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Our first transistor radio of 1955 was small and practical- not as small as some of our later efforts, but 

we were very proud of it. I saw the U.S. as a natural market. I took my little $29.95 radio to New York 

and made the rounds of possible retailers. 

 

While making the rounds, I came across an American buyer who looked at the radio and said he liked it 

very much. He said his chain, which had about 150 stores, would need large quantities. He asked me to 

give him a price quotation only on quantities of 5,000, 10,000, 30,000, 50,000 and 100,000 radios. 

What an invitation! 

 

But back in my hotel room, I began pondering the possible impact of such grand orders on our small 

facilities in Tokyo. We had expanded our plant a lot since we outgrew the unpainted, leaky shack on 

Gotenyama (a hill on the southern edge of Tokyo). We had moved into bigger, sturdier buildings 

adjacent to the original site and had our eye on some more property. But we did not have the capacity 

to produce 100,000 transistor radios a year and also make the other things in our small product line. 

Our capacity was less than 10,000 radios a month. If we got an order for 100,000, we would have to 

hire and train new employees and expand our facilities even more. This would mean a major 

investment, a major expansion and a gamble. 

 

I was inexperienced and still a little naïve, but I had my wits about me. I considered all the 

consequences I could think of, and then sat down and drew a curve that looked something like a 

lopsided letter U. The price for 5,000 would be our regular price. That would be the beginning of the 

curve. For 10,000 there would be a discount, and that was at the bottom of the curve. For 30,000 the 

price would begin to climb. For 40,000 the price per unit would be higher than for 5,000 and for 

100,000 units the price would have to be much more per unit than the first 5,000. 
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My reasoning was this: If we had to double our production capacity to complete an order for 100,000, 

and if we could not get a repeat order the following year, we would be in big trouble, perhaps bankrupt, 

because how in that case, could we employ all the added staff and pay for the new and unused 

facilities? ... It was a conservative and cautious approach, but I was convinced that if we took a huge 

order we could not make enough profit on it to pay for the new facilities during the life of the 

order. Expanding is not such a simple thing as- getting fresh money would be difficult.  In Japan, we 

cannot just hire people and fire them whenever our orders go up or down. We have a long-term 

commitment to our employees and they have a commitment to us. 

 

I returned the next day with my quotation. The buyer looked at it and blinked as though he couldn’t 

believe his eyes. He put down the paper and said, patiently, “Mr. Morita, I have been working as a 

purchasing agent for nearly 30 years, and you are the first person who has ever come in here and told 

me that the more I buy the higher the unit price will be. It’s illogical!” I explained my reasoning to him, 

and he listened carefully to what I had to say. When he got over his shock, he paused for a moment, 

smiled, and then placed an order for 10,000 unit price-which was just right for him and for us. 

 

Akio Morita is the chairman of Sony Corporation.  

 

 

 

 

 

This reading is adapted from the following sources: 

• Akio Morita with Edwin M. Reingold and Mitsuko Shimomura, Made in Japan, Penguin, 

1988 

• Luke M. Froeb and Brian T. McCann, Managerial Economics: A Problem Solving Approach, 

Thomson South-Western, 2008 (p. 87) 

• Course notes from Kierznowski, available from: 

http://www.charterschool.org/teacher/mkiersznowski/documents/Activity3-7-

1Longrunaveragecostcurves.doc 

 

 

 


