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In August 2003, Eric Kim, executive vice president for global marketing operations at Samsung
Electronics Company (SEC), was delighted about Samsung’s latest position in BusinessWeek’s annual
ranking of the world’s most valuable brands: “We are number 25 this year with an estimated
valuation of $10.8 billion, up from number 34 and $8.3 billion last year. We are the only Korean brand
on the top 100 list, we were the fastest-growing of all 100 brands in 2002, and we’re closing in on
Sony, which is ranked at 20 this year with a $13.2 billion valuation compared to 21 and $13.9 billion
last year.”

When Kim became the head of marketing in 2000, Samsung was not even ranked. “Ten years ago,
Samsung was a third-tier commodity brand with very little product differentiation,” noted Kim.
“Now, we're knocking on the door of the premier.league, earlier than I ever thought possible.” Kim
and the top management of Samsung would be meeting soon to discuss how Samsung could reach
the top 10 by 2005, completing the company’s transformation from an also-ran into a blockbuster
brand. Kim’s job was to lead Samsung’s global-marketing and brand-building efforts in order to
achieve this goal. As Kim explained: “Achieving a high level of awareness is the first step. We have
done this. But becoming a truly preferred brand is a whole different challenge.”!

Company Background and Strategy

The Samsung conglomerate’s roots dated back to 1938 when the company produced agricultural
products. In the1970s, the company focused on shipbuilding, chemicals, and textiles.

Samsung Electronics Company (SEC)? was founded in 1969, primarily as a low-cost manufacturer
of black and white. televisions. In the 1970s, Samsung acquired a semiconductor business, thereby
setting the stage for future growth in electronics. Throughout the 1980s, SEC supplied global markets
with massive quantities of commodity products such as televisions, VCRs, and microwave ovens. The
company sold its products to original equipment manufacturers (OEMs) that resold them under their

! “Samsung Electronics Marketing Special: Brand Reloaded—analyzing the world’s fastest growing brand,” CLSA Emerging
Markets, May 2003.

2 All references to Samsung or SEC refer to Samsung Electronics Company and not to other affiliate companies or the Samsung
conglomerate.
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own, better-known brand names. During this time, the company’s mission increasingly emphasized
manufacturing quality and technical leadership, especially leadership among consumer electronics
companies. Profits from these activities were reinvested in research and development (R&D) and in
state-of-the-art manufacturing and supply-chain activities.

In 1997, in the wake of the Asian financial crisis, SEC sales were $16 billion with negative net
profits. At this time, the very survival of the company seemed in jeopardy, prompting major
restructuring efforts. Samsung’s debt of $15 billion in 1997 had been dramatically reduced to $4.6
billion by 2002. In this period, net margins rose from —-3% to 13%.

In fact, the Asian financial crisis provided the impetus necessary for change, forcing company
executives to dismiss 29,000 workers and to sell off $2 billion worth of corporate assets. As Kim
explained, “The economic crisis, in my view, impressed upon people the need for a system that could
create a resilient and enduring value proposition unique to Samsung—products that would
distinguish us from our competitors.”?

In 2002, Samsung recorded net profits of $5.9 billion on sales of $44.6 billion, compared with $2.8
billion and $28 billion in 1999. (Exhibit 1 shows the growth in revenues and profits between 1997
and 2002.)

By 2003, Samsung was the most widely held stock among all emerging market companies due in
part to relatively transparent disclosure practices. Over half of Samsung shares were held outside
Korea, and the stock price had increased tenfold between 1997 and 2002. The company had a market
capitalization of $41 billion in 2002, making it the largest Asian electronics company by this measure.

SEC Chairman Kun Hee Lee led the transformation. In 1993, Lee launched the “new management
initiative,” which set out to remake Samsung as‘a global business leader. It was the changes that
followed from this initiative/that saved the company during the Asian financial crisis and
streamlined the company into a profitable enterprise. Throughout the 1990s, Lee demanded the
rethinking of key fundamentals and set the stage for long-term commitment to investment in
innovative, premium products and brand value. Following the chairman’s new management
initiative and the appointment of Yun Jong Yong as vice chairman in 1997, the company pursued a
bold combination of strategies, many of which seemingly contradicted conventional wisdom.

Vertical Integration

Instead of outsourcing/production to external suppliers and thereby transferring the capital
investment and inventory risk, Samsung remained committed to manufacturing as a core
competence. “If we get out of manufacturing, we will lose,” Yun stated. “Everyone can get the same
technology now. But that doesn’t mean they can make an advanced product.”*

Between 1998 and 2003, Samsung invested $19 billion in new chip factories. In June 2003, the
company unveiled plans to invest $17 billion in manufacturing facilities for TFT-LCDs (used in
products such as flat-screen TVs and computer screens) over the next 10 years. Samsung ensured
that its plants remained competitive by forcing them to compete with outside companies for internal
business. For example, an internal manufacturing group competed with Sumitomo Chemical
Company of Japan to supply the company with its color filters.

3 “Samsung Electronics Marketing Special: Brand Reloaded—analyzing the world’s fastest growing brand,” CLSA Emerging
Markets, May 2003.

4 Quoted in Cliff Edwards et al., “The Samsung Way,” BusinessWeek, June 16, 2003, pp. 56—-64.
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Samsung was also flexible in its choice of plant locations. For example, to keep costs low,/the
company operated 12 manufacturing plants in China by 2003. Similarly, R&D facilities were set up in
India to take advantage of the country’s abundance of relatively low-cost human capital, especially in
the technology sector.

Commoditization and downward pressure on prices and margins argued against vertical
integration. To avoid the commoditization trap, Samsung customized as'much production as
possible. For example, over half of its memory chips were special orders for Dell, Microsoft, and even
Nokia. As a result of customization and reliable, timely supply of chips, Samsung’s average prices
were 17% above industry levels. The mobile telephone market (was another category in which
Samsung prices were higher than the industry average.

Samsung viewed vertical integration and the investment in manufacturing facilities and research
and development not as a fixed cost but rather as a source of flexibility and control over the entire
production process. While the typical model was to outsource manufacturing and focus on core
competencies, Samsung emphasized manufacturing as a core competency in its own right.

Hardware Focus

Unlike rivals such as Sony and Apple, Samsung decided not to develop proprietary software and
content such as music, movies, and video games. Industry experts contended that, because hardware
life cycles were becoming even shorter, content offered higher margins. Samsung’s strategy, however,
was to focus on hardware and devices-and to collaborate with content providers when appropriate.
Samsung executives argued that this/“open architecture” approach resulted in customers being able
to access more software through its devices than its competitors” products. In addition, they pointed
to the increasing challenges associated with protecting proprietary content from piracy.

By 2000, Samsung’s top executives contended that they wanted to be as strong as Sony by 2005.
Software was becoming an increasing part of Sony’s overall business, differentiating it from
Samsung. Kim commented on Sony’s strategy as follows:

Sony has had 20 years more than Samsung to build its global brand and spends three times
as much as us on advertising each year. But, make no mistake, they have done a great job. We
all remember_the Sony Trinitron TV and the Sony Walkman as great, consumer-driven
innovations: At Samsung, we see no reason why we can’t have as strong a brand as Sony’s.
We're more diversified technologically than Sony, which gives us a better chance to exploit
digital convergence: Sony makes as many of its products in China as Samsung does. On the
other hand we have not invested in software and entertainment content, and we are not
involved in computer games, which, through PlayStation, represent one of Sony’s most
profitable categories. Perhaps as a result, Sony has more of a hip image than Samsung and a
stronger appeal to the youth market.

Product Breadth

Samsung’s product diversification differentiated the company from its competitors, many of
which focused on a single category. Nokia, for example, specialized in cell phones and was the
worldwide share leader. Sony was known best for consumer electronics, and Intel focused on chip
production. By contrast, Samsung R&D and manufacturing spanned multiple categories, as indicated
by the breakdown of sales and profits in Table A.
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Table A Breakdown of Samsung Sales and Operating Profits, 2002

Sales Operating Profits
Semiconductors $ 11B $ 3.1B
Telecommunications $ 11B $ 258B
Digital Media $13.9B $ 06B
Digital Appliances $ 3.8B $ 02B
Other $ 48B $ 0.4B

Source: Samsung Electronics Company.

The company had come a long way from the mid-1980s when it made cheap home appliances
including televisions, microwaves, and VCRs. Following SEC Chairman Lee’s 1993 new management
initiative, Yun refocused the company on innovation of higher-quality products across all categories
in 1997. This paid off. By 2003, the company was associated with the latest products, such as LCD
televisions and video cell phones. In 2002, the company received five awards for industrial design
excellence, tying for first place in number of awards. In all of its major product categories, Samsung
was one of the top three brands by market share (see Table B).

Table B Samsung Market Position by Category

Global Samsung
Category Market Share Rank Key Competitors
Big-Screen TVs 32% 1 Sony (25%), Mitsubishi (25%)
Cell Phones 10% 3 Nokia (36%), Motorola (15%)
Flash Memory 14% 2 Intel (27%), Toshiba (11%), Advanced Micro (10%)
LCD Displays 18% 1 LG Philips (17%)
MP3 Players 13% 3 Sonicblue (18%), Apple (17%), Creative (12%)
DRAM Chips 32% 1 Micron (19%)
DVD Players 11% 3 Toshiba (15%), Sony (14%), Panasonic (10%)
Microwave Ovens 25% 1 LG (22%), Galanz (19%)

Source: ..Adapted from “The Samsung Way,” BusinessWeek, June 2003, pp. 56-64.

Samsung was the number one global manufacturer of DRAM (the semiconductor chips primarily
used in PCs), SRAM (used in cell phones and handhelds), and NAND flash chips (used in products
such as digital cameras and MP3 players). This diversity enabled Samsung to ride out chip cycles.
NAND chips produced by Samsung were increasingly preferred over the NOR chips produced by
Intel because they could store three times the information for the same price. Samsung already
controlled over half of the NAND market, which was projected to reach sales of $7 billion by 2005.
Due to the increasing popularity of NAND technology, Samsung was closing in on Intel in terms of
flash chip revenues (see Exhibit 2).
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In the telecommunications arena, Samsung was the leading provider of the newest CDMA® digital
phones and of thin-film LCD displays, preferred for PCs, cell phones, and televisions. As a result,
Samsung became the preferred provider of cell phones to Sprint. In 1997, Sprint began selling SEC
phones carrying the Samsung brand name, like the SCH-3500, an extremely popular, silver clamshell
model.

In the $60 billion cellular phone industry, Samsung was a strong number three, closing in on
Motorola at number two. Samsung held 10% of the global market in 2002 (versus 2.7% in 1999).
Unlike other major cell phone manufacturers, Samsung was growing rapidly despite its higher prices.
Samsung produced only midrange and high-end cell phones, enabling the company to command
higher-than-average prices (approximately 20% higher) than either of the top two players, Nokia and
Motorola. Samsung was the first to introduce color-screen phones into the United States, in 2002.
While Samsung sales grew 51% in 2002, Motorola’s grew a meager 4%, and Nokia’s sales flat-lined.
Furthermore, while Samsung was number three in terms of handsets sold, it had recently surpassed
Motorola in terms of revenue. Mobile phones accounted for an increasing share of Samsung’s overall
sales.

Samsung had been a long-standing leader in liquid crystal display (LCD) televisions due to its
ability to mass-produce them at low cost. In 2003, .Sony, the global share leader in televisions for
decades, entered into a joint venture with Samsung to produce LCDs to avoid the extra capital
outlays needed to do its own LCD manufacturing. As Exhibit 3 demonstrates, high-end LCD
televisions were a growth category, and Samsung was reaping the benefits of its decision to mass-
produce them. In 2003, Samsung unveiled a. groundbreaking 57-inch LCD television, a size
previously untouched by this technology.

Digital Product Innovation

Under the guidance of the chairman, Lee, SEC management decided in the late 1990s that the
expected transition from analog to digital technology gave Samsung a once-in-a-lifetime chance to
catch its better-known rivals. He and his colleagues all but bet the company on digital technology.
Six years later, this resulted in a relentless flow of new digital products from the 17,000 scientists,
engineers, and designers who worked in Samsung’s R&D centers, an effort that cost $2.45 billion
annually. The investment in digital technologies through attracting and retaining top scientific talent
paved the way/for Samsung’s focus on premium products.

The most promising four or five new products in any year were designated pillar products and
received incremental marketing support. There were usually around 20 candidates for pillar-product
status. Developing a pillar product was a badge of honor for Samsung designers and engineers.
According to Lee, “In the past year alone, Samsung has brought to market a dazzling array of
products that represent ‘world-firsts” in their respective industries. In addition to leading the way
technologically, Samsung products are also setting new standards for quality performance and
award-winning design.”®

5 Code division multiple access (CDMA) was the leading digital wireless technology offered for cell phones in the U.S., South
Korea, Japan, and China. CDMA technology offered users several advantages including clearer voice communication and
more traffic on the network at higher speeds. Estimates indicated that over 100 million customers worldwide already used
CDMA technology on mobile devices.

6 Samsung Annual Report 2002.
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Thanks to the multiple technology capabilities of its many designers and engineers, speedier
decision-making processes, and fewer levels of organizational bureaucracy, Samsung could move a
concept from drawing board to commercialization in five months (compared with 14 months five
years earlier), twice as fast as its Japanese rivals. As a result, Samsung could refresh its product line
twice as often. Product life cycles shortened, and prices quickly fell as competitive products caught
up with the innovator. Yun labeled this the “Sashimi theory,” likening new technology products to
fish; they sell at high prices on the first day when they are fresh, but prices decline dramatically
thereafter.”

Yun explained: “In the analog era, it was hard enough for the latecomer to catch up.” Now, in the
digital era, “If you are two months late, you're dead. So speed and intelligence are what matter. The
jury is still out as to who the winners in the digital era will be.”8

Digital Convergence

Due to its focus on digital products across multiple categories, Samsung stood poised to become a
leader in the era of digital convergence.

The concept of digital convergence referred to two trends: the merging of different technologies
into one major product, and multiple technologies linked by one major network. Examples of the
former included the Palm OS-based Smart Phone, combining features of a cellular telephone and
Palm pilot, the “Dick Tracy” Watch Phone, and the SPH-i700 Camera Phone. Camera phones were
projected to reach 14% of the global cellular phone market by year-end 2003. The wireless handset
was thus becoming much more than a phone, and Samsung envisioned countless applications. In
front of the television, the device could function as a remote control and be used for programming.
Outside the home, the device could be used as.aroad map.

By 2003, Samsung had already brought a degree of convergence to many of its products,
providing groundbreaking innovations in many areas. The Wireless Home AV center allowed
consumers to surf the Web from their television screens. The “Systems-in-Package” semiconductor
combined a mobile central processing unit (CPU) NAND flash memory, and SDRAM for use in
mobile products. (A Samsung presentation on how digital convergence could impact consumers’
lives is reproduced in Exhibit 4.)

On a broader scale, Samsung envisioned a future when a single device could control all the
electronic devices in a household. To this end, Seoul’s Tower Place apartment complex was created to
demonstrate the possibilities of the digital household of the future. “We’re making the Jetsons a
reality,”® boasted Kim. Among many electronic amenities, the digital apartment complex offered
touch-pad- recognition screens instead of keys and a remote-control Home PAD operating all
electronic devices within the home.

Samsung envisioned that digital devices would themselves converge, as networks and services
had done. Single devices integrating multiple services would replace multiple devices. In addition,
digital convergence would lead to increasing connectivity of devices through wired and wireless

7 Pete Engardio and Moon Thlwan, “Samsung’s ‘Sashimi Theory’ of Success,” BusinessWeek, June 11, 2003.
8 Quoted in Cliff Edwards et al., “The Samsung Way,” BusinessWeek, June 16, 2003, pp. 56—-64.

9 Quoted in Hae Won Choi, “Samsung is Aiming to Make the Jetsons” World a Reality—Electronics Maker’s Big Push in
Home-Networking Market is a Bold Gamble to Beat Rivals,” The Wall Street Journal, September 16, 2003, p. B1.
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networks such as broadband. As a result, the number of services available to each user and,
consequently, potential revenue streams would both expand.

As Yun stated:

Digital convergence will lead to the ubiquitous network. Computing power will be
transplanted into devices we use personally and be applied to virtually everything we
encounter in our day-to-day lives. Samsung is uniquely positioned to exploit the potential
synergy that comes from being a leader in memory and displays, components, and wireless
and consumer electronics. We intend to be squarely at the center of this future society.

At this time, Samsung believed it was in a crucial race to capture the digital home.

Nevertheless, several challenges existed before digital convergence could become a reality
including product standardization and simplification as well as customer education on the benefits of
convergence. Additionally, digital convergence might render. obsolete many existing Samsung
products, while others might well be cannibalized.

Marketing at Samsung

Historically, Samsung had been a product-driven company that focused on manufacturing
existing products at lower cost than competitors and thereby built market share through scale
economies. In the early 1990s, the Samsung brand was not widely known outside of Korea; the
company sold its products primarily to OEMs rather than to consumers. At this time, there was only
nominal interest in developing the Samsung brand image globally. Around the world, Samsung’s
brand message was fragmented, and its logo'and presentation were inconsistent. Marketing budgets,
controlled by product managers, tended to be allocated to “below-the-line” price promotions
designed to meet short-term sales targets, rather than to long-term “above-the-line” brand building.

This changed with the 1993 “new management initiative” issued by the chairman, Lee. To
transform Samsung from a “cheap OEM” to a “high value-added products provider,” Samsung had
to develop strong brand power. Once costs were brought under control and new products began to
flow out of Samsung’s R&D pipeline, it became evident that Samsung could extract higher margins
by going to market under its own brand name, just as Sony had done. After his appointment in 1997,
Vice Chairman Yun led the companywide effort to convert the company’s product line from an
emphasis.on low-end commodities to high-end premium goods.

To be recognized as a premium brand required repositioning through an increased emphasis on
marketing: In. 1999, Yun therefore recruited an accomplished Korean-born general manager, Eric
Kim, as executive vice president of global marketing. Kim was born in Korea but had pursued a
successful business career in the United States in the technology sector, most recently as CEO of Pilot
Software.

Kim’s mission was to build the corporate brand image across 200 country markets and SEC’s 17
product-focused business units worldwide. Kim stressed the importance of viewing the brand as a
core strategic asset, “one that needs to be thought of strategically and built over time.” The objective
was to create a global brand; the Korean origin of the brand was not emphasized.

This document is authorized for use only by Ching Yang at University of Wales Trinity Saint David until April 2014.
Copying or posting is an infringement of copyright. Permissions@hbsp.harvard.edu or 617.783.7860.



504-051 Samsung Electronics Company: Global Marketing Operations

Top executives’ support for brand building was critical to Kim’s success. Kim stated: “There was
a clear conviction, from the very top, that the brand was one of the most important assets in ‘the
company and that they were prepared to support someone like me to make it grow.”10

Nevertheless, Kim faced major internal challenges. Despite prior efforts to emphasize the
importance of branding, the true value of marketing was not widely appreciated at Samsung when
Kim arrived. Kim realized that internal education about marketing would be fundamental to
achieving change:

Our managers believed that good products sell themselves, that marketing was nothing
more than selling, and that selling was only needed when you had‘a me-too or weak product. I
have worked hard for four years to educate our divisional managers on the role of marketing
and the value of developing and communicating superior solutions for our target customers.

We have made progress, but many Samsung managers responded initially with a “show
me” attitude. Not only have we had to develop marketing planning and budgeting processes
from scratch for both new and existing products, for ' headquarters and field operations, we
have had to show the divisions that following these new approaches impacts the effectiveness
of their marketing expenditures especially because, as manufacturing costs have gone down,
marketing has become, next to R&D, the largest expense on their books.

At the same time, we have had to elevate the perceived professional stature of marketing
within Samsung and develop a marketing career path to attract, train, and retain top-quality
marketers who can make the case for marketing expenditures to our general managers, many
of whom still remain skeptical.

Kim believed that everyone inside the organization had to understand the essence of the Samsung
brand name before it could be‘sensibly promoted externally. Translating internal education into a
communicable message was in part captured by the use of three words: “wow,” “simple,” and
“inclusive.” “Wow” referred  to groundbreaking innovations that intrigued consumers. They
represented key features of any pillar product. There were, in fact, targets for the number of wow
products each business unit had to launch each year. “Simple” and “inclusive” referred to the ease of
use and accessibility along with ubiquity, availability, and affordability of Samsung’s products to the
consumer. Samsung designers emphasized visual simplicity as well as functional performance in
arriving at new product designs:

Marketing Organization

Kim_headed the corporate Global Marketing Operations (GMO) unit, established in 1999 and
based at world headquarters in Seoul. Comprising around 90 staff, the GMO coordinated Samsung’s
marketing efforts and was responsible for developing the corporate marketing program for the
Samsung brand. outside Korea (a separate group was responsible for brand building in Samsung’s
home market). There were three major teams in the GMO, the Marketing Strategy Team, the Regional
Strategy Team, and the Product Strategy Team, each with different responsibilities.

Marketing Strategy Team

¢ Developed global marketing strategy

10 Maija Pesola, “From microwaves to The Matrix,” The Financial Times, September 11, 2003, p. 8.
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e Controlled the GMO budget

¢ Controlled the global brand campaign, in coordination with Samsung’s in-house agency
(Cheil) and its outside advertising agency (Foote, Cone & Belding)

e Controlled the Samsung.com Web site and developed Internet-related partnerships with
service providers and other corporations

e Oversaw global customer relationship management (CRM) strategies and shared
marketing best practices across subsidiaries

Regional Strategy Team
e Planned strategic direction for regional markets
¢ Interfaced with line managers to set the marketing budgets by region
Product Strategy Team
¢ Conducted market research and gathered and analyzed information on competitors
e Planned corporate marketing exhibits at trade shows

e Conceived and implemented strategic marketing alliances and “killer” new product
concepts

In 2001, under Kim’s deadership, the GMO implemented the initiative to consolidate SEC
advertising with a single agency to deliver a consistent brand message worldwide. Previously,
various units of SEC were using more than 55 advertising agencies worldwide, and Samsung
products were advertised using 20 different slogans. Kim explained:

We consolidated our advertising with a single global agency, Foote, Cone & Belding [FCB].
We developed -worldwide guidelines for our logo and for its presentation in all SEC
communications _from letterheads to product packaging to billboards. FCB also developed a
unique brand essence for Samsung to differentiate us in the marketplace and boost internal
morale. Consolidating agencies has also helped us to gradually strip away sub-brands, which
had distracted management and diverted resources.

Allocation of Marketing Resources

In addition to improving marketing education and organization, the GMO changed the way
marketing budgets were set. As of 2003, marketing funds were available from the GMO (around
$400 million in 2003) and from each of SEC’s 17 worldwide business units (around $600 million).
GMO funds could only be used for advertising and other brand franchise-building activities.
Business-unit funds were mainly used for temporary price promotions directed at consumers and the
trade. The GMO recommended to SEC’s regional headquarters how to prioritize and allocate its
funds and those of the business units by country and by product category. Under Kim, the GMO
allocated 70% of its funds in this fashion, reserving 30% to support opportunities as they emerged
during the year.
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Historically, marketing budgets at Samsung were set as a percentage of current sales rather than
in relationship to growth potential. Kim accomplished substantial budget reallocations’by deploying
a computer program, M-Net, to help determine where funds could reap the highest returns. Eighteen
months were spent gathering data on Samsung sales, margins, market shares, and marketing
expenditures by country and by product category into a central database. The M-Net program
analyzed the results of past marketing plans to recommend where marketing dollars should be spent
by country and by category. Pricing adjustments were also recommended.

Kim explained the value of the program:

It was clear from our analyses that we could no longer allocate marketing resources the way
we had in the past. We needed a more systematic approach to ensure that our marketing
investments were targeted at the highest return opportunities. The entire, approximately $1
billion budget may sound like a lot of money, but it’s spread across multiple countries and
products.

The M-Net program revealed three opportunities for improvement:

1. SEC was overspending in regions like North America and Russia that did not have high growth
potential. While 45% of the current budget was spent in. these areas, spending should have been
closer to 35%.

2. Some regions with high growth potential were correspondingly receiving less investment than
appropriate. In particular, Europe and China were‘receiving 31% of the marketing budget but
should have been allocated more like 42%.

3. Similar misallocations existed-at the product level: Mobile phones, vacuum cleaners, and air
conditioners were receiving more than their share of the marketing budget, while camcorders,
DVD players, televisions, PC monitors, and refrigerators were not getting enough.

These changes recommended by M-Net—if followed in their entirety—amounted to a $150 million
reallocation in the marketing budget. M-Net allowed GMO staff to analyze different scenarios for
marketing budget allocation; see Exhibit 5 for an example.!!

Despite initial resistance from regional and product managers to major changes in the allocation
of marketing funds; the positive results achieved on measures such as brand preference, market
share, and operating profit showed that marketing dollars could be spent better. To complement the
new system; Kim also backed changes in management incentives to ensure that line managers were
rewarded in part for global performance rather than just their own region-specific or product-specific
results.

Market-Driven Change

Kim’s marketing initiatives complemented a sweeping set of companywide changes collectively
referred. to as market-driven change (MDC). MDC helped Samsung managers view marketing as an
important business function rather than as a series of one-off advertising campaigns and promotions.
Kim commented:

11 Marcel Corstjens and Jeffrey Merrihue, “Optimal Marketing,” Harvard Business Review, October 2003. For full discussion of
M-Net and related changes, see this article.
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MDC is injecting a much greater focus on customer insight into the new-product
development process. Rather than merely imitating competitive products or going with an
engineer’s gut feel, we set out to identify customer segments that are willing to pay higher
prices for particular functional or aesthetic innovations. For example, in2001, we launched the
world’s first dual-screen folder handset. It was designed to be very compact and targeted the
female/fashion-oriented segment of the cell phone market. We sold$750 million worth in nine
months.

Research for the MDC initiative revealed that the Samsung brand lacked stature and that the
brand image lacked emotion and a human face. With FCB’s help, a new umbrella campaign was
launched in 2002 and backed by a new emphasis on the use of “DigitAll—Everyone’s Invited” in
brand campaigns. Kim explained:

Samsung is generating tremendous brand visibility worldwide with its DigitAll campaign.
The rationale behind DigitAll is simple: It says that Samsung is uniquely positioned to bring
together communication, entertainment, and information in easy-to-use digital devices.
Through digital convergence and simple practical design, Samsung products can empower
people from all walks of life to enjoy a better experience.!?

Exhibit 6 shows examples of cooperative advertisements with Samsung customers for the DigitAll
campaign. See Exhibit 7 for product-specific advertisements under the DigitAll umbrella. Exhibit 8
summarizes the reactions from consumer focus groups of “mobile professionals” and “Generation Y”
(in their 20s) consumers to the DigitAll campaign.

After the successful launch of the DigitAll campaign, Samsung took its branding activities to the
next level by launching a comarketing campaign with the Warner Brothers blockbuster movie The
Matrix Reloaded, a science fiction thriller that' opened in May 2003. A Samsung phone played a key
role in the movie as the gateway between the physical and virtual worlds.!® Samsung arranged to
produce the phone designed by the Wachowski Brothers for the Matrix sequel and sold the phone
from the movie in limited quantities in selected markets. Several other new Samsung products were
promoted in a billboard and print-advertising campaign as depicted in Exhibit 9. Featured products
included a flat-screen computer monitor, a digital camcorder, a flat-screen TV, and a rotating camera
phone. This sponsorship was designed to promote the Samsung brand among the 20- to 30-year-old-
segment, who were important consumers of new electronic products and whose brand preferences
were not yet solidified. The campaign video game, “Enter the Matrix,” included over 200 impressions
of the Samsung brand.  Samsung’s Matrix microsite increased traffic to the Samsung.com Web site
by 65%.

In addition, Samsung signed an agreement with the International Olympic Committee (IOC) in
1997 to be a worldwide Olympic sponsor in the wireless equipment category. Samsung was an
official. Olympic sponsor for the 2000 Sydney Olympic Games and leveraged this sponsorship
internally as well, inviting senior executives from its operating units and key distributors from
around the world. Sponsorship of the 2002 Winter Olympic Games in Salt Lake City continued the
effort. The company had already agreed to sponsor the 2004 Summer Games in Athens, the 2006
Winter Games in Torino, and the 2008 Summer Games in Beijing.

12 Samsung Annual Report 2002.

13 A Nokia cell phone was featured in the original Matrix movie.
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Samsung’s Market Position

Domestic Market Dominance

Samsung dominated the South Korean market with over 50% share in almost all its product
markets and high repeat-purchase rates. Although only 15% of total Samsung sales were in South
Korea, the country offered two special advantages as a launch market for new products. First, as a
mountainous country, South Korea presented a tough challenge for cell phone usage, forcing
development of more sensitive wireless technology. Second, partly because almost three-quarters of
South Koreans lived in urban areas, 70% of South Korean households were already wired for
broadband by 2003 (compared with 15% of households in the United States and 8% in Europe).

The brand was almost 40 years old in Korea and was well-known, thanks to its widespread
presence on home appliances. In this respect, it was comparable to the GE brand in the United States.

Samsung’s market penetration in Korea permitted it to'launch sub-brands for specific segments of
the domestic market. In other markets where the Samsung brand was less developed, a focus on the
corporate brand image was deemed paramount. As Kim explained: “Given our high market share in
Korea, we have to address all age groups, so we implement a multibrand, multisegment strategy.
We’ve been able to launch sub-brands without compromising the master brand.”

International Expansion

Kim recognized that the Samsung brand was at different stages of development in different
country markets. Managers disagreed, however, about how much local adaptation of marketing and
brand-building communications strategies and tactics was necessary. All agreed, however, that
country markets could be grouped into three categories (see Exhibit 10 for more details):

1. Accelerator: Markets where the main objective was to build Samsung brand awareness, both
aided and unaided

2. Turning point: Markets where awareness was good, generating significant demand in some
product categories, but where the brand image had to be reinforced to improve repeat-
purchase probabilities

3. Advanced: Markets where Samsung’s unaided brand awareness and brand reputation were
strong across all categories and where loyalty needed to be reinforced further

Kim described. the position of the Samsung brand in various country markets as follows:

In the U.S., the Samsung brand is at the turning-point stage. We’ve made good progress,
but our unaided awareness and brand loyalty are still below those of first-tier brands like
Sony. We have added new partnerships with chains like Best Buy and Circuit City to
supplement our earlier relationships with Wal-Mart and Target. Although we are still seen
by many consumers as a value brand, we’re increasingly viewed by consumers and trade
partners alike as reliable, up-and-coming, and credible, given the breadth of our product
line and our flow of new products. We're working heavily in the U.S. on customer
relationship management to strengthen our partnerships with the channel leaders,
especially since the top 10 chains account for 60% of consumer electronics sales nationwide.

12
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In Europe, the Samsung brand is stronger in the southern countries like Spain and Italy
than in northern Europe. Consumers in these countries don’t have such entrenched brand
preferences as they do in northern Europe. The Germans in particular are fiercely loyal to
German brands, and the fragmentation of retail distribution makes it harder for us to enter
with sufficient sales volume to make the market attractive.

The Samsung brand was stronger in emerging than in developed markets. In Russia, for example,
Samsung had been voted the “people’s brand” several years in a row. Kim explained:

Our success stems from the late 1980s and early 1990s when we continued to supply Russia
from warehouses in Finland with value-priced products which weren’'t the most
technologically advanced but which matched the market’s needs at the time and consumers’
ability to pay. Samsung is now moving beyond the turning-point stage. We need to upgrade
our image and be recognized for product leadership and innovation. That’s why we’ve just
opened a showcase retail outlet on Red Square.

The Samsung brand had made even more progress in China, which was transitioning from the
turning-point stage to the advanced stage. Kim said:

We cannot make any profit at the low end in China, but between a quarter and a third of
the Chinese market [in value terms] is available to us. Chinese consumers value quality brands,
and purchasing power at our end of the market is concentrated conveniently in major cities.
We have a national marketing coordinator in Beijing with regional sales and marketing teams
in Beijing, Guangzhou, and Shanghai:

In China, an estimated 5 million new customers signed up for cellular telephone service each
month in 2002. In Latin America, mobile Internet usage was projected to increase to include 47
million people by 2005. India represented another major market opportunity, as Kim explained: “In
India, we found that value-added resellers are very important in putting together personal computer
packages for consumers. India is an increasingly sophisticated and fast-growing information
technology market. Samsung has become a major supplier of computer peripherals, and our brand
recognition is actually greater than that of Intel or Microsoft.”

Consumer Research

FCB.began working with SEC in 1999 to understand the company’s brand image. To this end,
FCB had developed:‘a proprietary model, the “relationship monitor,” which identified: (1) 13
relational dimensions through which customers connected, to a greater or lesser extent, with a brand;
and (2) seven relationship styles that described, in summary form, different types of customer-brand
relationships (which each implied different levels of brand loyalty). The dimensions and associated
styles are summarized in Exhibits 11a through 11c. The relationship monitor study involved asking
consumers to rate one or more brands on a battery of attitude and opinion statements associated with
each of the 13 dimensions.

In 2000, FCB examined consumers’ relationships with Samsung and key competitive brands in six
country markets: Brazil, China, Germany, Hong Kong, the United Kingdom, and the United States. In
China, Hong Kong, and the United States, Samsung cell phones were rated separately, in addition to
the Samsung brand as a whole. The index scores for each of the six country markets (see Exhibits 12a
through 12¢) show Samsung’s relationship profile versus the all-brand average.

13
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The results indicated that the Samsung brand was at different degrees of development in different
countries. In China, for example, the Samsung brand was strong on “delights me” but not on “perfect
fit,” except in the case of cell phones. In contrast, in the United States, the overall brand was more
“price based,” though, once again, Samsung cell phones had developed a stronger position, for
example, in the “delights me” category.

FCB executives advised that Samsung should focus in weaker markets on establishing the brand’s
leadership credentials through new-product development, since perceived category leadership gave
consumers a reason to buy into the franchise. In stronger Samsung markets, where the customer base
was already significant, the focus of marketing communications should(be, it was argued, on moving
more consumers into the “delights me” and “perfect fit” relationship categories. However, questions
lingered about the communications strategies that could move consumers from one stage to another
on the relationship style ladder.

In addition to country comparisons, the FCB analysis compared Samsung to its major competitors.
Exhibit 13 summarizes consumer perceptions of the brand personalities of five companies along with
the implications for Samsung’s strategy. Furthermore, competing companies were compared on the
basis of the seven relationship styles used in the country analysis. (See Exhibits 14a through 14d.)
The strong performance of Samsung cell phones gave. the brand a promising starting point from
which to build brand leadership.

Taking the analysis a step further, Samsung executives were determined that the brand image be
shaped in light of future consumer trends rather than merely respond to those currently in vogue.
They wanted Samsung to be the brand of choice among “vanguard consumers,” young opinion
leaders around the world. A 2002 series of interviews with industry experts in 11 countries identified
the following six consumer trends:

¢ Living on demand and in control

e From consumers to “experiences”

e Technology has gone from “wow” to “oh”

¢ Living the converged life

e Milking the moment

e Moving by instinct

Exhibit 15 details each of these trends and the implications for Samsung’s future efforts to build
its brand image. For example, “living on demand and in control” implied tailoring services to meet
personal preferences, perhaps through a personal preference chip or code to transfer voice and data
between devices. This further implied a higher degree of customer segmentation to accommodate
variations in consumer preferences than Samsung had been used to in the past. Meanwhile, the shift

in technology from “wow” to “oh” emphasized that digital devices should not become mundane but
had to retain their “delight factor,” while also fitting into everyday life.

Conclusion

Kim was encouraged by positive consumer response to the global DigitAll advertising campaign.
He planned to run this campaign through the end of 2004, but he wondered whether it would be

14
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enough to propel Samsung into the premier league of global brands. He recalled some of the
comments he had heard from Samsung line managers in his travels during 2003:

e “There is no substitute for a constant stream of bigger and better new products. Money spent
on R&D is always a better investment than money spent on advertising.”

e “Samsung’s consumers in my country are pretty mainstream, satisfied, and ready to
repurchase. Too much emphasis on youth and creativity is inappropriate.”

e “Let’s not overspend on advertising and promotion just for the sake of beating Sony in some
BusinessWeek ranking. The brand will gain consumer credibility naturally, at its own pace.
You can’t force it.”

e “The global image campaign is only useful if it helps move products at retail next Monday
morning. I'm not convinced that it does.”

e “Even if we have the best product, say in LCD televisions, the shelf space is so cluttered with
options that we need the strong brand to break through.”

In addition to pondering these views, Kim worried.about whether Samsung needed to embrace a
more complex customer segmentation in its.marketing planning. Samsung had, up to this point,
used a “one-size-fits-all” approach, advertising broadly to “the sensible brand buyer.” But market
research pointed toward increasing demand for personalized, customized devices and, therefore, for
more segmentation. This might call for.new sub-brands beyond the Samsung name targeted at
premium-value segments in one or/more categories and for segmented advertising campaigns.
However, such initiatives would be hard to justify if they reduced the cost efficiency of current
marketing expenditures.

Kim had a week to consolidate his thoughts before presenting to Samsung’s top management his
plan for how Samsung could become a blockbuster brand by 2005. He mused: “To be number one,
it’s not enough just to be known, youhave to be loved.”!*

14 Maija Pesola, “From microwaves to The Matrix,” The Financial Times, September 11, 2003, p. 8.
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Exhibit1 Samsung Revenue and Profit Growth, 1997-2002

USS$ Billions

50 -

40 -

30 -

20 -

10

—&— Revenue

—&— Net Profit

-10 -

1997 1998 1999

Source: Samsung company records.

Exhibit2 Revenue in the Flash Market

600

w » a

o o o

o o o
L L L

US$ Billions

Source: Adapted from Don Clark, “Samsung Closes Flash-Chip Gap

m Intel
O Samsung

2002 2003

on Intel,”-The Wall Street Journal, September 11, 2003, p. B6.

2000

Exhibit 3

200 ~

180 -

160 -

2001 2002

LCDs Increasing Share of Television Market

TVs Number of units (m)
N
o

m Projection
@ Plasma
oLCD

o CRT

120

2002

03* 04* 05*

06*

Source: Adapted from Richard Waters, “Converging on the living
room: digital technology’s rise breaks down barriers
between PC’s and consumer electronics,” The Financial
Times, October 3, 2003, p. 11.

16

This document is authorized for use only by Ching Yang at University of Wales Trinity Saint David until April 2014.
Copying or posting is an infringement of copyright. Permissions@hbsp.harvard.edu or 617.783.7860.



-LI-

"sp100a1 Auedwod Sunsureg

:90IN0g

jmou jybu seuoyd ajigow sMoLI0WO)
1O UCISIA JNO BJEYS 0] PajiAul S,2uokiane
— Auped (yiBig 2y ulof pue ‘oisnu ay)
dn wny "juup 000 & qeIB :pIP | B Op 08

‘uibag o1 Inoge 1snf sem Aued (2a1 au)
“awioy 186 pue uely JUBY) O} SWN Sem |

.£nok op oignd
1 530U} AW [[e /8 ©) BW JUBM }UOP NOA,
“pres ays 'Jabil ‘u00s awoy awod Jeyeg.

.8uoyd eiawe e uo jjesinok
jo saumaid Bupiel 81,n0A moy aw |19y
o uBd INg ‘INHAPUOM [[e SI SIL} ‘ASUOH,

“auoyd
s.unepy o jaxid ajbuis fiane uo Jojod
Ul pue ani| ‘sem ays asay 1A puy ‘Buiwows
SIy} BWOY 1j8| | UBYM J,UPBY oM '|SES|
18— esawed [e)bip & umo Jou op | pue
ajm Aw jey) aw 0} paundoo Ajuappns 1|

. iawoy 196 noA uaym suaddey
1eym aas nok |y rem jsnl ‘mou ajqnol}
ur 81,00 yuy nok jj. ‘uew Big ay) pres
'IqnoJ) YN MOY 1SNT MoU LU0p NOA,

~ajanoi
Biq ui aq euuob w,| moN, Juswow (LS
J1ayjes pue) snojuawow siy) jo ydeBojoyd
B 9)E| PIN02 | 0S Wiy 0} PUNCIE BIBWED U}
Bunjonrd ‘pres | ‘unuepy syueyy, uaddey
1l oxew 0} auoyd oy isnf sem—elowed
Bunejos pue o1 bBunoad seibep
-081 SIf UIM—Q09Y aul “AjonT "op o}
Buiy; auo Ajuo sem 2iay) pazi[eal pue ‘ajim
Aw ye pexoo] ‘auoyd sume Je pexoo) |

asudins sy siy) dn PHO0D BMm HoIM
1S8] ysinuaQ "IN Olul LBl | usym 0s ‘nok
985 0} BuIoB SEM | JI MOUX LUPIP | ‘PIRY 05
Bunyiom asam no, “dej say woy) Buiweaq
plo-seak-aasyl Aw ‘spws ebny ey
1 payoo| | se abessow Jay mes | ‘adop
61iq nok ‘Aepywiq Addey, “suizebew e jo
13A00 BU} U0 SBM OUS Xl Pa0o| oM Aw
‘18yloue JoJ "(1a1e] pawes) | ‘el jo seul
24 “sauaul fin) oML ) /61 05 SeM UBBIOS BUY)
Bumy auo Jo4 ‘Buneunijey sem | wybnoyl
| "U8a13s 10j03 000'S9 Buizewe s,auoyd
ay) uo ainaid sajm Aw mes | uay) isnl

“ayiea) e se 1Byl sem )| "auoyd ay) usdo
peddeus pue ‘§sep Siy JOA0 paydeal |

MON, "PUBY SIY
jo deus B yiim papuBWWOS 8Y ‘M JOMSUY,

s6uy auoyd s5,550q 8yl
uaym op o} pasoddns nok ase jeym ‘ssoq
ay) Buneaw a1,nok uaym Buu o) auoyd

1nok 1o} awud & s i Inq—Buiy) auo Joj
“Jauuiy) yonu sem auiw—auoyd Aw 1 usem
uy Apeasje | ‘puoaSs B J0j Pasnjuod
B SBM | “Bues 009V Siy uayj Isnp
‘padind | .'41S ON.

“wiy puiyeq

J00p ay) Buisop ‘pies ay a1y nok pajed
an,| Aym mouy nok og, “Aym ino anby
1upinod | yBnoyye ‘aw a1y of Buioh sem
ay ains sem | “KBunoensip poweald auoyd
ay) ajiym ‘wiays Apenonsed paxoo| o

“ysap ssefiods siy uo Buik| 009v-HdS
Bunswes mau s ulmMBW MES | Ul PaXjem
| SB UOOS Sy "8dyjo sIy ojul dajs o} aw
Buryse jueysisse siy wouy |lea & joB | uaym
Hoem ISE| [JUN Me| ou) SEM JBy] 1Se8] 1Y

‘UM 1881 NOA uaym Jeay
noA Buiy 1sy ay) si ‘suoyd Jnok Jo wny
pue qof inok uo wny, "uniep yim Bunasw
@J,8Mm UBym—aull}jo eq o) pasoddns
24,8m aoe|d BUO S,318Y) ‘aq O} SN SjuBM
UIAB PBI0BUUOY MOY JalJBUI OU 1B A

(alsie Weas-20]
sy} 8q pinom jey)) ieyiewsadns ay)
ul wnauey e Buiyond si pjo-reak-aaiy) inok
3llym abessaWw JuBlSU| LB NOA SPUSs ssoq
8y} mun panl| Ajieas j,uaey nok Jng “ewi
awes ay} e suoyd ay) uo e} pue AAUP
aw sje| aym Aw mou :jo| B Apuey Ul Sewoo
ainjea) aoioA-Ag-1equnu-inok-jeIp ay)
‘asimay(*1apio Jo 1no skeidsip ino spuy
oym auohue o} 001§ ‘o6 am aisymAue
sjonpoud uno Jo sainjoid axe) o} sn saysnd
skeme uiniep) “erewen |axid 000 00E
Ml 8u) ypm Aeid o) uny os[e S ‘AlleInEN

LiBUI2as 104 5,31 J
| —Bupyjey dog 3snl 3,usy
' 009V-HdS bunsuwies ayj, J

“suoyd Aw uo ||e puy Inoy youn|
Aw uo |[e— 30X3 194004 Ul SISQUINU LIS
Buiyounio uay) pue piop 18%204 Buisn
|esodosd ssauisng e Buiop jjasAw punoj
| jeam 3se “Buiy sy} uo S| ey djoym
Aw ‘suopeaidde Dd 184904 Jo &lins sjoym
U} Y Injasn os snl s| 00/t ayy Apsous
Ing jPEayoIpeRY JO SPUNos suj ym Guy
1ey) seuciun awoydAjod op arey mouy
nok op ejdoad Auew moy uesw |—uny
S}l @SneDag Ajuo Jou puy "ajl| jo Aem & sl
noyum aiaymiue
yd 1000 B yans si
002! 8y] "yses| & uo aw ind eney |lam Se
whiw ay inq ‘une skes ,'seuoyd pews
'SI9NIOM LBWS, "00LIHJS a4} ‘(SLIW)
[euiwsa L wuabyeiul apqoly Bunswes mau
e uayye suoyd Aleuipio on euoyd|ed
Auedwod piepuels ay) panssi Sem |

‘Auedwon ay) pautol | Aep sy “siyBiay
mau o} pajosuuco Buiaq sexe) uinep

“aufew JyBiw noA se Buipuew
-8p SE Jnoqe pue—aq U3 030 B SB
SNOWe) pue LoU Se Jnoge S| UMe Hooq
1see| siy Buisipeape ‘snq e jo apis ayj uo
paigise|d 80B} SIy MES UBAG | §@aM 1se]

*$18A00 aujzebew uo pue smoys
1BYD puB SMau AL 8y ||e uo—assymiians
S] UIATBIY "0} 10U pIBY 53| "03D SII
‘ysimiaq uiep Inoge presy p | ‘Auedwo)
ay) Joj Bunpom uebeq | aiojaq usag

"UHIOM JB
yeam 1se| pausddey jeym nok |y ew je
£8W Joj S3I0M [IViIBIg Moy mouy Of JueA

(s
oyl shem[e j,usiam sauoyd Aym Jepuom
1.0k fsea 0s Waas | ayew pue) ualsl
PUE Y[E} SE [jom SE 885 nak 18] jey) sauoyd
(*anols ayy 1e Buipuess ajiym Jekeld
aAQ inok woyy Ajssajaiim gaa Bunooo
foids e yoyem noA ja| pue) pjoo pooj anok
daay 1eu) sioieJabujay (SMOUS AL 310N}
inof jo saposida jou Buiyojem se (jam se)
Buipinsqam Joj spew SAL S| "op nok jeym
10 "a12 NOA OUM ‘ale NOA aioyM Japew ou
2Alle awoo aousbiaauod [eNbip jo esiwoid
au Buijew noge e s Iviblg Bunsweg
‘aw o) seop Bunswes jeym seyl

1 0} Buug no uoissed ay) e
Yiw 8] JN0A 8N 0] "BAININS O “8jeiqajsd
0] wiea] way) axew ‘lojesabiyas
pue sujyoew Bujysem Inok usae ‘AL
pue auoyd ajigow nok o} Dd Jnok woyj
—Buos inoA Buis pue Inoys pue aouep
sjooy [epbip anok axew o} job eanoh ‘Aued
1eqo|B jueiB suo s,ppoMm BY) 1Byl MON
‘Jey) op o) Aem auo Ajuo saiay) ‘Apueid

“1S0W JONeW aym
a|doad sy} o} uonoauL0d INoA deay o) S|
Buiy) juepodwi jsow 8y 4uo junod Ajjess
noA uBo— oym pue— Jeuyp Aligelopaidun
|ey0) :Aepo} ajif noqe Buly) ay) s,a18H

ipajau| s,3uohiang : uolesqajaa |yubig ays uiof og *Aued ayy Butuiol
ainof ‘auoyd Bunsweg e dn yoid noA awy Aiana pue—noA s} ¢isoy ayy
Moy 0} Juep) ‘oyew am auoyd ssafaaim A1ana yjim uo bujob Aued e saieyl

1S0-¥0S

S9ATT Jowmsuo)) sypoedwy souadro

¥ Hqyxg

This document is authorized for use only by Ching Yang at University of Wales Trinity Saint David until April 2014.

Copying or posting is an infringement of copyright. Permissions@hbsp.harvard.edu or 617.783.7860.



-a8ureyp 3dadoe 03 s1edeuewr

Pa109JJ€ DUTAUOD pue mcoﬂmuozm&
au

Amuapt Sunsweg padjoy
ST} Y] S}eYD) “INd s3adpng Iy} dAey
pInoys aurj ayj moraq sanrunroddp
*03 pauurerd i1 uey) sadmosar
3I0W 9)0AdP PINOYs Sunsuwreg Iaym
eare ue syuasaidai ‘A[ey| 103 dUo 9y}
AX[I[ ‘oUl] PAROP Y} dA0qe [qqnq A1AT
(‘Tenruarod 1y01d 2ATyE[AI S o3 TRWT
© JO SUone[noTed J9N-JA SI03[JaI 9ZIS
a[qqng) I9dIeW UeT[EI] 3y} 0} 08 P[NOYS
SIR[[OP 9S3Y} JO 9,77 YL} “@our)SUl 10§
—SUONEPUIWIIODI S JON-]A Suasaidar
SIXE [edn)IoA 3], "ATe)] ur Sunesrew
0} PJOAJP 3 0} SeM 9,GT ‘d[durexa
10 "PIOS ST 3T YDTYM UT SILIJUNOD
9y ssoaoe A1038a3ed Jonpoid yeyy
UT JUSWIISIAUT S}T 9PIAIp 0} pauue[d pey
Sunsureg Moy SMOYS SIXe [eJUOZLIOY
Yyl .1 31npoid,, 10y 193pnq unasjrewr
[€303 9} 99S 9M “JIeYD ST} U] "saSud[[eyd
uoryedor[e s,Auedwod ayj jo suonoidsp
reoryderd seonpoid waysAs IPON-N
s, 3unsweg :pajeaAdy SUOTILIOT[ESIIA

-81-  1S0-%0S

%ST

/11 *d “€00Z 19901 ‘Mma10ay ssouisng pivaivy] , Sunayre]y rewndQ,, ‘ONYLIIDIA Lo1yja[ pue susafjsio)) [9dIeI

"396pnq Bunayiew jo aleys
Paseaudul ue 3w auj|
~ S1U3 aA0qe saniuniioddo

L 3onpoud-ureds ~
..
o® L1

KjunioddQ 01 UOIIEIO||Y JUALIND
%S L %0L

%S

1

Npo.d-031Xa

T

L39npoid-Mn

: 1 39NpoId—
L3PNpold-vysn
1

L3onpoid-Ajey

1yold |e1ualod JUal|D :2z1S 9|qqng

\ 4

SIS

U

V

%0
%S
a
ol 8
=
5
%]
=
s
%51
g
o
o
o
o
=
[=
60T 2.
a
%ST
%0€
g qmpxy

:20INn0g

This document is authorized for use only by Ching Yang at University of Wales Trinity Saint David until April 2014.

Copying or posting is an infringement of copyright. Permissions@hbsp.harvard.edu or 617.783.7860.



Samsung Electronics Company: Global Marketing Operations

504-051

Exhibit 6 DigitAll Ad Campaign: Cooperative Advertisements with Samsung Customers
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Samsung Electronics Company: Global Marketing Operations 504-051

Exhibit 8 Consumer Reactions to DigitAll Campaign Concept and to “Everyone’s Invited”
Television Advertising Campaign

DigitAll Concept:

“I think it’s a great name. I think it really encompasses what they are trying to do, which is
combining different tech gadgets into one piece of equipment.”

“It means all digital. Digital to everybody and all digital, I think it has these two meanings.”

“To me it means whatever the product is, we can make it digital, we can make it compact, we
can advance the technology, we are a company you can trust—so one day when you can
afford the product, we are the company to turn to.”

“Everybody is included, you know from the poor to the richer. All products are digital.”

“It all comes together in one place, both on a level of the technology itself, but in another way
it is quite clever, the way that even in my mind, as cynical as I am, it all comes under one
roof—Samsung’s roof.”

Everyone’s Invited Campaign:

Source:

“I'm usually intimidated by technology, but when I see different people using it, I think it
may be easier to use. And the fact that they admit there is confusion, they make it easier. I
thought that was appealing.”

“It’s available to everybody,it is easy to get. Diverse products for diverse people. There is
sort of an international feel about it . . . you can see that it is from the east and trying to marry
the east and west together—it’s a fast-moving thing.”

“High tech with ordinary people.”

“Everyone is equal, in a digital world, everyone is equal.”

“Fusion, integration, convenience, and well-being. Integration means state of the art, but
they have to deliver.”

“Puts Samsung in a new light—lively, high tech, in the top league.”

“It’s telling you that you just wanted simple things, simple improvements in life from
technology, but it got so complex that now you're sitting in your chair and don’t know which
way to turn, and Samsung is gonna make it so simple that people all over the world with
very different cultures can benefit.”

FCB future-focus consumer interviews for Samsung, 2002.
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Samsung Electronics Company: Global Marketing Operations 504-051

Exhibit 11 Design of FCB Relationship Monitor Survey

Exhibit 11a 13 Dimensions that Build Stronger Consumer Relationships

Secure Relationships
Compatibilit

Bonding
Satisfaction Stepping Stones

Empathy

Connection

Acquisition

Exhibit 11b  Example of Detailed Opinion Statements for Each Dimension

”
. This brand is receptive to
my feedback

+ This brand values me and

Satisfaction treats me accordingly

« This brand treats me well

Empathy
«This brand treats me as

an individual

. This brand goes out of its
way to provide extra
value

Exhibit 11c. Seven Relationship Styles Derived from 13 Dimensions

W porect it
U
Compatibilit

Bonding
Delights Me

G
I- Follow the Leader

‘; Price Based

Caring

Connection Reliant

W Non-Committal

Source: Samsung Relationship Monitor, 2000.
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Samsung Electronics Company: Global Marketing Operations 504-051

Exhibit 15 Key Findings of FCB Study on Samsung’s Future Focus

2002 Key Findings: Samsung’s Future Focus 2002 Key Findings: Samsung’s Future Focus
Living On Demand and In Control From Consumers to “Experiencers”
* Consumers want everything on their terms * Consumers have become acquirers of experiences or
— Focus on controlling and managing the increased amount of available “experiencers”
information and data due to technology — The acquisition of experiences is as important as the acquisition
* The magic of the “off” button of things

Self-programming of media

Filters and synthesizers of information
Cliff notes learning

Quality shortcuts

* ‘I want what | want when | want it.”

* Experiences come in a variety of forms
— Virtual or real, owned or borrowed, created or purchased
— Always non-routine (using a mobile phone is routine, using a mobile
phone to send a video is non-routine...for awhile)
— Simulated experience is expected to provide the exact same benefit as
real
* Invites you in and involves you
* Is embedded in emotion and senses

2002 Key Findings: Samsung’s Future Focus 2002 Key Findings: Samsung’s Future Focus
Living On Demand and In Col | From Consumers to “Experiencers”
* Speeding up to slow down * Owning a brand or product is considered an experience if it resonates
— New life balance based on feeling that what | want to do is okay with your life

— Provides an emotional response/feeling or visceral benefit
— Is a manifestation of expertise or knowledge

¢ DIY/DMW (Do-it-yourself and Do-it-My-Way) mentality in all areas of
— Helps to define or convey your personality, image or lifestyle

life
— No waiting, do it now
— Feel a sense of accomplishment and pride « Consumers don’t buy technology they buy experiences
— Al about creating their own reality/space on their own timetable - Technology behind the experience has been eclipsed by the experience

— The brand point of view becomes a key point of differentiation

* Consumers continue to segment into smaller target niches due to
plethora of options in manufacturers and retail outlets
— Preference for aligning themselves with what they want when they want it,
not for following the masses

2002 Key Findings: Samsung’s Future Focus 2002 Key Findings: Samsung’s Future Focus
SAMSUNG IMPLICATION SAMSUNG IMPLICATION

« Differentiate the brand with the Samsung experience of technology

* Development of personal “preference” chips/cards that move between
— Create a Samsung “flavor” with a fully developed personality, attitude, and

devices and screen “my” world for “my” information and

communication vision
— Create a lifestyle community, e.g.,
Harley Davidson, Apple ’
* Incorporate DIY/DMW design/programming opportunities
* Leverage all parts of the purchase and usage
cycle where you can develop a Samsung brand

* Communicate a personal vision of technology that simplifies rather

o experience, e.g.,
than overwhelms, and clarifies rather than confuses P 9

— Augment usage of product

— Create retail centers of experience

— Develop branded experience experts
— Create a no-regrets experience
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Samsung Electronics Company: Global Marketing Operations 504-051

Exhibit 15 (continued)

2002 Key Findings: Samsung’s Future Focus 2002 Key Findings: Samsung’s Future Focus
Living the Converged Life Milking the Moment
* Convergence means blended life experiences not combined product * Consumers live in the moment
features/services — Instantaneous life...short attention span
— It's about what | do with it not what options or features it has — Seek maximization of every moment

— If it's not seamless in operation it's not converged

* Consumers live on a moment’s notice due to technology
— Instant gratification expectation
— Less long-term planning, increased value in spontaneity

CONVERGENCE IS: CCONVERGENCE IS NOT:
Enjoying the movie theater experience i Integration of surround sound with HDTV

with flat panel monitor

Suspending belief in reality Compatibility of DVD player with latest

Dolby o dts standard « Efficient mobility maximizes the moments

— Increased pressure to keep on the move and up to date

Being in two places at one time when Taking a picture on a camera with my — Increased focus on working smarter not harder via technology
something cool happens by sharing mobile phone and sending it to someone - )
images — Desire for never-fail memory and battery charge

Downloading, infared beeping, editing,
Being an original music video producer  compatibility and distribution

Sending photos and movies of

Making social commentary international travel to friends imbedded in
email
2002 Key Findings: Samsung’s Future Focus 2002 Key Findings: Samsung’s Future Focus
Living the Converged Life Milking the Moment
* A converged life requires reconfigured personal “spaces” * Moments and experiences are increasingly created virtually
— Consumers actively rearranging personal “space” to: — More virtual connections create a desire for more real
« Support their multi-tasking and multiple roles connections...natural law of paradoxes
* Support their mobility — Consumers desire visceral and tactile experiences, seeking intimacy and
* Support their desire to “be” in multiple places at one time, e.g., movie theater reality
at home, on vacation and at home — Virtual reality experiences expected to deliver real stimulation and
* Deliver real emotional benefits emotions o ol L

- |

* Technology, especially the personal mobile device, is a vital lifeline

— Seeking relief from more of the “need to do” events in life so there are
more moments for the “want to do”

— Push towards pervasive wireless connection

2002 Key Findings: Samsung’s Future Focus 2002 Key Findings: Samsung’s Future Focus
Living the Converged Life Milking the Moment
SAMSUNG IMPLICATION SAMSUNG IMPLICATION
* Facilitate and enable the converged life experience via: * Fuel this living in the moment lifestyle by providing products and
— Development and marketing of the first personal experience mobile device features that deliver intensified moments
* A data transmission and sharing device that carries voice versus a voice — Multi-sensory experiences
lransrnission. devi.ce tha.! also carries data ) — Multi-location experiences
° Docl}qng stations in slgxuonaw spaces: cars‘, ho.mes, office, etc. — Increased quantity opportunities, e.g., communicating with IM, SMS, and
* Multiple preference chips/cards for customization land line concurrently

L . . . — Tailored programming, e.g., make it as loud or scary as you want
Offer customizing features/services that will put a unique personal brand
on the blended life experience
* Facilitate intimate and instantaneous connections with mobile personal
device experiences

— Capture, store and share life’s moments in real time
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Exhibit 15 (continued)

2002 Key Findings: Samsung’s Future Focus

Moving by Instinct

* Consumers move without thinking, rely on second nature to get
through the day
— Intuiting patterns
— Interacting with machines with ease
— Facilitating their style/personality with design

¢ Technology drives this second nature
— New languages and interfaces developed
— Quality short cuts employed

2002 Key Findings: Samsung’s Future Focus

Moving by Instinct

* They develop loyalty to brand protocols, patterns and designs
— One time only learning curving; easy adoption by following accepted or
known protocol
— Feeling of expertise and comfort developed with a specific “system”
— Specific design/style expresses personal style

¢ Technology must keep up with consumer second nature versus
consumers keeping up with technology
— Technology taking cues from the consumer...senses how the consumer
thinks, operates...and then adapts itself
* Smarter Al
— Second nature includes integration of voice commands into technology

2002 Key Findings: Samsung’s Future Focus
Moving by Instinct
SAMSUNG IMPLICATION

* Develop Samsung brand protocol that facilitates adoption, while
simplifing and differentiating the experience
— Consider this part of the Samsung “flavor” or brand experience

* Opportunities with consumer/device interaction using voice recognition

Source:  FCB future-focus study, 2002.
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