Htc Case Study

Question 1
Read the attached HTC case: Peter Chou and Cher Wang want to make HTC into the leading smart phone company in the world. What kind of strategic actions are needed to achieve this goal?
Listen
Read phonetically

Introduction

HTC start up as a professional original engineering manufacture company (OEM) for PDA and other computer parts in 1999.   While it changes its core business from PDA to smart phones, it discovered an opportunity of developing its own brand. In 2007, it brands itself into HTC while introducing the “TOUCH” series.   This paper discusses the theory of global strategy for individual organizations and the necessary strategic actions for HTC in order to transfer itself into a leading smart phone company in the world.

HTC’s business development philosophy

HTC’s business development philosophy is not to follow the steps of competitors. They deliberately did not review the action of the competitors in the market. It is believed that if the strategic is planned according to the competitor then focus company direction will shift to the competitors. As a result, the organization will always want to go beyond the competitors. In the end you will have to follow competitor’s rules all the time. HTC insisted to follow different paths compared to the others. For example, while other Taiwan's handset OEM companies focused on customs factory orders for large mobile phone brand; HTC was actively discussing co-operation opportunities the biggest European telecommunication operators such like Vodafone, Orange, O2, and T-Mobile.

International

strategy of HTC

The international strategy has four different terms:

    • Multinationals – treat each country market as independent and best service by a subsidiary dedicated to meet its local need and conditions.
    • Global – They emphasis worldwide strategic to benefit from operational scale. They are heavily centralized, with direction and control mainly from central headquarters.
    • International firms- copy from the center to transfer and share knowledge around various business unit to allow the whole organisation to benefit from all parts of the organization.
    • Transnational- generate and transfer knowledge and expertise both locally and centrally.

Smart phones are used in homogeneously way in all market; therefore it is a genuine global product. This makes HTC pursue a global strategy but have a regional strategy in different regions for their product. For example: HTC is a Taiwan based company, but they choice to debut its Diamond series phone in London in May 2008; because the 3G and 3.5G high-end communications standard used is far greater in Europe than North America or anywhere else in the world. The Diamond series phone targets the high-end market of the business man. The HTC ‘s Europe prior Asia then North American strategy shows that HTC determine its sales strategy based on the geographical market strategy action based on geographical market characteristics.

Global strategy characteristic and HTC’s strategy action

Bartlett and Ghoshal (1989) suggested the global strategy organisation have the following

characteristics:

  1. Configuration of the asset and capabilities centralized and scaled globally
  2. Their oversea operations are to implement parent company’s strategies.
  3. The knowledge and product development is retained at center.

HTC took the following strategy action which is related to these characteristics:

In terms of its global distribution strategy, HTC signed up a global distribution channel contract with USA's largest mobile phone distributors; Bright point. It provides HTC marketing, selling, global logistics and customized logistics services through its 25,000 global channel. The proportion of HTC's own brand sales has moved up. Communities dominate brands (2010) also reported that HTC is also becoming one of the top 5 smart phone mobile brand by 2009 as result.

HTC took a non-exclusive approach when dealing with its partners in the global market. For example, US mobile market is considered as a close market which proposes more challenges for HTC. Its success depend on the operator’s willingness to subsidize its products and offer co-marketing support, while APPLE largely target sophisticated customer, RIM targeted at large enterprise, Nokia targeted all segments, HTC focus on the high-end professional and customer market where individuals buy the products. HTC have non-exclusive relationship with all major telecom companies except AT&T as they have an exclusive agreement with APPLE. This result other major telecommunication companies market HTC’s products as” the other I-phone”.   HTC also value its retail market as 

customer can buy their phone at the retail store and use it at any telecommunication service provider.

In terms of retaining the knowledge and product development at the center, HTC believed that the key to creating a powerful brand was to focus on R&D to produce cutting edge smart phones. HTC is doing so by hiring well known innovative designers, and creating a new internal research center to drive innovation. HTC focus its phone development in conjunction with the Microsoft's mobile system product development. This is known to be an excellent move as the trend of the smart phone focus on the functional integration between phone and personal computer products.

Branding of HTC

Branding is a useful illustration of economies of scope available from global strategies. It would obviously form the basis of a global differentiation strategy. Organizations use their key brands to standardize and send a consistent worldwide message and also take greater advantage of media opportunities by promoting one brand, one packaging and uniform positioning across markets.

HTC believed that without some sort of brand, the international growth will be limited. In May 2007 HTC announced the HTC brand and officially entered the global brand strategy and distribution. There are two important keys in terms of developing a brand: to have highly innovative and differentiated products and the other is a global business capacity. In the beginning of 2010, HTC was named by “FAST COMPANY” magazine (2010) as the 31st world's most innovative enterprises and No. 2 in consumer

electronics category. There is no doubt that HTC is highly innovative but people still have doubt whether HTC has the global business capacity and how quickly can they establish this?

Marketing is another major concern as HTC lacked the scale and budget to launch an aggressive world wide publicity blitz like LG and Samsung does. In response, HTC decided to establish a brand operation center. The focus of this operation center is to build an infrastructure platform within the company in order to accommodate its international marketing. In 2009, HTC unveiled a new series of brand position campaigns; “Quietly Brilliant” with global advertising “YOU” campaign, they also sponsored the annual “Tour de France” and the “Wallpaper Design Awards”, these actions help to uplift the HTC brand awareness to the worldwide customers .

In 2010, HTC also appointed new chief of strategy officer, chief products officer and chief R&D officer. The chief strategies officer is responsible for strategic direction and technology development policies. The chief product officer is responsible for global product development. These officers will be working closely with the marketing director of HTC.

Branding development should always go together with the vision of the company, it was pointed out by Chou; CEO of HTC that HTC will not blindly go for growth, and instead, it would rather deliberately focus on the “value”. A lot of time when a company is deliberately pursuing its’ growth, they lose its core values.   Chou recognizes the importance of the economies of scale, but he 

would rather deliberately pursue the value that HTC can pursuit to its consumers.   In other words, regardless of the business model, or brand of HTC; HTC focuses on creating their own core values. HTC is not entirely focusing on the value of technology or products; it also includes the value for innovation, brand, market, and management ability. HTC is no longer solely represented by a product, but to expand competitiveness in it’s over all capacities.

Achieve greater economies of scale.

The decision whether to take faster, more aggressive brand promotion approach to heighten brand awareness was closely tied to another issue; find ways to achieve greater economies of scale.   In a HTC sponsored survey, it shows that 80% of the customers would like to buy phones for less than 200 dollars. HTC believe they don’t have the necessary scale to drive the cost reduction. This is because HTC lacked significant intellectual property right in mobile phones, intellectual property and licensing fees were the second biggest expense category for HTC and it is essentially fixed compare to labour. In response, HTC move part of its factory to China. This help HTC to save the labour cost up to 50%. HTC also started collaboration with Google’s mobile operation system; Android. This is highly appealing as it is an open-resource platform which involves no licensing fees. HTC have also started to increase the portion of common components across HTC’s entire product portfolio. These actions are believed to improve the economies of scale and lower the average sale price of their

products.

Conclusion

HTC started as an OEM company but have a business philosophy to insist on its own path. It has very strong innovation ability and developing cutting edge smart phones. HTC took a global strategy approach as it fits its industry structure. They also determine that creating a global brand is the only way to achieve their goal in becoming a leading international smart phone. HTC have taken the necessary step to create its international exposures, more importantly, HTC did not blindly go for growth and branded itself with the core value of the company.
Question 2 “It’s often a mistake to set out to create a worldwide strategy. Better result comes from strong regional strategies, brought together into a global whole.”   Discuss this statement and give examples.

Introduction

From beginning of the twentieth century, international trade is dominated by multinational organizations. By 1970, multinational organizations are accounted for 61 of the world largest economic entities in the world (Faulkner and Segal-Horn, 2004) some of these multinationals are larger than many countries. It is important for these organizations to create their worldwide strategy with careful consideration. This paper discusses creating worldwide strategy from both top down and bottom up approaches. The demonstration of the relationship between worldwide and regional strategies from both perspectives, allows us to discover the reason of developing the worldwide strategy from regional strategies.

From the Worldwide strategy perspective
Worldwide strategy

often has different terms such as International or Global strategy. It is defined in business terms is an organization's strategic guide to globalization. Govindarajan and Gupta (2008) suggested that a sound global strategy should address these questions:
    • What must be the extent of market presence in the world's major markets?
    • How to build the necessary global presence?
    • What must be the optimal locations around the world for the various value chain activities?
    • How to run global presence into global competitive advantage?
Global strategies require firms to tightly co-ordinate their product and pricing strategies across International markets and locations, and therefore firms that pursue a global strategy are typically highly centralized. YIP (1996) has argued that most of multinational companies lack an adequate global strategy, since they don not manage their world wide business in a sufficiently integrated way. Even in a global industry, all functional are not equally international in scope and as a result even simple global strategies are not wholly centralized, but will have a portion of their activity preformed locally this applied   most frequently, to the local sales and marketing knowledge.
A global strategy might be convincing when it is formulated, especially when the objectives have been projected as attainable. However, problems can arise at the local implementation stage, for example, if the local culture has not been taken into account. Problems can also arise when various local strategies have not been configured

into the overall corporate plan in an appropriate fashion.   This argument is supported by Ghoshal’s (1987) “organizing framework” which presents the benefit of the global strategies. He suggested that national difference is one of the important factors that need to be considered when achieving the strategic objects in his global strategy framework.   This means the benefit of the global strategies can only be achieved while taking the difference between national and regional into consideration.
There has also been well publicized global failures when the local culture are not taking into consideration, for example difficulties are still being faced by Walt Disney company in their Euro Disney leisure park outside Paris which has been operating for more than 12 years in France. Rugman and Hodgetts (2001) therefore recommend that strategies should be tailored to regional trade agreements such like EU and NAFTA. Deeper knowledge about regional business networks and triad based competitors should also be taken into considerations. Ghemawat (2005) has also long argued that the best international strategy should include recognition of differences in local markets. He suggested that the opportunities to improve companies' global strategy needs to be done by maximizing regional opportunities, while the term “regional” is often interpretation differently by different organisation and industry.

From the Regional strategy perspective

When the term regional strategy is used, it is important to first clarify the term regional. Although most of the examples

imply a continental perspective, but strategies simply can not be restricted to a particular geographic scale. Particularly with large countries, the logic of the strategies can apply to international as well as international regions. For example, Oil companies consider the market for gasoline in the United States to consist of five distinct regions.

Regional strategies can also be interpreted at different geographic levels. Across global, continental, national, or local level —at which scale is most tightly tied to profitability that is often a helpful guide to determining what constitutes a region. In addition to reconsidering what might constitute a geographic region, one can imagine being even more creative and redefining distance according to non-geographic dimensions: cultural, administrative and political, and economic. Aggregation along non-geographic dimensions will sometimes still imply a focus on geographically contiguous regions. For example, Toyota, groups countries by existing and expected free trade areas.   Spain can be thought of as "closer" to Latin America than to Europe because of long-standing colony-colonizer links.

(Dunning, 2000; Rugman and Godgett, 2001) suggesting that global strategy is declining in influence or perhaps more accurately has never actually been global and the regional strategy is becoming more and more significant. Regionalization may be viewed as a stepping stone on the way to full globalization or as an entirely different construction of resources and trading partners and patterns. It is therefore possible

to make a case for globalization as the obsolete concept with regionalization emerging as the dominant form rather than other way round. A local corporate plan that is developed should keep the local culture in mind, and considered as a stand-alone feature. But a global strategy that just cannot strike a responsive chord at the local level can cause problems. When this happens, strategists should ask why this is happening. Is it that the global strategy has not found acceptance at the local level? Cultural mores regarding adaptation are particularly relevant to strategy, as strategy is about managing the organization-environment interface.

For example, Pepsi is a global operator of restraints. Since 1994, they have centralized purchasing across all of its European business. This regional purchasing strategy help Pepsi to cut cost by $100 million per annum which represent 5% of their annual European operating cost. Nike has also applied a similar regional distribution strategy by replaced more than 20 national warehouses with a single European distribution center in Belgium. This distribution hub follows the company’s successful centralization of its USA operation in Memphis. This kind of regional distribution strategy helps Nike to reduce inventory, avoid duplication and stock a wider ranger of its product hence reduce cost while improving availability.

These examples demonstrate the reconfiguration of the international value chain in pursuit of cost efficiencies by means of scale and scope economies. Nike and Pepsi has shifted their configuration/

co-ordination position because deregulation and increasing similarities across European country market have made centralized purchasing and distribution more suitable and feasible. Rugman and Hodgetts (2001) make the point that most of the sales of global companies are made on a trade-regional basis. They argue that there is no such thing as a global car. For example, over 90% of the cars made in Europe are sold in Europe. Partly due to the transport cost of the car; if transport cost are a high proportion of cost in an industry. It is unlikely for the industry to become global and more likely to remain a local industry. Similar region production of large local sales is also occurring everywhere else in the world. Rugman (2003) provides data on regional nature of multinational companies. He looked at the 49 of the top retail multinational company in the world and discovered that only 1 out of the 49 retail multinational companies in the retail sectors have at least 20% of its sales in each region of triad. Therefore he concludes that the world’s largest retailers are mainly strongly segmented regional players, not globally.

Rugman and Hodgetts criticize the assumption that global Multinational companies make homogeneous product for world support with the argument of being standardization of the product for cost saving. There is almost no such standardized universal product. Only adapted product for regional markets, such as medicine usually have to be made modified to satisfy national regulatory requirements. That makes centralized production and world

wide distribution less economic. None of these points mean that the globalization is necessary in the next step or that globalization has died. It means the regional strategies are replacing national ones in these sectors at least in some key parts of the value chain.

Conclusion

Business strategy is concerned with matters of competitive advantage over rivals. Craig and Grant (1993) suggest that high-performance global corporations worldwide are not merely to strategize but to continuously remodel strategies, adding, replacing and removing variables in response to shifting realities. The ability of creating a common global strategy rests on the capability of cultural adjustment. There are not many industries where a global company can formulate a global strategy, which can then be more or less uniformly applied to a wide variety of cultures. It is essential for organizations to take the regional differences into consideration .Hence it is better to develop strong regional strategies, taking all the differences from region to region into consideration then putting it together as one global strategy.

Reference

Bartlett C, A, and Ghoshal,s (1989) Managing Across Boarder: The transnational Solution, London, Hutchinson

Communities Dominate Brands (2010) Final 2009 mobile phone market numbers as all have reported: we have big news. Available: http://communities-dominate.blogs.com/brands/2010/03/final-2009-mobile-phone-market-numbers-as-all-have-reported-we-have-big-news.html.   (Last accessed at 12 September 2010)

Craig, J. C. and Grant, R. M.

(1993). Strategic management: Resources, planning, cost efficiency, goals. London, UK: Kogan Page.

Dunning, J.H. (2000) Regions, globalization and the knowledge economy: the issue stated in Dunning, J. H. (ed) Regions and the knowledge Based Economy, Oxford, Oxfrord University Press.

Fast company (2010) FC: HTC has suddenly become a prominent player in mobile technology. But this isn't a new pursuit for you. Available at: http://www.fastcompany.com/mic/2010/profile/htc. (Last accessed at 12 September 2010)

Faulkner, D. O. and Segal-Horn, S. (2004) The Economics of international comparative advantage in the modern world. European Business journal, vol.16, No.1, pp. 80-110

Ghemawat, P. (2003) Semi-globalization and international business strategy, Journal of international al business studies, vol. 24, pp. 138-52

Ghemawat P. (2005) Regional Strategies for Global Leadership, Harvard Business Review, Vol. 83, No. 12, December 2005.

Govindarajan, V. and Gupta, A. K. (2008) The Quest for Global Dominance: Transforming Global Presence into Global Competitive Advantage, 'Jossey Bass. pp. 20-21

Ghoshal, S. (1987) Global strategy: an organizing framework, Strategic management journal, vol. 8, pp. 425-40

Rugman A. M. (2003) Regional strategies for service sector multinationals, European management journal. Vol. 15, No. 1, pp. 1-9

Rugman, A .M. and Hodgetts, R. (2001) The end of global strategy, European management journal, Vol. 15, No. 4, pp. 333-43

YIP, G. S.   (1996) Total Global strategy, 2nd edition, Englewood Cliffs, NJ, Prentice-Ha

View as multi-pages 

Cite This Essay

APA 

(2011, 01). Htc Case Study. StudyMode.com. Retrieved 01, 2011, from http://www.studymode.com/essays/Htc-Case-Study-552422.html

