
[image: A black background with white text

Description automatically generated]


  

              Identifying the influence of external environment
                  on Samsung Electronics in United Kingdom








Name: Hortenzia Bodor
Student ID: 2233649
Module code: LCBB4004
Module name: Marketing Fundamentals
Lecturer: Dr. Piyumika Kithulgoda Gamage 

Table of Contents

Introduction	1
Background of Samsung	2
Marketing and the marketing process	3
External environment	4
PESTLE analysis	4
1. Political factors	5
2. Economic factors	6
3. Social factors	8
4. Technological factors	8
5. Legal factors	9
6. Environmental factors	10
Porter’s five forces	10
Rivalry between competitors	11
Threat of new entry	11
Threat of substitutes	12
Power of buyers	12
Power of suppliers	12
Conclusion	14
References	15














2

[bookmark: _Toc143592564]Introduction


As businesses adapt to changing consumer preferences, technological advancements, and the complexities of the global economy, their daily operations are significantly impacted by the world's dynamic nature. The ability to remain competitive in markets is dependent on adaptability, especially in response to changes such as the increasing use of technology. To achieve long-term success and maintain viability in a dynamic environment, businesses must continually innovate, embrace diversity, and implement long-lasting strategies. These actions are crucial for businesses to succeed in an environment of constant change.
Like an individual, a business is part of its environment. When developing a business strategy, it is crucial to consider both micro- and macroenvironmental factors. This enables a company to achieve its long-term objectives. The surrounding environment has a significant impact on the mission, vision, and objectives of every business. These forces are beyond the control of the business, yet they influence the strategic marketing planning and decision-making process. 
The technology sector has experienced substantial expansion. This can be explained by the increasing global demand for technological products, particularly smartphones and contemporary computer systems.
Today, when everything focuses on communication and technology, it is difficult to exist or even learn without a mobile phone. It has been integrated into our daily routines. 
Samsung Electronics is one of the world's major producers of electronic devices.
The aim of this report is to critically analyse the influence of external forces that affects Samsung company's performance in the United Kingdom.









[bookmark: _Toc143592565] Background of Samsung


Samsung and Apple are two widely recognised brands that have widespread familiarity among the general population.
Samsung Electronics, the largest business in South Korea, is mainly involved in the manufacturing of semiconductors and electronic devices. Samsung has established itself as a highly renowned company in the field of technology, making significant contributions to almost 20% of South Korea's total export volume. Samsung's brand recognition has been boosted internationally due to the popularity of its devices. The business was founded in the year 1938, first operating as a modest trading enterprise located in the region of South Korea.
Samsung made its entry into the electronics business in 1969 through the establishment of dedicated divisions that had a focus towards the production of electronic devices. One of the initial electronic goods manufactured by the company were black and white televisions.
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                                                        (Figure 1- 2022)

The 1974 acquisition of Hankook Semiconductor by Samsung Electronics enabled the company to become the market leader in memory processors in the early 1990s and to maintain its position as the world's leading semiconductor manufacturer.
In addition, Apple iPhones, the primary competitor of Samsung's Galaxy phones, currently use Samsung memory processors. The company's development and success are a result of its responsiveness to market shifts and willingness to invest in new products and technologies. 
The company released its first mobile phone in 1993, and has since continued to develop new products, such as laptops and LCD televisions, while investing heavily in research and development over the course of these years. The company reported a record-breaking 302.23 trillion in annual revenue and KRW (Korean won) 43.38 trillion in operating profit for the full year, despite experiencing a significant decline in its business environment during the fourth quarter of 2022 because of a slowdown in economic activity. In addition, among Android phones, Samsung has the highest trade-in brand loyalty at 63.9%, while only 10.8% of consumers remain with other Android devices.
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According to CIM (The Chartered Institute of Marketing), marketing is "the management process responsible for identifying, anticipating, and satisfying customer requirements profitably." It involves comprehending the competitive environment and current developments to effectively reach consumers with the right product, price, distribution, and timing strategies.
The marketing process involves a series of actions taken by businesses to effectively advertise and distribute their products or services to potential consumers. The process involves identifying the target market, developing a marketing strategy, implementing the plan, and gaining client value. Marketing is the process of making people aware of what a company offers and encouraging them to buy it.
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In our competitive society, businesses must always be conscious of the external factors that impact their decision-making and operational activities.
“Opportunities are favourable factors or trends in the external environment that the company may be able to exploit to its advantage. And threats are unfavourable external factors or trends that may present challenges to performance.” (Kotler, 2020)
The objective is to connect the company's strengths with advantageous opportunities in its external environment, while simultaneously minimising weaknesses and minimising the impact of any threats. Companies frequently employ environmental analysis techniques such as PESTLE analysis to evaluate the risk associated with the impact of external factors on the success of the business.

[bookmark: _Toc143592568]PESTLE analysis

The application of Pestle analysis enables Samsung to gain an in-depth understanding of external aspects that have the power to influence their operational initiatives and strategic decision-making over an extended period. This analysis helps the business anticipate potential challenges and opportunities, alter its strategy, and make decisions based on the results.
Pestle refers to the political, social, economic, environmental, and technological factors that have an impact on any organisation.
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The country's greatest strength was its political stability; however, between July 2022 and December 2022, there were five different Prime Ministers (David Cameron, Theresa May, Boris Johnson, Liz Truss, and now Rishi Sunak); there have been seven Chancellors of the Exchequer (George Osborne, Philip Hammond, Sajid Javid, Nadim Zahawi, Rishi Sunak, Kwasi Kwarteng, and now Jeremy Hunt); and This may be considered entertaining but it put England in an unstable position. Also, Brexit has had numerous consequences in the United Kingdom; some people believe it was a good idea, while others disagree.  The positive news is that none of them have impacted Samsung's development. The United Kingdom has strong diplomatic ties with the United States and numerous other nations around the world; it is also a member of the United Nations and exerts considerable influence over global economic, cultural, military, scientific, and political issues. All these factors make the United Kingdom a highly desirable location for business. Nonetheless, according to the BRC Crime Survey 2023, the frequency of violence and abuse in the United Kingdom is on the rise, reaching nearly twice the levels recorded prior to the pandemic, which is quite alarming. 
The tax laws of the United Kingdom are continually changing; in April 2023, the Corporation Tax rate increased from 19% to 25%. However, only companies with taxable profits more than £250,000 are subject to the standard rate of 25%.  
The United Kingdom is one of the most significant global markets for Samsung. London became home to Samsung KX, one of only three tech venues of its kind in the world, in late 2019.
The monarchical form of government in the United Kingdom is widely recognised and acknowledged. The United Kingdom is characterised by the presence of two major political parties, namely the Conservative Party, which supports right-wing ideologies, and the Labour Party, which supports left-wing principles. The governmental structure functions inside a parliamentary system.
The United Kingdom is often seen as a favourable destination for non-European foreign businesses, notably those located in Asia and North America. This is mainly due to its strategic geographic location, which enables easy access to the entirety of Europe. Compared to a substantial portion of the European Union, the United Kingdom is regarded as a nation with a relatively favourable economic environment. Consistently, the World Bank Group ranks the country as the eighth most favourable business environment in the world, considering factors such as establishment procedures, regulatory frameworks, and legal frameworks.
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After the turmoil created by Covid 19, companies have become accustomed to economic volatility. The ongoing conflict between Russia and Ukraine, the departure of two prime ministers, and the increase in inflation and interest rates have only served to complicate the situation further; it is evident that consumer and business community confidence remains fragile.
During the three-month period ending in October 2022, 43% of businesses experienced a decline in revenue, while 32% saw an increase. Bills for utilities, fuel, inputs, and labour costs were key expenditures that had a significant impact on financial budgeting. In addition to political uncertainty, rising interest rates are a source of concern for businesses. To control price inflation, the Bank of England has raised interest rates fourteen times in a succession. The Monetary Policy Committee increased the Bank rate from 5% to 5.25 % in August. The Office of National Statistics (ONS) reports that prices rose 7.9% from January to June.
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Following a positive performance in the final month of the quarter, the British economy grew by 0.2% between April and June. According to the Office of National Statistics (ONS), the manufacturing sector (particularly the automobile industry) also contributed to the growth. The estimated employment rate for March to May 2023 in the United Kingdom was 76 percent, an increase of 0.2 percentage points compared to December 2022 to February 2023. In the period from March to May of 2023, the unemployment rate increased by 0.2 percentage points, reaching 3.8%.
Economists have stated that there are a few reasons for optimism, but they have also predicted that interest rates will continue to rise due to indications that inflation will remain higher.
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                                                            (Figure 1- BBC, 2023) 
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The beliefs and attitudes of consumers continuously impact product demand and sales levels. Mobile phones are used not just for communication, but also for health monitoring and safety purposes. It also facilitates access to additional services, including banking, working, and online shopping.
 Additionally, this improves social networking because verbal communication is more common than email.
According to Worldometer (2023), the current population of the United Kingdom is 67,763,837. The female population of the United Kingdom is 50.6% and the male population is 49.4%. In addition, the United Kingdom is a multicultural nation with a diverse ethnic population. Beginning in 2023, 84.5 percent of the population of the United Kingdom resided in urban centres, while 15.5 percent lived in rural locations. During the 2021 Census, the average age of the English and Welsh population was 40 years old. This is significant because young people are the most common consumers of smartphones and other digital devices. A growing emphasis on health and fitness, for instance, increases demand for technological devices with health monitoring capabilities, like Samsung's smartwatches.
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Samsung must continuously invest in research and development to keep up with new technologies, such as advances in screen technology (such as OLED and Micro-LED) and developments in artificial intelligence, 5G, IoT, etc. Innovations such as foldable phones and 8K displays demonstrate the company's commitment to improving consumer experiences and shaping the future of the technology industry.
In recent years, the technology sector in the United Kingdom has emerged as a significant driver of economic growth. From 2010 to 2019, its considerable contribution to the national economy increased by more than 25%, resulting in an increase of over £150 billion. Therefore, it has become one of the nation's most valuable economic assets and the technological leader in Europe.  
Beginning in 2023, there will be 66,11 million internet users in the United Kingdom. In addition, there were 57.10 million social media users in January, or 84.4 percent of the population, and 87.66 million active cellular mobile connections, or 129.6 percent of the population. 
Now, an international competition is underway over the key technologies that will have a substantial impact on the future. The technologies mentioned previously cover artificial intelligence (AI), quantum computing, green technology, and semiconductors. Governments are actively involved in a highly competitive environment, where they attempt to attract persons with advanced skills, secure investments, and cultivate the development of technology groups. The United Kingdom faces a real risk of falling behind if the forthcoming government fail to effectively focus on the nation's natural benefits.  
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In accordance with consumer legislation in the United Kingdom, individuals possess the right to ask for cost-free repairs or replacements for defective items or goods that fail to match the requirements outlined in the sales agreement. If a repair or replacement is impossible, would place an excessive cost on the seller, or cannot be completed within a reasonable time frame and without causing the consumer significant inconvenience, the consumer may request a price reduction or terminate the contract by returning the product and receiving a refund. In the United Kingdom, the General Data Protection Regulation (GDPR) is implemented by the Data Protection Act of 2018. Everyone responsible for managing personally identifiable information must adhere to strict rules known as "data protection principles." It is crucial to ensure that the use of information adheres to the principles of equity, legality, and transparency. Ofcom is responsible for the legal oversight of electronic communication networks and services, including the licencing of broadcasting services. In addition, along with the Competition and Markets Authority (CMA), Ofcom is responsible for promoting fair competition in the industry by upholding and enforcing competition regulations.
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Environmental factors in the United Kingdom can have a considerable impact on Samsung's activities, strategy, and reputation. To be competitive in the UK market and maintain its reputation as a socially responsible and ecologically conscious company, Samsung must make changes to its goods, operations, and corporate strategy.  Samsung Electronics recently released the 2023 Sustainability Report, which details the company's most recent sustainability strategies for people, the environment, and core values. The report highlights the company's accomplishments, including the launch of its Global Human Rights Principles and initiatives to implement the New Environmental Strategy, which describes the company's strategy to achieve net-zero emissions in the Device eXperience (DX) Division by 2030. Inhee Chung, Vice President of Samsung Electronics' Corporate Sustainability Centre, stressed the importance of Samsung's Mobile eXperience (MX) Business within the DX Division, adding that it is critical to the company's ability to meet its obligations. "MX Business intends to meet its own sustainability goals by 2025, which include incorporating recycled materials into all mobile products, eliminating plastics from packaging, achieving zero standby power consumption for smartphone chargers, and achieving zero waste to landfill.
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Typically, market researchers employ a variety of analysis techniques to obtain useful market data. Porter's Five Forces model is an example of an analysis model.
“Porter’s Five Forces Framework assists industry analysis and helps to identify industry attractiveness in terms of five competitive forces: extent of rivalry between competitors; threat of entry; threat of substitutes; power of buyers; and power of suppliers. These five forces together determine an industry’s ‘structure’ and its attractiveness." (Whittington - 2019)



[bookmark: _Toc143592576]Rivalry between competitors


Samsung is a globally renowned technology industry leader and a brand that rates among the top ten globally.
In the technology industry, Samsung faces intense competition from companies such as Apple, Google Inc., and Amazon.com. These companies are just as ambitious as Samsung in terms of innovation, product development, and marketing, thereby creating a formidable competitive force within the industry. Samsung's products have a few unique selling factors, but this does not mean consumers have no other choices. The fundamental capabilities of all Android devices are identical. The same holds true for digital televisions and refrigerators, so it would represent a moderate level of differentiation from other comparable companies. Low transition costs between products are another important factor promoting competition in the technology sector. Switching from a Samsung product to a product from another brand requires minimal commitment on the part of the user, primarily due to the availability of similar products serving the same function. Google Drive on Android devices and iCloud on Apple's iPhone are examples of devices that store data in the cloud. Therefore, industry competition is intense.
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The technology industry requires a substantial capital investment. A potential entrant must invest in technology infrastructure, talent acquisition, and marketing capabilities in order to enter the market successfully. Every company invests significantly in research and development and introduces the most innovative products in order to gain market share. In addition to Apple and Motorola, Samsung has a reputable and well-known brand. Both Samsung and Apple have established, loyal customer bases. Brand equity is an additional barrier for new entrants, as it requires them to invest in developing brand awareness and marketing their products. The threat of a new business entering the market is low to medium.
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Substitute products are products that can be purchased and used in substitute of another product for the same purpose. For Samsung Electronics, the threat of substitutes is low to moderate; alternative brands from other consumer electronics companies can provide substitute products. Customers can transition to a new provider at any time, and they have a vast selection of brands from which to choose. 
Due to the presence of competitors adopting competitive and penetration pricing strategies, there are relatively low-priced substitute products. Numerous distribution channels provide the purchase of substitutes. This is influenced further by the presence of minimal switching costs and the availability of competitively priced alternatives.
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In the consumer electronics industry, where numerous businesses offer alternative products, the bargaining power of consumers is high. Sony and LG Electronics offer alternative home appliances, while Apple and Google offer alternative mobile devices. Qualcomm and MediaTek are substitutes for Samsung's semiconductor business, while LG Electronics is an alternative for Samsung's OLED products. Samsung Electronics faces a low threat from substitutes, but a high threat from direct alternatives. Moreover, Samsung's products are more expensive than those of most of its rivals. These alternatives are also easily accessible. Customers can save a substantial quantity of money by selecting less expensive options.
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Certain technological companies depend on their suppliers for various aspects of their operations. As an example, Apple engages in the design of its own goods, although it depends on external entities such as TSMC and Foxconn for the execution of the manufacturing process. The power of suppliers is low in the context of Samsung due to the presence of a diverse range of component suppliers that are easily accessible. Samsung Electronics possesses an extensive supply chain with almost 2,500 suppliers worldwide. Certain companies are engaged in the provision of raw materials or components, while others are involved in the supply of equipment. However, it is essential to acknowledge that all these entities play a crucial role. The company actively nurtures strong partnerships and fosters collaborative efforts with its suppliers, simultaneously using Green Management principles in its supplier relationships.
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In view of the dynamic and constantly changing global environment, it is essential to acknowledge that no business, including Samsung, an acknowledged industry leader in technology and a member of the top ten worldwide brands, can claim absolute security.
There is a significant level of competition among businesses as they seek to maintain their dominant position in the market while consistently expanding their range of innovative products.
The United Kingdom's strategic geographical location within a central time zone provides a unique benefit for international businesses. The country holds a powerful position in global politics and business due to its significant size, considerable power, and substantial influence. Throughout the course of history, this country has consistently established as a prominent force in the fields of commerce, innovation, and culture. Despite concerns about the possible impact of the United Kingdom's withdrawal from the European Union on businesses, Samsung's market share did not decline significantly in the United Kingdom.
The impact of Brexit on the United Kingdom, as well as the political instability experienced in 2022 and the remaining uncertainty regarding the UK economy, inflation remains the primary concern for UK businesses, as people are focusing more on purchasing the essential; in addition, Samsung may be threatened by the industry's intense level of competition. In a lower price range, a variety of similar products with comparable features are available to customers. 
However, the successful integration of digital marketing and innovation has positioned Samsung as a distinctive and reputable brand, deserving of customer loyalty.
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