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Introduction

Among the world's top electronic device manufacturers, Samsung is one of the largest companies in

South Korea that produces electronic devices. The Samsung Group, which is a subsidiary of Samsung




Electronics, specializes in the production of a wide range of consumer and industrial electronics,
including appliances, digital media devices, semiconductors, memory chips, and integrated systems. A
fifth of South Korea's exports are produced by this company, making it one of the most recognizable
companies in the technology industry (Bondarenko, 2023).In addition, Samsung has achieved
remarkable success on the global stage by diversifying its portfolio of businesses, which include
electronics, telecommunications, transportation, and many others. Samsung is one of the most
important players in the international arena and its expansion outside of its home country has been the
result of careful planning and strategic decision-making on the part of the company. The company's
flagship product is its smartphones, which are the company's main focus. According to the number of
users of smartphones, China has the largest market for smartphones, followed by India, and the
United States (Bondarenko, 2023).

Due to the growth in the global smartphone market as well, Samsung has been able to maintain its
position as the global market leader despite a relatively flat market. It is estimated that in 2022 alone,

the Korean electronics giant will ship around 258 million smartphones around the world, which is

21.6 percent of the total number of smartphones shipped worldwide that year (Laricchia, 2023).

Share of shipments

Samsung Share of Global Smartphone: (Laricchia, 2023)




There is an emphasis in this report on the polycentric approach adopted by Samsung for its foreign
subsidiaries to critique its internationalization strategy critically. As part of Samsung's global
expansion strategy, the polycentric approach, characterized by the decentralized decision-making
process and the localization of operations, has played a pivotal role. Using this approach, the company
enables its subsidiaries operating in a variety of countries to customize their strategies, products, and
services according to the unique requirements of the local market so that they can continue to grow
and succeed. A further part of the report explains how Samsung selected the polycentric approach as a
result of several factors that influenced its decision. A comprehensive analysis will involve
considering contextual factors, using the PESTLE model to provide a comprehensive analysis. Using
the PESTLE analysis, Samsung's internationalization strategy has been shaped by a combination of
factors, including political climates,onomjc conditions, social and cultural influences, technological
advancements, legal requirements, and environmental considerations.

Internationalization Strategy: Polycentric Approach

Taking a polycentric approach to internationalization means decentralizing decision-making to the
divisions in different host countries to facilitate internationalization. This approach calls for each
subsidiary to operate independently and to adjust its strategies and practices to local market conditions
and cultural differences. Parent companies (in this case Samsung's headquarters in South Korea) take
a more hands-off approach to their subsidiaries in terms of managing their operations, allowing

subsidiaries to have a higher level of autonomy in the way they do so (Choi, 2022).
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The polycentric approach has been incorporated into Samsung's internationalization strategy in

several different ways, including:

Local Decision-Making: It is Samsung's policy to allow its subsidiaries in different countries
to decide what is best for the local market conditions and consumer preferences according to
their local market conditions. As a result of this flexibility, subsidiaries can respond more
quickly and effectively to opportunities and challenges at the local level without having to
wait for approval from the headquarters (ET, 2020).

Recruitment of Local Talent: When Samsung establishes a foreign subsidiary, it hires local
employees to fill top management positions at the business. With this strategy, the company
has the benefit of the insights and expertise of individuals with a solid understanding of the
local business environment and who can navigate cultural nuances effectively (Simonin,
2014).

Customization of Products and Services: To cater to the specific needs and preferences of

consumers in different regions, Samsung tailors its products and services by a polycentric
approach that includes regionalization. To be able to achieve this goal, it is necessary to make
sure that product features, design, and marketing strategies are adapted to local cultural norms
and tastes (Simonin, 2014).

Market Research and Analysis: To gain a deep understanding of consumer behaviour,
market trends, and competition, Samsung adopts a polycentric approach which involves
conducting market research and analysis in each country. By using data-driven decision-
making at the local level, the company can make better-informed decisions at the company's

level (Simonin,2014).

By adopting a polycentric approach, Samsung can be highly adaptable to the local market conditions,

which enables it to become more competitive and relevant in different parts of the world.

Furthermore, Samsung can demonstrate cultural sensitivity by empowering subsidiaries to customize

products and services. resulting in a greater sense of customer loyalty and acceptance.




PESTEL Analysis
Organizations use PESTEL analysis as a strategic tool to understand and evaluate the external

macroenvironmental factors that can impact their business operations, decision-making, and overall
success of their operations, to understand and evaluate the factors that can affect their success. As part
of its analysis, the report looks at six key dimensions: political, economic, social, technological,

environmental, and legal factors. A PESTEL analysis allows businesses to identify opportunities and

threats that may arise from these factors, allowing them to develop strategies and responses that are

effective in navigating the complex external environment that they are facing (Citilci, 2019).

“PESTEL-

Political Economic Social Technological

Political Factors

In the context of politics, factors such as government policies, political stability, and the overall
political climate play a significant role in the performance of businesses. The political factors which
have a significant impact on the overall performance of Samsung include the following:

Political Stability: For an organization to be successful, it is crucial to maintain political stability.
Having a conducive political environment is crucial to the success of a company if it wishes to thrive.
The only major irritant Samsung has faced in India is a few minor irritants, but its reputation has been
tarnished in African and Latin American countries due to political pressures. If the political
environment is unstable in a country, and the government structure is susceptible to volatile changes
in the future, then business disruptions and loss of business are likely to occur as a result (Jaewon,
2022). Moreover, It has been quite a while since Samsung's home country South Korea experienced
major drawbacks as a result of its strained relations with North Korea (Banka, 2020). There are more

than 80 countries in which Samsung operates at present, and fear of terrorism is another major




challenge that may affect the smooth functioning of the business in the future. There is, however, a
favourable business environment in countries such as China and India that help the company to be
able to make the most of the opportunities that these emerging economies may offer to it.

Government Policies: Samsung's operations can be significantly impacted by the government

policies of the countries in which the company operates. Many factors can influence Samsung's
business strategies, such as tax policies, labour laws, environmental regulations, trade restrictions and
tariffs, and political stability. During the year 2017, the Chinese government implemented several
regulatory systems that had a substantial impact on the smartphone industry, including Samsung's
operations in that country. Regulations have been introduced by the Chinese government on the
recycling and disposal of electronic products, including smartphones, in response to concerns about
the environmental impact of electronic waste. To meet the new environmental standards, Samsung's
smartphone product line may have had to undergo modifications as a result of the regulatory changes
(Maizland, 2021). As a result, launches of new products or changes to existing models may have been
delayed or altered as

this instance, Samsung's smartphone sales have been affected by changes in Chinese regulations as a
result of the country's regulatory changes. This is a clear illustration of how government policies g.n
have a direct impact on a company's operations, market positioning, and strategic decisions in a
particular country. Multinational companies like Samsung must stay abreast of regulatory
developments and be able to change their business practices by evolving government policies in
different markets as they evolve.

International Relations: The international relations between South Korea and the other countries are
of significant importance to Samsung, as a multinational corporation.
The tensions and conflicts that arise from political tensions and conflicts can result in trade
restrictions or boycotts that harm Samsung's sales. As an example of how political tensions between
countries can impact a multinational corporation like Samsung, the THAAD (Terminal High Altitude
Area Défense) dispute between South Korea and China is a good example. A missile defense system
called THAAD is designed to prevent North Korean missile threats from reaching South Korea

(BOROWIEC, 2023). As a result of South Korea's agreement to host the THAAD system in 2016,




there has been a heightened level of tension between China and South Korea. Samsung is one of the

world's largest multinational corporations, with its major products, including smartphones, consumer
electronics, and home appliances, based heavily on the Chinese market. China, however, imposed
unofficial sanctions on South Korean businesses as a result of South Korea's decision to deploy

THAAD, affecting Samsung's operations and sales in China as a result (Byung-yeul, 2023).

Source: Strategy Analytics (Unit: %)
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The decline in Samsung sales due to THAAD (Hani, 2018)

There is no doubt that the incident demonstrates the importance of companies taking into account the
potential risks of political developments and international relations when formulating their business
strategies and managing their operations on global markets to avoid unforeseen risks.

Economic Factors

To perform a PESTEL analysis, it is necessary to include economic factors; they play a crucial role in
influencing businesses and multinational corporations such as Samsung, and they are essential to a
successful PESTEL analysis. An economic factor refers to a broad range of circumstances and trends
that can affect a company's operations, financial performance, and how it makes strategic decisions.

The following are some of the key economic factors that have an impact on Samsung:




Global Economic Conditions: As a multinational corporation, Samsung is influenced by the
economic conditions of the countries in which it operates. Samsung's products may become less
desirable as a result of onomjc recessions or booms in these countries, thereby affecting consumers'
purchasing power and demand for Samsung's products (Sodani, 2021). An example of this would be
outbreak of the COVID-19 pandemic in late 2019 and the subsequent global spread of the disease
had a profound impact on the world economy, which in turn affected multinational corporations such
as Samsung's business operations. There was a reduction in consumer spending on non-essential

items, such as consumer electronics, because countries-imposed lockdowns and people faced financial

uncertainty. As a result, Samsung's products were not in high demand due to this (Sodani, 2021).
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Samsung's sales and business operations have been significantly impacted by the COVID-19
pandemic because of global economic conditions, which were driven by external events such as the

pandemic. Samsung needs to maintain resilience and competitiveness in the global marketplace by




remaining agile and adaptable in response to rapidly changing economic conditions as a multinational
corporation.

Inflation Rates: Samsung products are in high demand in certain countries due to high inflation rates,
resulting in consumers being unable to purchase Samsung products because of lower purchasing
power. In contrast, when inflation is low, Samsung's products may be in more demand due to an
increase in purchasing power and an increase in buying power. Samsung's smartphone pricing and
economic factors can be considerably affected by Argentina's inflationary environment, as
inflationary rates can have a significant impact on the costs of raw materials, components, and labour
used in the manufacturing process of smartphones in Argentina. There is some concern that Samsung
may have a difficult time managing these rising production costs, which will impact its profit margins
in the country. Samsung might have to adjust its pricing strategy for smartphones in Argentina to
maintain profitability and cover rising costs if it wants to remain competitive. The company will
likely need to increase the prices of its devices more frequently compared to markets with lower
inflation. This may affect consumer affordability as well as demand for the devices (Lu, 2017).
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In this example, Samsung's operations are clearly illustrated by how inflation impacts their operations,
even in the future.
Interest Rates: As a result of interest rates, Samsung's costs may be affected. It is possible, for
example, that if Samsung was to take out loans for its operations or expansion, higher interest rates

would cause them to be more expensive. There has been a decline in demand for Samsung's

smartphones and the semiconductors it supplies to rivals such as Apple, especially in recent times




because of rising global interest rates and the cost of living (Aljazeera, 2023). Based on this evidence,

we can also conclude that increases or decreases in interest rates are another main factor that impacts
Samsung's operations throughout the world.

Unemployment Rates: As a result of high unemployment rates, consumer spending typically

decreases, which in tum can reduce Samsung's sales. In contrast, Samsung's products could
potentially be in high demand if there is a decrease in unemployment rates.

Legal Stability: The stability of the legal system plays a crucial role in maintaining political stability.
The legal systems of countries with strong and stable economies provide Samsung with an
environment that is favourable to its business operations. A stable legal framework ensures that
property rights, contracts, and intellectual property are protected, allowing Samsung to operate in
these markets with confidence knowing that their intellectual property is secure (Lindquist &
Martinek, 2010).

Social Factors

As a result of this factor, there are differences between groups from one group to another when it
comes to customs, traditions, and practices. There are differences in social status that affect demand
for the products and also the willingness of the people to work for the company.

Consumer Preferences: Consumer preferences are changing rapidly, and this change can have a
positive impact on one business and a negative impact on the other. It can have both positive and
negative impacts on both businesses. There are several socio-cultural forces that brands like Samsung
have to take into account to strategize their marketing efforts. Samsung has been able to adapt ell to
the demands for large-screen smartphones and mobile gadgets within the market for smartphones and
tablets for some time now. The company's alaxy series has been highly popular across several
different markets across the globe at the same time. The Samsung Galaxy Note series, according to a
2021 survey conducted the most popular Samsung mobile device among Samsung users, with more
than 30 percent of respondents picking this model as the top choice. Nearly 20 percent of respondents

preferred the Galaxy Note over the Galaxy A series when it came to respondent preferences

(Laricchia, 2020)
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Lifecycle Trends: Samsung's products can experience a decline in demand as a result of changes in
lifestyle trends. It is likely that wearable technology like Samsung's smartwatches, which offer health-
tracking features due to an increasing emphasis on health and fitness. will become increasingly
popular in the future (Eadicicco, 2023). In addition to this, Samsung has also announced plans to
launch a new smartwatch based on the customers' focus on a healthier lifestyle. msung's new
software will make the sleep scores more visible on the watch's sleep insights screen and make sleep

coaching more accessible via the wrist. Based on the sleep patterns a wearer displays, sleep coaching

assigns an animal mascot based on those pattems based on patterns they display (Eadicicco, 2023).




Sleep Insights Sleep Coaching

(Eadicicco, 2023)
Demographics: Several factors can impact the market for Samsung, such as the population, the age
structure, the income level, and the level of education. Younger populations, for example, may have a
greater probability of adopting new technology products quickly than older ones. Samsung, for
example, developed the Galaxy A series smartphones to meet the needs of the youth demographic to
create a mid-range offering with features aligned with their preferences. The Galaxy A series is
positioned as a mid-range offering that offers a blend of performance and atfordability. Samsung's
Galaxy A series targeting the youth demographic illustrates the importance of demographic factors in
the development of products, marketing campaigns, and business strategies of the company (Tantuah,
etal., 2022).
Cultural Differences: When it comes to designing and marketing products, Samsung needs to take
into account the different preferences and needs of different cultures. Colour symbolism varies from
culture to culture, meaning Samsung's color options in different countries might differ depending on
the symbolism of color in those cultures.
Technological Factors
Many legal factors can have a negative influence on the operations and decision-making processes of
a business, such as laws, regulations, and legal frameworks. As these factors are shaped by the legal
systems of the different countries, they can have significant implications for both companies operating

on the domestic market as well as for those who operate abroad.




Technological Innovation: There has been a rapid development of technology in the electronics

industry in recent years. For Samsung to keep up with the latest technology. it must constantly invest
in R&D to keep up with the advancements in screen technology (like OLED and Micro-LED),
artificial intelligence, 5G, Internet of Things, etc. To communicate a unique image of a brand, for
instance, today's most successful brands are always striving to harness the power of technology to
communicate their brand to its maximum potential. It has been Samsung's ability as a technology
company g drive innovation to its competitive advantage that has enabled it to remain competitive.

To remain competitive in the market, this visionary company has launched numerous innovative

products constantly (Fritts, 2021).
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(Fritts, 2021)
Technological Infrastructure: A market's technical infrastructure is one of the factors that can affect
Samsung's sales in that market. The roll-out of 5G networks in a region, for instance, can have a
significant impact on the demand for smartphones that can support 5G signals. In addition, South
Korea has been at the forefront of the deployment of 5G networks in the country and is committed to
adopting and expanding 5G technology across the country in a broader sense. A recent example of

how Samsung's sales of 5G-enabled smartphones can be affected by the rapid roll-out of 5G networks




in South Korea provides a practical example of how technological infrastructure can contribute to
sales of 5G-enabled smartphones (Sinha, 2022).

Cybersecurity: A significant concem with the increased digitization and connectivity that we are
experiencing today is cybersecurity threats. For Samsung to maintain a strong security presence in its
products and protect its information systems from cyber-attacks, it must ensure robust security
features (Arghire, 2022). It was revealed in July 2022 that Samsung had fallen victim to a cyberattack
that resulted in the personal information of US customers being compromised, as a result of the
attack. This particular incident, according to the lawsuit, could have been prevented. Such kind of
security issues have also affected Samsung International's operations on a national level (Arghire,
2022).

Legal Factors

It is important to note that legal factors are external forces that can negatively affect the environment
in which a company operates. It is important to understand that legal factors are specifically referred
to as laws, regulations, and regulatory frameworks that must be adhered to by a company during its
operations. The following is a breakdown of how legal factors have an impact on Samsung's PESTEL
analysis:

Data Protection and Privacy Laws: The fact that Samsung's devices store or process personal data

means that Samsung must comply with several laws relating to data privacy and protection, such as

the General Data Protection Regulation (GDPR) in the European Union. As an example, Samsung has
been subjected to heavy penalties for imitating Apple's products such as iPads and iPhones by copying

them. In the minds of the consumers, the act led to a deterioration of the perception of the brand as

well as its image. It is safe to say that the ugly legal battle, which has been ongoing for more than six
years, has ended on a positive note for Apple, with them receiving $790 million in 2012 and $120
million in 2017 (Zibreg, 2020). It was sour turn for the company when its Galaxy Note 7 started
exploding all over the world when it first went on sale. There has been a lawsuit filed against the
company by 527 dissatisfied customers from South Korea. Some diseased customers are seeking
compensatory damages because they have to exchange their devices and they have been

psychologically harmed by using a dangerous phone for a long period. Employment and tax laws have
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to be followed by the company, otherwise, the brand might have to face serious consequences as a
result. If a business is not in compliance with the rules, then it may be enjoined to pay fines that can
cause huge losses to the company. There have been several documents prepared by Samsung
regarding the les and regulations governing staff and other areas of the workplace (Zibreg, 2020).
Intellectual Property laws: A tech company such as Samsung must make sure that its innovations
are protected using patents, trademarks, and copyrights. Furthermore, it should take steps to ensure
that its IP rights do not infringe on anyone else's IP rights, as that could trigger a legal dispute in the
future. There was a case, for example, in the past when Apple and Samsung filed a lawsuit against
each other, alleging that Samsung's smartphones and tablets violated several of Apple's design patents
and utility patents, which were alleged to have been infringed upon (Albasoos & Musallami, 2020).
Samsung was accused by Apple of copying elements of the iPhone and iPad. such as the design of
icons, use of the user interface, and hardware features that were found on the iPhone and iPad. In
conclusion, the results of this analysis indicate that leadership factors are also significant for
Samsung's operations. In addition to ensuring that their innovations are protected through patents,
trademarks, and copyrights, companies such as Samsung must also remain vigilant to ensure that they
do not infringe upon others' intellectual property rights. For tech companies to be able to avoid costly
legal disputes and maintain their position as industry leaders, a proactive approach to IP protection
and respect for the IP rights of their competitors is crucial (Lawson, 2011).

Environmental Laws: Various environmental laws and regulations have to be adhered to for
Samsung to meet its responsibilities regarding waste disposal. recycling, energy use, and pollution.
Due to Samsung's position as a major manufacturer of electronics, this is of particular importance to
our discussion (Korea, 2022). There is a growing demand for more sustainable practices from
governments and consumers, for example. For Samsung to develop a sustainable energy strategy and
reduce its carbon footprint, environmental laws that promote the use of renewable energy and set
carbon neutrality goals are important factors (Korea, 2022). It is in line with this that environmental

laws impose guidelines on how electronic waste. (E-Waste) should be handled, disposed of, and

recycled according to applicable laws. It is Samsung's responsibility to ensure that it complies with




these laws and to minimize the impact of its end-of-life products on the environment by using
responsible waste management practices (Korea,2022).

Environmental Factors

In this context, environmental factors refer to the external factors that have an impact on a business
about the natural environment as a whole. Considering the environmental impact of the products and
operations of a company like Samsung is essential as well as the responsibility of companies like
Samsung to address global concerns regarding sustainability and climate change.

Climate Change: Samsung's supply chain and manufacturing processes can be negatively affected by
climate change, especially in terms of the company's supply chain. A climate-related disaster, for
instance, can disrupt the supply chain, and regulations that are put in place in response to climate
change (such as carbon pricing) can increase the costs of operating a business. Among other things,
Samsung has implemented several environmental sustainability programs to tackle climate change
and reduce its carbon footprint (Samsung, 2022). Samsung has set ambitious targets for reducing its
greenhouse gas emissions across the company's entire operations. The company is continually
working to enhance the energy efficiency of its products, which include smartphones, tablets, TVs,
and home appliances, as well as its manufacturing, office, and logistics operations. Additionally,
Samsung aims to reduce the amount of carbon dioxide emitted from its manufacturing facilities,
offices, and logistics operations. Samsung helps consumers reduce the amount of energy they
consume and the amount of greenhouse gasses they release each year by designing energy-efficient

devices (Samsung, 2022).
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Green Products: As the number of "green" products with a lower environmental impact continues to

grow, there is a growing market for them. By designing products with lower environmental impact,

including recycled materials, Samsung will be able to capture the demand for these products. The

Samsung Electronics company, for example. maintains a strict policy of not compromising

environmental issues, which ensures that environmentally sensitive substances are closely managed.

As part of our commitment to complying with tighter international environmental regulations, we

have established the 'Standards for Controlling Substances Used in Products' and have been

conducting thorough preliminary inspections and managing the following materials regularly

(Samsung, 2022).
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Social Pressure: Consumers, as well as society in general, are becoming increasingly concerned
about environmental concems, and companies are expected to demonstrate their environmental
responsihilities as well. The brand image and customer loyalty of Samsung can be influenced by the
company's environmental reputation (Moisescu & Gica, 2020). There is an increasing trend among
consumers for brands to source their products sustainably and continuously strive to reduce their
carbon footprint to satisfy their customers (Shetty & Bhat, 2022).

Environmental Regulations: Samsung's operations, product design, and marketability can be
impacted by regulations related to environmental issues (such as carbon emissions, e-waste, energy
efficiency, etc.). There has been a successful monitoring of energy costs and indicators at all
workstations of the company which has been achieved by installing energy management systems.
Besides that, the brand has a policy in place regarding the management of chemical substances that
have been outlined and enforced. As a result of the company's commitment to reducing greenhouse
gas emissions considerably throughout the product's lifecycle, the company has set very specific
targets to meet. Additionally, they have developed a framework that has been well-established for
managing the GHG emissions that are associated with product logistics, business travel, etc. Besides
this, they also monitor the greenhouse gas emissions of their suppliers, as well as their own (Strategy
story, 2022).

Conclusion

After analyzing Samsung's internationalization strategy as well as the impact of contextual factors, as
well as considering legal, environmental, and other factors relevant to the case. this study sheds light
on the complexities and challenges facing Samsung in the global market today, as well as the
approach it has taken in the past. To maintain corporate culture and values across Samsung's
international subsidiaries, the company has adopted an ethnocentric approach to internationalization,
which involves key decisions being taken at its South Korean headquarters, which has allowed the
company to maintain control and preserve its corporate culture across its global subsidiaries. As part
of the study, the PESTLE analysis was used to analyze the context of the study and it showed how
political, economic, social, technological, legal, and environmental factors can have an important

effect on the internationalization strategy of Samsung.
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Recommendation’s

Based on the above analysis, we recommend the following recommendations for Samsung's future
internationalization and business strategy based on the findings:

Continuous Market Research: Samsung should continue to invest in market research and contextual

analysis to remain informed about what is happening in its target markets in terms of political,

economic, social, technological, legal, and environmental changes. Samsung will be better able to
meet local demands if it understands these factors to develop products and strategies that are
appropriate.

Economic agility: During economic downturns, Samsung needs to build resilience into its business
by implementing flexible cost management and diversifying its product portfolio to be able to cater to
changing consumer preferences as well as meet the needs of changing economic conditions.
Sustainable Innovation: Samsung should continue to be committed to sustainability and eco-friendly
practices as a part of its corporate culture. A company that integrates sustainable product designs, eco-
packaging, and responsible waste management will not only reduce the impact on the environment but
will also enhance its reputation among customers who care about the environment.

Legal Compliance and IP Protection: To ensure robust protection of its intellectual property rights,
Samsung must remain vigilant about adhering to legal regulations and adhering to its legal
obligations. To maintain Samsung's dominant position in the market, proactive measures can be taken
to avoid infringing on the IP rights of competitors and help prevent legal disputes from occurring.

To maintain its commitment to sustainability and responsible business practices, Samsung must adopt
these recommendations if it is to ensure long-term success in the global market and ensure its success
in the age of globalization, while also strengthening its international presence and maintaining

positive consumer perception.
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