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I. Introduction

A strategy of a corporation forms a comprehensive master plan that states how the corporation will achieve its mission and objectives. It maximized competitive advantage and minimizes competitive disadvantage. 

The typical business firm usually considers three types of strategy: corporate, business and functional. 

Corporate strategy describes a company’s overall direction in terms of general attitude towards growth and the management of its various businesses and product lines. Corporate strategies typically fit within the three main categories of stability, growth and retrenchment.

Business strategy usually occurs at the business unit or product level, and it emphasizes improvement of the competitive position of a corporation’s products or services in the specific industry or market segment served by that business unit. Business strategies are grouped into two overall categories: cooperative and competitive strategies. 

Functional strategy is the approach taken by a functional area to achieve corporate and business unit objectives and strategies by maximizing resource productivity. It is concerned with developing and nurturing a distinctive competence to provide a company or a business unit with a competitive advantage.

Functional strategies support business strategies, which in turn, support corporate strategies. 

II. Literature Review

Business strategy.

As it was mentioned before, business strategy focuses on improving the competitive position of a company’s or business unit’s products or services within the specific industry or market segment that the company serves. Business strategy can be competitive (battling against all competitors for advantage) and/ or cooperative (working with one or more companies against other competitors). Just as corporate strategy asks what industry(ies) the company should be in, business strategy asks how the company or its units should compete or cooperate in each industry.

 Porter’s competitive strategies.

 Competitive strategy raises the following questions:

· Should we compete on the basis of lower cost (and thus price), or should we differentiate our products or services on some basis other than cost, such as quality or service?

· Should we compete head to head with our major competitors for the biggest but most sought-after share of the market, or should we focus on a niche in which we can satisfy a less sought-after but also profitable segment of the market?

Michael Porter proposes two “generic” competitive strategies for outperforming other corporations in particular industry: lower cost and differentiation. These strategies are called generic because they can be pursued by any type or size of business firm:

· Lower cost strategy is the ability of a company or business units to design, produce, and market a comparable product more efficiently than its competitors.

· Differentiation strategy is the ability of accompany to provide unique and superior value to the buyer in terms of product quality, special features and after-service. 

Differentiation is aimed at the broad mass market and involves the creation of a product or service that is perceived throughout the industry as unique. The company may then charge premium for its product.  

Business Opportunities in Uzbekistan
 

	Ease of...
	2006 rank
	2005 rank
	Change in rank

	Doing Business
	147
	151
	+4

	Starting a Business
	70
	57
	-13

	Dealing with Licenses
	138
	132
	-6

	Employing Workers
	67
	66
	-1

	Registering Property
	165
	166
	+1

	Getting Credit
	159
	160
	+1

	Protecting Investors
	118
	114
	-4

	Paying Taxes
	155
	154
	-1

	Trading Across Borders
	169
	175
	+6

	Enforcing Contracts
	30
	31
	+1

	Closing a Business
	112
	132
	+20


1. LG Company’s international business strategy
About LG Electronics 

Established in 1958 as Korea's pioneer in consumer electronics, LG Electronics is a major global force in Electronics and Information & Communications products. More than 55,000 employees working in 73 overseas subsidiaries and marketing units worldwide, strengthen LG Electronics’ core competencies in three main business companies: Digital Appliances, Digital Display and Media, Telecommunication Equipment&Handset. 

As the fruits of its concentrated endeavors in the innovation and development of leading-edge technologies, LG Electronics has achieved a position as a global leader in its core sectors as well as for new digital products such as Digital TV, Internet appliances and nextgeneration mobile handsets. 

LG Electronics is focused on promoting Home Network and Mobile Network businesses based on cutting-edge multimedia application technologies along with Information and Communication Technology as its core business areas. 
2.1 Strategy proposition
LGE upholds this year’s management policies as follows: 

1. Accelerating global management: LGE is gearing up this year to promote aggressively the LG brand as a world-class premium brand. 

2. Fast Growth: LGE is set to enhance its cost competitive edge in each division and subsidiary and maximize its profitability. 

3. “GCGP corporate culture” 
Through the “Great Company, Great People” corporate culture, LGE is creating outstanding results and crafting a culture of passion and excellence where members of a great company grow professionally as great people. 

2.2 Examples of successful market penetration
· North America

LG Electronics is ready to accelerate global brand marketing activities in the North American market. This drive is aimed at fulfilling the corporate vision of ranking among the top 3 global firms in electronics, information, and communications by 2010. 

LGE posted global sales of about 29 trillion won last year. This year, it seeks to achieve an ambitious 20% sales growth rate compared to last year. North America, as a major strategic region for the company, represents 20% of total sales. Thus, beginning this year, the company created and launched the comprehensive regional function for North America aimed at boosting sales in advanced markets. 

In the North American market, LGE posted about US$ 6 billion in sales last year. By strengthening its brand marketing activities, the company expects to achieve an increase of 20% from the previous year. Toward this end, LGE is set to invest US$ 300 million in brand marketing activities in the next three years. The company also strives to improve the synergistic effect of enhancing its standing and presence in the North American market through efforts in product development, distribution, and organization restructuring.
 
Business Strategy for North America 
Because of the rapidly growing North American market, which demands new display products such as PDP, LCD, and MDP (Micro Display Projection) (400,000 units in 2002, 2 million in 2003, and approximately 4 million in 2004), LGE’s all-out brand launch in the 2004 CES this January will surely give the company an opportunity to consolidate its business base at an earlier date.
· CIS (Kazakhstan) 

LG market penetration strategy in Kazakhstan was adapted to specific demand of local population.
· Product and services: television sets
•
Goal of LG Electronics in Kazakhstan was to bring its products in every family
      •
 Local factory was opened to serve not only Kazakhstan but also other countries (Kyrgyzstan, Tajikistan and Uzbekistan, Russia and even Finland and Iran)

•
The production capacity of assembly line is 186 TVs per hour, a small reconstruction in future will increase the capacity to 220 units per hour. Virtually, every Almaty (capital of Kazakhstan) resident should have an LG TV set.
•
As for services, LGE has opened a ‘hot line’ telephone consulting service for explanation of manuals, since Kazakhstan customers do not read manuals carefully and they need a professional advice.

· Place: dealers in 20 cities of Kazakhstan and 4 other cities around Central Asia. 
As a capital of Kazakhstan and the center where all industrial complexes are accumulated, Astana is the best option to find customers with sufficient purchasing power. 

· Promotion: social events and singing contests
•  
The specific feature of local population is that Central Asian people are not much     acquainted with novelties and new gadgets. There is much educational work to be done, so LGE releases information bulletins and prepares special promotion events in order to promote the product; distributes presents and gift trips to Germany for lucky customers.
• 
LGE in Kazakhstan uses both push and pull strategies: actively advertises new products to create strong demand and at the same time closely cooperates with distributors in order to push the product to the market.

• 
Social consciousness: by making purchases in specific stores in Astana all customers of LGE in Kazakhstan, support children who suffer from leukemia.

· Price: medium price on popular products, premium price for new products

• 
average customer age is 47 years old, usually people with medium purchasing power, therefore prices on TV sets, for example, range from $160 to $720.

• 
The youngest of registered customers are 18 years old, and they belong to price
sensitive market sector.
2.3 LGE in Uzbekistan 
LG Electronics has been one of major players of Uzbekistan market for more than a decade. The representative office of LGE in Uzbekistan was opened in May 1997.

However despite considerable time period of LGE presence, the company has not yet established its main businesses and did not open the company office in Tashkent or any other Uzbek city.

 The representative office, consisting of 4 departments (sales, marketing, service (AS, PS) and GSM test & integration), functions only as a mediator between LGE and local dealers. It checks the credibility of prospective dealers and helps them with arrangements of contracts with LGE. 

LGE distribution channels in Uzbekistan are very limited due to economic conditions and low population purchasing power.  

Methods of Research

EFAS (External Environmental Analysis)

External Environmental Analysis (basically, opportunities and threats of the environment) explores following factors:

A. Societal Environment
Environmental scanning is the monitoring, evaluation and dissemination of general forces that do not directly touch on the short-run activities of the organization but that can (and often do) influence its long-run decisions.
When comparing Uzbek market to that of Kazakhstan, we can find both common and different features, therefore, when planning market strategy for Uzbekistan, LGE can apply projects that were successful in Kazakhstan, and at the same time keep adapting products and services to local cultural and economical environment.

IFAS (Internal Organizational Analysis)
A. Corporate Structure

B. Corporate Culture

C. Corporate Resources

1. Marketing

2. Finance

3. R&D

4. Operations

5. Human Resources

6. Information Systems

Analysis of Strategic Factors
A. Situational Analysis

B. Review of Current Mission and Objectives

Strategic Alternatives and Recommended Strategy
A. Strategic Alternatives

B. Recommended Strategies

List of References

Articles and books about Uzbekistan: 

1. “Uzbekistan – A Modernizing Society” Laurence Jarvik, John Hopkins University, 2003
2.  “Country e-Preparedness Report. State of e-Business and Potential for Development in Uzbekistan” Ravshan Momurov. 2004

3. “World of Information Business Intelligence Report. Uzbekistan” Saffron Walden. Walden Publishing Ltd. 2001

4. “Doing Business in Uzbekistan” Baker & Mc Kenzie. Uzbekistan Practice. 2003

5. “Uzbekistan: an Expanding and Capital-Hungry Economy” Malika Saidkhojaeva. Tashkent State Economic University. International Business School. 2004
 
     Materials about LG Electronics

1. Interview with manager of Human Resource department Ms. Lydia Popova

2. www.lge.com
3. www.kz.lge.com
4. “LG Electronics” Oracle Customer Case Study
                  Articles and books about Business Strategy:
1. “International Market Entry Strategy: A Source for Late Mover Advantage?” Mark Fischer,  Michel Clement, Venkatesh Shankar. Christian Albrechts University of Kiel. 2004

2. “Strategic Management and Business Policy”. Thomas L. Wheelen, J. David Hunger. Pearson International Edition. 10th Edition. 2006 














































