on the diversity level of products, 

the number of countries a company exports, the number of items to see their 

relationship with the growth of the gross sale. She also mentioned that the growth, 

stability, profitability is all considered and balanced within the Japanese GTCs’ 

management. Such balanced management style is enhancing the function of Japanese 

GTCs. 

 On the other hand, Lee found out that there appears less relationship between the 

above variables and the growth of Korean trading companies. While slight relationship 

between the profitability and the diversification items, the number countries to export, 

the number of overseas branch exists, this was more related to the policy of Korean 

government. Korean government implemented the policy of ‘selection of general 

trading company’ in 1975, and trading companies had to fulfill the requirements to be 

selected as a national trading company. That is why there was less relationship with the 

growth and other variables. However, she still emphasized that the diversification of 

functions among Korean trading companies. Although Korean trading companies 

benchmarked the system of Japanese GTCs, their function was narrowly limited to the 

trading.  

  Lee (2015) explains the business strategy of Japanese GTCs based on the 
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Business Strategy by Porter; vertical integration, globalization, and the diversification. 

He argued that these three were the main factors that enabled Japanese to succeed. To 

explain this, he used the form of a cube and see how this cube changes from Stage 1 

(the creation of GTCs) to Stage 3 (1980s to now). In the course, the diversification of 

products or business division was the first thing achieved even during the Stage 1. Just 

like the phrase "From Ramen to the satellite", GTC dealt with every product that could 

make profit. This implies the diversification of products could be the basic element for 

trading company to succeed.  

  Ellis (2001) covers the adaptive strategy of trading companies to see how the 

business model of a trading company converts to adapt to the external changes. Ellis 

developed the existing business cycle of trading company into six types of adaptation 

model which can be appeared from Stage 1 to Step 3. The changing model was to 

survive under the fluctuating export requirements of the host environments. Even 

though the researcher did not directly mention Japanese GTCs, it is interesting that the 

researcher is pointing out the common components that always been mentioned as 

strength of Japanese GTCs: the diversification, vertical integration, functional 

diversification, and strategic investment. Through these, trading companies could adopt 

the timely adaptation strategy to meet the needs from the market. 

  In the case of Jo (2008), the study tried to show how Japanese general trading 

companies reacted to the changes in external environment throughout the 

developmental history of Japanese GTCs. Jo provided the changes within the overall 

Japanese GTCs according to industry, the products and function. Eventually, the 

Japanese GTC is a good example of a company which conducted industrial 

diversification to react flexibly to the environment. 

  In this section, the tendency of study was to find out the factor that most 
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influence the gross sales or the revenue. The factor was found out to be the number of 

business divisions, the number of products, and even the number of the overseas 

branches. The above studies commonly indicates the diversification of products and 

business was implemented to adapt to the environment. Because the demand for certain 

commodity changes over the time, Japanese GTCs had to diversify their product line 

and add more business division to supply those products. Particularly, Mitsubishi 

Corporation handled the environment change stably since they already equipped or was 

preparing the diversified items. This was possible only because Mitsubishi Corporation 

had their own firm risk management system which could have also evolved from one 

style to another. For instance, even though one business division got damaged, the 

company could flexibly fill the loss from the other business division which prospered 

that year. 

 

2.  The Diversification of Functions 

  Meng (孟 子敏) (2008) analyzed the business model of Japanese GTCs whose 

major function changed from the simple trading to investment. The paper provides the 

two track business model of the GTC. One is the business model of trading and th 

other is investment. With the evolvement of the model, the paper put emphasis on the 

enlarged risk comes from the large investment. In particular the risk management from 

the overall and cross sectional perspective became essential rather than the individual 

risk management for the business. 

Regarding the diversification of function in GTCs, Lee (1991) emphasized 

diversified functions of Japanese trading companies through comparative analysis of 

Japanese GTCs and Korean trading companies. The reason why Japanese GTCs could 
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succeed was the pursuit of commodity diversification, domestic and overseas 

expansion rather than just focusing on the foreign trade just as Korean trading 

companies used to do.  

 Shin (2013) discusses the function or role of a GTC as an overseas resources 

developer. Since lots of overseas energy and resource development was possible 

because the process was done by the close public-private cooperation, he argued that 

Korea should be also required to engage more in systematic and strategic support of 

Korean trading companies 

  As briefly summarizing the crisis of Japanese GTC by year, Sagong (KIET 

researcher) introduces how GTCs developed their new functions every time they face 

crises. Firstly, GTCs reduced (were inevitable to reduce) their function as a broker in 

trading. Instead, they enlarged the proportion of their own business. Moreover, the 

service function such as logistics, financing, organizing and risk management was 

enhanced. 

  The prior researches on the diversification of function commonly emphasized 

the new function as an investor. This was the turning point of a GTC to diversify or 

find a new outlet for profits. Interesting thing is that the new function as an investor 

could be found in the course of crisis. Because the manufacturing industries in Japan 

developed a lot in 1960s and they could export their products by themselves. GTC lost 

its standing point here and had turn their eyes on the new field. In other words, 

Japanese GTCs found their new function in the middle of find a strategy to adapt 

themselves in the changing industrial atmosphere. 
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3.  Overseas Expansions 

   Sagong noted that Japanese GTC was looking for an overseas expansion to 

obtain the production base abroad and local sales with the new ability of proceeding its 

own business. For example, the energy resource development, industrial equipment 

and import of raw materials and tripartite trade was enhanced. In this respect, Sagong 

argued that Korean trading companies must also expand exports and resource 

development at emerging markets. 

  Similarly, the research done by Lee (2015) showed the achievement of work 

place diversification by GTCs through overseas branches installations, M&A of 

overseas companies. Especially, from the stage 2, Japanese GTCs was legally allowed 

to install overseas broad. At the same time, with the rapid growth of Japanese economy, 

vigorous expansion of Japanese GTCs took place. This supported the revival of the 

Japanese economy in that the overseas expansion was done under the private-public 

cooperation. Active overseas expansion is highly associated with this overseas resource 

development, which also influenced the establishment of the value chain. 

 

4.  Value Chain 

 

 Lee (2015) explained the formation of value chain that is connected vertically via 

subsidiary companies. He used the case study of Kanematsu and Itochu to explain the 

need of value chain. The formation of value chian means is important in that GTCs 

have become not only able to trade finished products but they could also participate in 

the stage of the planning and designing products. 

  In the "The Sogo Shosha - Insider's Perspective" published by the Marubeni 
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Research Institute presents the value chain as a new business model for GTCs. The 

paper explained how the vertical integration works in the crude oil business and ICT 

supply chain with the diagram. Eventually, GTCs could diversify their earnings in the 

process of vertical integration because it integrates from upstream to downstream, 

strengthening the power of GTCs in the production and transportation of commodities. 

  Koo and Oh (2012) studied on the logistic role of the Japanese general trading 

company in the energy business division. In particular, Japanese GTCs dramatically 

developed with the vigorous investment expansion in energy resource projects. 

Because energy resource project needs to be managed from the production to the 

transportation, it implied the important role of establishing international logistics in 

expanding further business. 

  Rhee and Kim (2009) has highlighted the commercialization of its own logistics 

division as part of the new business of in Japanese GTCs corresponding to the decline 

debate of GTCs. 

 

5.  Risk Management 

  Interestingly, for the study of risk management, not many research has been 

done quite seriously. Even though every studies dealing with the above four features 

commonly add the comment that the importance of risk management, there is not much 

studied on the risk management as a business strategy of GTCs. 

  For instance, Shin (2013) implied the need of establishing internal system for 

the risk management and maximization of business efficiency because the resource 

development in the foreign countries includes variety of risks. 

  T. Shao and Herbig (1993) argued that the GTCs have to be well prepared 
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against the inevitable risks such as international trade, trade fluctuation, and exchange 

rate. This is because GTCs are dealing with a number of commodities and have 

economies of scale, which is so feeble to the above risks. However, interestingly, they 

also argued at the same time that trading companies tend to thrive when there is 

rampant change outside. Rather, static situation allow other trading companies to catch 

up the leading ones. In other words, the adaptation capability has become the strength 

of the existing GTCs. 

  Jung and Song (2008) did case study on the trading company's risk management. 

The research introduced the original risk management system of a Korean trading 

company, A, which was invented by benchmarking the risk management system of the 

Sumitomo. The study also talks about the need for risk management in the trading 

companies. 

  While it is obvious that the leading GTCs are good at adapting themselves to 

the external environment, to look into what actually makes them react flexibly, the 

study on the risk management of a Japanese GTC must be done. Further, to examine 

the sustainability of a GTC, the long term business strategy announced by each firm 

should be diagnosed whether it is fully including the risk management. 

 

6.  Tendency of Prior Research and Lacking Part 

In prior research, it is commonly found that the whole business strategies 

were intended to adapt the company to external circumstances. However, there are few 

things lacking in the study of GTCs. Firstly, not many research is solely done for one 

company. Most of the studies encompasses the features of big 5 GTCs. Even the 

history part is all mixed up that it needs to be arranged for only a company to see 
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whether it actually followed the stage of development or fulfill the elements for 

success suggested in the prior research. For instance, while Mitsui & Co outstands 

Mitsubishi before 1950s, there is not much strategic explanation on how Mitsubishi 

became number 1 among GTCs. To find out the reason, the sole business history 

research on Mitsubishi Corporation is essential. Secondly, there is a few paper which 

actually display the business model of a company in diagram form. Most studies just 

scatter the founding of Japanese GTCs and made less effort to make it in a visual way 

to simplify the strategy.  
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III. Research Design 

 

 1.  Research Question 

The purpose of this study is to find out the relationship among the external 

environment, business strategy and risk management. This study mainly deals with the 

following two questions. First, are the four components mentioned previously in the 

literature review (①Diversification of products/business division ②Diversification of 

Functions ③Oversea Expansion ④Vertical Integration) the only strategies taken by 

Mitsubishi Corporation to adapt to the fluctuating environment? The research 

anticipates to find out how the corporate strategy changes according to the changing 

external environment throughout its business history. By taking a deep look into the 

whole business history, the researcher tried to find out whether there is any other 

peculiar strategies rather than the above four.  

Secondly, is there any loophole or defect in the business management of 

Mitsubishi Corporation? Recent pullback from number 1 company to number 5 means 

there is some kind of problem in the company. The research doubts that the weak risk 

management of the company could have influenced the recent decline. Looking into 

the history and the development of its risk management system, this can be clarified.  

 

2.  Contingency Theory 

 Basic logic of the strategic contingency theory is that the company strategies 

would achieve high performance only when the strategy ‘fit’s the situations of the 
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company (Miles & Snow, 1978; Hofer & Schendel, 1978; Porter, 1980; Hambrick, 

1983a). Similar to structural situation theory, the company strategy should be changed 

depending on the situation which the industry faces. In other words, the environment 

affects the strategy of the organization and the organization can achieve high 

performance only when the strategy is consistent with the environment or situation 

where the organizations is located or is facing (추승엽, 유정민, 임승준 2009 p.103). 

 Miller & Firesen (1983) explained the contingency theory by suggesting that 

the business strategy changes depending on the uncertainty of the environment 

perceived by the corporate decision-makers. Moreover, the performance of one 

company may vary depending on the availability of strategies that is more suitable to 

the external environment (Miller & Firesen 1983). Miller (1988,1991) measured the 

‘fit’ness of business strategy on the basis of relationship between the environment and 

the strategy. In other words, since the type of the most suitable strategies varies upon 

occasions because of the uncertainty of the environment, marketing differentiation or 

differentiated innovation strategy would be the most suitable under the quicksilver 

environment that is difficult to predict cost leadership strategy would be the one under 

the stable environment. (추승엽, 유정민, 임승준 2009:103) 

 For the types of management strategy, there are operation division strategy 

(competitive strategy 사업부 전략, 경쟁전략) that deals with individual business 

division strategy and corporate strategy which deals with the whole company-wide 

scope (Porter, 1991). Corporate strategy are again subdivided into diversification 

strategy, global strategy of geographic range setting, and the vertical integration 

strategy which sets the range of the value chain model (Lee, 2015:6).  

 Contingency theory is about adaptation. According to Yujiro Nakano, the 
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professor of School of Commerce at Hitotsubashi University in Japan, the organization 

can produce high performance when its organizational structure is adaptive to the 

external environment, internal strategy, technology, and its size. The early stage of the 

contingency theory proposed by Tom Burns and G.M Stalker claimed that “uncertainty 

of environment defined the organizational structure” (Yujiro 2008: 1). The definition of 

environment here can be divided into three major contextual variables according to 

Yujiro. First, ordinary and broad meaning of environment such as political, economic, 

cultural, and social environment. Second, the task structure such as product market 

which directly influences the decision making process of an organization. Finally, the 

relationship environment with other organization under certain business boundaries 

such as relationship between a business and a resource supplier (Yujiro 2008: 1).  

   The context mentioned above indicates the element of resources that influences 

internal organization by interfering between the internal organization (the structure of 

organization, individual properties, and organizational process) and the environment. 

More specifically, the context includes a goal of an organization, strategy, scale, and 

technology, which are the elements of resources created in the course of interaction 

between an organization and environment (Yujiro 2008: 1). 

  The structure of organization within an internal organization has stable pattern 

based upon division of labor within the organization and power relations. It also 

includes the broad organization management system and psychological environment 

which all members of an organization recognize. Personal attribute is about individual 

property such as desire, motivation, values and personality. Organizational process is 

about an interaction and activity of a member of an organization such as leadership, 

decision making process, power relations, conflict resolution. Moreover, organizational 
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process is a concessive activity which dynamically connects individuals, groups, 

organizations, and environment (Yujiro 2008: 1).  

  The core idea of contingency theory is that the structure of a high-performing 

organization fits uncertain environment. Conversely, it means that misfits between an 

organizational structure and its environmental uncertainty lead to low performance of a 

company. Thus organizational structure needs to be organic and flexible enough to 

transform in accordance with the outer context which is unpredictable and capricious. 

At the same time, the organization need to be rather mechanistic under the stable 

environment (Burns & Stalker, 1961). 

  To sum up, contingency theory consistently claims that the survival of 

organization is dependent upon the adaptability skill of it to the external or internal 

changes. While the essence of the theory itself sounds quite obvious, its importance is 

in finding out WHICH external or internal factors HOW influence an organization. 

Moreover, it is important in that it shows HOW an organization should react or change 

itself to the new environment.  

 

3.  Contingency Theory and Strategy  

 Then, why is this theory important for a company’s strategy? It is important 

because a company can achieve high performance when its strategy ‘fits’ the overall 

context or situation where it is placed. As repeatedly mentioned in the chapter 3.2, the 

organization can produce high performance when its organizational structure is 

adaptive to the external environment, internal strategy, technology and its size (Burns 

and Stalker 1961; Yujiro 2008). Thus a company’s strategy can be flexibly changed to 

find the most ‘fit’ting one for itself. In the same context, the contingency theory 

concludes that there is not a single best way to manage a company since each company 
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is settled in the different environments and context (Fiedler 1964; Lawrence and 

Lorsch 1967; Luthans 1976). Highest performance, therefore, could be achieved when 

the strategy fit the environment and fit the company competence and this is so-called 

strategic contingency theory (Choo, Yu, and Limb 2009:119). Here the environment 

equals to the external environment and the company competence equals to the internal 

capability. 

 

4.  Contingency Theory and Risk Management 

 This study will limit the risk to the business field and define it as the any 

tangible and intangible threat that leads to a financial loss. For example, sales decrease, 

foreign exchange shock, or even the sudden death of CEO can extremely influence the 

value of the company. Every department within a company is facing its own risks. In 

other words, the more departments and business division a company has, the more 

variety of risks the company will face. Because of the diversity of risks and its features, 

categorization of risk often differs by one scholar to another. For instance, Kaplan and 

Mikes have also designed their own category of risks. Therefore, this research tries to 

define the risks autonomously considering each occasions. 

 Adopting Risk Management that is believed to be “applicable to all 

organizations” and “all types of risk” discourages companies to create risk 

management processes that fit their particular circumstance and, therefore, brings about 

a major risk into risk management. In other words, the effectiveness of risk 

management depends on the people who identify, analyze, and act on risk information. 

Thus, if companies with different organizational and cultural context follow same 

ERM framework will lead those companies to all different results (Kaplan and Mikes 
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2013-14:4). 

Because every company faces different risks internally (organizational 

structure, organization culture, industrial features, capacity of a company) and 

externally (velocity of risk evolution, changing business regulations and law, reputation, 

social changes) -sometimes even within a same industrial sector-, there cannot be a 

uniform risk management. Every company should create a risk management that fits 

their own business context.  

 

5.  Risk Management and Strategy 

<Figure 1> Relationship between Risk Management and Strategy 

 

 

  Figure 1 well explains the relationship between the business strategy and risk 
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management. Moreover, it explains why both are important for the company. First, the 

ultimate goal of an enterprise is to create an enterprise value. The value of enterprise 

can be created by two pillars; pursuit of growth/profitability and minimization of risk. 

Business strategy is responsible for the former and the Risk Management for the latter. 

More specifically, Risk Management minimizes the profit volatility or minimize the 

uncertainty to secure stable profit. To create enterprise value or sustain business, risk 

management as well as business strategy is important at the same time. 

 

6.  Research Model 

 In the previous research done by Hyung-oh Lee (2015), the developmental 

stage of Japanese GTC is divided into three stages. Especially in the first stage, Lee set 

1976 as the starting point of the stage because it is the year Mitsui Bussan was 

established. However, since this study tries to analyze the adaptive strategy of 

Mitsubishi Corporation, the periodization will be readjusted in accordance with the 

development history of Mitsubishi. Throughout the overall business history, Lee filled 

up the cube with color to show how and what Japanese GTC could have achieved so 

far.  

 In this paper, by utilizing the cube shape - vertical integration, business 

division, and globalization- presented in Lee’s research, the case of Mitsubishi 

Corporation will be applied into the cube model. Instead of using vague name for the 

business division such as “산업1”, “산업2” as shown in below Figure 2, this study will 

specify the in the business division of Mitsubishi. For example, the exact name of 

business division of present Mitsubishi Corporation such as ‘Finance & Infrastructure, 

Energy Business, Metals, Machinery, Chemicals, Living Industry Group’ will be 
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written (Refer to Figure 8). This is to see that from what sort of business have 

Mitsubishi accomplished the present business type. From the changing forms and size 

of the cub throughout the time, this study tried to focus on two things: Why the cube is 

changing and which side of the cube is expanded for what reason.  

<Figure 2> Research Model Suggested by Lee (Lee, 2015:6) 

 

  The cube suggested by Lee premises that three columns - vertical integration, 

variety of business division, and globalization- are the index of a successful general 

trading company. However, the researcher found out that Korean trading companies 

have been expanding their business model after such three columns but the outcome 

was still poor. In other words, the outcome of Korean trading companies suggested the 

counterevidence that the model itself is not the index for success. The cube could be 

the just simplified shape that shows the current status of Japanese GTC or is missing 

some factors that have been influencing the sales and net income of Japanese GTC. 
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<Figure 3> the Corporate Strategy of the First and Second Stage (Left) and Third Stage 

(Right) (Lee 2015:19-20) 

 

 

  Thus, this paper made a novel try to show the development of cube shape 

throughout the stage. Especially, because the previous research lack the objective 

index of globalization, this study tried to suggest sub-developmental stage of 

globalization. Import•export will be understood as the most basic level of 

globalization, establishment of overseas branches as second, M&A/ investment as 

the higher level.  

 

7.  Hypothesis 

 H1: Environment → Business Strategy (Change in Functions, 

products/business division, vertical integration, oversea expansion) → 

Performance↑ 

The study tries to figure out whether environment influences business strategy and 

performance. Business strategy that flexibly changes according to the external changes 

will result in better performance of a company. Business strategy includes functions, 
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variation of products or items, the diversification of business division, vertical 

integration which appears in the form of value chain, and lastly overseas expansion. 

This was often dealt in the other prior researches, but the study tries to find out whether 

this formula can be adapted in the GTC area. 

 H2: Environment → Risk Management ↑ → Performance ↑ 

Second hypothesis suggest that Risk Management that also changes in accordance 

with the environment will result in higher performance. Easily changing environment 

means higher risks. Since the type or risks is different according to the business field, 

that means much more flexible risk management is needed. More flexible and more 

fitting the risk management become, the less loss will be there. In turn, the less loss 

means higher profit and performance of a company. 
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IV. The Development of Mitsubishi Corporations and its 

Business Adaptive Strategy 

 

1.  Stage 1 (1870-1945) 

<Figure 4> The Establishment and Development of Mitsubishi Corporation 

(Mitsubishi Corporation, 2013:25) 

 

The starting point of Stage 1 is 1870 because it was the year when Tsukumo 

Shōkai(九十九商會), the origin of Mitsubishi Group, was founded. Also to see how 

Mitsubishi had diversified its business, it is the best to see the period from the first 

president (Iwasaki Yatarō) to the fourth president which is the period that Mitsubishi 

conglomerate was created. Moreover, the reason why the ending point of the stage 1 is 

set to be 1945 is because it was just a year before its dissolution. In 1946, GHQ 

directed Mitsubishi conglomerate to be disbanded after the Japan’s defeat in WWII. 



27 

1-1.  The creation of the Mitsubishi (Conglomerate) Company  

Iwasaki Yatarō was the founder and first CEO (1873-1885) of Tsukumō 

Shōkai. Iwasaki Yatarō lay the groundwork for Mtisubishi Conglomerates by starting 

from maritime transport services in the initial stage and expanded to the mining 

industry and mine management (Shin, 2011:136). Originally Tsukumo Shōkai was a 

half-public and half-private store where the management right is given to the 

government official then (Shin, 2011:136). In the initial stage of the business, shipping 

was the main business. However, Tsukumō Shōkai earned the opportunity to be 

concerned to government business by supporting Okuma Shigenobu. 54 people sailed 

to Taiwan and killed there and Okuma Shigenobu asked Iwasaki Yatarō for 13 lending 

ships to pay off the incident (Mitsubishi Corporation, 2013:7). In 1871, the Shōkai was 

converted into private business of Iwasaki Yatarō and changed its name into 

Matsukawa Shōkai 1872 and changed again into Mitsubishi Shōka in 1873 (Shin, 

2011:136, Miyamoto Shunji 101). In 1875, it developed into Mitsubishi Mail Steamer 

(steamship) company by absorbing the Japan Mail Steamship Company. From then, 

Mitsubishi started to absorb from government enterprises to private enterprise and 

expanded its business products to coal, mining, and shipbuilding. In the second 

generation (1885-1893), Iwasaki Yanosuke(岩崎弥之助) established Mitsubishi (社) in 

1886 by continuously expanding its business division into coal mining industry, mining, 

shipbuilding and etc. 

Iwasaki Hiyasa (岩崎久弥), the third president of Mitsubishi (1893-1916), 

separated the management by its business division. Five different business division was 

created: shipbuilding division, sales division, mining division, banking division, estate 

(地所) division (Mitsubishi Corporation, 2013). At the initial stage, Mitsubishi 
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conglomerate was not involved in trading because their main business was mining and 

shipping. Mitsubishi Joint Venture(三菱合資会社) seek for the diversification of 

business and the expansion of business management. The coal sales department was 

separated into a coal and this was the direct starting point of Mitsubishi Corporation 

(Shin, 2011:136). The initial activities of the Mitsubishi was known to have been 

mainly focused on trade in certain goods, such as coal and copper (Shin, 2011:137). 

From then, robust export took place. Mitsubishi Corporation mined coal from 

Chikuho mine and exported it to Shanghai, Hong Kong, Hankou, and Singapore. This 

has something to do with the postwar period. Japan revived its light industry and heavy 

industry by receiving compensation after winning the Sino-Japanese War in 1894 and 

Russo-Japanese War in 1904 (Shin, 2011:138). In other words, with plenty of capital 

and powerful international position among Asian countries then, Japan was given the 

opportunity to revive domestically and advance into the Asian market. As the domestic 

industry gradually developed, Mitsubishi preferentially provided the coal to domestic 

Railroad department, Osaka Gas, Yahata Steel Works, and Nihon Post Ship. It seems 

that the company started to also deal with the living industry products. Mitsubishi 

Paper was also exported to Shanghai and exported the products of Asahi Glass to 

Shanghai, Hankou, Beijing, Taipei, and Singapore. Kirin beer and liquor products were 

exported to Hankou, Malaysia and Indonesia. After than Mitsubishi successfully 

exported Chinese Tung oil, pepper to American and European Market. However, the 

company failed to export cotton and silk (Shin, 2011:137).  

Mitsubishi Joint Venture, which was the formerly Mitsubishi Corporation, 

initially established a business relationship with Mitsubishi subsidiaries and handle the 

diverse product of them. From then, it started to walk the path of ‘general’ lization 
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(Shin, 2011:137, Yamasaki 169). 

 

1-2.  Being “General” Trading Company after WWI 

 While light industry and heavy industry prospered during Iwasaki Hisaya’s 

term of office, heavy chemical industry of Japanese economy was raised a lot 

throughout the World War I period (1914-1918) (Shin, 2011:137-38). This supported 

the globalization of Mitsubishi Corporation. Moreover, the external business 

environment for trading company became even more favorable to domestic trading 

company during the WWI period. It was the boom of Japanese general trading 

company. The main reason for this was the retreat of foreign trade company which had 

been dominating in Japanese trading market until the end of Meiji Era. Specifically, in 

the middle of WWI, German trade companies were tremendously damaged retreated 

(Omori, Oshima, and Kiyama, 2013:102). Thanks to the evacuation of the existing 

foreign traders, the business advance of Japanese trading companies – or so called “the 

boom of Japanese general trading company”- was continued. 

 Iwasaki Koyata (岩崎小彌太) took charge of the fourth president (1916-1945) 

of the Mitsubishi and later the company became Mitsubishi Conglomerate (Zaibatsu). 

In this period, Mitsubishi Conglomerate became to have independent affiliates under 

them. Those were shipbuilding corporation, trading corporation, mining corporation 

and banking corporation. According to the Figure 3, it can be seen that the each 

business division of the third president period separates and becomes the independent 

affiliate under one name, Mitsubishi Conglomerate. In 1918, sales department of the 

Mitsubishi separated and became independent “Mitsubishi Corporation” with the 
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capital of 15 million yen (Shin, 2011:138). Mitsubishi Corporation as a contemporary 

concept was established then. What it means by contemporary concept is that 

Mitsubishi Corporation as a ‘General Trading Company’ rather than meaning the 

whole Mitsubishi Conglomerate group itself.  

The number of employees of Mitsubishi Corporation then was 9,000 and had 

9 overseas branches, 18 offices, and did their best to expand import and export and 

tripartite trade (Shin, 2011:138). More specifically, by opening London branch in 1915, 

the company expanded its network to New York, China and South East Asia (Shin, 

2011:138). This made easier for Japan to be supplied goods needed while WWI.   

Moreover, Mitsubishi Corporation achieved its ‘general’ property by dealing 

products from metallic minerals and machinery to agricultural products, edible oil and 

fat, fertilizer, fishery products, fiber, chemicals, miscellaneous and other variety of 

products (Shin, 2011:138). This seemed to be the starting point that the Japanese 

general trading companies dealt with anything that can make money. The role of 

Mitsubishi Corporation in this period was taking charge of sales of whole Mitsubishi 

Conglomerate. It mainly focused on trading raw materials and products of mining and 

shipbuilding industries domestically and internationally (Mitsubishi Corporation, 

2013:9).  

Mitsubishi Corporation expanded its business scale under the particular 

situation: the broke out of WWI and the Manchurian Incident. For instance, the 

demand for steel skyrocketed globally right after WWI broke out. Mitsubishi 

Corporation set up the steel mill in Gyum Yi Po (兼二浦) of Chosun Dynasty and 

aimed the business expansion (Shin, 2011:139). However, in the same period, Suzuki 

Shōten went broke in 1927 because of the world-wide financial crisis. Mitsubishi 
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Corporation and Mitsui & Co. took over the exclusive sale rights and affiliates of 

Suzuki Shōten. In other words, the bankruptcy of Suzuki Shōten provided an 

opportunity of building exclusive system for Mitsubishi Corporation and Mitsui & Co. 

Meanwhile, those two companies also sought for business diversification, by securing 

the import selling rights of Chilean nitric acid and Hawaiian sugar and also by starting 

exportation of agricultural products. However, Mitsui & Co. held a lead in every item 

of import and export compared to the Mitsubishi Corporation. This was because 

Mitsubishi was having hard time establishing its business diversion strategy and 

building risk management organization within the company in the middle of Meiji Era, 

while Mitsui was already developing its industry as an organizer of the textile industry 

(Shin, 2011:139). Now it seems obvious that Mitsubishi achieved its business 

diversification at the early beginning.  

From 1930, Mitsubishi Corporation enlarged its business scale by expanding 

trade of steel products, American copper, agricultural products (rice, wheat), oil and fat 

(油脂), fertilizer, and general merchandise (Lee, 2015:11). Nonetheless, in this period 

Mitsubishi Corporation was not so aggressive in the business investment when 

compared to Mitsui. Mitsubishi participated in earning capital of Mitsubishi Petroleum 

and Mitsubishi Chemicals. But the participation was not the result of independent 

decision making of Mitsubishi Corporation. Rather the decision making was done by 

the whole Mitsubishi Conglomerate group itself (Lee, 2015:11). In other words, 

Mitsubishi Corporation was only taking charge of the trading business within the group 

and it was restricted by the Mitsubishi Joint Venture when regard to business 

investment. Thus, function of Mitsubishi Corporation was highly limited to trading 

during this period.  
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  From 1937 to 1945 when the Sino-Japanese War and the Pacific War took 

place in turn, the 4 Conglomerates –Mitsui, Mitsubishi, Sumitomo, and Yasuda – 

dramatically developed their business. Especially, Mitsubishi Corporation grew based 

upon the munition industry mainly during the Sino-Japanese War. Mitsubishi Join 

Venture, which was the headquarter of the Mitsubishi Conglomerate, carried out a 

reshuffle by Iwasaki Koyata in 1937 and was reorganized as a Kabushiki Gaisha 

Mitsubishi Sha (株式会社三菱社)2. Before long, the name changed again into 

Mitsubishi Headquarter in 1943 and tightened its control over affiliates and the whole 

business activity by changing articles of association. Meanwhile, Mitsubishi 

Corporation expanded its business by separating the shipbuilding department in 1943 

and establishing (changing) it into Mitsubishi Steamship Company. Especially, it could 

expand the business scale by cooperating with Japanese government and army. It took 

charge of procurement and transportation of war supplies and other tasks need under 

WWII. It progressed business development in the occupied territories; trading rice in 

Thailand, cutting down lumber and processing them in Myanmar, Malaysia and Papua 

New Guinea and etc. (Shin, 2011:141). Taking orders of such military supplies and 

business development in occupied territories made Mitsubishi Corporation a good 

target for dissolution after WWII.  

   

                                          
2 When the name“株式会社三菱社” is translated into English, it is more closer to “Mitsubishi 

Corporation”. However, that name is now used for the Mitsubishi GTC, rather than the 

representative name of Mitsubishi Group itself. Moreover, it was even inappropriate to translate 

as “Mitsubishi Group”, since it was the official name for the consolidated Mitsubishi affiliates 

after its dissolution by GHQ in 1945. To avoid confusion, the researcher used Japanese 

pronunciation instead. 
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1-3. Analysis on Stage 1 

<Figure 5> The Development of “Mitsubishi Headquarter” during 1870 – 1945 (Drawn 

by the researcher) 
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To make the long story short, Mitsubishi Corporation started off as a sales 

department of Mitsubishi Joint Venture. For better understanding, figure 5 shows how 

the whole Mitsubishi developed throughout the stage 1. Its main function was trading 

the unprocessed resources and products produced by the most of the primary industries. 

Here, the concessive wars (Two Sino-Japanese Wars respectively in 1894 and 1937, 

Russo-Japanese War, WWI and WWII) provided highly favorable environment for 

Mitsubishi Corporation to develop and expand its business. Since Mitsubishi 

Corporation started its business as a distribution industry and mining industry, it had 

advantage in working with the then Japan which was ambitious. Japanese government 

must have been the biggest customer during several wars. High demand for the war 

supplies enabled the company to earn great deal of money easily. The great deal of 

money could be used for reinvestment and expansion of new business.  

Naturally, the Mitsubishi Joint Stock Company were able to have more 

variety of business divisions to fulfill the skyrocketing need. Mitsubishi Corporation 

was able to achieve one ‘general’ characteristic; variety of products they produce. 

Moreover, with the Japan’s oversea dispatch of troops enabled Mitsubishi Corporation 

to advance also into the oversea markets. This is another achievement of ‘general’ 

characteristic; variety of places where they work. 

From stage 1 or the initial stage of Mitsubishi, Iwasaki family was 

aggressively expanding its business division (department) and managing from 

production of resource to distribution. However, this does not necessarily mean that the 

vertical integration was achieved then. Rather, it was simply about resource 

development only when it comes to mining and distributing products from overall 

business divisions. Even Products were highly limited to the labor-intensive types as 
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can be seen from Shipbuilding and Mining. Starting from those two, the Mitsubishi 

Company also started trading with other countries as Japan advanced to the world. In 

this period, the function of Mitsubishi Corporation highly limited to ‘trading’ or 

commission trade. In other words, its main profit was coming from intermediate trade. 

It should be seen carefully, since the corporate name ‘Mitsubishi Corporation’ 

is only established after the Second Sino-Japan War and WWII. Before then, it was just 

a sales department which mainly dealt with the overall trading business. With the 

development of Mitsubishi Joint Stock Company, the sales department became 

independent as Mitsubishi Corporation. Therefore, when analyzing Mitsubishi 

Corporation’s business strategy, only the business history after its independent 

establishment has to be considered. 

Then let’s analyze the business strategy that can be seen from Figure 5 or the 

‘cube’ mentioned from the prior research. The size change of the cube will provide 

visual understanding of the company development. At the same time the change itself 

means company is altering itself according to the environment change, as contingency 

theory says. Let’s see what kind of strategic achievement was done in stage 1. 

First, in this stage, business diversification was actively being done with the 

development of the Mitsubishi Conglomerate. Mitsubishi Conglomerate underwent the 

rapid growth with close relationship to the Japanese government during war times. 

Shipping, mining, banking, and real estate business prospered within the company then. 

Mitsubishi Corporation dealt various items such as steel products, American copper, 

agricultural products (rice, wheat), oil and fat (油脂), fertilizer, and general 

merchandise which were dealt within the company and conglomerate. Through such 

business, Mitsubishi conglomerate procured and provided with every resource that 
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Japan needed in the war times. This has something to do with one of “The three 

corporate principles”, corporate responsibility to society. The establisher put great 

importance in the dedication to the country and actively and somewhat unconditionally 

supported the country. Or in the other hand, Mitsubishi Corporation could have 

concluded that supporting their country would bring more profits to their company. 

Thanks to this, as soon as Mitsubishi Corporation was established, it earned a lot of 

money by taking charge of procurement and transportation of war supplies. Mitsubishi 

Corporation procured foreign resources from their own colonies.  

Second, oversea expansion was also active in this stage. As mentioned above, 

the further Japan advanced in the world, the more foreign markets Mitsubishi 

Corporation could have. Starting from colonies such as China, Taiwan, Mitsubishi 

Corporation even advanced toward Singapore, Europe and even United States. As 

business became diversified, Mitsubishi Corporation naturally dealt with various 

products. In other words, tripartite trade was already being done from here. Therefore, 

it seems like that the company was able to trade Asia’s exotic products with the 

western countries. While in the beginning, oversea expansion was merely doing import 

and export. However, after undergoing several wars, Mitsubishi became powerful 

enough to establish its overseas branches and also started tripartite trade.  

Thirdly, vertical integration of Mitsubishi Corporation was barely done in this 

stage. Vertical integration is that company getting involved in the whole process of 

production. Most of the time Mitsubishi Corporation sold raw materials or already 

completed products. While mining department of Mitsubishi Joint Stock Company 

possessed the coal mine but it still did not produced value-added products out of it. 

Neither the company invested in other companies in the value chains. Therefore, their 
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products was limited to the complete products. Following analysis on the function of 

the company may explain better why it is so. 

Fourth, the function of Mitsubishi Corporation was very limited to trading 

only. Rather than Mitsubishi Corporation getting involved in production of items, the 

company only took charge of selling their affiliates’ products and importing the raw 

materials their affiliates needed. The purpose of Mitsubishi Corporation was only to 

specialize in sales or trade. Because the Mitsubishi was expanding its business size 

rapidly, they had specialized business division that can manage the whole import and 

export tasks. Only with those works, Mitsubishi Corporation made enough profit out it 

and felt no necessity to expand its function. 

Business strategy and the role of the company became highly specialized and 

specific in this stage. The Mitsubishi and the following presidents of the whole group 

has been altering the structure and strategy of the company in accordance with the 

external change. Here, the external change was the political strategy of Japan. Because 

the strategy fit the then context, Mitsubishi Conglomerate and Mitsubishi Corporation 

was able to achieve the high performance. However, because Mitsubishi Corporation 

was so obsessed with their main partner, the Japanese government, the company failed 

in its risk Management. 

The location and business was highly dependent on demand from the 

Japanese government. Too collusive links with the Japanese government during war 

times made Mitsubishi Corporation become the target of dissolution after WWII. While 

Mitsubishi Corporation cared a lot of several business individually to expand the 

diversity of the products and the location. Thus, the risk must have been considered 

individually according to the type of products. However, the company failed to see risk 
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from holistic view. For example, when Mitsubishi Joint Stock Company was producing 

and selling coal, they only thought about how to and where to sell more coal. They 

failed to see the source of whole company’s profit is highly independent on one main 

customer. Because Mitsubishi Corporation only focused on the risk of each business 

unit rather than holistic view, the company did not recognize or expect the sum of risk 

they have. Because they did not recognize the total amount of risk they have, 

Mitsubishi Corporation was not ready to deal with the dissolution order from GHQ. As 

a result, all war criminal companies including Mitsubishi Conglomerate got dismantled 

and took some time to reconstruct. In other words, Mitsubishi Corporation’s failure in 

risk management led the company to be struck with a big blow. From stage 1, it can be 

told that the risk management of a company should be considered from the perspective 

of both each business unit and holistic view.   

 

2.  Stage 2 (1946-1979) 

<Figure 6> Evolution of Functions of Mitsubishi Corporation (Mitsubishi Corporation, 

2013:28) 
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Period setting of stage 2 is highly related to the rapid growth period. Figure 6 

clearly shows the difference between 1950-70s and 1980-90s. 1950s was the period of 

postwar revival. Just as Japanese government did in the war period of stage 1, they 

needed the supplier of resources needed for industrialized economy. Japan’s defeat in 

the Pacific War or WWII and the dissolution of conglomerates in 1946 fundamentally 

changed the GTC field. GHQ implemented ‘the Three Reformation’ policy: 

Dissolution of conglomerates, reformation of labor, reformation of farmland. 

Mitsubishi Conglomerates including Mitsubishi Corporation became the target of 

dissolution by one of the policies. Jumping on the bandwagon of dissolution of two 

main conglomerates – Mitsubishi and Mitsui-, Kansai trading companies which used to 

specialize in textile industry transformed into GTCs (Shin, 2011:149). In spite of that, 

Mitsubishi Corporation revived by consolidating three different companies in July, 

1954, which was 5 years earlier than its rival, Mitsui & Co. This served as a 

momentum for Mitsubishi to lead the GTC field (Shin, 2011:151). After then, Japanese 

economy went through the rapid growth during 1960s. However, world-wide oil shock 

broke out in 1970s and it also gave an end to the rapid growth of Japanese economic 

growth. In this stage, the study tries to find out what kind of strategy Mitsubishi 

Corporation adopted to struggle for the 1st position while the market entry barrier got 

lowered and competition among GTCs became harsh. Since the process of dissolution 

is less relevant to the competition strategy, stage 2 will mainly deal with the adaptive 

strategy of Mitsubishi Corporation against cataclysmic external environment after its 

consolidation. 
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2-1.  Consolidation of Mitsubishi Corporation after the Dissolution of 

Conglomerates 

 After Japan defeated in WWII, Mitsubishi Headquarter inaugurated 

‘Countermeasure Research Committee Regarding the Issue of Dissolution of 

Conglomerates (財閥解体問題に関する対策研究委員会)’ to counteract against the 

forceful dissolution of conglomerate General Headquarters (GHQ). However, 

Mitsubishi Corporation forced to be dissolved in November, 1947 (Shin, 2011:145). 

However, the occupation policy against Japan by GHQ also went through the change 

due to Korean War in 1950 and the Treaty of San Francisco in 1951 (Shin, 2011:146). 

As the ban on the usage of conglomerate name was abolished in May, 1952, Mitsubishi 

Corporation revived in August of the same year (Shin, 2011:146). In particular, Korean 

War provided Mitsubishi Corporation an opportunity of development by expansion of 

import and export. Afterwards Mitsubishi consolidated three trading companies - Fuji 

Shosha, Tokyo Boeki, Tozai Kyoeki- and became GTC with multifunction, which 

positioned itself as the 1st in trade scale in 1955 (Shin, 2011:147). Mitsubishi 

Corporation do have the strength in the grasping the change of external policies and 

know how to make it favorable to itself. It took advantage of the cataclysmic policies 

by GHQ and took the chance of consolidation as soon as it was allowed to do so. 

Mitsubishi Corporation achieved the consolidation 5 years earlier than Mitsui & Co. 

and this made them favorable in the future competitive composition (Shin, 2011:147). 

Mitsubishi Corporation and Mitsui & Co. has been competing for No. 1 from March, 

1961 to March, 1965, however, Mitsubishi kept its first position absolutely in the field 

from March, 1965 to March, 2015. 
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2-2.  The Postwar Revival and Rapid Growth Period in 1950s 

In 1950s, Japan was going through reconstruction, re-industrialization and 

rapid growth. Because of this, the Japanese economy was suffering from serious 

shortage of energy resources, raw materials and foreign currency. The traditional roles 

of the general trading companies in this period was mainly wholesalers, brokerage, and 

trading. 

The industrial structure under rapid economic growth features in heavy and 

chemical industrialization. The most important thing in switching an industrial 

structure from the primary industry to the secondary industry was to obtaining the 

necessary resources cheaply. Mitsubishi and Mitsui highly focused on iron mining 

industry to solve the national problem (Jo, 2008:800). Mitsubishi again found out the 

demand from the market and took their original ‘select and concentration’ strategy to 

take best advantage from the environment. 

GTCs provided resources, raw materials, industrial machinery, equipment, 

and technology to the Japanese industries in 1950s. GTCs in this period developed 

active importation business with foreign companies to supply energy resources stably. 

Starting with an ore import contract with US Kaiser Steel Corporation and Eagle 

Mountain in 1955, Mitsubishi Corporation won the gold ore contracts with Gore of 

India and Marcona of Peru in the following year (Omori, Oshima, and Kiyama, 

2013:183). Moreover, for such stable supply, Mitsubishi brokered the 10-year bulk 

imports of Iraqi crude oil contract between New Asian Petroleum ( 新

亜細亜石油株式会社) and the French petroleum company (CFP) in 19603. Following 

                                          
3 The content is classified into the 1950s since it is more related to the effort of Mitsubishi in 

provision of foreign energy resources. 
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the contract, Mitsubishi also succeeded winning the crude oil contract between an 

American big major petroleum company and Japanese company. At the same time, the 

company promoted the preparation and enlargement of the oil tank which transport 

such crude oil (Omori, Oshima, and Kiyama, 2013:183). In addition to energy 

resources, GTCs also imported food too currency (Jo, 2008:798-99). They were 

involved in the domestic import and domestic supply, such as Nissei food, Nescafe 

(Omori, Oshima, and Kiyama, 2013:184-5). In the field of heavy and chemical 

industries, export growth of steel and power-related area was expanded to the 

machinery.  

In addition, overall GTC was active in selling products made from imported 

raw materials (Omori, Oshima, and Kiyama, 2013:183). The main purpose of 

exporting intermediary goods and heavy industry products was to obtain foreign 

currency (Jo, 2008:798-99). A shipbuilding order was a good example for that. The 

export growth of vessels demonstrates that not only GTCs were good at trading and 

winning the contract but also well at reading the market condition, finding out how to 

manage the imported goods. Also from the other perspective, the strength in vessel 

means also the strengthened in logistics. Since Mitsubishi Corporation was highly 

involved in oversea contracts, there must have been lots of opportunity of shipping. 

However, this does not necessarily mean the evolvement of vertical integration in that 

the shipping is about simply moving a product to another place.  

When it comes to the new function, financing seemed to be added from 1950s 

as it can be seen from Figure 6.With remaining finance capital, GTCs gave loans to 

SMEs. While there is not much big difference when compared to the functions of GTC 

in the earlier stage as a trader, but now it earned another function: financing. 
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2-3.  Rapid Growth Period in 1960s and the Idea of ‘Decline of GTCs’ 

 1960s was the period of high growth and also called the period of consumer 

economy. GTCs started to export high value-added goods such as electronics and 

automobiles (Jo, 2008:799). This shows both Japanese economy and GTCs became 

able to make money out of the imported goods. Of course this is related to the advance 

of technology within the country. Since 1960s, GTCs started to invest in developing 

overseas natural energy resources. Another function is added to the GTCs: investment. 

However, to invest in foreign energy projects following additional functions were 

required. First, they need enough information on the foreign company and the 

profitability to make decisions. Secondly, to invest in developing energy resource, a 

GTC needs to finance large amount of money within company and from others. Thirdly, 

strengthened shipping or logistics were required to ship the produced or mined 

resources to Japan or other countries.  

To satisfy these, intelligence, logistics capabilities, investment financing 

functions were added and strengthened (Jo, 2008:799). With such new functions and 

projects, the growth of GTCs propelled. However, the trading was still the main 

function of GTC, even until 1970s. This was because indirect exports through GTC 

until the early 70s were the mainstream of exports in Japan. Thus, manufacturing 

companies did not need to see or invest directly to the foreign market but can use the 

existing distribution network of trading companies (Jo, 2008:803). Meanwhile, since 

such resource projects were in large-scale, the importance of risk management started 

to be mentioned (Jo, 2008:799). 

While stage 2 had been the period when the Japanese economy prospered, 

there always had been pessimistic view on the future of Japanese GTCs every 10 years 
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since 1960s. The idea of ‘decline of GTCs’ suggested in 1960s was one of those 

pessimistic prospects. The Ikeda Hayato (池田勇人) Cabinet in 1960 formulated the 

income doubling plan and stimulated the equipment(facility) investment expansion 

under high economic growth. The plan was to double the GNP in 10 years. This plan 

triggered the large investments in facilities. Specifically, Steel mills were formed and 

petrochemical complexes (business groups) were deployed on a large scale all over the 

Pacific area (Omori, Oshima, and Kiyama, 2013:182). In short, the heavy and 

chemical industrialization of the industrial structure was in progress same as in the 50s.  

Then, some started to think that if the manufacturing became enormous 

subsequently after such development of heavy and chemical industry, rather the role of 

GTCs would retreat. This is the idea of ‘decline of GTCs’(商社斜陽論). Misono 

Hitoshi (御園生等), the instructor at Sophia University, argued in The Economists that 

there will be no room for GTCs in the modern industry where a few big companies 

monopolize in the form of cartels, trusts, and Konzern (German word for conglomerate) 

(Misono, 1961:22). As a manufacturing company gets bigger and becoming more 

systemic, it would also grow its ability to find oversea customers without the support 

of GTCs.  

In practice, however, GTC showed a greater development since then. Because 

each of petrochemical and nuclear industries was advancing into the oversea market 

separately by the unit of each business group, they need an ‘organizer’ who could tie 

them. GTCs had to take the role as an organizer. Further, because there were lots of 

SMEs at the selling sight of the big major manufacturing companies, there was enough 

room for GTCs to the brokerage them. Thanks to this, the six conglomerates including 

Mitsubishi Group was formed and developed (Omori, Oshima, and Kiyama, 2013:182). 
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In other words, the new function was added to a GTC; organizer. 

 Organizing is to design and discover a new large-scale power plant or 

infrastructure project in overseas by utilizing intelligence, network, and financing 

functions of GTCs. At the same time, organizer formed a consortium to provide 

comprehensive solutions ranging from design, procurement and construction (EPC) to 

the selection of a company (Choi, 2014). Similar to a consulting firm, GTCs developed 

a capability of putting all their functions together to find out the best solutions for 

others. By the end of 1960s, GTCs including Mitsubishi Corporation became equipped 

with 6 different functions; trading, logistics, investment, intelligence (information), 

financing, and organizer. Although variety of function was established, this does not 

necessarily mean the utilization of each function was same. In this period, trading was 

the still the largest function while the other newly established functions were 

comparatively still in low utilization. 

 

2-4. Mitsubishi Corporation in “The Era of Winter” and Oil Crisis in 1970 

In 1970s, Japanese economy positioned itself as an advanced economy after 

twice of oil crisis. Service industry developed during this period. Manufacturing 

companies in this period expanded its sales business without GTCs and influenced the 

brokerage role. GTCs actively got involved in plant export, infrastructure maintenance 

business through ODA to developing countries and enlarged their investment in natural 

resources and energy resource business division with the cooperation of government 

(Jo, 2008:799). Just as Mitsubishi Corporation secured a great deal of money by 

keeping good relationship with Japanese government during the war era or stage 1, 
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close  

 Even though GTCs was required to take the role as a brokerage in the past, 

they were asked to be equipped with the information (intelligence) in 1970s with the 

high advance of industry. This was inevitable because the export industry was being 

changed into knowledge-based industries with high value-added industries from the 

heavy and chemical industries. Thus, deep knowledge about the product was 

something essential. From the stance of manufacturing industries, it was them who are 

most familiar with the export products. Intermediation of GTCs only to make them 

hard to grasp the need from the consumers and even made them hard to implement 

specialization marketing strategy. It goes without saying that after service or 

technology service was hard to implement in that situation. Under such decision, 

manufacturing industries exhibited a tendency to export directly without the 

intervention of GTCs (Jo, 2008:801-03). 

When it comes to energy resource industry, it was truly an opportunity for 

GTCs. After Japan’s defeat in the WWII and under the US military government, the 

access to overseas oilfield was limited in terms of policy. Thus the need for developing 

overseas oilfield independently by the Japanese company emerged for the stable supply 

of oil. Since the 1960s, oil and gas development by Japanese companies moved from 

the domestic market to abroad. Due to this, the development of the oil and gas by 

Japanese business was very active. However, in one hand, the indirect support from the 

Japanese government caused the reckless and too many projects to take place (Jo, 

2008:806).  

Mitsubishi Corporation was one of the private companies and GTCs that took 

charge of developing oil and gas business as a state policy corporation. The company 
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imported crude oil and sell it to the domestic petroleum refinery company. Soon, the 

company expanded its investment to the upstream of petroleum business. This business 

model is different from the past model which simply transported the sources from one 

place to another. The then business model had evolved into the management from the 

development and production of resources to the logistics of them. In the course of flow, 

multiple countries, relevant institutions, and several companies are involved. Therefore, 

Mitsubishi Corporation had to develop the capacity to organize or coordinate the 

complex interest relation among them. At the same time it also had to diversify the risk 

coming from the high cost investment (Jo, 2008:807). With the investment expansion, 

vertical integration was also half achieved. However, such prosperity soon faces 

another threat: the era of winter. 

 The beginning of the era of winter is closely related to the US policy. US 

President Nixon announced the New Economic Policy in August 1971, Japan had to 

face with the strong yen. As the exchange rate determined at from 360 yen to 308 yen 

per dollar, worries about the strong yen recession was spread. The Japanese 

government adopted an economic stimulus policy and growth of the money supply in 

this period was enormous. As the money supply increased, the stock prices and land 

values skyrocketed and speculation in various goods also took place. Even worse 

in1972, Prime Minister Tanaka Kakuei’s idea of “Remodeling the Japanese 

Archipelago (日本列島改造論)4” encouraged the speculative real estate investments 

(Omori, Oshima, and Kiyama, 2013:193-94). 

                                          

4 Remodeling the Japanese Archipelago(日本列島改造論): It is the plan that tries to scatter all 

the industrial zone in the Pacific Bay of Japan and create an industrial city for each region. 

Moreover it plans to build a Shinkansen and highway which connect those cities. 
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In particular, the price spiral made GTCs to be the subject of social criticism. 

People assumed that the cornering and hoarding action by GTCs might be the cause of 

inflation in life-related materials. In April 1973, MITI asked every GTC to surrender 

themselves to the justice regarding the excessive activity of each firm. Before long, 

even though MITI conducted “Investigation on operating activities of 6 big GTCs” and 

announced it. However, it only aggravated the criticism from the people as if the GTCs 

are the real cause of inflation. What is worse, in October 1973, the oil crisis worsened 

the inflation within Japanese economy. Naturally this grew the criticism against GTCs. 

Eventually GTCs was announced by the director of the bank on “the regulation of mass 

bank loans" and soon was restricted on their activities financially (Omori, Oshima, and 

Kiyama, 2013:193-94).  

 Then, how Mitsubishi Corporation corresponded to era of winter? The 

company had responded quickly to the financial internationalization and liberalization. 

Entering the 1980s, Japan was the liberalized in terms of the exchange rate trading and 

it became to issue private loan in a foreign country or to borrow money from abroad. In 

the form of adaptation to the flow of this liberalization, Mitsubishi Corporation 

diversified the financing means and reduced the interest burden (Omori, Oshima, and 

Kiyama, 2013:197). This surely shows the essence of contingency theory; the best 

strategy is to adapt the business to the changing business and taking advantage of it. 

Mitsubishi Corporation’s comprehension of external environment is amazingly high 

when considering the specific measure took.  

Mitsubishi Corporation, in November 1982, issued a general bond (loan) 

without a bank guarantee of 50 million Swiss Plan (approximately 60 billion yen in 

1987 due, interest rate 5.5%) in the Swiss Plan market for the purpose of cover its 
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general business investment capital. In May of following year, the company issued 

another general bond (due in 1990, the interest rate of 10.5%) in Euro market. In 

addition, in November of the same year, Mitsubishi Corporation issued $ 100 million 

bonds of new stock trading without mortgage and without warrants. Thanks to the 

capital that was raised in the low price accelerated the further expansion in the new 

business and also abled to start the banking (or financing) business (Omori, Oshima, 

and Kiyama, 2013:197). 

 

<Table 2> the Changes in the Industries Dealt at Japanese GTCs 

Period (Year) Type of Industry 

Post War Revival 

Period (Around 1950s) 
Light Industry (Textile, Food) 

Rapid Growth Period 

(1955-70) 

Heavy and Chemical Industries (Steel, Machinery, Plant, 

Petrochemistry) 

Oil Crisis (1970s) 
Energy Industry (Procurement of energy resources, 

Alternative energy development) 

After the Plaza 

Agreement (1985- ) 

Industry for Domestic Demand (International Relocation of 

Manufacturing Industries, Import Promotion, ODA, and 

Telecommunications) 

From 90s to 21st 

century 

IT Industry, Logistics Technology, Enhancement of Financial 

Technology, High- tech Industry, Environment Related 

Industry 

Source: Japan Foreign Trade Council website 

(http://www.jtfc.or.jp/shosha/activity/activity.pdf) 

 Table 2 shows the changes in the industry sector throughout stage 2 and the 

stage 3. When compared with the name of period, the type of industry has high 

connection with it. In the 1950s, all after the WWII, Japanese economy had to start 
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from the bottom. Thus, in the beginning, it was most important to produce the items 

that is directly related to people’s living or daily items. Light industries rose up in the 

period to meet the domestic demand. Therefore, lots of food industries and textile 

industries prospered.  

When the basic needs were almost satisfied and there were remainder to sell 

abroad, Japan needed to rebuild the infrastructure for further national development. 

Moreover, they also needed good sum of money by selling bigger things like 

machinery and plant. Heavy industries were the answer for that. In this period, steel, 

machinery, plant and petrochemistry were the thriving industries and especially the 

shipbuilding industries put definite point during the period. Since the shipping and 

shipbuilding department was one of the oldest industries done by Mitsubishi 

Conglomerate and the company did earn a lot during the period. Among Mitsubishi 

Conglomerate, Mitsubishi Heavy Industries (MHI) achieved a rapid growth and 

Mitsubishi Corporation supported MHI’s the importation of resources. Heavy and 

chemical industries led the Japanese economic revival then. Similar phenomenon can 

be observed during the 70s and 80s in Korea.  

 As heavy industries flourished, Japan needed high-capacity electricity to 

provide to the plants. Such high demand for industrial electricity led to the 

development of energy industry. However, since Japan is neither a petroleum- nor gas-

producing country, it still had to import coal from other countries and provided it to the 

domestic thermoelectric power plants. Mitsubishi Corporation, therefore, took a 

responsibility of the importation and re-sold the natural resources such as coal and 

petroleum in the domestic market. At the same time, because thermoelectric power is 

always followed by future depletion possibility and environment pollution issues, the 
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alternative energy received attention. 

 After a series of unfortunate events such as oil crisis and the Plaza Agreement, 

all Japanese trading companies were unfavorable in exportation. Mitsubishi 

Corporation was no exception. Because of the domestic inflation, all the Mitsubishi 

Group’s affiliates had to relocate its manufacturing industries to the developing 

countries for cost reduction. Mitsubishi Corporation supported such overseas 

expansion, using its foreign network. At the same time, because it became easy for 

Mitsubishi Corporation to import foreign materials at comparatively cheaper price, the 

company promoted importation. This must have included the complete products from 

the manufacturing industries relocated overseas. Also, Mitsubishi Corporation 

cooperated with the Japanese government in the form of ODA. Mitsubishi Corporation 

exported its infrastructure-related products to the foreign companies through the 

Japanese Government. In this way, the company could not only earn money from their 

government, but also raise their brand awareness in the abroad. To this day, ODA is an 

opportunity for the company in the sense that it is now hard to find a new order in 

Japanese domestic market. Even the company expanded its business to the 

telecommunication field.  

 From 1990s, Mitsubishi Corporation got involved in the value-added 

industries such as IT and financial technology. Also Mitsubishi Corporation became 

involved in the logistics and put it in their business strategy in the name of ‘value 

chain’. This part will be more specifically dealt in the next chapter, stage 3. 
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2-5.  Analysis on Stage 2 

<Figure 7> The Development of Mitsubishi Corporation during 1846– 1979 (Drawn by 

the researcher) 
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 After Mitsubishi Conglomerate was integrated in 1950s after its dissolution, a 

little change occurred in the business strategy of Mitsubishi Corporation occurred. 

While the primary profit source of Mitsubishi Corporation was commission coming 

from the trading in the Stage 1, Mitsubishi Corporation started to diversify its function. 

As can be seen in Figure 7, function section was added right after the integration. 

Using the commission fee from trading, Mitsubishi Corporation jumped into the 

finance business too. Mitsubishi Corporation lend the money to the companies related 

to their value chains. At the same time, Mitsubishi Corporation recognized they could 

transport their own products, which in turns resulted in logistics function. Further, 

because Mitsubishi Corporation was dealing variety of products from variety of fields 

and customers, the company could naturally get various information. They could 

provide – or sell– the information to their affiliates and others. During such postwar 

revival, Mitsubishi Corporation satisfied the high domestic needs and the company 

grew up or recovered its past fame rapidly. 

In 1960s, Mitsubishi Corporation underwent both good and bad period for 

their business. While the prosperity from 1950s was continued, but on the other hand, 

manufacturing industries found out that they could go overseas market by themselves. 

Thus GTC as a broker was not required any longer. As a reactive risk management for 

such change, Mitsubishi Corporation added a new function, ‘organizer’ to their their 

business. Organizer is, simply saying, similar to the consulting. Mitsubishi Corporation 

supports another company with their products, finance ability, and information to let 

the other company to advance into the foreign market. For example, when an EPC 

company wants to advance to the Middle East countries for a plant business, 

Mitsubishi Corporation provides which country is best place to construct a new plant. 
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If the customer are in need of money, Mitsubishi Corporation also become the 

moneylender after evaluating the value of the project. With such new function, an 

organizer, Mitsubishi Corporation smartly overcame the concerns called ‘the decline of 

GTCs’.  

 However, 1970s was the most unfavorable period for the Mitsubishi 

Corporation. In 1971, the US president Nixon announced the New Economic Policy 

and this resulted in Strong Yen. Taking into consideration that Mitsubishi Corporation’s 

primary business was trading, strong yen means the devastation of exportation business. 

Even worse, because of economic stimulus policy within the Japan, money supply 

sharply swelled. This led to the value decrease of Yen and inflation became a serious 

domestic problem. To make things worse, Oil Shock broke out and ‘Mad 

Inflation(狂乱物価)’ swept across the Japan. And some people started to think that 

cornering and hoarding of GTCs caused the inflation. Soon, GTCs became the target of 

criticism for the then economic problem and was punished by the government in the 

form of the “regulation of mass bank loans”. This is another failure of risk 

management in Mitsubishi Corporation. Because of the regulation and loss of fame 

resulted in the decline in performance of Mitsubishi Corporation.  

From Stage 2, we could also see the strategic Achievement and Risk 

Management Failure case. Firstly, Mitsubishi Corporation diversified its business 

functions and enthusiastically advanced in to the overseas market. Around 1970s, the 

function of GTCs is evolving in accordance with the needs of the era. This was same 

for the function of GTCs. According to Japan Foreign Trade Council, the function of 

GTCs so far can be classified into 8 different roles; Commerce and trading function, 

information function, market development function, business development, risk 
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management, logistics, finance and business project (Jo, 2008:802). Even ‘GTC 

Investigation Department’ of Itochu admitted that the trading function is becoming 

shrinking every year and the business project planning function is being strengthened 

instead(Itochu Research Institute, 1997). In terms of this, Mitsubishi Corporation was a 

foreseer.  

However, Mitsubishi Corporation failed to manage risks in 1970s. The 

company was not prepared for the decline and criticism from the people and failed to 

meet the expectations from them. Although strategically cornering and hoarding might 

have needed, it needed to be prepared for the non-financial risk such as “reputational 

risk”. In other words, that is, too much focus on the financial risk let Mitsubishi 

Corporation to take the reputation from people lightly. Bad reputation led to the harsh 

regulation on financing and Mitsubishi Corporation had to find foreign bonds to 

finance the business. Therefore, to conclude, GTCs always have to consider ‘non-

financial risk’, which can actually influence the company financially. 

 

3.  Stage 3  (1986-2015) 

   3-1.  Bubble Economy and the Collapse of it in late 1980s 

Japanese economy experienced a boosting economy in late 1980s and this 

economic status is often called ‘bubble economy’. At the same time, right after the 

Plaza Agreement took place in 1985, Japanese yen got stronger. Because of this strong 

yen, Japanese general trading companies accelerated their business expansion abroad. 

Moreover, they became more aggressive in taking over other business and also in 

investing. In that sense, they strengthened joint business with foreign enterprises and 



56 

became more engaged with the service industry. Further, they came to deal with the 

higher-value added items such as software, computers, medical device (Jo, 2008:799).  

To make the best use of the economic prosper and Plaza Agreement, Japanese 

GTCs including Mitsubishi Corporation took some measures to react flexibly to further 

crisis and to sustain their business. First of all, in response to the domestic policy that 

is designed to avoid the US-Japan economic friction, GTCs made efforts to expand 

import of US products and export to the third countries. Second, GTCs tended to invest 

more in overseas manufacturing sectors as minority investors. Third, they also 

aggressively advanced into the information and communications sectors such as 

telecommunications, satellite communications, cable TV, etc., all of which has less 

relevance to the existing trading operations. Fourthly, they started to find new sources 

of profits (revenue) through financial technology such as issuing the various corporate 

bonds, equities and foreign exchange funds. Fifthly and lastly, GTCs also actively 

engaged in real estate investment such as urban development, development of golf 

courses and leisure facilities (Lee, 2015:17; Tanaka, 2012:170-72). 

In other words, economic bubble and Mitsubishi Corporation to diversify its 

source of profit and become more active in oversea expansion. This could be 

interpreted as a preventive measure of company to react more flexibly in financial 

sources when the similar risks as in Stage 2 happens again. Further, in case of 

Mitsubishi Corporation, the company did not directly engaged with the real estate 

sector since Mitsubishi Group itself has its own real estate company called Mitsubishi 

Jisho (三菱地所). 

At the same time, GTCs advanced their business that targeted the domestic 

markets. This is because there was a possibility of trade friction due to the expansion of 
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the trade surplus during the Japan's economic bubble period. Thus, it was hard to put a 

great expectations to the expansion of exports. In 1986, Maekawa report was written 

with the lead of Haruo Maekawa, the ex-governor of the Bank of Japan. The report 

itself pledged to reduce the surplus of the balance of payments by deregulation and 

expansion of domestic demand. In fact, the economic boom during this period was 

possible thanks to the enterprises producing commodities for domestic markets. In turn, 

the prosperous business management increased the domestic income, which spurred 

the domestic consumption (Omori, Oshima, and Kiyama, 2013:201). 

 Under such circumstance, GTCs first paid their attention to the information 

and communication sector. Before then, KDD(国際電信電話) was monopoliyzing the 

international telephone market. However, in 1985, a new law on electricity and 

telecommunication business freed the existing regulations on the international 

telecommunication field. GTCs pooled their resources in the form of a joint investment 

to compete against KDD. Mitsubishi Corporation, Mitsui & Co, Sumitomo, Marubeni, 

Nissho and Matsushita Electronics partnered together to invest into International 

Telecom Japan Inc. (日本国際通信). Mitsubishi Corporation even advanced its 

business into mobile telecommunication business and satellite communication business 

(Omori, Oshima, and Kiyama, 2013:202). 

 With the growth of income among Japanese people, the demand for foreign 

luxuries was increased within Japan. To meet such demand, GTCs imported art pieces 

from abroad and foreign luxury brand such as BMW, Mercedes Benz, and Reebok etc. 

(Omori, Oshima, and Kiyama, 2013:202).  

 At the same time, Mitsubishi Corporation also advanced into urban 

development. In this period, deregulation on metropolitan area development took place 
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and called for lots of private organization’s participation in the development. 

Mitsubishi Corporation bought the real estate in Shinagawa Ten’nōshu district of 

Tokyo Metropolitan. In 1987, the company set up the task force to develop the area and 

set up ‘24 hours activated community responding fully with the internationalization 

and informatization’ as their development key note (Omori, Oshima, and Kiyama, 

2013:203). With such efforts, GTCs led by Mitsubishi Corporation seemed to have 

escaped from the era of winter and have gone into the orbit of rapid business 

development.   

  

3-2.  The Lost 10 years in 1990s and Change in Risk Management in 2000 

Although the era of winter had come before in 1980s, GTCs' the era of winter 

came again during 1991 to 2002. The root cause was the Japanese economic recession 

caused by the collapse of the bubble. Especially in 1997, Japan's consumption tax rose 

from 3% to 5%, causing stock prices and real estate prices to plummet. Because of this, 

many Japanese manufacturing industries had to cut costs, which resulted in reducing 

business with GTCs. Manufacturing companies did not need middleman any longer. As 

a result, GTCs had to undergo restructuring in a large-scale.  They carried out mergers 

and acquisitions of similar businesses to avoid bankrupt and to secure profits. 

Moreover, they also got through financial difficulties by receiving financial assistance 

from Japanese main banks. GTCs survived from those eras came to know that the 

original intermediary business cannot make a profit any more. Rather they found out 

that active investment in profitable resource business could make some (“What is the 

Era of Winter”, 2016). 
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That is why 1990s of Japanese economy is called 'a lost decade'. Since the 

bubble economy, Japanese economy had entered a stage of maturity and the growth 

itself had slowed down. GTCs which enjoyed its short prosperity in the late 80s had no 

choice but to carry out restructuring to reduce redundant staffs. After then, they 

proceeded resource and energy sector investment projects abroad (Jo, 2008:800) 

The recession that began in the second half of 1991 had led to the prolonged 

recession with more than 10 years. This influenced the overall development of 

corporates; the profit slumped, price declined, revenues shrank. Moreover, firms that 

invested huge amount in real estate, construction and non-bank sector before had to 

contract non-performing assets and bad bonds (Jo, 2008:804).  

The more serious the Japanese economic downturn had become, the more 

diversified the business areas among GTCs had become and this led to the intensified 

competition among them. Thus the need for a partnership to increase competitiveness 

and efficiency emerged by then. In that sense, Mitsubishi and Mitsui have agreed on 

mutual partnership in the steel sector, resource development, and distribution, all of 

which was their main mutual business (Jo, 2008:804). 

From 1990s, the development of value chain among GTCs stands out. 

Japanese GTCs sought to improve the rate of return by becoming an investor involved 

in the overall business from production to distribution. By participating in each stage of 

value chain, the company can reduce the commission. This seemed to be the another 

prominent strategy in stage 3 in that it helps a company to seek for another starting 

point of earnings when globalization and diversification of business is already achieved 

by other similar trading companies. Previously, the main role of Japanese GTCs was 

brokerage; they imported raw material and provided it to the companies that made an 
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order. As a broker, they received the commission in the course. However, in 90s, GTCs 

invested in the companies that produced raw or subsidiary materials, and was directly 

involved in logistics business responsible for transporting the materials (Jo, 2008:805). 

Direct investment was carried out and value chain in each industry sector was formed 

one by one. In the case of Mitsubishi Corporation, it receives its 75% of revenue from 

investment and 25% from trading (Mitsubishi Corporation, 2013:65). Regarding such 

change, some points out GTCs have changed into a mere consulting and investment 

company. However, a GTC is different in that it is equipped all the characteristics of a 

consulting firm, a finance or fund company, and trading company. More specifically, a 

GTC is different from a mere consulting firm in that it finds out the silent and 

unrevealed needs. 

 In case of Mitsubishi Corporation, almost every business group has its own 

value chain from downstream to upstream. Following figures are the exemplary value 

chains of energy, metals, and chemicals groups of Mitsubishi Corporation.  

 

<Figure 8> Value Chain of Energy, Metals and Chemicals Business 
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Source: Mitsubishi Corporation (http://www.mitsubishicorp.com/jp/en/) 

 

 From the above figure, especially the second and third ones, it could be seen 

that numerous small and even big enterprises get involved in producing a single 

product. Previously, Mitsubishi Corporation had to pay every commission to those 

companies in the course of production. However, by directly investing and acquiring 

shares of the above companies, Mitsubishi Corporation could reduce the commission 

and raise its profitability.  

http://www.mitsubishicorp.com/jp/en/
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       Around this time, Mitsubishi Corporation also entered the food business. 

There were two reasons why a GTC entered the food business. Firstly, food is an 

indispensable product in everyday life. The second reason is that food business is a 

promising one that has expanding continuously since WWII, since Japan has a very 

low self-sufficiency rate in food production. In addition, it should be pointed out that 

any Japanese food company (except for the tobacco one) was in the top 10 global food 

manufacturing industry in 2010. Therefore, Japanese GTCs have entered the food 

sector in order to reduce the gap with European food companies. At the same time, 

American and European-based retail businesses were rapidly growing. These retail 

business such as Walmart usually stock products produced from their own countries. 

Thus, Japanese food manufacturing company started to lose their footing. Here, 

Japanese GTCs such as Mitsubishi Corporation became aware of this and tried to 

secure their own market share. Furthermore, the increase in meat eating habit 

worldwide that exceeds world population growth rate required more feed grain. 

Mitsubishi Corporation sensed the business opportunity and reach out to the food 

industry (Mitsubishi Corporation, 2013:157-68). 

     Such active participation in the new business was possible because it was "the 

Era of Summer" or up phase for Japanese GTCs in early 2000s. In the 2000s, demand 

for energy resources and grain increased rapidly in major emerging economies such as 

the BRICs.  Thus the prices were rising too, and large Japanese GTCs took this 

opportunity to actively participate in resource business and feed grain business. Those 

GTCs used a simple method of buying goods such as resources cheaply and selling it 

as expensive as possible. In particular, large GTCs with enough funding power 

invested huge amount of money in the development of resources or in the value chain. 
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In this way, GTCs gradually turned into investment companies. The rapid growth of 

emerging economies as well as GTCs' dependence on resource businesses had also 

increased. The problem was that this summer era did not last for long. As growth in 

emerging economies slowed down, the demand for resources began to decline. In 

particular, if China's economic activity, whose iron ore demand occupies more than 60% 

of the world demand, falls, prices will also plummet due to changes in iron ore supply 

and demand. So far resource prices have been rising steadily as part of the US’s 

monetary easing, but there is a problem that the financial easing will soon be over. In 

this case, interest rates will rise, and investment funds will flow out of resource 

markets and naturally the resource prices will become unstable (Makabe, 2014). 

Since the 1990s, Japan had not been able to escape the long-term deflation. 

But the country did not take any other action since it had expectations for economic 

recovery. However, the recession became so obvious in 1995, which triggered the 

restructuring in a number of companies in earnest. This tendency was so-called 

'Reductionism (縮み志向)' in that it reduced their number of employees and redundant 

management system. (Enomoto, 2014:117-18). The situation was also undesirable 

among general trading companies. The common management goal of them was; to 

contrive better cash flow, increase the liquidity of cash in hands, and compress 

liabilities with interests. In particular, 1997 Asian financial generated a huge amount of 

losses in investment and loan in Asian market, which deteriorated the business 

environment for GTCs. Because of this, solving 'three excess' problem became the 

important challenges for GTCs between late 1990s and 2000s; 1) workforce reduction, 

2) disposal of unprofitable business, and 3) reduction of liabilities with interests 

(Enomoto, 2014:119). 
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 Since GTCs were treating products extensively in the field and type, they 

could change their business resources more flexibly and dynamically than the 

manufacturing companies could do (Enomoto, 2014:120). Thus, they went through the 

selection and concentration of businesses to renovate their businesses. As a result, 

Mitsubishi Corporation introduced and carried out the "portfolio management". This 

portfolio management system enabled Mitsubishi Corporation to decide which 

business to sustain and which to give up. It had become one good index of their future 

business and also it is outcome of changed risk management during 1999-2000.  

 

3-3.  Mitsubishi Corporation and the Change in Its Risk Management in 2000.  

Risk indicates any potential threats that may interfere with achieving business 

objectives. Specifically, risk management in business management is to evaluate the 

risks synthetically that may interfere the organization with achieving strategic and 

financial goals and cope with them specifically (Mitsubishi Corporation, 2013:301). 

Risk Management of Mitsubishi Corporation before the 1990s' bubble period was 

individual risk anal analysis. The company dealt with the risk hedging that is managing 

risks coming volatile exchange market and products. Otherwise, they checked the trust 

risk of their trading partners. Such individual risk managing was enough for Mitsubishi 

Corporation then because the company had a traditional business model whose main 

source of profit is commission fee mainly generated by trading. Nonetheless, such 

individual risk management has showed its limitation in that it cannot evaluate the 

overall company comprised of a myriad of business segments from a common 

perspective. Thus, a high level of risk management that can manage the total risk was 

required after the bubble period. For this reason, the company have come to be 



65 

equipped with a comprehensive risk system as a whole and it was a challenge for them 

to eliminate the excessive risk that required more than the company's capability 

(Mitsubishi Corporation, 2013:307).  

"Comprehensive Risk Management" and "portfolio management" was 

introduced during the reductionism (縮み志向) period. Especially business portfolio 

management -based upon the quantitative evaluation of revenue (return) and risk- was 

introduced for the purpose of effective use of resources in late 1990s (Enomoto, 

2014:121). From 1999, the chain reaction of risk was proved to be borderless and 

globalized issue as it can be seen from the Asian financial crisis and Russian crisis. 

Here Mitsubishi concluded that they need to view the risk in more comprehensive, 

holistic and connected way (Mitsubishi Corporation, 2013:307). Mitsubishi 

Corporation corresponded with the need by undergoing restructuring. The company 

also set up the second steps of business portfolio management based on risk-return 

indicators. In this way, they could manage the risks by predicting the future 

management environment variables, and maximize revenue of the enterprise. 

Mitsubishi Portfolio Management is comprised of two steps as mentioned 

above. First step is about the proactive risk management and portfolio management. 

This step has something to do with the initial risk management style of the company. 

Until 1998, Mitsubishi Corporation identified the risks related to individual 

transactions and investment in qualitative method. With such method, the company set 

up the strategy to avoid and reduce the risks regarding every individual matters. 

However, this was no more than a preventive risk management. In other words, while 

the company could pursue partial optimization in the field level, it lacked a holistic 

level of business management and decision-making tools. Therefore, corresponding to 
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the need, Mitsubishi Corporation made a change when they were setting up the 

medium-term management plan (MC2000,1998 ~ 2000). Mitsubishi Corporation 

quantified the business risk of each transaction and asset and summed all of it up to 

identify the comprehensive risk amount and the risk structure. Moreover, the company 

reorganized the sales department in accordance with the business model and trading 

goods. This made easier for the company to implement the portfolio management in 

each business unit and find out risk and return of each unit. After reorganization, 

Mitsubishi Corporation classify each project based upon the business portfolio map; 

whether it is the business that need additional management resources, or whether it 

needs to be reorganized or retracted. Such efforts led Mitsubishi to restructure the 

company comprehensively and re-establish the earnings foundation (Enomoto, 

2014:124-25). 

Second step was the result of such effort. The company introduced the 

dynamic risk-return indicators for future business. By implementing "MC2000", 

Mitsubishi Corporation had reached the stage of incorporating a risk management on 

business portfolio management. However, risk management at this stage is judging the 

risks based on the financial status starting from the certain point of the past. While the 

risk management could predict a future change in cash flow, it could not actually 

manage the risk at the business level that may happen in the future. Therefore, the 

company saw the need for creating a tool to decide the future business plan while 

stepping on the business development. In terms of this, Mitsubishi Corporation 

introduced MCVA (Mitsubishi Corporation Value Added) using the EVA index and 

applied it in the mid-term management plan (MC2003, 2001 ~ 2003), following the 

MC2000 (Enomoto, 2014:125). 
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MCVA = Consolidated net income adjusted - (Risk capital X Cost of Capital) 

For the purpose of advancement and refinement of risk quantification, two 

different model was adopted at the same time; static model and dynamic model. Static 

model predicts bankruptcy based on the financial status from one point of the past. 

Dynamic model can predict the change in the future cash flow. Specifically, MCVA 

finds out the major risk factors for individual businesses. Then, it sets the risk 

probability distributions by those factors and estimate the volatility of the major risk 

factors. On top of it, by performing Monte Carlo simulation which utilizes the function 

that includes the future changes in cash flow, it measures the cash flow in the worst 

scenario. With such numeric, Mitsubishi Corporation tried to minimize the damage of 

future threats. 

The beginning of the establishment of a risk management system is in the 

latter half of “the Lost Decade" period, which is right after the collapse of the bubble in 

the 1990s. While now it is called "Two Lost Decades", in that period people expect that 

GTCs would go bankrupt because of the propagation of internet. With internet, people 

get better accessibility to the information from the world they need. In other words, 

other medium and small sized business will find a way out for foreign business and 

GTC as a mediator would not be needed any longer. This is so called "Middlemen will 

die". The existence or necessity of a GTC had been questioned several times since the 

past and GTC needed more technical reason and evidence for prove the value of a GTC 

as more than a mere mediator (Mitsubishi Corporation, 2013:303). Mitsubishi 

Corporation must have believed that the establishment of systemic risk management 

could provide such reason and prevention for the future.  
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<Figure 9> Business Plan and Trend of Consolidated Net Profit of Mitsubishi 

Corporation (Mitsubishi Corporation, 2013:303) 

 

From 1992 to 2001, or during "the Lost Decade", the performance of 

Mitsubishi Corporation is low in 1998 and 1999 which was right after the financial 

crisis in 1997. Since then, the performance skyrocketed to 92.6 billion yen in the next 

2000, but it was just the temporal uprising due to the investment in the Silicon Valley 

venture of optical communication technology in the early 90's. Thus it was a temporal 

capital gain by peak out thanks to the IT bubble, not a profit gained from the successful 

business performance of Mitsubishi Corporation. In addition, net profit is lower than 

this capital gain income. This means that Mitsubishi Corporation covered up the loss 

from too-much-various business by the capital gain income.  

Eventually, Mitsubishi Corporation during the Lost Decade was busy paying 

all the revenues to cover up their losses. The primary reason for this was coming from 

the investment loss. Realization of various projects means, in other words, Mitsubishi 

Corporation had been paying loads of money for the new business which were 
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unfamiliar to the company itself. Looking back, it can be said that the lesson of the 

high price paid at that time is now being used in a good way. In particular, the past 

experiences from the projects from 1999 to 2000 have been a foundation for a 

framework of the current risk management (Mitsubishi Corporation, 2013:303-04). 

Then why Risk Management is so important for GTC? To answer in a 

sentence, it would be “General characteristic of especially in products, locations and 

functions leads to larger risks for a GTC. First, the diversity in business and products 

led to more risks coming from various market situation. Secondly, the diversity in 

locations led GTCs to face less-familiar cultural, social, political and economic 

sanctions or risks. Thirdly and lastly, the diversity of functions from a mere broker 

(middleman) to an organizer or investment, led a GTC to face more bulky risks coming 

from the size of business. Sometimes this causes mixed risks, which is either 

controllable or uncontrollable, to appear at the same time. Therefore, GTCs should be 

more aware of importance of risk management than any other business industries. 

 

3-4.  Recent Decline of the Mitsubishi Corporation in 2016 

On March 24th, 2016, Mitsubishi Corporation predicted a loss of 430 billion 

yen due to the global resource market recession especially in copper and LNG field. As 

a result, Mitsubishi Corporation had to face a deficit of 150 billion yen in March 2016 

(Hata, 2016). This is the result of over-investment in the aforementioned resource 

business and imbalance in the business portfolio. One of the biggest losses was the 

Chilean copper business, Anglo American Sur (AAS), which was a joint investment 

with Mitsui & Co. Mitsubishi Corporation is expected to have suffered losses of about 
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280 billion yen here and about 90 billion yen for Mitsui & Co. The top two Japanese 

GTCs plummeted, but the situation was different for Itochu. Since Itochu's business is 

based on the non-resource business such as food business, it could avoid the collapse 

of resource price. Below figure 10 shows this trend. 

 

<Figure 10> Japanese GTC Net Profit Ranking (2012-16) 

 

 

Figure 10 shows that Mitsubishi Corporation had been keeping its highest net 

profit until 2015. Also Mitsui had positioned itself in the 2nd ranking until 2015. 

However, their one-sided business portfolio let their net profit plunged in 2016, while 

letting Itochu to take up the highest net profit. However, the graph on the left shows 

that Itochu’s net profit suddenly skyrocketed enough to beat Mitsubishi Corporation 

and Mitsui. Rather, Itochu did less than the status quo since its net profit actually 

slightly decreased in 2016. This paradoxically showed how much unbalanced the 

business portfolio was done in Mitsubishi Corporation. 
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3-5.  Analysis on Stage 3 

<Figure 11> The Development of Mitsubishi Corporation after 1980s (Drawn by the 

researcher) 
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 In 1980s, Economic bubble enabled Mitsubishi Corporation to diversify its 

profit source and become more active in oversea expansion. This was motivated by the 

risk management failure in Stage 2. Because Mitsubishi Corporation came to know that 

they need to diversify their financial sources both domestically and internationally, the 

company tried to row with all their might when the water came in. Japanese Economy 

went unnaturally prosperous during the period and this helped Mitsubishi Corporation 

to invest a lot in private bonds and buying stocks. Moreover, Strong Yen after the Plaza 

Agreement in 1985 even abled Mitsubishi Corporation to take over the foreign 

companies. Here, Mitsubshi Corporation found out they can even expand their profit 

source by executing aggressive M&A in their value chains. The company bought up 

the resource developing company, distribution compnay and even small manufacteres 

among the value chains and saved their cost. In this way, Mitsubishi Corporation 

started to expand their subsidiary companies. At the same time, Mitsubishi Compnay 

was enjoying one of its best days thanks to economic prosperity in Japan. Domestic 

demands skyrocketed and it was the chance for Mitsubishi to meet up the needs.  

 From 1990s to 2000s, the collapse of bubble triggered the functional change 

of Mitsubishi Corporation again. While the new function ‘organizer’ was paid attention 

in Stage 2, this time Mitsubishi Corporation turned itself into an investment company. 

When organizing a project in the third country, Mitsubishi Corporation provided all 

kinds of information and, in the course, it must have reviewed the profitability of the 

project. Once the company found out it is worthy enough to invest, it directly started to 

do so. This is also highly related to the value chain. By investing to the related 

companies and subcontracters, Mitsubishi Corporation acquired the shares of those 

companies. In these ways, the value chain of it expanded to down streams. So, it can be 
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seen in the Figure 3 that the cube’s value chain (the height of the whole cube) is 

becoming complete. While there was only distribution or procurement in the vale chain 

untill Stage 2, Stage 3 shows the completed value chian. These two changes, an 

additional function and vale chain completion shows that Mitsubishi Corporation has 

been upgrading its business strategy from the past learnings and external 

environmental changes. Further, as a biggest change in Stage 3, Mitsubishi Corporation 

diversified its business division by adding a new one, ‘living essentials’. Real 

intentions for the new business expansion can be these two: first to avoid the high 

depedence on the mineral and coal resources and disperse the risks among various 

business, second to prepare the future promising industry. 

Unfortunately the prosperity of the above season ended up in 2010s. Because 

of the sudden decline in the price of raw materials in 2015. Although Mitsubishi 

Corporation put their effort during 1990s and 2000s to lessen their excessive 

independence in raw materials, however, it turned out to be failed not to be influeced 

by the collapse of resource price. Actually not only Mitsubishi Corporation but even 

other major GTC such as Marubeni also experienced the bitterness during this season, 

because Marubeni was also one of the GTCs whose share was extremely high in raw 

materials. However, Itochu whose share in living essentials is comparatively high 

could reversed its GTC rank from the 3rd to 1st.  

To sum up, overall strategic achievement stands out in Stage 3. Mitsubishi 

Corporation added up its new function of investment and carried out aggressive M&A. 

In relation to this, value chain of lot of resources or business division was completed. 

This especially enlarged profit sources of Mitsubishi Corporation and at the same time 

enabled the company to supply every resources stably and cheaply. Thus, biggest 
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business strategic achievement in this stage is obviously the completion of value chain. 

Figure 11 clearly shows that the cube has become bigger and taller in every business 

division compared to other stages. Further, new business division, the living essentials, 

was added. Famous Japanese convenience store Lawson is one of the business under 

the division. The business strategy of Mitsubishi Corporation can be said to be quite 

firm and successful enough. 

Nonetheless, the risk management system still has long way to go. In 2015, 

Mitsubishi Corporation showed that its excessive investment in resource industry 

resulted in the portfolio failure and lack of scenario-planning. While the company 

prepared systemic risk management system in 2000s and tried to read the company risk 

in more holistic way, the company seems to be failed in preparing for the long term 

risk. Mitsubishi Corporation has been arranging its scenario for the short term risk for 

each business unit. However, as dealt in the very early section, “business strategy and 

risk management”, the ultimate goal of a company or a business is to ‘make the highest 

profit’ and ‘sustain the profit or business for long’. To achieve that goal, Mitsubishi 

Corporation needed to be prepared for the long term risks that can happen any time. 

Especially, it is sorry for Mitsubishi Corporation not to be prepared for such resource 

price collapse since this was the issue expected from long ago.  
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V. Conclusion 

<Table 3> Strategy and Risk of Mitsubishi Corporation 

 Stage I Stage II Stage III 

Strategy 

 Diversification of 

Products and 

Business division 

 Function: Trading 

 Oversea 

Expansion 

 Function: 

Organizer 

 Value Chain 

achieved 

 Function: 

Investment 

Risk 
Dissolution of 

Conglomerate 

Mad Inflation and 

damaged reputation & 

“decline of GTCs” 

Collapse  of  

resource price 

Category 

of Risk 
Holistic View Non-financial Long term 

 

 H1: Environment → Business Strategy (Change in Functions, products/business 

division, vertical integration, oversea expansion) → Performance↑  

 TRUE 

First hypothesis was that the business strategy of the company will change 

according to the external environment. This research studied the whole business history 

of Mitsubishi Corporation, dividing it into 3 stages. From the whole stages, it was seen 

that the organizational structure (business division) and competitive strategy (functions 

and vertical integration) changed according to external management environment. First, 

organizational structure is proved to be changing according to the management 

environment. Business division is diversifying throughout the 3 stages. Thanks to the 

diversified business divisions (or groups), Mitsubishi Corporation were able to cope 

with the changes in external environment relatively steadily and generate continuous 

profit. While the company in Stage 3 showed that high dependency in natural resources 
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resulted in the failure of risk management, the company itself strongly stated its will to 

expand living essentials division even by appointing its president (CEO) who used to 

work for the division. Anyway Mitsubishi Corporation has been selecting and 

concentrating on their flagship industry according to economic trends. Table 3 

summarized the whole changes throughout the stages.  

At Stage 1, Mitsubishi Corporation actively diversified its business divisions 

until World War II. Coal mining and shipping industries were the main business then 

because of the military demands. Thanks to the active import and export or an early 

stage of globalization at Stage 1, Mitsubishi Corporation could cove various range of 

items from glass, paper and other exotic materials. At stage 2, business divisions and 

especially the items became diversified with the growth the Japanese economy. In the 

previous chapter, Table 2 showed that Mitsubishi Corporation’s items changed from 

light industries, heavy industries to the high-tech industries. From Table 2, we could 

suggest that Mitsubishi Corporation would have adjusted its business divisions 

according to the then popular industries. Stage 3 proved the change in business 

structure conclusively by adding living essentials groups. As the per capita 

consumption of meat is on the rise, the more feed grains were needed. Mitsubishi 

Corporation read this flow in advance and started to hop in this food business too. Thus 

new business group was added. Such changes showed business group of a company 

can be added or cleared up according to the social and economic flow.  

Also functions and vertical integration -which are represented as the 

competitive strategy- also changes in accordance with the external environment. In the 

beginning or at Stage 1, Mitsubishi Corporation started off as a mere trading company. 

However, undergoing the dissolution and the self-exporting of small and medium sized 
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company let Mitsubishi Corporation to recognize their commission business would be 

no longer profitable. Thus, Mitsubishi Corporation soon turned their eyes on the 

organizer function, making best advantage of their information and foreign network. 

Further in Stage 3, the company came to know that they can also invest directly in 

those companies especially related in their value chains. Through aggressive M&A and 

investment, Mitsubishi Corporation able to become complete and the biggest 

shareholder of their products. By achieving the value chain, the company reduced its 

commission fees. Also by investing, the company maximized the profit in the value 

chain.  

From these, the study proved that the business strategies such as 

diversification in business divisions, functions and even vertical integration results 

from changing external environment. Moreover, since the strategy fit the changing 

environment, the performance of the company went up. 

 H2: Environment → Risk Management ↑ → Performance ↑ 

 TRUE 

Secondly, the study assumed that the easily changing environment means 

higher risks. Thus risk management or risk policies should be flexibly changing in 

accordance with the environment, which will resulted in the higher performance of a 

company. Mitsubishi Corporation’s repeated failure in risk management proved H2 

was right. After World War II ended, at the end of Stage 1 and in the beginning of 

Stage 2, the whole Mitsubishi Conglomerate was dismantled as it was pointed as a war 

criminal company by GHQ. This showed that Mitsubishi Corporation were not really 

prepared for the holistic risks. Until then and even until 2000s, Mitsubishi Group as a 
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whole was only interested in the risk of each business unit. Therefore, the company 

was not really ready to cope with the bigger risk come to company as a whole.  

In Stage 2, it showed that it was still not ready for the non-financial risk or 

reputational risk. The company was blamed for mad inflation in Japan and harsh 

financial regulation was given to it. Ironically, non-financial risk actually became the 

financial risk to the company. Worse, as the small medium company started its own 

oversea business, the rumor “decline of GTC” seemed to be realized. 

In Stage 3, very recently in 2015, the net profit of Mitsubishi Corporation 

plunged due to the collapse of resource price. While there were a lot of opinions on 

decline of resource price were going on, Mitsubishi Corporation seemed to be not 

prepared until then. This showed the company should have long term insight when 

dealing with each business section. Mitsubishi Corporation had to be decreased its high 

profit dependency on resource business in advance and had to slowly expand living 

essentials like Itochu did. Risk portfolio and long term analysis on its business division 

was proved to be poor from this failure.  

Since the late 1990s, Mitsubishi has introduced its original risk management 

to systematically manage this risk. Probably thanks to this ERM (Enterprise Risk 

Management) the net profit in 2000s is kept in the range of 2000 to 3000 billion yen. 

Nonetheless, this does not mean risk management system of Mitsubishi Corporation is 

complete enough. Rather, it still has lots of loopholes in it and failure in 2015 clearly 

proved that. Even this study suggests what kind of risk should be considered to 

maintain GTC business. Not only holistic view, but also non-financial risks and long 

term risks should be managed. At the same time it seems urgent to define the types of 

risks that Mitsubishi Corporation is facing. Then the company should set up solutions 
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for each risks including the above category of risks suggested in Table 3.  

Risk Management is especially important for GTCs because of so many items, 

locations and even functions. Sometimes such risk factors mix up and threat the 

sustainability of a company. Thus, GTCs should be more aware of such risks and 

prevent them in advance. In terms of that, the study has its limitation. Further studies 

should be done on the classification of risks.
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국문초록 

 

미쓰비시 종합상사의 위기관리와 경영전략 

 

한지명 

서울대학교 국제대학원 

국제학과 국제협력전공 

 

종합상사는 일본과 한국에서만 나타나는 독특한 기업형식이다. 일본종합

상사는 본래 무역 중개수수료를 주된 수입으로 하는 기업이었으나 1990년

대부터 시작하여 투자회사로서의 면모를 갖춰 나간다. 특히 그 중에서도 미

쓰비시상사는 2015년까지 항상 일본의 최고 당기순이익을 기록하는 거대종

합상사이다. 하지만 갑작스레 미쓰비시상사의 당기순이익은 2016년 3월 기

준 일본 5대 상사 중 최하위로 떨어지면서 역대 최악의 적자를 맞이하게 

된다. 이 사실로부터 두 가지 의문점이 생긴다. 첫째, 무엇이 미쓰비시상사

를 2015년까지 일본 최고, 최대의 상사로 만들었는가? 둘째, 무엇이 그러한 

미쓰비시상사를 1년만에 갑작스레 적자로 빠뜨렸는가? 

 본 연구에서는 상기 첫 번째 질문에 대한 대답을 미쓰비시상사의 경영전

략에서 찾는다. 미쓰비시 상사는 처음으로 창립된 순간부터 지금까지 4개의 

큰 경영전략 틀을 가지고 있다. 상품과 사업부문의 다각화, 기능의 다양화, 

적극적 해외 진출, 벨류 체인(Value Chain)의 완성이 그 전략들이다. 본 연
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구는 미쓰비시상사의 경영사를 3단계로 나누고 각 단계에서 어떠한 전략들

이 어떠한 배경에서 만들어졌는지를 본다. 또한 이러한 전략들이 당시 외부

환경에 적응하기 위한 적합한 것이었는지를 판단한다.  

이러한 전략에도 불구하고 미쓰비시상사는 끊임없이 위기관리에 있어서 

약한 모습을 보여왔다. 본 연구는 그러한 위기관리의 3가지 문제점을 짚어

낸다. 첫째, 미쓰비시상사는 총체적(holistic) 위기관리를 하지 못하고, 각 

사업 단위의 위기를 단편적으로만 보고 있다. 이러한 약점은 1945년경 재

벌 해산 명령이 내려졌을 당시 미쓰비시상사에게 큰 타격을 가져온다. 둘째, 

평판 위기와 같은 비(非)자금적 위기에 대한 대비가 안된 상태였다. 마지막

으로, 장기적 위기관리 능력이 필요하다. 이러한 3가지 위기관리 능력 부족

을 각 경영사 단계에서 다루고 있으며, 이는 미쓰비시상사의 위기관리가 가

진 많은 약점들 중 소수에 불과할 수도 있다.  

 

주요어 : 일본종합상사, 미쓰비시 상사, 전략적상황이론, 경영전략, 위기관리 

학  번 : 2014-24304 
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