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Samsung at CES: Diversification the Key to Growth
o Samsung aiming to make its chips available for a broader market; hedging
against being sole supplier to Apple
o Targeting corporations with mobile devices, ramping up mobile content to fend
off competition

AMID all the fanfare surrounding this week’s ongoing Consumer Electronic Show
(CES), the spotlight was trained on Samsung when it introduced new technologies and
strategies that are poised to keep the company ahead of its rivals. While the Korean tech
behemoth’s demonstration of futuristic, bendable organic light emitting diode (OLEDs)
screens, which allow tablet computers to be folded into half, are much sexier to talk
about, Samsung got down to more practical announcements when it introduced an 8-
core processor built into a single piece of silicon.

According to business news portal Bloomberg, Samsung will begin selling a chip —
known as the Exynos 5 Octa — that has eight cores, four of which are designed to run
fast when the device needs operating power on demand, while the rest are engineered
to help conserve battery power. Bloomberg noted that the Suwon-based company is
trying to build on its position as a supplier to Apple and its own handset division by
winning orders from other phone makers, with a full range of integrated components
including processors, memory chips and screens.

“In the world, the only company that has logic, memory and display is Samsung
Electronics,” Bloomberg quoted Stephen Woo, president of Samsung’s System LSI
[Logic] unit, as saying. While Woo’s System LSI division is focused on the smartphone
market -- where Samsung and Apple have more than half of industry sales -- the unit is
independent of the company’s handset business, Bloomberg said. In a related
story, Reuters reported that Samsung is looking to diversify its business and supply
chips to more Chinese and other emerging smartphone makers in a bid to compensate
for any reduction in demand from Apple, which has traditionally been the Korean
chipmaker’s customer.

Reuters said Apple was weaning itself off Samsung chips used in its iPhones and iPads,
as the Cupertino, California-based smartphone and tablet maker becomes less reliant on
its rival for parts for its gadgets. Apple is already buying fewer Samsung memory chips
and display screens as the two have gone to war over patents - concerns have grown that
Samsung may see its processor revenues tumble, wire agency added.

“[We] should diversify our customer base and are making such efforts already, adding
some Chinese customers,” Woo told Reuters ahead of his first keynote speech at the
CES in Las Vegas on Wednesday.

Reuters noted that Samsung's mobile processor business is almost entirely tied to the
fortunes of Apple and its own mobile business — its Galaxy range. By comparison, chip
rivals such as Qualcomm, Texas Instruments and Nvidia have a broader client base that
spans LG Electronics, Nokia, HTC, Huawei Technologies and Google's Motorola.
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“We see emerging players who have potential to grow in smartphones and we will
continue to make efforts to supply them with our chips,” Woo said.

Targeting corporates, mobile content

Meanwhile, in another Reuters report, Samsung said it was planning to focus on two
key thrusts this year to bolster its efforts towards becoming a more dominant tech titan.

The news wire said Samsung would turn its attention to mobile content and invest in
devices that appeal to the corporate sector at a more rapid pace, seizing opportunities
left behind by declining device makers such as Canada’s Research in Motion (RIM),
maker of the BlackBerry devices.

Reuters reported Kevin Packingham, chief product officer for Samsung Mobile USA,
as saying that Samsung's corporate market ambitions have advanced as the popular
Galaxy S3 recently won the requisite security certifications from companies.

“The enterprise space has suddenly become wide open. The RIM problems certainly
fueled a lot of what the CIOs are going through, which is that they want to get away
from a lot of the proprietary solutions," Packingham said in an interview with Reuters
at CES.

“They want something that integrates what they are doing with their IT systems.
Samsung is investing in that area.”

In the past year, large organizations have ditched their BlackBerrys as the preferred
choice for their communications needs. Airline carrier Quantas, consulting firm Booz
Allen Hamilton and software maker SAP are but examples of this, as are the US
National Transportation Safety Board and the US Immigration and Customs
Enforcement agency. Reuters also noted that Samsung is beefing up its software that
will combine the mobile phone with Samsung's strength, the television, which the
company claimed has barely evolved in the past decade.

“We'll start to integrate what’s happening on the big screen to what's happening on the
tablet," Packingham said. “We know now that people like to explore content that they
are watching on TV while they have a tablet in their lap, and that's going to be a big
theme for [Samsung] this year.”

(Source: https://www.digitalnewsasia.com/ samsung-at-ces-diversification-the-key-to-growth)

Based on the case study above, answer the following questions:

(a) Compare with examples related versus unrelated diversification.
(10 marks)

(b)  Analyse the synergies created from Samsung diversification strategy.
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(c) Formulate the revenue-enhancement opportunities from Samsung
diversification strategy.
(20 marks)

Alibaba forms strategic alliance
Alibaba Group, Auchan Retail and Ruentex form new retail strategic alliance

Alibaba Group Holding Limited, Auchan Retail SA and Ruentex Group on Sunday (19
November) announced a strategic alliance that brings together their online and offline
expertise to explore new retail opportunities in China’s food retail sector.

As part of this strategic alliance, Alibaba Group will invest a total of HK$22.4bn
(US$2.88bn) to obtain an aggregate direct and indirect stake of 36.16 per cent in Sun
Art Retail Group Limited by acquiring shares from Ruentex. Auchan Retail is also
increasing its stake in Sun Art.

The transaction will give Auchan Retail, Alibaba Group and Ruentex approximately a
36.18 per cent, 36.16 per cent, and 4.67 per cent economic interest in Sun Art,
respectively. Alibaba chief executive officer Daniel Zhang told reporters in Hong Kong
the investment is in line with Alibaba’s mission of enabling retailers around the world
to enhance consumers’ shopping experience and boost business efficiency through the
use of analytics.

As one of China’s most well-respected retail operators, Sun Art provides a strong
foundation for new retail exploration by building on its two decades of experience in
China’s retail space, Zhang said. The initial stage of the tie-up will focus on digitising
Sun Art’s operations to increase the retailer’s understanding of its customers shopping
habits, improving its product selection, as well as the design of its storefronts.

“Alibaba is excited to join with our new partners to redefine traditional retail through
digital transformation,” said Zhang.

Auchan Retail’s chief executive officer Wilhelm Hubner said the shared commitment
among the partners to digital transformation will help retailers meet Chinese customers’
increasing demand for higher-quality goods and services.

“This alliance with Alibaba stems from our shared vision for the future of commerce in
China,” he said.

The strategic alliance also presents a key opportunity for Alibaba to explore markets
beyond China, said Zhang, highlighting the international reach of Auchan’s operations
as a strong foundation. Auchan has retail operations in 17 countries. It will continue to

consolidate Sun Art in its financials following the deal. TERB UKA
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“Going forward, we will explore various opportunities together with Auchan and try to
improve our services in (overseas) markets,” said Zhang.

Sun Art is a leading multi-format offline food retailer in China. It operates 446
hypermarkets as large as 17,000m2 in 29 provinces, municipalities and autonomous
regions across China under the RT-Mart and Auchan banners. It also operates
superstores and innovative unmanned stores under the Auchan Minute brand.

This Sun Art investment is the latest in a series of New Retail-related investments
Alibaba has made or announced recently.

(Source: http.//www.fruitnet.com/asiafruit/article/174041/alibaba)

(a) Ilustrate THREE (3) benefits of trust during the Alibaba strategic alliance.
(15 marks)

(b) Discuss TWO (2) objectives of Alibaba entering an alliance.
(10 marks)

Q3 A competitive position gives a firm an advantage over its competitors, thus allowing it
to retain/attract more customers, gain mindshare of customers and market share etc.

(a)  Propose the different possibility drivers facing automotive industries in low cost
and differentiation positioning.
(10 marks)

(b)  Explain with examples, THREE (3) elements of firm strategies for different
phases of an industry life cycle.
(15 marks)

END OF QUESTIONS -
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