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Economic Analysis of Samsung

Samsung is a multinational manufacturing conglomerate with its headquarters in Seoul, South Korea. While it began as a trading company in 1938, it has diversified into multiple businesses (Burris, 2020). However, it is often synonymous with electronics. In particular, the current paper will focus on its role in the mobile devices market. Samsung is currently one of the global leaders in the mobile devices market, competing with firms such as Apple and Huawei. The report focuses on the demand and market equilibrium analysis and the factors that affect the demand for Samsung products, with a primary focus on the UK market.

The paper analyses mobile devices by Samsung in the UK market. Adams and Lee (2019) observe that smartphones have an unparalleled ubiquity in the UK, amounting to tens of millions of devices, which opens an opportunity for revenue streams. The selection of Samsung in the UK market is due to this firm's performance in this market. Deloitte (2023) indicates that Samsung ranks second to Apple in the UK smartphone market, while other firms like Huawei follow. The smartphone is a fast-evolving market that is largely driven by technological innovation. Moreover, the market tends to expand fast as the use of the internet and web-based technologies grows. An analysis of the demand and market equilibrium for Samsung's mobile devices can provide resourceful insight into how factors such as product price, substitutes, complementary products, consumers' income levels, demographic characteristics of consumers, and their tastes and preferences affect the demand for the product. Moreover, the analysis will assess how the price elasticity of demand for Samsung mobile devices is impactful. Such insight can influence the development of suitable pricing and market strategies to ensure sustained competitive advantage by this technology leader.

Demand and Market Equilibrium Analysis
While statistics may differ about the market share estimates, it is apparent that Apple commands almost half of this market, while Samsung ranks second, controlling about a third of the market. Huawei, Motorola, Xiaomi, and other firms also have a share in this market. A recent study by the Competition and Markets Authority showed that Apple and Samsung command the largest shares of the UK smartphones market, and various factors are attributable to the observed market trends (Heywood, 2022). Furthermore, the report showed that among Samsung consumers, the most mentioned factors for purchasing intentions were screen size and quality, price, camera, and battery life.  

There are various factors that affect the demand for products. In the UK mobile devices market, the price of substitutes is a critical factor that has a significant impact on the demand for Samsung devices. As highlighted in the report above, the price was one of the factors that consumers cited as influential in their purchasing decisions in favour of Samsung. Research shows that consumers seek value for their money by purchasing products that offer the best features at the lowest prices. As a result, Samsung has often strived to provide high-quality mobile devices to their consumers but at lower prices than their rivals. As noted earlier, Samsung's rivals, such as Apple and Huawei, offer substitute mobile devices. Statistics by Uswitch show that top-end mobile phone prices have risen by over four hundred percent in the last two decades, with premium devices costing over half of the consumers' monthly wages, as indicated in the figure below (Ali, 2020). However, the cost rises also indicate the increasing complexity of mobile phones.
Figure 1. pattern of mobile prices over the years
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Source: Ali (2020)
A look at the price trends of the closest competitor can provide resourceful insight into how the price of substitutes affects the demand for Samsung products in the UK market. In 2022, when Apple released the new iPhone 14 pro, its price was about one thousand and ninety-nine pounds, which is one hundred and fifty pounds costlier than the previous device in this series (Field and Corfield, 2022). Apple's other devices experienced similar raises, which were largely attributed to inflation. In contrast, comparable Samsung phones in the S22 series released in 2022 averaged between seven hundred and sixty-nine pounds to one thousand and one hundred pounds. Consequently, the rising competitor prices could increase the demand for Samsung mobile devices.

Another factor that significantly influences demand is the price of complements. For Samsung smartphones, complementary products are both hardware and software products. Hardware products that complement smartphones include audio devices such as headphones, speakers, and wireless earbuds, power devices like chargers and portable battery packs, and protection products like screen protectors and cases. Deloitte (2023) predicts that direct revenues from the sale of accessories are on an upward trajectory in the UK. The increasing demand for such complementary products could be due to their increasing affordability among consumers. On the other hand, software complements include the android software that Samsung mobile devices often rely on. Most of the android software used in Samsung smartphones is cheaper to consumers than those in the devices of competitors like Apple. Communication and data services are also complementary products for this product. In the past few years, the cost of communication and data has been on the decline and has caused a substantial increase in mobile communication and data consumption. A report by Ofcom (2022a, p 23) indicates that mobile prices fell by over twenty percent between 2015 and 2020. Figure 2. below indicates the upward trends of mobile data consumption in the UK. As a result, the observed trend of declining prices of complements shows the potential to increase the demand for Samsung smartphones.  

Figure 2. UK mobile data consumption over time
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Source: Ofcom (2022b)

Consumer income also affects the demand for a product. Puri and Kaur (2018) hold that the individual's income is the main determinant of a consumer's demand for any product, such that an increase in income raises the demand for a commodity. Recent statistics indicate an upward trend of disposable income in the UK between 2000 and 2017, as shown in figure 3. below. However, the recent coronavirus pandemic resulted in inflation, which may have adversely impacted real income. As a result, initially, the growing consumer incomes positively influenced the demand for Samsung mobile devices, but the occurrence of Covid-19 slowed this demand.

Figure 3. Gross disposable household income, 2000-2017
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Source: Office for National Statistics, 2018.

The demand for Samsung handsets also depends on consumers' tastes and preferences. Over the years, there has been a significant change in consumers' tastes and preferences in the mobile devices market. As mentioned earlier, a report by the Competition and Markets Authority demonstrated that most consumers considered factors such as screen size, camera quality, battery life and other device characteristics in their purchasing decisions. As a result, such device features have become a key point of differentiation between brands in attempts to ensure their products fit 'what the consumers are looking for' in their purchasing intentions. Changing consumer tastes and preferences have a positive impact on the demand for Samsung smartphones, as shown by the positive trends of phones with fold features, high storage capacities, high camera resolutions and other distinctive attributes.

Consumer expectations of prices can also affect the current demand for a product. If consumers expect the current prices to fall, the current demand is likely to decrease. The findings from Counterpoint's Consumer Lens Study suggest that Samsung is the most preferred brand in terms of future spending intentions (Naiya, 2019). The study revealed that about forty percent of consumers indicated future intentions to spend between a hundred to three hundred dollars on their smartphone purchases. Samsung scored highly in this budget range while offering quality products that match customers' tastes and preferences. Moreover, the intentions coincided with some expectations that mobile phone prices would come down. While expectations of price declines can negatively affect current demand, Samsung's resolve to keep innovating addresses this situation by ensuring the continuous development of new products that attract consumers.

The demand for Samsung smartphones may also be influenced by demographic factors such as age, population composition, social influence, and other population-related factors. In the UK, the demand for smartphones is as high as eighty-eight percent among adults, and ninety-five percent of smartphones are used daily (Deloitte, 2023). In the UK, the demand for phones varies with age, such that the younger cohorts have grown with smartphones as their primary devices. For instance, the purchasing behaviour of young individuals tends to be influenced by product features, prices, brand names and social influences. In the UK, the growth of the youthful population is likely to positively impact the demand for Samsung products in future due to the attractive prices and quality features, giving the consumers value for their money.

Price Elasticity of Demand

The price elasticity of demand refers to a measure of the responsiveness of demand in relation to its price change. Mathematically, it is expressed as the ratio of the change in quantity demanded to a corresponding change in price. There are several factors that affect the price elasticity of demand. One of the influential critical factors is the availability of substitutes. The ease with which consumers can substitute a product for another has a significant impact on the demand for a product due to price changes. Where there are good substitutes, the price elasticity of demand tends to be elastic. However, the substitution effect may be substantially influenced by the nature of the product. A product may be a necessity or a luxury, and this can have profound impacts on its price elasticity of demand. For example, a necessity with good substitutes tends to be elastic, so that a small change in its price results in a significant change in the quantity demanded of this product relative to substitutes. On the other hand, for a luxury product, a change in price may not necessarily cause significant changes in the quantity of the product demanded. For example, an increase in the price of a product that people buy for its brand name, such as sports cars, may not lead to a decrease its demand in favour of the substitutes because it is inelastic.

In the UK market, there are several available substitutes for Samsung's mobile devices, such as iPhones and Huawei devices. It is necessary to consider whether UK consumers consider Samsung smartphones as necessities or luxuries to assess its price elasticity of demand. A recent study by Kunst (2019) indicates that fifty-eight percent of UK consumers believe that on some level they cannot live without their smartphone, compared with only twenty-three percent who believe they can do without their smartphone. A similar study revealed that among the younger generations, smartphones, social media, and some technological gadgets are essentials, as opposed to older people's view that they cannot get by without regular holidays, spectacles, and online banking (Elsworthy, 2018). Recent statistics have shown that the line between necessities and luxuries has gradually been blurred, with technology products fast becoming essentials of 'normal' daily functioning. Samsung smartphones are both necessities and luxuries depending on the demographic characteristics of consumers, leading to price changes having varied effects on the quantity demanded. For example, among young people who mostly consider mobile devices are necessities, the demand for Samsung smartphones may be price elastic. Therefore, a small increase in the price of Samsung phones will lead to a large decrease in their demand as consumers may easily switch to rival products like Huawei and iPhones. In contrast, for older consumers, the price increase may not lead to a significant decline in the quantity demanded as they consider these phones as luxury products. The illustration aligns with the findings of Heywood (2022) that customers switched from Apple to android devices like Samsung due to the price advantage.

It is also worth considering the impact of income on the elasticity of demand. In terms of income effect, the change in the quantity demanded of a product can be influenced by a change in the individual's income. As a result, the proportion of income spent on the product is critical in determining demand elasticity. Therefore, as consumers' income increases, they demand more of a product. The effect of income also often depends on the proportion that the product purchase represents relative to the consumers' income. For instance, the price elasticity of demand tends to be low when the purchase of a product only represents a small percentage of income. As a result, a change in the product price would have very little impact on the propensity to consume. On the contrary, when a product's purchase represents a large portion of income, the product's demand is more price elastic. The reasoning is that price changes affect the level of disposable income available to spend on the product.

Assessing the income effect in the UK mobile devices market, some insight into the income levels would be valuable. According to the Office for National Statistics (2023), the median household disposable income was estimated to be thirty-two thousand and three hundred pounds. While Samsung offers a wide range of phone products, the average price ranges between two hundred to four hundred pounds. However, some Samsung phones comparable to high-end iPhones go for more than eight hundred pounds. As a result, the income effect would largely depend on income levels. For those with very high incomes, the price elasticity of demand because of income changes is low, while for those with low incomes, price changes would result in significant changes in product demand because the product price represents a larger proportion of their income.

The above analysis has significant implications for Samsung's pricing strategies. From the analysis, it is apparent that Samsung faces some stiff competition from rivals like Apple and Huawei. For instance, the high price elasticity of demand among the youth should be an area of concern as the youthful population in the UK provides a good opportunity for Samsung to gain a competitive advantage. Samsung can mitigate the threat of substitutes by using competitive pricing strategies to ensure it attracts the growing youth population who consider mobile phones as daily essentials. Offering low-priced devices that simultaneously satisfy the needs, tastes and preferences of these consumer groups can increase the demand for smartphones. For instance, affordable phones that integrate features such as camera quality, high storage, and processing capabilities, 5G connectivity and battery capacity can appeal to young consumers and give Samsung an edge over rivals. However, other consumer segments that value brand status should also be considered. Samsung should also continue to produce high-end or premium devices that attract luxurious consumers. Therefore, a mixed pricing strategy that integrates price discrimination and value for money can be suitable to promote Samsung's efforts to beat its arch-rivals in the UK market.
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