daEdsiet AT ExE

-0k

Itl-

=
=Tlo

MSTistm 2H st
ZHZYnEY DS
cmoon@snu.ac.kr



mailto:cmoon@snu.ac.kr

HIAl

2 X Ms

=1
=

ABCD 2 &

_E jol
B sv
© N
o 6]
N <
160 50
c [~4
219
©
LLl
Kfu
K0 K0
r [| %0
~
7
>
Kfu
X0
ojo >3
& Hr
N
{H
~N




70 %l

_._._u ol !

My




=

KO
ol
<

27}

S @Al

b ol Al

CHH XY 271
l: TPPS 2 &3
4. Workforce Innovation and Opportunity Act
B QM| OISk sielEE =L O|THH[E E=; o

XH

XH

. < | =

[ =]

XA
X|H:
Al
o

R
o N |
1k % ool s K
81 M <9 ©
_AI._RA_.A:.ﬂﬂ

H L] L] L] L]

X3 AL Z1HM| 21k Select USA A K|

Europe 2020 5CH S &
+ 20-64M| LEE:69%>75%

$(20/20/20)

=
=

ASCHAHH| & 15%>10%

(=2
=]

Ol 259 ZtA

C:ﬂ'—ﬂl

-
(=)
T,
-
o
-

o 7|
. =7

- GDPLCHH| R&D EXIH|=: 1%>3%
Hl= 9

>
g *H(2014/11)

=
U=
2y

7|=0| - H| 0] )

Ikt

il & ol
R0 T
= Ik Kd il
™ = K0 &

olo 31 o K

I+ % < &
R Hars
HJ ol ikJ i
Shl

4 7o) <)
A Er
Mo [ ] [ ] [ ]

ojn &
o3 KO
~ ol
T <
jod Jod
X o
S o
03 %0
T 100
110
jo <4 K
30 20 KO
IF 0|1 51
mjn FI wjo
~ 10 ol
R0 51 =
AR B
My T <}
ol M~
ol 1510
Rl oF <0
KO it 5T



Eco-system

-

ml
N O_u

IAL2]

)
Joil

¥

|_|__||_ | ol

=~ | A
il
ol
ol

—r

Al
=

nr
na
el
1
il

jod

=1F 20 471 £HA

o=, A& 0]2, 93, 121

HIg o =

I("

Sustainable
Eco-system
Intelligent &
Connected

(e.g., Second
Business)

2 2
Chance Policy in



N
>
HI
=)l
it
X
%
O
rz
A2

AAUH: MIIEE Fusionopolis
A Y .
AF 7 =1 Yl S - multidisciplinary science « M7|- XX}
Y o-! '5'%7|E - mind to market o IT
Ih-'l = T\l, - R&D gateway to Asia / T \
S
< 9B - o x|
< *Platform > "
2.9.7' e - o2 Ecosystem - 82
co’/l&E l
T \l, \ « 2 (L) /
o K [ E)
HHMI|=
r A Yol 7|kl
o 50-30Z2HE (1990): 7|z=1tst E0L0f|A 50 =2+ 30F Q|
= | f 7|HIH | =2Y YA HES SH: 19900 FE 1999E7 19 HiE,
;j v by 2000 £ Ef 20117 10T Hi=

m

L HiAL OF2JIE| Lo 7| Bk

e
» 1930-1980CH AFO| & 5 L H&f =oAL Hi =
* Peace: 1936, 1980
* Physiology or Medicine: 1947, 1984
* Chemistry: 1970
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“The whole of my remaining realizable estate [...] shall be annually distributed in the form of prizes

to those who, during the preceding year, shall have conferred the greatest benefit on mankind.”
- Alfred Nobel (1895)
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SEBH Q| & 7HK| ghgk
Thomas Edison Bill Gates

+ 1,093 patents in the US and over 1200 in other * The richest man in the world

countries - $72.7 billion (2013)
« Edison Electric Company (1878) « Most of our competitors are one-product wonders,
- Thomson-Houston (1892) but they do not know how to put them together for
- General Electric (1896) business.
« Edison Ore-Milling Company - BBC News, June 19,2008

 Edison Portland Cement Co.

Superior technology Higher value creation

11



Bill Gates® & x: Ol = Al

Unsuccessful One-product Strategy Successful Platform Strategy

Apple lI PowerBook Mac OS X : iPhone & App Store
First mass market PC Set laptop design standard Operating system

iPod + phone + Internet + application market

1977

1984 1991 1998 2001 2003 2007 2010

Mac iMac iPod & iTunes Mac iOS & iPad

Pioneered the GUI All-in-one designer PC MP3 & digital media Mobile OS & tablet PC
service software

12
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What would it take to make iPhones in the
United States? Why can't that work come home?

« AE|lE FA

Those jobs aren’t coming back.

X7t 7| d 7t
SHEH 9| 2Ly = (=L =)
& 2ty | ElE X92)) R 719e| 2= EAKX
=H g A=A o|lo&=
HH B FOFES FYUEL MZ) (E28) 7HIA=s0Me 2&d ST
M EE Made in home country Made in world
EtZofe| oA | 27 =
AL} 2 59| Ml (&S A%} o) 719o| WS ot dMEE

=X 220120, ZH usk £ 2 22¥ EHE: OHF 7HX|AtS. SOHH| =LA/, 1052,
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7199 A2 H 713
(Corporate Social
Opportunity, CSO)

ZEIHKEE 71el ArsIS 2
(Creating Shared Value,
Csv)

N

(Corporate Social
Responsibility, CSR)

7142l o] AHE|S 0]

“The proper social responsibility of business is to tame the dragon, that is, to turn a social
problem into economic opportunity and economic benefit, into productive capacity, into
human competence, into well-paid jobs, and into wealth.”

- Peter Drucker (1984)
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From CSR to CSV

- 7|¥ 2 CtS4t 20| 471X 3FE A2 = US. &t 7|2 7|Hel o]0 AT Atz|H 00|
S5t Mz2d gAo] MOl L2 ZASHK|E, AOEY|Y 2 7[gat ALR|O|A 25 =20| &= |Re
HUN L2 423

« AlZlE O|7|1F 7|0l &tst 7|2 E|7|E Q7st UKD Eoh 7|H2 22 7|4 o 2F § LIOH7}
AOHE 7| ¥0| Z[O0{OF g

A il
4 A gof
=2 CSR csv
A AE eS|
=~ g0}
et 71 ADE 7|
Value Transfer 7} X|O| ™ Value Creation 7}X| &=
Atsl0] 2] o
HHEo 7| 0|71 7|
LIS
P =]
LIS
%8 71| 2! =8

=M. 23| & (2012). Good to Smart. A =2 214 O|7{, Moon, H., Parc, J., Yim, S., and Park, N. (2011). An extension of Porter and Kramer’s creating shared value
(CSV): Reorienting strategies and seeking international cooperation. Journal of International and Area Studies, 18(2): 49-64.
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-

US trade balance with China
Traditional approach (trade): -$1.9 billion
Value-added approach: +$48 million

Export ($2.02billion)

1

Japan: 34%
Germany: 17%
South Korea: 13%
China: 3.6%

US: 6%

Others: 27%

Assembly

—_—

Input ($121.5 million)

*Components
*Labor

*R&D
*Design

Source: Wall Street Journal, 2010/12/15, Not Really ‘Made in China’; Xing and Detert (2010), How the iPhone Widens the United States Trade

Deficit with the People’s Republic of China, ADBI Working Paper

Note: In 2009, Chinese iPhone exports at $2.02 billion to US. After deducting $121.5 million in Chinese imports for parts produced by U.S. firms
such as chip maker Broadcom Corp., they arrive at the figure of the $1.9 billion Chinese trade surplus—and U.S. trade deficit—in iPhones. 48

million surplus with China comes from the calculation as follows: $121.5 million - $2.02 billion x 3.5% = $48 million.
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Leading
Firms

Affiliated
& Related
Firms

Zto| Z’40| Otk

Samsung Electronics

=28 71X Al&2

* Korea (tech, R&D, mother factory)
* Silicon Valley (tech)
* Milan, Italy (design)
* 50 countries (sales)

Cooperation

-

* SEV (manufacturing)

* SEC (flash memory, processor)

* Qualcomm (wireless-
communication chip, processor)

* STM, Bosch, Yamaha (sensor)

* Sam Kuang, Intops (case)

* Samsung Display (display & screen)

\_

J

3 A| AEIZH

Competition

Competition

Apple

* Silicon Valley (tech, R&D, design)

* 16 countries (sales)

Cooperation

(" )

* Foxconn (manufacturing)

* SEC (processor)

* Toshiba (Flash memory)

* Qualcomm (wireless-communication
chip)

* STM, Bosch, Elpida (sensor)

* AT&S (case)

* LG Display (display & screen)
\_ J
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“What” Approach

Mz2 23

* Superior Resources

- Low labor cost

- Advanced technology
* Focus on “input” factors
 Static view

“How” Approach

Similar Resources

- Similar labor cost, but HOW?
- Similar technology, but HOW?
Focus on “process” factors
Dynamic view

Y =g+ ByXy + BoXy + BaXs + B4X, .

« “What” Approach: X, X,, X3, X, ...
* “How” Approach: B,, B,, Bs, B4 ---

M= =71 A 71U B%
"HOW" xﬁ-'

2o | Xto|7} 20{E 1 @ M “What"2.LCt=
HO| o Sf8ix|1 AL},

21



R&D Expenditure: The highest technology does not guarantee success

* Nokia is losing ground despite spending $40 billion on research and development over the past decade—
nearly four times what Apple spent in the same period

« And Nokia clearly saw where the industry it dominated was heading. But its research effort was
fragmented by internal rivalries and disconnected from the operations that actually brought phones to

market

Over a Cliff | Nokia's once soaring stock price has dropped sharply

June 2000: Nokia's market value
" hits all-time high of €303 billion.

Nokia’s stock
price, weekly

March 1996:
_ Nokia introduces
300
its first
smartphone, the
Nokia 9000

20 -~ Communicator.

10 eaasressvassaasiianfhanlfoanatebee

0

B April 28, ¢

June 2007: Apple September 2010:
" begins selling the " Stephen Elop takes T
iPhone. over as CEO.
December 2007: February 2011: CEO
Nokia’s share of the Elop drops Nokia's

global cellphone

market peaks at 40.4%.

operating systems to
build phones based on
Microsoft software.

1

October 2011: Nokia unveils
the Lumia, its first Microsoft

... smartphone.

1l

June 2012: Nokia says
competition is tougher than
expected, projects deeper
losses in phone business.

199 |97 gl
Note: €10 = $12.30 at current exchange rate

Source: Wall Street Journal, July 18, 2012, http://online.wsj.com/news/articles/SB10001424052702304388004577531002591315494

o lor T2 s
Sources: FactSet; IDC; WSJ reporting

| ‘04

| 05

1106

! 07

08

‘09

10

l 111 i '12
The Wall Street Journal

Spending Spree

Nokia outspent rivals on R&D
for much of the past decade but
didn’t bring enough innovations
to market.

SO DIllion « e

Apple

| ] ] | | ||

Note: Apple data are for fiscal years ending
in September.

Source: the companies
The Wall Street Journal
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The ABCD Framework: An Integration of Established and Emerging Theories

Established Theories Emerging Theories

Agility
Fast follower advantage
Speed Early mover advantage (Economies of speed)
. Precision Automation (from L-int to K-int Process techniques with human touch (B &1t)

e.g., JIT, TQM, 6 sigma

Benchmarking

Absorptive capacity

* Learning Resource-based view of the firm : :
(Economies of learning)
. o . Incremental innovation
* Best practice Destructive innovation : L
e.g., Kaizan, creative imitation
Convergence
.« Mixin Specialization capability Combinative capability
g (Economies of scale) (Economies of diversity)
. Svnerav-creation Related diversification Related & Unrelated diversification
ynergy (Economies of scope) e.g., Chaebol, smartphone (platform strategy)
Dedication
+ Diligence Inspiration Perspiration
9 P (Economies of hard-working)
+ Goal-orientation Unigue positioning Continued growth after catch-up

e.g., constructed crisis, extra commitment

23



Agility = Speed + Precision

W

Agility Established Theories Emerging Theories Cases
* Speed Early mover advantage Fast folloyver advantage
(Economies of speed) Automobile Industry
. Precision Automation Process techniques (Ford, Toyota, Hyundai)
ecisio utomatio e.g., JIT, TQM, 6 sigma
Fordism Toyotaism Hyundaism
Speed, Cost Quality, Cost Speed, Quality, Cost

Toyota
Production System
Total Just-in-Time Jidoka Total
Quality JiT (Autonomation) Quality
Control Control

TQC ‘ TQC

’ Flexible Production

Cost Cutting by Avoidance of Waste

* First to adopt mass production —
economies of scale

* Enhanced speed of production

Higher productivity and quality
through automation with human
touch (B&1t)

Appropriate in the stable market,
but not in the emerging market

* Higher production speed, tighter
control on quality through on-site and
24hr monitoring

» Growing confidence in quality
+ US: 10-year, 100,000-mile warranty

24



Benchmarking = Learning+ Best practice (A)—(B

Benchmarking Established Theories Emerging Theories Cases
« Learnin Resource-based view of the Absorptive capacity
g firm (Economies of learning) Steel Industry

: ; (US steel, Nippon steel, POSCO)
Incremental innovation

» Best practice Destructive innovation . L
e.g., Kaizan, creative imitation
US Steel Nippon Steel POSCO
Dominated the world steel industry until Dominated the world steel industry in Became the world top company in the
the 1950s the 1980s 1990s
* Learned from Europe * Learned from US and Europe * Learned from Japan and the West
» Created hot strip mill system » Created combined blown converter * Created FINEX
* Produced a smoother sheet with  Increased efficiency and reduced * Increased cost efficiency and eco-
more uniform thickness unit consumption of raw materials friendliness
B:’l\-up Codl r o §—— Fine Ore
‘ \ K dia 'l IJ Reactors F__ine ci
,__'m i ﬁff_f_”’ ___m TOP BLOWING N~ 00
Roughing Mill Coil B Finishing ol s B;i?:t.‘l;tlte
oo |
COMBINED BLOWING ?

« Japan: The best student of the West
» Korea: The best student of Japan and the West

* Imitate, Improve, Innovate! 25



Convergence = Mixing + Synergy-creation

W

Convergence Established Theories Emerging Theories Cases

Specialization capability
(Economies of scale)

Combinative capability

+ Mixing (Economies of diversity)

Electronics Industry
(GE, Sony, Samsung)

Unrelated diversification
e.g., Chaebol, platform strategy

Related diversification

* Synergy-creation (Economies of scope)

Unrelated Diversification

(Broadening and deepening)

» Developing new competence in new area

Related Diversification
» Extending existing competence in new area
(Deepening and broadening)

General Electric

Energy
Infrastructure
31%

Transportation
4%
Electronic

5%

Sony

Others  RTREFITY

8% 11%

Finance
15%

Music

Mobile
6%

18%

Pictures
11%

nt

8% %

Samsung

Service
28%

Chemistr
2%

* Narrow diversification
A few related and/or unrelated
businesses

* Broad diversification
A wide collection of related and/or
unrelated businesses

GE Annual Report (2013)

Sony Annual Report (2013)

 Dominant diversification

One major core business taking up 50 —
80% of revenues, with several small
related and/or unrelated businesses

http://www.samsung.co.kr/main.do

Samsung Annual Report (2013)

26



http://www.samsung.co.kr/main.do
http://www.samsung.co.kr/main.do

Dedication = Diligence + Goal-orientation

(A—B)—~c—®

Dedication

Established Theories

Emerging Theories

Cases

» Diligence Inspiration (West)

Perspiration (East)
(Economies of hard-working)

Economic Development

» Goal-orientation : Unique positioning

e.g., constructed crisis, extra
commitment

Continued growth after catch-up

(WEST: US, Europe)
(EAST: Japan, Korea)

» Protestant spirit
- Frontierism for individual success

* Samurai spirit
- Disciplinism for collective welfare

» Saemaul spirit
- Equalism for social mobility

Hard work,
once America’s Spirit

“The American idea that hard work was
to be esteemed distinguished us from
Europeans who admired their gentlemen
of leisure. For us, hard work rather than
idleness was the way to distinction.”

—Lynne Cheney (April 6, 1993)

http://www.aei.org/publication/hard-work-once-as-american-as-apple-pie/

Japanese working harder than
Americans

Japanese employees worked an average
of 2,201 hours in 1990. That figure is
about 300 hours more than the U.S.
average. By comparison, the Japanese
work about 550 hours more than
workers in the former West Germany.

- New York Times (February 7, 1992)

http://www.nytimes.com/1992/02/07/news/o7iht-work.html

The World's Hardest-Working
Countries

“In South Korea, ranking first place,
things are slowly moving toward the
OECD norm after the Korean
government introduced a five-day
working week in 2004 for schools and
companies with over 1,000 employees.
But with the culture of hard work so
deeply ingrained, change is slow.”

- Forbes (May 21 2008)

http://www.forbes.com/2008/05/21/labor-market-workforce-lead-
citizen-cx_po_0521countries.html

27
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* Three quarters don't return investors' capital; One third of high potential U.S. start-ups lose all their money; More than 95% of US
start-ups fail to see the projected return on investment (Wall Street Journal, 2012/9/20, The Venture Capital Secret: 3 Out of 4 Start-
Ups Fail)
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ZZX |3} International Trade vs. Global Value Chain (GVC)
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