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ABSTRACT

Society 5.0 is a human-centric initiative fto exploit cutting edge communication and automation
technologies for the sake of the whole society with the collaboration of stakeholders from public, civil and
private sectors. Social innovativeness plays an important role in this social initiative whose common
strategic goal is to generate benefits both in social and economic terms in order to build a super smart
society that continuously provides people with new value offerings. In this concern, the organized members
of the society, i.e. public, private and civil sector organizations as the real providers of these social values
need to craft innovative strategic approaches to adapt the newer contingencies of Society 5.0. The aim of
this study is to develop propositions on such critical strategic choices pertaining to strategy selections,
combinations, revisions, and reconfigurations.

Keywords: Society 5.0, Social Innovativeness, Combination Strategy, Strategic Flexibility, Learning
Capadbilities, Strategic Reconfiguration

INTRODUCTION

Recent technological developments, especially within the last decade brought new perspectives on both the
industry and the society. The concept of Industry 4.0, also known as the fourth industrial revolution was
first introduced at Hannover Fair in 2011 (Xu et al., 2018). Aiming to establish intelligent, self-regulating,
and interconnected (Miiller et al., 2018), namely smart factories, Industry 4.0 can also be accepted as the
combination of key technologies such as, cyber-physical systems (CPSs), the industrial internet of things
(IToT), artificial intelligence (AI), cloud computing, cognitive computing (Lampropoulos et al., 2019), big
data and advanced data analytics. Again, in 2011, the U.S.A launched the Advanced Manufacturing
Partnership (AMP) that aims to create collaboration between academia, industry and government and
catalyze development and investment in the emerging technologies, which will enable high quality
manufacturing and enhance global competitiveness. In the further step, the U.S. also launched the National
Network for Manufacturing Innovation (NNMI) Program in 2013 (Fukuda, 2019) while Germany
announced a strategic initiative to take a pioneering role in the industries that are revolutionizing the
manufacturing sector in the same year (Xu et al.,, 2018). All these developments in general serve as
digitalized production and communication tools and networks that can act autonomously and control
efficiently most of the complex operations to attain related strategic goals (Erol et al., 2016). These key
elements of digital transformation all together seem to trigger both positive effects to utilize and negative
effects to try to avoid in our business and social lives (Alpkan, et al., 2017). Accordingly, Japan paid
attention to the U.S.A's and Germany’s policies (Fukuda, 2019), also focused on taking the transformation
beyond industry. Society 5.0 was announced as a core concept in the 5th Science and Technology Basic
Plan that was adopted by the Japanese Cabinet in January 2016 (Onday, 2019), aiming to build a super-
smart society in which new knowledge and values are continuously created to contribute to economic
growth and social welfare (Fukuda, 2019). The Japanese concept of Society 5.0 tries to make use of the
positive effects of this digital transformation for the sake of the whole society with the objective of forming
a human-driven society where individuals can appreciate a completely dynamic and agreeable high caliber
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of life (Onday, 2019). In such a new social and business setting, each member of the society would expect
and demand customized innovative solutions with affordable prices; and those strategists and entrepreneurs
who can shape, adapt, evolve, and respond effectively to this new normal would survive. Opportunities in
the dynamic local and global markets are abundant; and rapid developments in automation technologies
enable firms to develop at the same time quality improvement, cost reduction and customized flexible
production leading to a much higher performance. Meanwhile, automated work procedures decrease the
value of human labor leading to deskilling and unemployment (Alpkan et al., 2020). Organizations need
to reconfigure their strategic mechanisms and perspectives accordingly.

These recent developments based on advanced research and innovation launched a new era that made
innovativeness a must for future competitiveness and prosperity for both business and social purposes. In
fact, strategy and innovativeness coupled and supported each other for decades before Industry 4.0 and
Society 5.0. However, nowadays and afterwards in parallel with the penetration of advanced digital
technology in our daily transactions, operations and activities within the societal and organizational life,
the role of strategic decisions, patterns, choices, and implementations directly related to innovativeness
become much more important. Innovativeness is a precondition for the ideal of super smart society where
strategists concern not only with their firms’ financial viability but also with the protection of the natural
environment and the just distribution of societal wealth (Serpa, 2019). Firm-specific innovation potential
and performance, therefore need to be enhanced via appropriate strategic configurations to produce
innovative solutions for the sake of the whole society and sustain their own competitive superiority.

Social innovations seem to be an integral part of Society 5.0 since they are addressing nowadays the unmet
needs of the disadvantaged members of the society by making use of creative recombinations of advanced
digital technological developments. Innovations in Society 5.0 need to be more sensitive to societal and
environmental problems, in the form of more responsible i.e. sustainable, frugal, openness, and social
innovations (Salgues, 2018). Indeed the digital revolution or Industry 4.0 brought about a disruption in
classical operations that increases on one hand the cost efficiency, speed of delivery, quality, flexibility,
innovativeness, profitability etc., in general. However, on the other hand, it has already begun to wipe out
some classical jobs, creating some newer ones with short-term employment contracts and diminishing
social security commitments of the employers especially since the recent global crisis in 2008-2009 and
afterwards. Then some newer but permanent problems occurred in employment, social security, purchasing
power, tax collection, public and household debts, etc. The opportunities brought by newer technologies
and threats posed by permanent global recessions could be balanced with a possible synergy that could be
created by newer social collaborations among different societal stakeholders. In this concern, social
innovations, i.e. newer solutions to social problems in the form of new ideas, projects, models, processes,
products, services, etc., especially for the sake of disadvantaged people are the fruits of a six-step process.
These steps are as follows: (1) diagnosing the social problems and their root causes; (2) development of
new ideas in response to these social needs; (3) testing and evaluation of the effectiveness of new solutions
in meeting social needs; (4) sustaining, (5) scaling up of effective social innovations and (6) a systemic
change. The resulted social innovations may include open source software for education, crowd source
investments for development, co-produced care for the elderly, wearable solutions for disabled people etc.
(Mulgan, 2006; Murray, Caulier-Grice, Mulgan, 2010; Alpkan and Karacay, 2019).

Strategy development to enhance social innovativeness of the strategic decision units is a critical issue in
Society 5.0. Comprehensive and collaborative approaches are very important. In order to develop
organizational social innovation capacity, strategists need to concentrate on combined flexible strategies
with learning and reconfiguration abilities. The present study in this concern aims to develop propositions
about the relation of strategy making styles to innovativeness at the age of Society 5.0 especially pertaining
to combined strategic choice, flexibility, learning and configuration.

COMBINATION STRATEGY AND SOCIAL INNOVATIVENESS

A combination strategy is the joint pursuit of categorically alternative strategic choices. According to
Parnell (2010) if successfully combined, seemingly contradictory or alternative generic strategies or
strategic typologies may utilize synergies to overcome any tradeoffs; otherwise, Porter (1980) warns us to
be stuck in the middle. Since the concept of innovation itself has already been defined as the recombination
of existing bodies of knowledge, appropriate combination of -for instance- generic competitive strategies
of low cost and differentiation may help firms produce social innovations to satisfy the ideals of Society
5.0. According to Pertusa-Ortega, Molina-Azorin, Claver-Cortes, (2009) this hybrid strategy approach may
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lead to higher performance, especially when innovation differentiation is one of the combined strategic
options. Moreover, the same researchers in another study emphasize that process or product innovations
may favor both cost reduction (more efficient processes) and differentiation (Claver-Cortes, Pertusa-
Ortega, Molina-Azorin, 2012). Meanwhile Agyapong and Amanor, (2016) indicate that generally those
firms having internally higher past performance and present potential i.e superior organizational capabilities
and facing externally lower amount of competition in a growing marketplace are likely to adopt such types
of hybrid or combined strategies.

Reconciliation of alternative strategic options is an inevitable necessity when opportunities and threats are
simultaneously abundant in the highly dynamic marketplace. Especially at the age of Society 5.0
combination strategies can be developed and implemented to satisfy the unmet needs of disadvantaged
members of the society where resources are limited but technological opportunities and solutions are rapidly
developing. Following only the differentiation strategy may also produce beneficial results concerning the
specific needs of different societal groups; however, it would be very difficult to improve and sustain the
quality of the newly provided social value, if it is not cost efficient for the producers and affordable by the
users. In addition, the price premium that is necessary to be collected from the buyers that prefer
differentiated products and services would not be sufficient in every segment. Therefore, differentiation
alone is not sustainable especially when innovations are done for the sake of the disadvantaged groups of
users with limited purchasing power. Moreover, some radical innovations with much higher price premium
are firstly and mostly used by a limited group of privileged buyers within the society; and they can only
very lately penetrate low cost focus segments. In this concern, thanks to the digital technologies, available
today, firms can concentrate at the same time once seemingly contradictory dual capabilities to pursue
combination strategies effectively and efficiently. For instance, even without economies of scale, unit costs
can be controlled by new material, design, manufacturing, promotion and delivery methods that might also
increase speed and flexibility. In addition to these inner synergies, inter-organizational collaboration to
supplement and complement necessary innovative capabilities for a common social cause would contribute
to social innovativeness. Accordingly, the joint pursuit of low cost and differentiation strategies by different
independent but collaborating strategic decision units of the same society i.e. public, private and third sector
organizations seems to be able to produce at the same time exploitative and exploratory innovations to
contribute to the formation of a human-centered super smart society where public or private monopolies,
networks or platforms do not dominate. Therefore, we propose that:

P1: Firms that implement combination strategy will be more socially innovative than firms that follow only
differentiation strategy in Society 5.0

STRATEGIC FLEXIBILITY AND SOCIAL INNOVATIVENESS

Strategic flexibility is the ability to cycle between implementation and formulation in order to be able to
increase organizational adaptability to the rapidly changing external environment by taking a few tentative
steps, and then to refine the strategic plans in line with the feedback received (Sharfman and Dean, 1997).
This flexibility in strategy and operations can enable organizations to respond quickly and effectively to
the foreseen or unforeseen changes in the competitive marketplace without sacrificing efficiency (Golden
and Powell, 2000). Likewise the concept of innovation itself is by nature unpredictable and can only be
facilitated by a flexible approach to strategic planning (Barringer and Bluedomn, 1999; Dibrell, Craig,
Neubaum, 2014). Especially flexible plans and implementations leading to episodes of trial and learning
from failures (Alpkan and Dogan, 2008) and accordingly, taking preventive and corrective actions would
both trigger incremental improvements and provoke radical innovations.

The already well-established recent literature on the strategic planning flexibility-innovativeness relation
can also be extended to social innovativeness in the much more dynamic and unpredictable era of Society
5.0. Nowadays, firms should rapidly respond to the day-by-day changes in their ecosystems at a tremendous
speed (Harayama, 2017). According to Fukuda (2020) there has been a continuous global trend of
organizational flexibility to cope with this rapid change since the beginning of this century in the form of
modularity, downsizing, open innovation, spin offs, outsourcing, etc. Together with re-organization efforts
regarding the internal structure and culture, organizations nowadays try to establish also strategic
partnerships with their counterparts to get more agile and flexible in their operations and produce innovative
solutions. This necessitates both intra-organizational and inter-organizational flexible and joint data
processing and planning. Present technological solutions including cloud computing, big data analytics,
blockchain governance systems, real-time planning, etc. provide vast opportunities to plan and implement
7
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flexibly. The resulting flexible cycle of rapid decision making, planning, implementing, revising, re-
implementing, etc. can be effectively managed not only relying on the ability to plan with advanced tools
and techniques but also on the ability to get and share big data with different societal stakeholders.
Accordingly, public-private-third sector collaboration for social innovativeness can be very beneficial if
joint flexible plans are rapidly revised and improved during implementation. Social innovation can be
attained and sustained at the end if strategic partners can dedicate time and concentration to discuss and
make sense about the social impacts of their plans and actions just for the sake of the society before rushing
for a new phase of planning. Therefore we propose that:

P2: Firms that adopt flexible strategic planning will be more socially innovative than firms that follow rigid
strategic planning in Society 5.0

STRATEGIC LEARNING AND SOCIAL INNOVATIVENESS

Strategic learning is one of the critical abilities behind innovative achievements. The ability to learn faster
than the competitors may be the only sustainable competitive advantage; and organizational learning (i.e.
collective learning and shared understanding) contributes to the emergence of some unique combinations
of organizational skills that make it possible to utilize them in multiple applications, in developing new
products and entering new markets (De Geus, 1988). According to Prahalad and Hamel (1990), a core
competency is a harmonized combination of multiple resources and skills that distinguish a firm in the
marketplace, and unlike physical assets, competencies do not deteriorate as they are applied and shared;
quite the contrary they grow. Organizations are not combination of departments or product units, but sets
of skills and capabilities that should not be outsourced (Prahalad and Hamel, 1990). Organizational need to
process knowledge to improve organizational performance and also to change behavior to reflect the new
cognitive state in response to environmental changes (Jerez-Gomez et al., 2005). Moreover, it is important
for companies to have dynamic capabilities in an ever-changing and developing environment. According
to resource-based view, human capital and social capital are critical organizational resources that are
inimitable and valuable (Delery and Roumpi, 2017). Adapting to drastic changes at the Society 5.0, also
requires using these resources and capabilities effectively.

According to Teece et al. (1997) dynamic capabilities are the firm’s ability to reshape competition by
integrating, building, and reconfiguring competences, by addressing rapidly changing environments, and
by achieving innovative forms of competitive advantage. Presence of both high uncertainty and high
complexity at the same time demands a range of capabilities (Tidd, 2001), as in the Society 5.0. For
instance, sensing capability is a distinctive capability of a firm to sense and identify opportunities and
options in its scanning, searching and exploring across technologies and markets for its new product
development (Teece, 2007). Once a market opportunity is identified, it must be addressed with new
products, which require a decision to update existing operational capabilities with learning, and new
knowledge and skills (Pavlou and El Sawy, 2011). Sensing new opportunities by scanning the market
trajectories, technological developments, and supplier competitor responses and by understanding latent
demand and the structural evolution of industries and markets is very beneficial to be innovative (Zhou et
al., 2019). However it is also necessary then to seize opportunities (by renewing value offerings within the
business model and by capturing completely possible profits from innovation) and to manage threads and
reconfiguration (by co-specializing of complementary assets and by improving incentive and knowledge
sharing procedures) (Teece, 2007).

According to Mintzberg et al. (1999), “analysis” (sensing) should be reserved for organizational
management in a relatively stable environment, whereas “synthesis” (emergent learning) should be used in
a dynamic and turbulent environment. In terms of innovativeness, a firm should be open to internalizing
new concepts, products, and procedures, ready to transform and adopt latest technology and trends
(Alshanty and Emeagwali, 2019). Innovation occurs as a result of using new knowledge and technologies.
While sensing capabilities help analyzing the market with existing knowledge and create potential actions,
learning capabilities enable firms taking innovative actions by adding new knowledge learned to the
existing. According to Lin et al (2013) learning capability is the combination of practices that promote
intra-organizational learning among employees, partnerships with other organizations that enable the spread
of learning, and an open culture within the organization that promotes and maintains sharing of knowledge.
This ability to learn is difficult to imitate by the competitors; and it leads to both innovation and competitive
advantage (Weerawardena, 2003; Lin et al., 2013). As can be seen, both capabilities provide companies an
advantage in terms of innovation. However, in a dynamic environment such as Society 5.0, where today’s
8
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innovation practices will not be relevant, developing continuous learning capabilities will open up more
innovation avenues than just developing sensing capabilities. Opportunities for social collaboration,
information-sharing, open innovation, etc. are abundant at Society 5.0 and those organizations that cannot
seize them cannot sustain also their social innovativeness if any. Therefore, we purport that:

P3: Firms that develop learning capabilities will be more socially innovative than firms that develop only
sensing capabilities in Society 5.0

STRATEGIC RECONFIGURATION AND SOCIAL
INNOVATIVENESS

Core capabilities if not reconfigured and upgraded may turn one day into core rigidities that hinder new
knowledge integration and innovation since they are so deeply rooted in the organizational culture and
memory that managers cannot even attempt to change them because of path dependency (earlier
specialization and well established routines), competency trap (over relaying on current capabilities and
over concentration on familiar technologies, current expertise), or biased evaluations about external
developments e.g. new technologies, changing customers’ expectations (Leonard-Barton, 1992; Carli ,
2012). However to be able to address emerging threats and opportunities, organizations need to develop an
ability to reconfigure existing assets and develop the new skills (O’Reilly and Tushman, 2008).

Galbraith et al. (2001) argue that dynamism necessitates successful management of strategic
reconfigurations by redesigning the four critical aspects of organizational functioning. First, the
organizational structure to serve the creation and capture of intended value proposition via either one or
combination of function, geography, product or customer centered structures, and secondly the processes
and lateral capability to supplement vertical relations with horizontal coordination and teamwork
mechanisms should be redesigned. Then, the salary and reward systems to ensure that members of the
organization are aware and motivated to achieve strategic goals (and not to provoke unintended behaviors),
and fourthly, the HR Practices to appease the inevitable employee concerns during the reorganization
process by designating competent managers and upgrade staff abilities to handle new challenges should be
reconfigured.

Similarly, according to Lam (2011) organizational and managerial processes—integrating, learning and
reconfiguration—are the core elements that underpin firms’ innovative performance by rapid
reconfiguration of human resources to align with shifting market requirements and technological changes;
this may be possible only with the ability to reconfigure the knowledge base rapidly to deal with high levels
of technical uncertainty, and to create new knowledge in order to produce novel innovations in emerging
new industries. Successful reconfigurations may be assumed also as a kind of organizational innovation
that would lead also to process and product innovations. If done just for the sake of the societal stakeholders
these rearrangements may trigger new types of social consortia, collectives or project organizations. The
ability to coordinate complex societal relations to create synergies out of scarce resources necessitates
beforehand openness to change, social intelligence, human capital, and dedication among different
collaborators within the society. The resulting innovation is social before organizational. Otherwise keeping
existing positions based on closed innovations may condemn organizations to fade away. Therefore, we
assert that:

P4: Firms that can reconfigure their position and structure will be more socially innovative than firms that
prefer to keep them unchanged in Society 5.0

CONCLUSION

Society 5.0’s main goal is to attain a society where both economic and social problems are solved with a
human-centered approach (Fukuyama, 2018). This may be possible only if organizations put socially
innovative efforts to get this common goal together. Organizations, as the building blocks of the societies
(Baum and Rowley, 2002), and holding a variety of forms, goals and strategies, members, technologies,
size, culture, etc. (Daft, 2010), should be managed in a synergetic and voluntary coordination for a higher
advancement through Society 5.0.

As social innovation practices require both differentiated and accessible solutions for each segment and/or
even each member of the society, generation and implementation of most suitable strategies are very
critical. Satisfactory results would be brought by the adoption of a dynamic combination of seemingly
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alternative strategies. On the other hand, the organizations that aim to deliver both incremental and radical
innovations for the variety of social problems, would also be open to face with a high level of uncertainty,
even in their daily-basis decisions. In that sense, strategic flexibility has to be assumed as a core asset in
responding the uncertainty and rapid changes that will take place in the environment and within the
organizations. As another result of the instable environmental conditions, internal dynamics, and open
resources of knowledge at the age of big data, organizations need to gather and process new knowledge
continuously. In this concern, only joint and continuous learning capabilities can trigger and develop social
innovativeness. However, over relying on current capabilities may lead to develop core rigidities that might
underpin path dependency and local embeddedness. Therefore, a collaborative environment with necessary
organizational and/or inter-organizational abilities to reconfigure strategic positions and organizational
structures should be accepted as a suitable milieu where social innovations can flourish and sustain.

In the pursuit of Society 5.0, a human-centric society, where stakeholders enjoy a high quality of life
(Fukuyama, 2018), organizations should develop above mentioned strategy-related characteristics to solve
economic and social challenges with social innovations. Firstly, organizations need to formulate
combination strategies which are innovative fusions of already developed generic options. Secondly, they
have to adapt and revise their strategies flexibly to the merits of the changing situations. Thirdly, learning
capabilities and fourthly reconfiguration capabilities would bring sustainable social innovations. To
conclude, the formula of social innovativeness combines and revises, then learn and reconfigure the
organizational strategy for the sake of not only the organization but also the society.
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