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Executive Summary
Executive Summary
This is an examination of the macro and micro environments that Samsung operates within utilising PESTLE, Porters Five Forces and SWOT analytical tools to provide a clear examination. These will serve to give a focus to the issues and opportunities that exist as the world emerges from the COVID-19 Global Pandemic, building back from pre-pandemic positions, whilst taking advantage of the opportunities that have arisen from the cultural and economic shifts created by the “Stay-in-Place” mandates this initially created  in many of the markets that Samsung operates.
This has also led to significant focus on the range of products and components that Samsung produce, potential rival operations and the acceleration of the roll out of 5G and the adoption of the Internet of Things (IoT). 
This report concludes with a series of recommendations to enable Samsung to maximise these opportunities, whilst minimising or removing threats to ensure the continued success and growth of the Company.



2. Introduction
Since the formation of the company in 1933 Samsung has remained in the control of the same family. It was initially focused on manufacturing Following the introduction of the “New Management Style” by chairman Lee in 1993 Samsung has implemented significant changes in its business processes, beginning with “Open HR” to prepare for an “Open Era” (Jung 2014), which removed barriers to employment and looked for the best in all areas whilst allowing them to realise their potential (utilizing staff as a key asset) and has transformed the business from a mediocre company focused on low cost products to one of the most globally important companies selling premium products as we enter the third decade of the 21st Century 

3. Macro and Micro Analysis
In order to understand the contexts both externally and internally that Samsung is currently operating in and so make recommendations for future developments, processes and activities it is necessary to undertake an analysis of both the micro and macro environments. Firstly a PESTLE analysis. Then a Porter’s Five Forces analysis to help the business choose a strategy that is most appropriate to achieve an increase in its competitive advantage (Sloman 2013). Finally a SWOT analysis will be completed as  highlighted by Fine (2009) “SWOT analysis can help a company to comprehend itself better and it is an important advice for making the proper planning of marketing strategy”. The PESTLE and Porter’s Five Forces analysis will be linked to the SWOT analysis (Specifically Opportunities and Threats with the following coding system –O1.../ T1...). These three different types of analysis will provide evidence and data which will inform the conclusions and recommendations in section 4 below. 
3.1 PESTLE Analysis 
Here the macroeconomic forces that affect Samsung and its ability to develop, grow as a global organisation and compete effectively in the global electronics market will be examined to provide evidence and data that will inform the conclusions and recommendations to be found in section 4 of this report. 
3.1.1 Political
As with all companies operating globally Samsung needs to be mindful of the political stability or otherwise in the countries and territories that it operates. Currently many of the countries such as those in Europe, North America and Australasia are politically stable despite the impact of COVID-19. If anything the global pandemic has focused many governments on the need to roll out digital infrastructure as there has been a significant increase in the use of digital channels as part of everyday life. Samsung is currently the global leader in 5G products (Samsung 2021) and going forward this may provide Samsung with opportunities to be involved via its design and innovation sectors [O6]. Samsung does however need to be mindful of becoming too deeply involved with any particular political party in any country as this can result in unintended consequences in another part of its operations. The scandal of Samsung’s involvement in the political system within South Korea   which led to the 5 year jail sentence for Kim J Lee (subsequently reduced) damaged the company’s reputation both in the home market and across the world e.g. Germany banned sales of the Galaxy Tab (Shamsul 2021). [T6]
Samsung has also managed to take advantage of political instability in African and South American nations whereby it factors the political impact of doing business here into its costings ahead of time.
3.1.2 Economic
Samsung has benefited from the overall strength of the South Korean currency, the Won which has provided a strong financial base from which the company has grown, especially since the early 1990s. It has been able to weather the financial crashes of the late 1980s, 1990s (in South East Asia) and the 2008 Global financial crisis, whilst continuing to invest heavily in research and development. [O1] 
In order to avoid issues related to conducting business using a range of different currencies there is a corporate approach to carry out transactions in the local currency. “In order to effectively manage foreign exchange risk, the Company periodically monitors and evaluates exchange rate risk and strictly prohibits speculative foreign exchange transactions.” (Samsung 2021 half year report)
 Samsung now has a maintained the Number 1 Global market share of Smartphones since 2011 (Samsung 2021) and a global brand value that exceeds that of NIKE, and Pepsi – something that would have been unthinkable in the 1980s. 
Samsung operates an overall well balanced portfolio of products which has helped to maintain its financial and economic stability and holds well for the future as technology becomes increasing integrated in all aspects of life.
The current operating profit margin within the IT and mobile Communication Division is 11.5% as of 2020 (Samsung 2021). This is the economic area that Samsung is most likely to be able to increase as its market dominance as the Number 1 provider of smartphones over the past decade has seen its market share remain roughly around the 20% level during this time. [O5]
3.1.3 Social
Samsung has been very successful at tapping into the social desires and needs of many of the nations in which it operates which has helped to make it a desirable and well-regarded brand with a high level of loyalty amongst it consumers once they have brought their first Samsung product (often a smart phone or a smart TV). 
It has also been able to tailor it products to reflect the needs on the ground and so a product found in the UK may not be available in India. (Andrew 2022)[O5]
3.1.4 Technological
This is one of Samsung’s greatest strengths at a global level and as the roll out of 5G continues across the globe they are in a prime position to continue to be one of the leading players. The COVID-19 Global Pandemic has accelerated the uptake of both 4G and 5G technology and smart devices by consumers. Indeed the latest Investor Information presentation (Samsung 2021) focuses on how it’s products and those in development will provide the solution to innovations such as the Internet of Things (IoT) that will be enabled by its smart technology and is really the next logical step for a company that has such a broad portfolio of products across the electronic goods sector. [O5 / O3 / O1]
The new “foldable” phone, despite initial teething issues is an example of this as is the “freestyle” – combination of smart TV, speaker and full portability within your home- which has recently received a pre launch within the UK. [O5]
It has a European regional headquarters in the UK for the division which includes its smart technology. This is a savvy location in a country that has a strong economic focus of research and development especially in electronics and communications equipment (cia  -2021) [O5 / O6]
3.1.5 Legal
Samsung has had to face some difficulties with relation to infringement of Apple iphone and ipad copyright which has resulted in the payment of fines, however this has not appeared to have dented its reputation or brand value with customers. The company has also implemented a new global compliance management system across all of it operations that has clear guidance for all employees at each stage of product development and sales (Samsung Sustainability report 2021). [T1]
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As it expands and develops its technological assets the legal protection offered by the nations in which Samsung operates help to preserve its market share. As highlighted in the Political section above (3.1.1) previous involvement in the political system of a country has led to significant legal ramifications that need to be avoided in the future if the company is to maintain its current market position. [T5]
3.1.6 Environmental
Samsung has taken great steps to ensure that its green credentials and policies stand up to rigorous investigation. It has introduced policies and actions that put it at the forefront in its sector (Andrews 2022) at eliminating and reducing green house gas emissions in its manufacturing processes. [image: ]
Source: Samsung Sustainability report 2021
Samsung have also introduced a number of innovative upcycling initiatives for old phones to ensure that they do not end up in land fill. These range from an app that turns a no longer wanted phone into a smart controller for your home to recycling the galaxy phones into specialised medical equipment used for eye examinations. There is even a scheme whereby more than 1500 smartphones have been utilized at manufacturing sites in South Korea and Vietnam as monitoring, scanning , training devises as well as CB radios to aid on-site communications. (Samsung Sustainability report 2021). 
In order to maintain customer loyalty issues such as ethical mining of resources and minerals required in the manufacture of electrical items and batteries alongside the differing environmental regulations across the countries in which Samsung operates need to continue to be monitored and maintained at current standards - 100% RMAP certified smelters (Responsible Minerals Assurance Process) in terms of Conflict Minerals Sourcing. [T6]
This is an area that Samsung can rightly be proud of and has the potential to act as a driver for increased competitive advantage over its rivals.

3.2 Porters 5 Forces 
These are the 5 forces that Porter (2008) believes need to be assessed and analysed to achieve profitability in any industry sector. At the absolute centre is industry competition and can be viewed internally (and externally) as market share. The Smartphone market is one of Samsung’s key product sectors and currently it holds a global market share of 20% (Counterpoint 2021).

3.2.1 Suppliers
Low Risk
Samsung is in a relatively fortunate position when it comes to suppliers due to the volume of its orders and therefore its ability to negotiate prices with suppliers. It has a large network of suppliers and a supply chain that runs towards 2,700 across the globe. Samsung is also in an even more enviable position of manufacturing many elements that it requires from semi-conductors to screens and memory chips, which it also supplies to others. [O5]
The diagram below illustrates how the Samsung’s Strategic Management operates through the Generic Value Chain process utilizing the wide portfolio of the company to innovate and respond to new developments in its key markets such as responding to the launch of the iPad by Apple by brining the Galaxy Tab to market within 6 months. [O5]
[image: ]
Source: Jung 2014 © SERSC

3.2.2 Potential Entrants
Low Risk
The risk Potential Entrants is a low risk to Samsung in the short and medium term due to the enormous start-up costs involved with developing smartphones and smart TVs. There is a risk across other areas of its portfolio where it is not a market leader such as washing machines and refrigerators, but again this is not high. [O2 /T3 / T4]

Samsung’s brand position in the market as relatively high end will ensure continuing customer loyalty and confidence to the brand (Number 1 in the Smartphone sector since 2011), even as cheaper competitors enter the market. [ O2 / T3]

3.2.3 Buyers
Medium Risk
There are many buyers, however their potential individual influence on price is relatively small and conversely as technology advances many buyers become psychologically locked into a brand as “easy to use”. This is an element that Samsung promotes with its One UI system that offers customers the ability to personalise whilst still remaining familiar. [ O2 / O3 / O5 ]

3.2.4 Substitute Products
Low Risk
Whilst the risk of substitute products has the potential to become a major threat to any business , the actual likelihood of this happening has to be assessed (Solman 2013). In the case of smartphones  for Samsung being the market leader, this is relatively low due to a number of reasons [ O2 / O5 / T3 / T4 / ]
· Lack of products that can operate in a similar way with the full range of facilities. This is due in part to intellectual patents, copyrights and the nature of the smartphone. There are no other single devices currently on the market that could offer the same facilities in a similar product. Laptops and even tablets are too large, and the closest similar product – Blackberry – will soon no longer be supported.
· Familiarity with brand and user interface.
· Availability and range offered by Samsung within its Smartphone products.

3.2.5 Industry Competitors
High Risk
This is due to the competitive nature of smartphone technology; this is a high risk area for Samsung. Conversely it is also a reason why substitute products and new entrants are such low risks.  The battle for Design Dominance (Schilling 2013) between Samsung and Apple has meant that these two companies are always evolving and that is a benefit to consumers. The innovative nature of Samsung, especially after the introduction of the new management style in 1993 (See discussion of this in the SWOT analysis below) has kept the company from stalling as many family run enterprises do in their third generation. 

The high level of risk comes from the potential to rush a new product to market to beat a competitor that is not fully market ready and thus cause a level of financial and reputational damage to Samsung that may not be survivable. [ O2 / O5 / O6  / T1 / T3 / T4 ]




3.3 SWOT Analysis 
As it stands in 2021 below is a snapshot of Samsung Electronics Core Business
[image: ]
Source: Samsung Sustainability Report 2021

The following SWOT Analysis of Samsung will examine a range of internal (strengths and weaknesses) and external (opportunities and threats) factors that can and will affect Samsung going forward and provide information and evidence that contribute towards the conclusions and recommendations in the following sections of this report.



	Strengths
· Research and development capabilities
· Strong positive brand recognition and market share and customer loyalty
· Market Position and range of products across electronics sector
· Environmental reputation
· Hybrid Management system – mixing the best of Japanese and Western Styles.
· Hereditary Leadership – afforded the company stability as it expanded globally
	Weaknesses
· Lack of market control – cannot control the price of key components
· Products costs and consumer economic confidence following the COVID-19 Pandemic
· Hereditary Leadership within the founding family could lead to stagnation



	Opportunities
· Emerging markets
· Increased use of smartphones and electronics  as a result of the COVID-19 Pandemic
· Role within the IoT as this increases
· Political support within South Korea – Govt is one of its biggest markets
· Product and market diversification
· 5G  technology
	Threats
· Competition from Apple products in some markets – North America, Europe, Australasia
· Reputational damage from Counterfiet allegations (Apple iphone)
· Emergence of cheaper rivals 
· Speed of technological advancements.
· Legal and regulatory threats
· Ethical reputation amongst customers



3.3.1 Strengths
3.3.1.1 Research and design capabilities – Samsung currently has 39 Research and Development Centres operating globally. This combined with its breadth of products (including components required in the manufacturing of its premier products semi-conductors, chips, screens and so on) helps to cement its position as one of the most innovating brands in its field. At the CES (Consumer Electronics Show) Samsung has won more than 400 awards over the past 14 years (bstrategyhub 2020)
This is one of the key ways in which Samsung will be able to build in the future and develop its “Design Dominance”, having confidence in the roll out of innovate design and products that over time will create an industry dominance in an “S-curve” formation (Schilling 2013). Samsung operates in a sector where product dominance is characterised by a small percentage of early adopters promoting the use and applications of new products followed by a gradual uptake until it reaches market dominance.
3.3.1.2 Brand Recognition, Customer Loyalty and Market Share – Samsung has held the number 1 position globally for Smartphone sales since 2011, maintaining a roughly 20% share of the market (Samsung 2021). This reflects the importance of good customer care and reliability of products. At the same time product links with mobile phone network providers (such as Virgin or EE in the UK) ensure that they are frequently seen as a default option when customers are renewing or upgrading their smartphone contracts. The use of “OneUI” across its products also means that once a customer has one Samsung product they are more inclined to choose a Samsung branded product in another sector e.g. Samsung Smartphone users are usually more inclined to purchase a Samsung Smart TV  as the interface is familiar (all things such as price, availability etc. notwithstanding amongst competitors). 
Therefore this is one of the key areas going forward that Samsung should exploit to increase its market share and potentially its overall operating profit margin.
3.3.1.3 Market Position and range of products – As one of the best known brands Samsung is in an ideal position to expand its market position. The wide nature of its current portfolio alongside the commitment to research and development as discussed above places the company in an ideal position to take advantage of the “New Normal” that has been created by the COVID-19 pandemic. Whilst sales of smartphones and other electrical products fell during Q12020 as a result of uncertainty over job security, the global “Shelter in place”  and the closure of face to face retail in most of the 79 countries that Samsung operates resulted in a 22.7% drop in growth compared to Q12019 (Gartner 2020). This however did not result in loss of position overall as market leader for 2020 as a whole, which can be attributed to its range of products.
3.3.1.4 Environmental Reputation – Samsung has invested heavily in its environmental activity and processes to ensure that its production of green house gases, contribution to land fill of obsolete or replaced products are as low as possible. The table below shows some key figures in relation to its waste management and use of renewable energy (Samsung Sustainability report 2021).
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 In addition it holds the following certifications for its manufacturing processes and products (Samsung Sustainability Report 2021).
[image: ]

Samsung also have implemented processes to ensure that it takes a circular economy approach to it products and their whole life use, moving away from a traditional linear economy approach. 
The environmental actions that Samsung has undertaken and commits to carry out in the short, medium and long term (Samsung Sustainability Report 2021) can contribute towards an increase in its global market share both by its very nature and the publicising of these actions. Customers, especially amongst the younger age market are acutely aware of the environmental record of companies and this is a strong influence on their purchasing choices.
3.3.1.5 Samsung’s Hybrid Management System – Following the introduction in 1993 of the New Management Style to herald an era of “open HR” to prepare for an “open Era” (Jung 2014) Samsung has implemented a management style that adopts what it perceives as the best of both Japanese and Western management styles to create the Hybrid System as illustrated in the table below. 
[image: ]
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This style of management has introduced an ethos of continuous improvement and innovation into the company with the rewards for staff of merit based hiring and promotion rather than longevity and seniority (Jung 2014).  In order for this to be adopted as the new company style it was necessary to have a strong leadership that could take the employees along with them in their vision. It can be argued that without the force of personality of Chairman Lee and his motivating slogans such as ”Attack bravely and timely” (Jung 2014) Samsung would have remained a mediocre player in the global electronics market rather than the pioneer and sector leader that it is today.  It therefore is important that today as in 1993 Samsung continues to monitor and evolve its management model to achieve the best possible results from what can be argued as its greatest asset – its employees.
3.3.1.6 Hereditary Leadership – the continuation of the leadership of the founding family has afforded Samsung great stability as it has grown globally and in innovation of products without the fear of a hostile takeover or poaching of senior management. There is a need however to be checks and balances in place to avoid complacency and the types of political scandals that have dogged recent years.
3.3.2 Weaknesses 
3.3.2.1 Lack of Market Control – despite manufacturing many components of its products in house Samsung is unable to control the supply and costs of many elements including raw materials. This also includes employees as many of the countries where Samsung has facilities have regulations controlling minimum / living wage levels alongside other employee entitlements such as sick pay, maternity pay, holiday allowance and so forth.
3.3.2.2 Product costs and COVID-19 Pandemic – Samsung currently operate towards the higher end of the market for its products and therefore the consumer expects the costs of their products to follow suit. There have been moves recently to spread the products across a wider price range from premium to mass market smartphones (Samsung 2021). 
The COVID-19 Pandemic has also altered the way in which we live and operate. The perception of Samsung as a high end brand affected its global sales at the start of the pandemic when the global “stay in place” advice and subsequent economic unease as customers felt unsure about their employment position or opportunities affected Samsung much more that its main rival Apple who had just launched several new products before the pandemic hit that maintained consumer interest especially in Q1 2020, experiencing a 8.4% drop in sales compared to Samsung’s 22.7% (Gartner 2020).
3.3.2.3 Hereditary Leadership – Whilst this has been regarded as a source of strength for much of Samsung’s operational history and provided a level of stability, there is now a danger of this very strength leading to complacency. The recent political scandal involving its attempt to assert undue influence in South Korean politics is a case in point. Although the original 5 year jail term was reduced to just one year it has tainted the company and resulted in an announcement that Samsung aims to move away from an assumption of hereditary leadership.
3.3.3 Opportunities
3.3.3.1 Emerging Markets – The use and ownership of smart technology is expanding across the globe and with this appear new markets at a national level. There is also the emergence of new sectors which act as markets such as an older population in Western societies that are increasingly finding the use of smart technology as an aid to continued independent living.  Samsung currently operates in 79 countries and there are obvious opportunities to expand its global reach especially in African and South American nations using the strong brand recognition it holds in existing markets to drive promotion especially via social media platforms.
3.3.3.2 Increased use of smartphones - As the world emerges slowly from the COVID-19 pandemic they way in which technology is utilized and seen as a core resource has been revolutionized beyond any reasonable expectation. There has now been an acceptance as normal to conduct many activities on-line which in turns necessitates the equipment to be able to do this. It is this that has the potential to increase Samsung’s share of the Smartphone market beyond the circa 20% that it has maintained since 2011. Thus it is reasonable to expect that supply will have to expand resulting in a supply curve that shifts to the right as seen in the diagrams below;
[image: ECON 150: Microeconomics] 
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3.3.3.3 The role of Samsung within the Internet of Things (IoT) as this expands – This is an increasingly seamless integration of products and services that will add value and ease to consumer interactions and lifestyles aided by the role out of 5G technology.
3.3.3.4 Political Support – despite recent scandals in South Korea Samsung still commands significant political support in its home nation and abroad. This is supported by its defence –grade Knox platform in business to business operations (B2B) (Samsung 2021).
3.3.3.5 Product and Market diversification – In order to take advantage of emerging technologies and opportunities Samsung is to expand its range of products and marketplaces. One of the ways in which Samsung is already looking to achieve this is through a more coherent and joined up research & development  / production models that utilize common components.
3.3.3.6 5G technology- Samsung has already brought the first 5G smartphone to market in May 2021 and so is seem as a market leader for the development and use of this technology. Going forward Samsung is looking to create user-centric 5G networks (Samsung 2021).
3.3.4 Threats
3.3.4.1 Competition from Apple- This Company currently represents Samsung’s closest rival in terms of smart technology in phones and tablet devices. There is a perception of customers being either an Apple user OR a Samsung user and subsequent loyalty to the band in terms of future choices. If Apple were to develop a device that disrupts the existing technological landscape then there is the possibility that they could lure customers away.
3.3.4.2 Reputational damage from counterfeit claims- There has been some damage from the fines that Samsun received following claims lodged by Apple that they had copied some elements of  iPad in the development of the Galaxy Note. This however does not appear to be long lasting and a Google search for news about Samsung throws up issues with the Galaxy note 7 and claims it paid for negative reviews of competitors pages before any mention of the counterfeit charges.
3.3.4.3 Cheaper rivals emerging – There will always be the risk of cheaper rivals emerging that could threaten Samsung’s market share. This can be mitigated by timely acquisitions, registering of intellectual patents which are vigorously defended and monitoring of the sector as standard good business practice.
3.3.4.4 Speed of technological advances – Samsung is well placed to maintain its market lead at the forefront of technological advances with its network of research and development centres spread around the globe; however it needs to ensure that as in threat 3.3.4.3 above complacency does not allow rivals to sneak a march on its new developments.
3.3.4.5 Legal and regulatory – Strict compliance with all relevant legalisation and regulation in the markets that it operates and wishes to expand in must be maintained if Samsung is to avoid being tripped up by red tape which could harm not only the ability to trade in specific markets but also its global brand positioning
3.3.4.6 Ethical reputation – This is always a threat to any organisation, however today’s younger consumer (Millennials and Generation Z) place much more emphasis upon the ethical behaviour of Companies that they give their loyalty to. Samsung has already worked to counter many of the concerns that may arise by working to ensure that their manufacturing and mining operations compile with ethical benchmarks.



4.Key Findings
4.1 Conclusions
Samsung is in an enviable position as a global enterprise with a solid Number 1 position in the sales of smartphones. Following a dramatic change in management style in 1993 Samsung has managed to transform itself from a mediocre player within the electrical industry into a major, high end global brand with significant customer loyalty and research and development capabilities. 
The challenge going forward is to maintain this momentum whilst increasing its operating profit margin, market share and expanding to optimise the opportunities that arise from technological advances and shifts in cultural behaviour as we emerge from the COVID-19 Global Pandemic.
The roll out of 5G across the world will transform the use of digital technology in everyday life and Samsung is currently poised at the head of this development for example in the UK;
“general assessment: UK’s telecom market remains one of the largest in Europe, characterized by competition, affordable pricing, and its technologically advanced systems; mobile penetration above the EU average; government to invest in infrastructure and 5G technologies with ambition for a fully-fibered nation by 2033; operators expanded the reach of 5G services in 2020; super-fast broadband available to about 95% of customers; London is developing smart city technology, in collaboration with private, tech, and academic sectors; in 2020 the UK Government banned Chinese company Huawei's 5G equipment from the UK's 5G networks following advisement from the National Cyber Security Centre (NCSC); importer of broadcasting equipment from China (2020)”
source: www.cia.gov / the world fact book

Below is a diagram of the interactions between local and global environments that illustrate many of the findings of this report in a concise picture.
[image: The influence of macro and micro-environmental factors on the consumption  of mobile phones and marketing strategies | Semantic Scholar]
Source: The influence of macro and micro-environmental factors on the consumption of mobile phones and marketing strategies Y. Yam (2016)

4.2 Recommendations
The following are the principle recommendations for Samsung going forward from the analysis of the macro and micro economic environments that it operates within as discussed in the sections above:
1.Design Dominance – continuous innovation. In order to maintain its current number 1 position in the Smartphone sector Samsung must strive for Design Dominance. There is the potential to expand this beyond the standalone Smartphone sector as the Internet of Things (IoT) grows in influence, capability and user adoption.
2. Increase market share – new markets. The only way in which Samsung will be able to increase its market share which has remained at circa 20% for the past 11 years is to expand into new markets whilst at the same time acquiring smaller enterprises that already have a foothold in these markets to ease transition and help to understand local markets.
5G Network Solutions – In order to maintain its position at the forefront of 5G solution delivery Samsung must deliver reliable, user friendly and accessible technology.
Environmental and green credentials- Samsung should continue to be an industry leader by always improving and staying ahead of the curve where environmental improvement opportunities present themselves.
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