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L G Electronics: The Blue Ocean Strategy

“A company is not only top management, nor is it only middle management: A company is
everyone from the top to the front lines. And it is only when all the members of an organization
are aligned around a strategy and support it, for better or for worse that a company stands apart
as a great and consistent executor. Overcoming the organizational hurdles to strategy execution
is an important step toward that end. It removes the roadblocks that can put a halt to even the
best of strategies'.”

LG Electronics, Inc. (LGE) was primarily known for its low-cost. appliances had more than
72,000 employees working in about 77 subsidiaries and marketing units across the world.
Y oungdungpo-gu, South Korea based LGE was a technology innovator in electronics,
information and communications businesses producing CDMA? handsets, DVD? players, optical
storage devices, canister vacuum cleaners, air conditioners micro ovens.and consumer electronics.
LGE comprised four SBUs": Mobile Communications, Digital Appliance, Digital Display and
Digital Media with total revenue of more than US$ 35 billion (consolidated US$ 45 billion)°.

LGE embraced the philosophy of “Great Company, Great People,” and pursued two growth
strategies which involved “fast innovation” and “fast growth” to secure global competitiveness.
The company sought to secure three core capabilities = product leadership, market leadership, and
people-centered leadership. (Exhibit 1) Since 1993, LGE had been undertaking ‘Super A’°
pioneering activities, to strengthen its competitiveness and create profitability. In 2003, LGE
repositioned itself as a leading global consumer @lectronics brand.” The company also practiced
TL 2005°, a technological management strategy to build and sustain prominence in the global
marketplace.’

In addition, to achieve an idea management base, LGE was carrying out the Six Sigma
Campaign. In January 2006, the company:launched “Blue Ocean™® Management” campaign®* to
be one among the top 3 EIT™ firmsin the world by 2010.

Further, LGE planned to double.its sales volume, profit and shareholder benefit with
30% of its sales volume and 50% of its profit derived from blue ocean products.*

1 W Chan Kim, Renee Mauborgne, “Blue Ocean Strategy,” Harvard Business Press, 2005, Page 171
2 Code Division Multiple Access

® Digital Video Device

4 Strategic Business Units

® Overview, http:/iwww.lge.com/about/corporate/company_overview.jsp

® Super A- It was the activities performed in order to achieve profitability and competences.

" “LG Electronics lights up time squre”, http://www.ogilvypr.com/case-studies/Ig-electronics.cfm

8L (Technology Leadership) 2005 - R& D efforts to achieve global technology leadership in selected business areas and
technologies - is the technology management strategy adopted by L GE to position itself as a Global Market Leader

®“Innovation”, http://www.lge.com/about/corporate/corporateculture_innovation.jsp

19 Blue ocean strategy.is about epoch-making move of strengthening business capabilities and streamlining business structure in the
five arenas of products, business model, work, system and human resources.

1 « Press release”, http://www.lg.co.kr/eabout/news/release/read.jsp

12 Electronicsyinformation, and tel ecommunications

13« Corporate Information”, http://www.lge.com/about/corporate/company_vision.jsp

14 Jeff Ooi,“When beating competitors simply means making them irrelevant”, April 16, 2006, http://www.jeffooi.com/i-
witness/2006/04/blue_ocean_strategy.php,



Global Consumer Electronics

The consumer electronics industry was very dynamic and ever changing impacting every aspect
of modern life. The demands of the consumers were ever-increasing and the companies were
using state-of-the-art technologies to stay in competition. The electronics sector held great
potential not only for the new-entrants, but also for the existing industry giants. To stay ahead of
competitors, companies constantly moved into new markets emerging around the world: To
succeed in these global markets, consumer electronics companies ensured that their products were
compatible with local infrastructure. User interfaces and embedded software were being
localized, providing documentation and support systems to the needs, language, and culture of
local users at the same time controlling costs and accelerating time-to-market.

The consumer electronics market generated total revenues of $49.7 billion in 2005 with the
growth of 11.9% representing a Compound annual growth rate (CAGR) of 10% for the five-year
period spanning 2001- 2005™. Sales from products like plasma and LCD television and other
video segment had generated total revenues of $39.6 billion, equivalent to 79.7% of the market’s
overall value. (Exhibit II) The increasing popularity of the digital music format like MP3
players, the sale of audio equipment also contributed significant revenues, with total sales of $6.2
billion in 2005, equating to 12.4% of the market’s aggregate revenues.'® The Asia-Pacific region
constituted 31.7% of the in global consumer electronics industry as global revenues with rising
income levels in China and India stimulating consumer spending there. In the Asian region
South Korea represented with 9.8% of market share which was small but held an important share
in wireless, Internet services and applications and.in the digital market®™. (Exhibit 111)

Korean industries were dominated by a small number_ of large, family owned companies called
‘chaebols’, which include the electronics giants LG and Samsung. Such chaebols typically
traversed severa industries and were exceptionally vertically-integrated within a given industry.
Through such vertical integration, companies had full control of the supply chain, through which
they could minimize costs and maximize efficiencies accordingly. Through their significant
economies of scale and scope such Korean chaebols had become global household names within
the consumer electronics industry.”

About LG

Founded in 1947 as Lucky Chemical Industria Corporation (LCIC), the company initially
manufactured a cosmetic called Lucky Cream. . In 1952, LCIC became the first Korean company
to enter the plastics industry to make cosmetics containers lids. As LCIC expanded its plastics
business, it also established an electronic company, GoldStar in 1958.

% “An  Industry Insight to the World  Consumer  Electronics,’ February, 2005,  www.the-
infoshop.com/study/rnc27487_consumer_electronics.html,
16 « Consumer electronicsin United States,” June, 2006, https://210.18.104.227/cgi-bin/nph,
11720025.cgi/OlOllOA/http/dbic.datamonitor.com/industrias/profiIey?pi d=5DF2CEF4-F6EA-49C7-BA6D-E4E93F1429C2

Ibid
'8 Op cit., Ibid
19 Op cit. “ Consumer electronicsin United States,”
2« Consumer electronics in Asia pacific”, https://210.18.104.227/cgi-bin/nph
120025.¢gi/010110A/http/dbic.datamonitor.com/industries/profile/ 2pid=BFCD 7905-5D0D-4697-9B4A-843385C260B2, June 2006
2« Consumer electronicsin South Korea”, https://210.18.104.227/cgi-bin/nph-
120025.¢gi/010110A/http/dbic.datamonitor.com/industries/profile/ 2pid=03652D9F-17A5-45F1-A700-015E7C21F7F9, June 2006



In 1959, GoldStar produced Kored's first radio which opened a new era for the @ectronics
industry® in Korea. (Exhibit IV). Until 1960 the sales volume was just tens of thousands but soon
picked up to 1.34 million unitsin 1962 and by 1963, GoldStar was exported to the U:S..and Hong
Kong.?* As sales began to improve, the company began to prepare for a more diversified business
management and recruited proven business professionals to lead. It also beganto establish mass
production centers. In 1966, GoldStar introduced the first Korean-made black and white TV set.
In 1969, when President Chul-hwui Koo of LCIC was appointed as the second Chairman of
GoldStar, the GoldStar Group underwent a major management restructuring. In the same year,
L CIC went public and GoldStar too followed the suit.

The Korean electronics industry with active support from the Government in the 1970s showed
promising growth. GoldStar established large plants and secured a nationwide production base.
The large plants helped the company to expand and sowed the seeds for globalization. In 1975,
GoldStar established a central R&D centre to develop color TV, VCRs and computers. In 1976,
the company produced the first Korean made color TV.

In 1977, GoldStar's sales were over 100 billion. The export volume in 1978, reached US$ 100
million.** After this the company laid the foundation for globalizing the Korean electronics
industry.

In the early 1980s, GoldStar pursued profit-oriented operations and opted for a series of
restructuring exercises to combat rising competition and to be effective in its efforts in
globalization program. With the change in international trade scenario, it became essential for the
company to establish overseas manufacturing bases to pursue international markets. GoldStar
established a manufacturing subsidiary in Huntsville,® U.S. in 1982 and other manufacturing and
sales subsidiaries in Germany. The company established a subsidiary in UK (1988) and a
manufacturing subsidiary in Mexico® in1989. (Exhibit V)

The energy crisis and political unrest in the early 1980s had a negative effect on GoldStar’'s
growth. But the company was able to overcome the situation and by 1984, the total sales were
exceeding 1.2956 trillion. % At this point of time GoldStar followed effective business strategies
and focused on product diversification and strengthened its national sales channels in Korea. At
the same time the company aso focused on diversification of its export structure in international
sales.

In the late 1980s LG had adopted a new strategy focusing on quality of product and expanding
marketing capabilities. When the South Korean government relaxed trade barriers, there was
great penetration of foreign companies entered to compete with domestic firms including LGE.
As aresult, sales of LG products dropped by US$ 1 billion and profits deceased by 18% between
1986 and 1987. The company was able to challenge foreign companies by restructuring the
organization and adopting a new management style with decentralized structure.®® From 1992
onwards the company focused on ‘ creating value for customers', highlighting its commitment to

2 |bid

3 nttp://ca.l ge.com/en/experience/story/story_beginning.jsp

2 «gtory of LG”, http://ca.lge.com/en/experience/story/story_beginning,jsp

% Huntsville was the county seat of Madison County, Alabama in the United States.

%+ G Electronic Inc”, https://210.18.104.227/cgi-bin/nph-

120025.¢gi/010110A/http/dbic.datamonitor.com/compani es/company/2pid=E81333A5-8192-426E-BB11-ED6D09B879EF, LG
electronicsinc.

77« Story of LG, http://ca.lge.com/en/experience/story/story_globalization.jsp

% PR Bhatt, 'Global Strategy for Global Leadership: A Case of LG Electronics' 20 March 2005,
www.bodhini.com/March%6202005/prbhatt.htm,



excellence for customers and internally helped employees to renew their devotion torcustomer
satisfaction. The strategy was successful and GoldStar's exports crossed US$ 2.56 hillion in
1992.

In 1995, the company changed its name to LG Electronics and embarked on its journey to
become the world’'s leading company. In the same year, the company also acquired Zenith
Electronic Corporation. °

Globalization and innovation along with the new product development’ was the mgjor strategy
adopted by LGE to grow and penetrate globa markets. It had strengthened itsR & D activities by
setting up 25 domestic and 13 foreign-based technology institutes and a research centre. The
research network supported all LGE operations in the development of production technologies,
core eectronic parts, design concepts and next generator product lines: It had 7200 researchers
(23% of total LGE's staff) at home and abroad. In 1998, Jahong Ku, the President of LG
electronics proclaimed "Digital-LG Vision" under which drives like Six Sigma, TL2005 and
Super A were launched to improve and maintain competitive edge and profitability through
innovation®.

In 2000, LGE and LG Information and Communication (LGIC) were merged to take advantage of
L GIC's expertise in telecommunication systems and LGE's core competency®. In the same yeer it
adopted a strategy of e-business to facilitate innovative practices such as e-R& D, e-procurement,
e-Supply Chain Management (e-SCM), e-Customer Relations Management (e-CRM) and e-
management. The company formed strategic alliancesin the digital television sector. (Exhibit V1)
It partnered with GE for LWO (optical wave microwave), JBL* for next generation audio and
PBS*® for digital data broadcasting services. In collaboration with Philips, LGE formed LG
Philips Display in 2001 which established a home appliance plant in Mexico.* During the same
period, the company focused on devel oping new types of networks for mobile phones.

In 2001, LGE reorganized into four Separate companies to create a new corporate structure. The
four companies were Digita Display, Digitd Media, Digital Appliance, and mobile
communication. (Exhibit VII) In 2002, LG Electronics was reorganized into a holding company
structure in which business operation-and equity investment were separated in order to enhance
shareholder value. The holding company was named LGEI (LG Electronics Investment) while the
business operating company continued to be known as LG Electronics Inc. (Exhibit VIII). The
holding company focused on' managing investment assets with surveillance on operating
company's management. The operating company comprised business divisions, joint ventures and
overseas & domestic subsidiaries while the holding company took care of affiliated companiesin
telecommunication service area and other related companies. The de-merger completely relieved
LGE from the investment burden of its affiliates so that it could devote itself wholly to business
operations.

LGE's long term strategy was “to maximize cash flow through sustained growth of cash cow
business’ such as'digital appliances and telecommunication devices and to focus its resources on

2 Zenith Electronics Corporation was an American manufacturer of televisions founded in 1918 and had headquartered in Chicago. It
was inventor of modern remote control. LG group had acquired controlling share in 1995 and rest of sharesin 1999.

% “Story of LG", http://ca.lge.com/en/experience/story/story_firstinnovation.jsp

31« Apnual report 2003” www.lge.com/annual report/2003

%2 JBL is an/American audio company founded in 1946 by James Bullough Lansing.

% The Public Broadcasting Service (PBS) is a non-profit public broadcasting television service with TV stationsin the United States.
3 Royal Philips Electronics of the Netherlands is one of the world’s biggest electronics companies, as well as the largest in Europe,
founded in 1891 which manufactured incandescent lamps and other electrical products. In August 1999, LG had formed strategic
dliance with Phillips.



strategic businesses like organic EL, PDP and digital TV. (Exhibit 1X) It was pursuing."Fast
growth Strategy" by exploiting its brand image of premium products.

The global business strategies of LGE bore rich dividends; the international markets pivoted its
business structure and brought in bigger share of sdes® LGE's overseas sales of white
appliances which included refrigerator, air conditioner and washing machine outpaced its
domestic sales. The sales in Japan and European markets for televisions and color picture tubes
for its fully flat products began to increase considerably. In the newly emerging markets of India,
China and Indonesia, L GE began focusing on establishing fully localized business processes.*

In 2006, LGE announced the launch of ‘Blue Ocean Management’ Campaign with
an aim to be in league with the top 3 companies of the world in the field of
electronics, information and telecommunications.

Blue Ocean Strategy

“ Blue Ocean Management” is a creative new style of management which opens new markets and
invents new methods and systems that will maximize the efficiency of management. In other
words, this is a management strategy for a whole new paradigm in which we will compete in the
areas that we have to, while developing a blue ocean.area which does not have any competition
thus creating more profit. To this end, this year, we will focus on customer oriented management,
strong technological competitiveness, and operational excellence.” ¥’

LGE, wanted to implement Blue Ocean Management to make competition irrelevant. The
strategy was to redefine industry boundaries by focusing more on high end products and entering
new segments of emerging markets like China, India and Middle East and Africa and thereby
create uncontested market space.

Focusing on high end products
The LGE shifted its focus from volume to value through high-end product innovation in al of its

four product divisions: Mobile Communications, Digital Appliance, Digital Display and Digital
Media. Each domain company planned established high end value added products.

Table—I LGE Position.and % Market Sharein different Product Segments

Segment Products Rank | Market share Competition
of LGE (%)
Mobile Communication | CDMA and GSM 4 6.8% Nokia 32.8%, Motorola 20.1%,
handsets (Asper July 2006) | Samsung 12.7%
Digital Display PlasmaTV 2 17.8% Matsushita, the maker of
( Q2 of ’06) Panasonic brand - 28.3%.
LCD TV 5 8.4% Sharp — 14.5%, Samsung 14.2%,

Digital Appliances Air conditioner 1 19.6%

Source: Compiled by the Author

% “Story of LG”, http://ca.lge.com/en/experience/story/story_secondinnovation.jsp
% |bid
87 “ Management: Info to shareholders”, http://www.lge.comvir/Shareholders.jsp

(Q2 of '086) Sony — 13.8%, Phillips — 12.4%.




M obile Communications

The Mobile Communications Division was responsible for selling CDMA and GSM®* handsets.
LG Electronics launched its CDMA handset operations in 1996 and in GSM operations in 2002.
With atotal range of wired and wireless solutions, the company was rapidly establishing a global
presence and growing its international market share in 3G* handsets. The company had global
sales of $ 9.9 billion with sales of 55 million units and was ranked 4th in global mobile handset
sales, after Nokia, Motorola, Samsung and Siemens.®® LG's ‘Chocolate’ became best selling
product through intensifying research capabilities and high-end design which was the mid term
strategies for the company (Exhibit X)*.

LG Chocolate

“ LG Chocolate and the Black Label series are LG's Blue Ocean operational strategy in action,
which are expected to generate around 30 per cent of sales and 50 per cent of profits by 2010”

LG Gulf, Mr.C.H.Lee.

“We have been building up muscles for growth, Now chocolate phone will give us a chance of
make another leap forward” * L G Executive, Vice-president Jae Bae

In November 2005, LG Electronics released a mobile phone, KG 800 attractively named as
Chocolate Phone in South Korea* It was the first version of Black Label Series, featuring a
super-dim dide at 16.5 mm thick and weighs 88 grams, with 1.3 mega-pixel camera with a MP3
music player. The Chocolate Phone won. the iF Design Award 2006™. LG invested more than
US$4763 million in its design operations in 2005 and has won 41 world design awards so far this
year.

The Chocolate was globally launched in other regions in May 2006 and about 1.4 millions phones
were soon sold in Europe, Asia and Latin America. Another 500,000 were sold in South Korea
which helped LG to secure a 7% share of the domestic handset market.” Chocolate was also
ranked the best-selling mobile phone by Carphone Warehouse, Europe’s biggest mobile phone
retail chain.® LG aimed to be number 3 by 2008 or 2009 in handset category with the global
market share of 6.8% against its nearest rival Samsung, which held 12.7%. Industry leader Nokia
had 32.8% while second-ranked Motorola had 20.1%.%

% The Global System for Mobile Communications (GSM) is the most popular standard for mobile phonesin the world. It was also
considered a second generation (2G) mobile phone system.

% 3G was short for third-generationtechnology. It is used in the context of mobile phone standards. The services associated with 3G
provide the ability to transfer simultaneously both voice data (a telephone call) and non-voice data (such as downloading information,
exchanging email, and instant messaging).

40 “ywwww .l ge.com/mobile communication

“pid

42 “| G introduced new black label series’, 29 May, 2006, www.strategiy.com/feature.asp? d=20060529053005,

43 Moon Ihlawan with Jack Ewing, “LG's Chocolate: Will This Cell Phone Hit the Sweet Spot?’, 19 July 20086,

www.busi nessweek.com/globalbi z/content/jul2006/gb20060719_467824.htm?chan=search,

“ Ibid

4 iF Design Award — International Forum Design had inaugurated in 1953, which had existed as an enduring, prestigious trademark
for outstanding design.

“ 1pid

4" Moon Ihlawan with Jack Ewing ,“LG's Chocolate: Will This Cell Phone Hit the Sweet Spot?’, 19" July 20086,

www . busi nessweek.com/gl obal bi z/content/jul2006/gb20060719_467824.htm?chan=search

“ Ibid

4 Opait., “LG’s Chocolate: Will This Cell Phone Hit the Sweet Spot?”



Digital Display Company

The Digital Display Company was the leading producer of digital TVs in LCD and. Plasma
modules. In the increasingly competitive digital TV market, LG Electronics had cutting-edge
products through innovations. Digital Display division was formed in joint venture with Philips to
produce LCD TV and plasma TV in 2001. The digital display division had earned $ 2.77 billion
which constituted 28% of their global salesin the year 2005.°(Exhibit X1) With the business goal
of becoming the dominant leader in digital TV and plasma TV, the division had undergone
breakthrough innovations and products under the blue ocean strategy.

PlasmaTVs

"We will cement our second place in the plasma TV market this year to challenge the No. 1 in
2007,” mentioned Y oon Sang Han, LG's executive vice-president in charge of the TV, monitor,
and plasma panel module businesses.*

As a leader in the plasma TV industry, the Digital Display Company had set the standard by
continuously developing the 607, 71" and 102" full HD plasma TV which was awarded as 2006
Best of Innovations at the Consumer Electronics Association (CEA).** LG planned to enhance the
global production process of its flat panel displays at its four mgor plants in Mexico, Poland,
Chinaand Korea, focusing on region-specific R& D and marketing efforts.

Global sdes of plasma televisions amounted to 2.2 million units with a growth of 95 % in the
April-June quarter of 2006 from 2005, which was 20% of the global TV revenues™. Matsushita,
the maker of Panasonic brand, with a share of 28.3% paved its way to become No. 1 position in
the Plasma TV while LGE with the sales of 877,000 in 2005, stood at No. 2 position in plasma
TV market with a 17.8% global share, with the monthly capacity to produce 310,000 units in
2005. While Samsung the home rival. had.a market share of 13.6% and Dutch Philips Electronics
with 10.3%>". (Exhibit XI1)

LCDTVs

LG Electronics attracted global attention with the development of the world's first 55-inch LCD
TV, which was awarded a Design Award at the iF Design Awards and Innovation Awards.
Global sales of LCD TVs jumped 135% in the three months to June from a year earlier, to 9.4
million units, accounting for 22% of the world's TV market.>The company, ranked 5th in LCD
TV segment, after Sony, Samsung; Sharp, and Philips Electronics. (Exhibit X111) The company
expected sdles of 4 million LCD TVs in 2006, up from 1.5 million in 2005.%°

| G electronics, www.lge.com/download/ir/archive/-850967273L GE(CL SA2005).pdf, 10/09/2005.
1 Moon Ihalwan ; “Koreaset todual indigital TV”, 30 May, 20086,
\SI\ZIWW. businessweek.com/technol ogy/content/may2006/tc20060530_512280.htm
1bid
*Moon lhalwan Kenji Hall , “LCD Fights Plasma for Giant TV Market,” 25 August, 2008,
www.busi nessweek.com/global biz/content/aug2006/gb20060825_743315.htm?chan=search
5 Moon Ihalwan, “Korea set to dual in digital TV”, www .businessweek.com/technology/content/may2006/tc20060530_512280.htm,
30 May, 2006
% |bid
% Op/cit., “Korea set to dudl in digital TV”



Digital Appliance

The Digita Appliance SBU was a leader and pioneer in home appliance products,. like air
conditioner, refrigerator, vacuum cleaner, washing machine, microwave oven, and other home
appliances. LGE had devel oped the world's inbuilt TV refrigerator, ARTCOOL > air conditioners,
steam washing machines and many more core technologies for home appliance parts and
products. Building on successful home appliance operations, the company was also expanding
their business scope to have a greater emphasis on new product sectors such as commercial air
conditioners, built-in kitchen appliances and home networks.

Air Conditioners

"We reported over 10 % operating margin from air-conditioner business last year, and
profitability will improve further thisyear thanks to growing sales of premium products.” >
Lee Young-ha, CEO, Home appliances unit, LG

With an aim to create a niche market under blue ocean strategy LGE focused on system air
conditioners and on high value-added large-capacity commercia air conditioners. The R& D
investment was 10% of sales. LGE planned to increase its R&D manpower from the current
1,100 people to 2,000 people by 2008>. Also, the company planned to expand air conditioner
system production capacity at its Changwon Plant®; and in the long term, build air conditioner
production lines in Turkey, China, India, and Brazil to strengthen market accessibility®.

The global air-conditioner market was U.S. $2.6 billion in 2005, and total world sales of the
product reached 51 million sets in 2004%. (Exhibit XIV) Air-conditioner sales returned profit
margins above 10%, higher than other products such as washing machines and ovens for LGE®,
LGE egtimated the air conditioner market to expand from US$ 21.2 billion in 2005 to US$ 29
billion b¥4 2010, and hoped to garner US$ 3.5 hillion in sales by 2010 to seize the world's top
position.

Digital Media

With the global sales of $5.7 hillion the digital media segment generated synergy with its audio
and video (home theater, DV D recorder), digital storage (super multi DV D rewriter) and personal
computer (desktop and notebook PC) divisions®™. Through continued technology innovation, the
company had developed the world's first Satellite DMB notebook® in 2005. In particular, the
company was actively penetrating multimedia product markets with mobile technologies, such as
PDAs and MP3 players, and with composite products, such as super-multi drives and super-multi
DVD recorders. This segment was also focusing on its Car Infotainment business.

%8|G Electronics Aimsto Raise Air-Conditioner Sales,” 12 January, 20086,

www.appliancemagazine.com/news.php?article=9651& zone=0& first=1

* Ibid.

€ First Changwon Plant was established in republic of Koreain the 1976 and other wasin 1987 which produced household appliances
like air-conditioner, washing machine, and refrigerator.

& Ibid.

2« |_G leads global air conditioner market,” 13 January, 2005, www.appliancemagazine.com/news.php?article=9651& zone=08& first=1
Press release; 1.3 October 2005,

www.lge.com/about/press release/detail/PRO%7CNEW S%5EPREY7CMENU_10166_PRE%7CMENU jhtml

& Ibid.

& www.lge.com/about us

% Digital media Broadcasting notebook, which was the notebook PC



LGE was No. 1 in global saes of al optica storage products CD-ROMs and DV D-<ROMs for
eight consecutive years since 1998, including of DVD recorders (since 2005) and also secured
29% market share”’. In the home theater segment LGE became a leading player in.countries like
Italy, the Czech Republic, Hungary, Austraia, and South Africa with a global market share of
16%"%. Through converging various devices and technical resources, LGE keptimproving home
theater combo systems with diversified designs, for instance, the DVD Recorder Home Theater
Combo and the Home Theater System with wall-mount Flat Panel Speakers built-in flat speakers.
In the DVD player segment LGE enjoyed the biggest market share of 10% since 2003 for three
consecutive years.

New markets and New Segments

With sales of $ 23.2 billion in the year 2005, 19% of which was from the Asia-Pacific region,
especialy China,® the Asian consumer electronic market grew at 10.5% annually.” In the digital
products segment, specifically the flat and digital TV the Asian market was open to new
segments.

LGE China.

"In China, there is no future competing in 'red ocean’ markets, so we must focus on the 'blue
ocean' segment and penetrate high-end sectors. As part of its.new strategy, we had chosen China
as one place where it wants to create a "blue ocean" market. "™

S.SKim, CEO, LGE

LGE entered China in 1993 by establishing loca subsidiary with Huizhou and in 1994 started
manufacturing of cathode ray tubes, air/conditioners and microwave ovens. Most of the products
they manufactured were lower-priced, thin-profit-margin household electrical appliances which
aimed at Chinese domestic market®. Realizing that China would probably overtake the US to
become the world's largest market for DVDs, LG choose to create blue ocean market for its high
end products and also set up DVD player production facilities with and annual capacity of 2
million unitsin Shanghai manufacturing plant.

With the investment of $2.5 billion and with the workforce of 38,000 employees the company
was able to generate the sales of $10 billion in the year 2005. With brand awareness of 46% in
China LGE stood at no.4 position household appliance™. In China, a total 78 million units of
mobile handsets were sold in 2005: CDMA handset constituted 6.84 million units of which LGE
enjoyed market share of 18.71%"*and ranked second. (Exhibit XV) In the GSM handset market,
the company faced stiff competition from Nokia, Samsung and Motorola.

7 www.lge.com
Zz http://www.|ge.com/download/ir/archive/-850967273L GE(CL SA2005).pdf, LG electronics, September 2005.
Ibid
0 Consumer electronicsin Asia pacific”, https://210.18.104.227/cgi-bin/nph
120025.¢gi/010110A/http/dbic.datamonitor.com/industries/profile/ 2pid=BFCD 7905-5D0D-4697-9B4A-843385C260B2, June 2006
™ «|G looks tormake splash in Blue ocean”, 14 April, 2006, www.china.org.cn/english/BAT/165585.htm,
2 CHOI chang-hee, “The china strategies of Korea'swinning companies’, 1 August 2003,
www.nri.co.jp/english/opinion/papers/2003/pdf/np200367.pdf,
;j “L G eyes bigger GSM market share” , 10 may 2004, http://english.peopledaily.com.cn/200405/10/eng20040510_142855.html
Ibid
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LGE India

"LGEIL (LG Electronics India Ltd) did face obstacles initially, but from the very. start. we were
determined to succeed"
Girish Rao, VP for Sales and Marketing India.

LG Electronics India Pvt. Ltd., a wholly owned subsidiary of LGE South Korea was established
in January, 1997. The manufacturing facility began at Noida’™, in 1998, and in Pune’, in 2004.”
With localization the company had established distribution network of 43 branches, over 150
area offices and more than 10,000 trading partners, LGE was ahead of its competitors.

The revenues since 1997 were Rs 21,100 crore. (Exhibit XV1) By 2010, LGE expected to become
a $10-billion company with export turnover contributing $3 billion or 30 per cent of LGEIL's
turnover’® through its blue ocean strategy. In the CDMA mobile handset segment, LGE India had
ranked 4" with a market share of 2.5%., while industry leader had Nokia a share of 78.8%,
Samsung 6.4%, Motorola of 4.6%, and Sony Ericsson 5.1% in February 2006.”° LGE had a
market share of 3.5 % in the GSM mobile handset segment.®

The digital display market was expected to increase to 90000 units in 2006 from 18000 units in
2005™. Market leader Samsung, had 45.7 per cent share in the LCD segment compared to LGE’s
39 % in 2006%. In the plasma display panel (PDP) segment, the company was at No. 2 position
just behind Samsung who had a share of 35.5%. ® In the digita appliance market LGE had
enjoyed a lion's share of 36% in 2005 and in the air conditioners segment LGE had a quantity
turnover of 5 lakhs units and value turnover of Rs.1050 crore in 2005. In the washing machine
category L GE had market share of 34%. &

LGE in Middle East and Africa

“We will pursue a 'Blue Ocean Srategy' which is to move away from ordinary products to create
genuine differentiation. For example, in GSM mobile phones we are going to launch some high-
end models in May that will be luxurious like jewelry. And last year we introduced the 71-inch
Gold Plasma TV, made especially for the Middle East™.”

K.W.Kim, President LGE, Middle East and Africa

The regional digital leader LGE Electronics had a turnover of US$1.36 billion, a growth of 20%
in first half year sales performancein 2006. The company attributed its 8% increase in revenuein
2005 to its implementation of Blue Ocean Strategy which showed 34% increase over the year

® Noida was the famous townsituated in Uttar Pradesh state in India.

"® Pune was the famous town situated in M aharashtra state in India.

7 http:/www.lgezbuy.com/aboutus.aspx?Cat| D="& MaiCat| D=0

8K, Giriprakash, “ Theheat ison”, 17 August 06,

www.thehindubusi nessline.com/catalyst/2006/08/17/stories/2006081700020100.htm,.

" Govindkrishna Seshan, “Nokia still leads in India, but. . .” 02 May 2006, www.rediff.com/money/2006/may/02spec.htm,
80 “|G eyestop slotin flat screen mart”, John Satish K , September 2006, www.business
standard.com/common/storypage. php?autono=259530& leftnm=1& subL eft=0& chkFlg=

8 Neha Kaushik, “LG to assemble LCD TVsin India’, 11 April, 2006,
www.thehindubusinessline.com/2006/04/11/stories/2006041101840800.htm,

8 June 05, 2006, www.!gindia.com/Newsroom/News-room-details.aspx? D=1044,

8 John Satish K;“ LG eyestop slot in flat screen mart”, September 2006, www.business
standard.com/common/storypage.php?autono=259530& |eftnm=1& subL eft=0& chkFlg=

8 Op cit.,www.lgindia.com

& “Firgt half LG salesturnover in Mid-East

And Africatouch US$1.36 billion” 6 August, 2006, www.prfactory.com.tn/site/download.php?name=../document,
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2004. LGE’s LCD business grew 217% year-over-year, GSM mobile phones grew 62%, the PC
division grew 38% in revenues.®

At LGE blue ocean strategy was achieved via product innovation which was aimed at localized
markets. In Iran, LGE offered microwave oven with a preset button for reheating * shish kebabs' --
afavorite dish. LGE roughly commanded about 40% of the Iranian microwave market®’. A few
of LGE's top-selling innovations include the Qiblah phone®, the world’ s first mobile handset with
Qiblah indicator which paints in the direction of Mecca, the TV refrigerator; and the bag-less
range of vacuum cleaners.

In the high-value product segment, LGE planned to focus its efforts on 15 inch, 17 inch and 20
inch LCD TV and monitor. The company had successfully launched its LG chocolate and black
label seriesin May 2006. But in the GSM segment the company was facing difficulties to set up
the distribution network.

The Road Ahead

“ The growth associated with the * Blue Ocean’ initiative will not be accomplished in just one or
two years—but is a multi-pronged effort that will firmly reinforce our position among the top
three in the electronics industry.” ®

LGE which was known for low-cost products faced-competition not only from the home based
Samsung but also from Japanese manufacturers., The CEO of the company had admitted that alot
of work had been left to make the company’s/image as a premium brands in every part of the
world.

Along with diversified operations the company had also been suffering low profitability. In the
handset division it generated 3.1 US cents of operating profit in 2005 for every dollar of revenue
compared with 5.7 US cents in 2004, while Samsung had increased its operating margins with
20% and Nokia averaged of 23% in 2005°. LGE also faced a challenge to perform well in the
key markets like in North America,-where the company had grew only 0.4%. LGE’s revenues
from Asian market decreased, by 13% in 2005™.

With a tough road ahead would LGE be able to achieve its target by 2010? Would it be able to
make its competition irrelevant; especially Samsung the home rival?

8| G Electronics: US$1.4 Billion Salesin Middle East & Africa’ , August 2006, http://displayblog.wordpress.com/2006/08/06/1g-
electronics-usl4-billion-sales-in-middle-east-africa-markets/

87 Elizabeth Esfahani , “ Thinking Locally, Succeeding Globally” December 1
2005http://money.cnn.com/magazines/business2/business2_archive/2005/12/01/8364622/index.htm,

8 Qiblah Phone which came with complete embedded compass, direction indication and prayer time alarm used in 500 cities
worldwide.

8 «First half LG sales turnover in Mid-East and Africa’, August 06, 2006,

www.ae.lge.com/ir/html/ABboards.do?action=list& group_code=AB&list_code=PRE_MENU& page=2&target... -

|G eyes bigger GSM market share”, 10 May 2005 http://english.peopledaily.com.cn/200405/10/eng20040510_142855.html

9% «|_G'Electronics”, http/dbic.datamonitor.com/compani es/company/ 2pi d=E81333A5-8192-426E-BB11-ED6D09B879EF
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Exhibit |- L G Electronics Way

LGE WAY is GCGP @ 1o sectronics

Global Top3 by 2010

[Global Top3 Electronics [ Telecommunications Company)

Fast Innovation Fast Growth

Core Competency

Product Leadership » Market Leadership » People Leadership

No Excuses @ ‘We  not I’ ® Fun Workplace

Great Company Great People

“Mo one can stay in the first place forever”™

Source: www.lge.convir

Exhibit |- Consumer Electronics Mar ket Segmentation: % Share, by Value, 2005

Rest of the
\World
T5%
Asia-Pacific
MNT%

Eurape
3003%

Uned States
30.5%

Source: “ Consumer éectronicsin United States” ,
www.dbi c.datamonitor.comvindustries/profile/ ?pi d= 5DF2CEF 4-F6EA-49C7-BA6D-E4E93F 1429C2,
June, 2006
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% Share, by Value, 2005

South Korza

Restof Asis-
Pacifiz
27.3%

O

China
205%

Source: “ Consumer electronicsin Asia pacific”,
www.dbic.datamonitor.convindustries/profile/ ?pid=BFC

D 697-9B4A-843385C260B2,

Exhibit - 111 Asia-Pacific Consumer Electronics Mar ket SegmentatA

9
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&
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Exhibit - IV Structure of LG Corporation

e

l v

E Electronics ::‘ Chemicals
l \ 4
e LG Electronics LG Chem

- LG.PhilipsLCD - LG _

- LG Innotek Petrochemical

- LG Micron - LGDOW

- Hiplaza Polycarbonate

- Hi Logistics - SEETEC
Siltron LG Household &
Lusem Health Care

LG Life Sciences

Source: http://www.lg.co.kr/eabout/busi ness/index.jsp?cmd=company

'

sl
#  Telecommunicationzs &
Services

!

LG TeeCom
- TdeDREAM
LG DACOM
- LG Powercom
- DACOM
Multimedia
Internet
- DACOM
Crossing
LG CNS
- V-ENS
LG N-Sys

1) * ‘Foundation Period(1558~1555)

1865, 1. First to produce refrigerator in Korea
6. Established an affiliation

1862.11, 28 First to export radiol).5.4) in Korea
11. First to produce telephone in Korea

-Pionesr in Korean Electronics Industry

1958.10, 1 Founded as GoldStar

Exhibit V- Timeline of L G Electronics

Established the Foundation for the Electronics Industry

Salas : - 4.3 bilion Capital : - 8.3 billion Employesas © 2 500

1959.11. 15 First to produce tube fransistor radiolA-501)in Korea

Sales ;- 80 milion Capital ; » 30 millon Employess ;313

Continued on next page....
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2)

3)

4)

* ‘Growth Period{1966~1977)
Established the Foundation for Rapid Growth

197712, 26 Accomplished = 400 billion in sales
Sales :- 404 billion  Capital ; - &4 billion Employess : 9873

1976.11. Established Changwon factory
1975, 6. Established Gumi factory
12, First to establish Central Research Center in Korsan
private corporations

1974, 8. Acquired shares in IFC
1870, 4. 13 First to be listed in stock market among our pesrs in Korea
1968, 3. First to produce air conditioner in Korea

2, First to establish an overseas branch office{Mew York) in Korea
1966, 8. First to produce black and white TV in Korea

Sales 1~ E.@bilion Capital @ - 8.7 billion Enployess : 3,400

» ‘Globalization Period(1278-19225)
Globalization and Development of high-tech products

1986, 10. Established production line in Gemany(LGEWE)
Saks - 4,540 billion Capital @ - 430 billion  Employees : 21,775
1985, 4. 18 Issued $30 million FRM
1884, 5, Established Pyeongtaek factory
12. 21 Brokes 1 trillion won in sales
1883, 4. Established research center for design
1981, 4. Established Korea's first overseas production line
in US(LGEAN
1979, 11, Established Gimhas factory
1878, 8. Established a sales subsidiary in US(LGEUS)
12. 13 First to achieve $100 millicn export in Korean Electronics Incustry

Salkes - 471 billion Capital : - 47 billion Employees 116510

* 1nnovation Period 1{1987~1904)
Innovative Management Toward 21st Century

1983-1994  Strengthened TFT-LCD related investment
Strategic advancement into China
Saks - 8,140 billion Capital: - <487 billion Employees : 30,621

1891, 2. Strategic alliance with Zenith
4, Established design research center in Ireland(LGEDT)

12. First to export $2 billion in home appliances in Korea
1989, 1. Established the vision far the 21st century
1988 Established production line in Thailand, Mexica,

England and Philliphines
Saks - 2525 billion Capital: - 270 bilion Employess : 36,442
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5)

* Annovation Period 11{1585-1928)

1098, Reinforced business restructuring activities
Saks - 0853 billion Capital: - 822 billion  Employess : 25,053
1997, 1, Promotion of TL2005
10. Developed world's first 1C set for DTV
1895, 3. 27 Declaration of LEAP 2005-2nd Establishment Anniversary
3. Developed next generation hand held PG
1985, 3. Renamed the Company, ‘LG Electronics'
7. Acquired Zenith
B, Established TFT-LCD factory
10, Developed PDA
Saks - 8522 billion Capital: - 825 billion  Employess 135,073
6) * ‘Digital Management Period|(1929)
1900, 4, Developed first digital TV suited for Korean markst
5 First to introduce 40" PDF in Korea
&, LG LCD acquired $1.6 billion foreign capital :
Launched LG.Philips LCD
T. Proclaimed ‘Digital-LG" Vision

Salas 1= 40,546 billion Capital : - 832 billion Employess : 22 521
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Continued from previous page....

2003, 1.

10,
10,
10,
1",
12,

2002, 4.

AR AROL LI R

2000. 6.

12.

7 * *Digital Management Settlement Period|2000-Prasent)

Developed world's first dual COMAAN-COMA IMT-2000
maobile handset

Developed world's first digital tuner equipped 50" POP TV
Launched 1 hour recordable VOD camcorder mobile handset
Mass production of world's first "Green Technaology” linear-
type refrigerator

Vice-chairman, 5. 5. Kim, appointed as CEO

Developed world's largest 76" PDP

Established DTV factory in Poland

Supplied telematics 1o GM

Became 1t in the global general vacuum cleaner market

Sales )« 20,177 billion Capital: « ¥84 billion  Employees | 27 583

DamergerLGE & LGEl

First to commercialize home network system

Released color mohile phone with organic EL

Won IMT-2000 equipment supply contract from KTiCom
Showcassd W-COMA technology during 2002 Worldoup
apening rite

Ranked sixth in the global mobile hanset industry
Established R&D centar in Beijing, China

Sales - 47085 billion  Capital; - 784 billion Employvees; 25,216

Allied air conditioner business with Matsushita, Japan
Successfully commercialized W-CDMA system

Established world's second PDP mass production line (Gumi)
Launched LG.Philips Displays, the CRT joint venture
Surpassad 10 million units in mobile handset sales

Finalized Company Demerger in Extraordinary Shareholders’
Meeting

Sales:« 46,6070 billion Capital: » 4,021 billion  Employees : 26,780
Introduced world's first Intemet refrigerator

Successfully commercialized W-CDMA IMT-2000 core
network system

Merged with LGIC

Exported W-CDMA technology to Marconi Corparation, Italy

Sales - 44,825 bilion Capital: » 4,031 billion  Employess : 31,774

Source: www.lge.comvir/annualreport 2003
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Exhibit VI- Strategic alliances of L G Electronics

O Philips
Sun O--- MNotebook
el Java PC
L . @ TFTLCD """~ Compag
Soy O-—---g-.: ., Optical Staraga- -~
Optical Storage _ y !
Mernory Card LT oy Y S T e
T et L Wihite Goods
@ - Fae
Dracla o, A e
i Oiptical Storage
L ~rrews Hitachi
* 03 : INT-2000
o seres ey
Microsoft o " p ] £
' cpr
s g ' PC
p _ ‘u. 10
- ¥ | L Qualcomm
& & @ pigital TV -,
Philips POP !
O [2'4'n9-:T'.".{.'3I O
EFILIS) Spyghass, IBM

PACE(Europe)

Source: www.lge.comvir/annualreport 2002
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Exhibit VII — Organization structure

WOEILE EETAL DIEITAL
CTMMUIH ICAT IOH S DESFLAY MEDIA
COMIFANY L0 A HY DO PANY

.""-" .\:."l-
% i
- 14 r
Mt e
HIMAH .
a0}
RESOURCES

OL (CLSA2005).pdf, LG dectronics,

LG ELECTRONICS
ORGANIZATION

Source: http://www.lge.comydownl oad/ir/ar chiv
September 2005.

Exhibit VIII - Demerger of LG ~

+ Business Divisions

LGE (Operating Company) » Joint Ventures

. + Overseas & Domestic Subsidiaries

LGE 3

k3
n

* Affiliated Companies in telecom

LGEI (Holding Company) service area

« Other Related Companies
A :

Source: www.lge.comvir/annualreport 2002
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A
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Exhibit I X - Long term strategy of LGE

Long-term Strategy
2007 = 2002 e o 2T e i 2 i e 2005 s 206 = e 2007
i | | L[ 1 | |i#
Expanding market share through ]
technology innovation : Organic FL —---——-—#=
and brand power . Strategic e S
e Businesses
ﬂve-mnn—nr_ Digital TV- - e
COMA Handset / GSM Handset —————— ——
Cash Cow Air Conditioner / Refrigerator / Washing Machine ———— —————
Businesses
Oplical Storage / Mentor ————-————— - =

LGE will bolster its competitive advantages through development of next-generation products and strategic
alliances.

Source: Source: www.lge.convir/annualreport 2002

Exhibit - X Mid term strategiesof LG Electronicsfor itsfour businessdivision
MID-TERM STRATEGIES

BUSINESS GOAL STRATEGIES

Bestsalling prod uds created through intensifying reseanch

Growth | Business fostered with profit |everaging produds N . i
capabilities and high-end design

Strength enhanced by combining proprietary resources for mod ules, chips,

A dominant leaderin DTV and plasma TV markets
and tota | software solutions

Continually maintaining the industry's highest profita bilite Atwanced market | Value-focused growth with premium produds

Coping with the digital corengencetrends Dppartunities expanding fram home applisnces te mobile snd carunits

Source: http://mww.lge.comydownload/ir/ar chive/-850967273L GE(CLSA2005).pdf, LG eectronics,
September 2005
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Exhibit - XI —Sales by business segment

SALES BY COM PANY

[P s :-_l i-§| c
me 28% oo 280 284 o 16%

Source: http://mwww.lge.com/download/ir/ar chive/-
850967273LGE(CLSA2005).pdf, LG electronics,
September 2005

Exhibit - XI1 Market of digital display

New Displays by Technology Above 40" TV market

4210

Source: www.lge.convir/annualreport 2002




Exhibit X111 World wide Television mar ket and L CD mar ket

Worldwide Television Unit
Shipment Market Share in Worldwide LCD-TV Unit
the Shipment
Second Quarter Market Share in the Second
(Ranking by % of unit Quarter
shipments) (Ranking by % of unit)
Compan % Market Compan % Market

pany Share pany Share
| LG L 11% | Sharp . 145%
| Samsung | 10% | Samsung L 14.2%
| TTE | 9% | Sony . 13.8%
| Philips | 7% | Philips L 12.4%
| Sony | 6% | LG L 8.4%
| Panasonic | 6% | Panasonic | 6.0%
| Others . 50% | Toshiba L 3.4%
| | | TTE o 25%
| | | Others . 24.8%

Source: www.issupli.com

Exhibit XIV —Salesof AC

LGE A/C Sales

]

Source: www.lge.comvir/annualreport 2002
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Exhibit XV China GSM and CDM A mar ket

China GSM Handset Market Breakdown by Vendor 2005

Other, Hokia,
24.59% Y

TCL, 4.04%

Lenovo, Motorola,
1.31% e 13.31%
Samsundg,
Bl / \ 10.06%
E ncs=son,
5.27% )
Bird, 6.78%
Analysys International 2006 english.analysys.com.cn
China CDMA Handset Market Breakdown by Vendor 2005
Kyocera, Other, 12.54% L. PRITER,
2.72% \\ e
Daxian, :
345%
Hisense,
5.94%

Hokia, 587%—"

LG, 18.71%
ZIE, 9.7 3%
Motorola,
10.18%
Analysys International 2006 englizh.analysy=s.com.cn

Sour ce: http://english.anal ysys.com.cn/UserFiles/watered/1673.jpg

Exhibit - XVI Financial performance of L G India

Y ear Turnoveriin Rs. Crores

1997 | 125 Crores

1998 485 Crores

1999 | 1056 Crores

2000 1903 Crores

2001 2216 Crores

2002 | Crossed Rs.3315 Crores
2003 | Crossed Rs.4500 Crores
2004 | Crossed Rs.6500 Crores

Source: | http:/iwww.lgezbuy.comvaboutus.aspx?Catl D="'& MaiCat| D=0
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Exhibit- XVI1 Financial highlights of LGE

Financial Highlights (in billion won)

2000 2001 2002 2003 2004 2005

SALES 14,835 16,601 18,602 20,176 24,659 | 23,774

Domestic 4,881 6,084 6,654 4,793 5,086 5,509

Export 9,954 10,516 11,948 15,383 | 19,573 18,264

Ordinary Profit ~ Ordinary 728 573 675 836 1,860 741
Profit

{Unit: KRW bn)

Sales Results | 1Q°06 2006 2Q'05

(Unit: KRW tri, USD bn) Qol Yo

Sales 5800 -01% 5,796 3.2% L6156

380 2% 3.90  am. 502 Gross Profit | 1382 09w | 1,394| 0% 1,395

a5 ISl bom. (%) (23.8%) (24.0%) (24.8%)

- Op. Profit 191 -01% 191 | 32.4% 144

(%) (3.3%) (3.3%) {2.6%)

EBITDA 368 11% 364 28% 354

Exp. (%) (6.3%) (6.3%) {6.3%)

Rec. Profit 182 nia -10 nia 218

(%) (3.1%) (-0.2%) (3.8%)

Net Profit 151 nia -10 nia 151

TR ik 20 (%) (2.6%) (-D:29%) {2.7%)

* EBITDA : Dperating Profit + Depreciation & Amorization

Source: http://www.lge.com/about/corporate/company _overview.jsp
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Annexurel:

L G Electronics Vs Samsung Electronics

LGE

Vision: to become among global top 3 Player by 2010.

Overview

e Corporate Name: LG Electronic Corporation
Established on 1 October, 1958 in South Korea.

[ ]
e Chairman: S.S.Kim
e First Product: Radio

Major Businessand Products
e Mobile Communications Company

CDMA Handsets, GSM Handsets, 3G Handsets

e Digital Appliance Company

Air Conditioner, Refrigerator, Microwave Oven, Washing Machine,

Vacuum Cleaner, HomeNet, Compressor for Air Conditioner, Compressor
for Refrigerator
e Digital Display Company

Plasma TV, LCD TV, Micro Display Panel TV, Monitor, PDP Module,

OLED Panel, USB Memory
e Digital Media Company

Home Theater System, DV D Recorder, Super Multi DVD Rewriter,
CD£RW, Notebook PC, Desktop PC, PDA, PDA Phone, MP3 Player,
New Karaoke System, Car Infotainment

Market Share:
Products Market share . | Rank
Optical Storage 29% 1
Home Theater 16.5 % 1
CDMA Handsets 20.9 % 1
Residential A/Cs 17.4% 1
DVD Players 10% 1
PlasmaTV 27 % 2
Plasma Panel 15 % 2
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Sales by division for the year 2005-2006

{Unit: KRW bn, USD M)

. 2005

Section 1 0 0 4Q Totd | 10 0 5] 49 | Total
Domesfi 404 765 75 4A8 2,303 454 702 1,196
Digital Sales Export 1,178 856 743 m 3,550 1,079 B&0 1,939
Appliance ME 51,150 5840 5728 5743 $3.469| 51105 5905 52,010
10 Tota 1,669 1,621 1,324 1,238 5,853 1574 1,561 3136
Operating Proft 170 162 a0 a0 FIE] 160 150 309
Domesfi 263 254 300 208 1,113 384 445 g29
Digital Sales Export 990 a01 1,019 1,098 4,008 1,039 954 2,023
Display NE 5968 5894 Fa91 51,058 $3.911 1,064 $1.035 §2,009
Tota 1253 1,155 1319 1,383 5121 1473 1425 2,852
Operating Profi 17 -2 28 -B1 58 &Y 2 50
Domeati 179 157 176 160 672 219 176 396
Digital Sales Export BET 575 604 BA1 2,507 545 458 1,010
Media [ 5652 SE71 §e87 §637 12,446 8558 5400 §1,048
Tota B4g 732 780 820 3179 764 47 1,408
Operaing Profit ] o 52 36 138 2 1 34
Domesfi EES] 265 363 6 1,276 350 241 641
Mabile Sales Export 1,822 1816 2182 2,382 8182 1,682 1,503 3,585
Communications NE 31,785 $180 52,121 52276 $7,983| 51722 $2.003 §3.125
Tota 2155 2081 2545 2679 9,459 2033 2193 4,328
Operating Proft 102 ] 128 17 455 - 1 12
Domesti 258 174 237 246 915 316 248 564
Handset Sales Export 1,615 1847 20% 2,208 7,54 1,527 1,771 3,298
13 §1,582 $1634 $1,999 $2,125 $7339| $363  §1.064 §3.427
Tota 1873 182 2293 2,452 8,439 1,842 2019 3,862
Operating Profi &7 4 123 197 384 -3 3 -34
Parent Domesti 1,302 1,466 1,454 1,268 5,509 1,454 1,564 3,038
Sales | Export 4,657 4150 4,565 4,894 18,265 4,46 4,212 8,558
M$ §4,656 #ur 4,438 #4715 $17.826 | $4448 $4,434 §8.882
Total 5,959 5,615 6,018 6,152 23,774 5,800 5,796 11,596
Gross Profit 1,496 1,395 1,608 1,611 6,111 1,382 1,394 2,776
Operating Profit 280 144 280 11 95 191 191 382
Recurring Profit T 216 128 i 4 182 - 172
MNet Profit 83 151 157 M2 703 151 -1 141
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SAMSUNG ELECTRONICS
Vision: "Leading the Digital Convergence Revolution”

Mission: to carry out this vision through "Digital-e Company.

Overview:

Corporate Name: Samsung Electronics

Established in January 1969 and in December it acquired Sanyo electronics.
Chairman: Jong-Yong Y un,

First Product: Black and white TV.

Major Business and products:

Digita MediaBusiness: Plasma TV, LCD TV, LCD Monitor, Digital Camcoder,
Laptop, DVD Player, Laser Printer.

Telecommunication Network Business: CDMA and GSM mobile handset,
Digital Appliance Business: Refrigerator, Air-conditioner, Air-purifier, Drum
washer, Microwave oven, Vacuum Cleaner,

Semiconductor Business:

LCD Business: Notebook PCs, Desktop PCs, TVs, Large Area TVs.

Market share;
Products Market | Rank
Share

TV 9.9% 18
MONITOR 21% 1
DVDP 14% 2
Printer 11.6% | 2™
CDMA-Mobile Phones 28.2 15
GSM-Mobile Phones 12.7 3¢
DRAM 29% 1%
SRAM 27% 1%
Flash Memory 250% | 1%
LCD Driver IC 19.0% |1
NOTEBOOK PCS 25.4% | 1st
DESKTOP PCS 24% | 1st
TVS 16.2% | 3rd

Financial Insights:
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Sales by division in 2005.

Division 2005 2004 2003
Digital Meclia Domestic W 2725103 W 2,736,183 W 2,608,034
Export 3,758,554 5,291,373 5,019,770
Sub-total W 6,484,657 W 8,027,556 W 7,718,704
Telecommunication Metwork Domestic W 2,864,774 Wwoo3,326,019 W 3,680,778
Export 15,953,484 15,609 856 10,680,955
Sub-total W 18,818,258 ¥ 18,935,875 W 14,201,733
Semiconductor Domestic 1,118,808 W 1,185888 ki 883 491
Export 17,216,000 17,038,867 11,828,210
Sub-total ¥ 18,334,808 W 18,224,753 12,711,701
LCD Domestic 1,098,200 W 768,084 ki 381,307
Export 8,611,873 7,920,592 4,801,085
Sub-total W 9,710,173 W 8,688,676 W 5,192,372
Digital Appliance Domestic W 1,782887 W 1.55642 Woo1,508,160
Export 1,600,425 1,702,438 1,897,110
Sub-total W 3,383,392 W 3,258,857 W 3,408,270
Cthers Domestic L 705126 W 464,170 b 315,958
Export 21,256 32472 38,278
Sub-total kis 726,382 W 496,642 ki 352,236
Total Domestic W 10,204008 W 10,036,763 W 0,348,628
Export 47 162,762 47 595 598 34,233,388
Sub-total W 57,457,670 W 57,632,359 W 43,582,016
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