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Abstract

This study analyzes how KakaoTalk, a latecomer in the Korean mobile messenger
market, overtook the incumbent NateOn and emerged as the dominant player. KakaoTalk's
trajectory is treated as a representative case in which an underdog defeats a strong
incumbent during a technological transition. To this end, the study constructs an integrated
analytical framework that combines Cho's (2014) SER-M (Subject-Environment-Resource—
Mechanism) model with Christensen’s (1997) theory of disruptive innovation, and conducts an
in-depth qualitative comparative case study of the two firms' strategic responses during the
mobile transition period from 2010 to 2014. The findings reveal that KakaoTalk's success did
not stem from technological superiority per se, but from early sensing of environmental
change and the construction of innovative mechanisms. Specifically, KakaoTalk (1) detected
the paradigm shift from PC to mobile at an early stage, (2) implemented mobile-native UX
and frictionless onboarding based on a free pricing model as its core mechanisms, and (3)
generated strong network effects that enabled rapid expansion of its user base. In particular,
KakaoTalk targeted users who had been underserved under the SMS regime due to
per-message charges and functional constraints, and offered a free messaging service,

thereby exhibiting the characteristics of a low-end disruption.
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I. Introduction

1.1. Research background and purpose

In the late 2000s, the Korean digital communication market was dominated by NateOn, a
PC-based messenger launched in January 2003 with 27 million users and strong network
effects linked to Cyworld. By 2005, NateOn had become the market leader, surpassing
competitors such as MSN Messenger and BuddyBuddy through its integration with Cyworld's
social graph and the Nate portal ecosystem. However, the mobile transition triggered by the
iPhone’s introduction in 2009 reshuffled the market hierarchy. KakaoTalk, a latecomer
launched in March 2010, overturned the incumbent's dominance within two years.

While prior studies have examined KakaoTalk’'s success factors (Kang, 2015; Yoo, 2013) or
NateOn's failure (Hyung, 2020) in isolation, systematic comparative research explaining the
mechanism of this reversal remains limited. A keyword search on major academic databases
(RISS, Google Scholar) for "Messenger Platform Strategy' and "Comparative Analysis" from
2010 to 2024 reveals that comparative research applying a unified theoretical framework to
these two firms remains scant. Most existing research relies on descriptive success stories
rather than analyzing the structural causes of the 'resource advantage paradox'—why a
resource-rich incumbent failed against a resource-constrained startup.

This study fills this gap by integrating the SER-M (Subject-Environment-Resource-
Mechanism) framework with Christensen’s (1997) theory of disruptive innovation.
Furthermore, it employs the Weight-Sequence Model (WSM) to quantify the strategic
prioritization that enabled KakaoTalk to overcome the "David vs. Goliath" disparity. By
addressing how a challenger bypassed the "chasm" and established a virtuous cycle of
mechanisms, this study offers dynamic insights into platform competition. To achieve this,
the study addresses three condensed research questions: (1) What differences existed in
their strategic mechanisms? (2) How did KakaoTalk neutralize the incumbent’'s network
advantage? and (3) What were the decisive factors separating success from failure within
the SER-M framework?

1.2. Academic and Practical Contributions

This study makes academic and practical contributions by concretizing a
mechanism-centered view of strategic innovation. Academically, it suggests that mechanism
fit—rather than resource scale alone—can play a decisive role in performance outcomes
during technological transitions. By symmetrically analyzing both success and failure, it
mitigates the success bias prevalent in prior research. Practically, it highlights the risks of
“core rigidity” for incumbents and demonstrates how latecomers can exploit opportunities
through mobile-native UX and staged expansion.

Methodologically, by integrating SER-M with WSM, the study introduces an interpretive
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framework that evaluates not only the components of strategy but also their execution
sequence and relative priority. This provides a more actionable and structured
understanding of platform strategy than static analytical models.

1.3. Structure of the Paper

The remainder of this paper is organized as follows. Section 2 reviews the theoretical
background. Section 3 explains the research design and methodology. Section 4 presents the
integrated analytical framework. Sections 5 and 6 provide in-depth case analyses of
KakaoTalk and NateOn, respectively. Section 7 conducts a comparative analysis, and Section
8 concludes with theoretical and managerial implications.

II. Theoretical Background

2.1. Structure and Meaning of the SER-M Model

The SER-M (Subject, Environment, Resource, and Mechanism) model, originally
proposed by Cho and Lee (1997) and later systematized by Cho (2014), serves as the core
analytical framework of this study. The model conceptualizes firm performance as the
outcome of how the subject, the environment, and the firm’s resources are activated and
connected through mechanisms. In contrast to traditional frameworks such as SWOT
analysis or Porter's Five Forces, which tend to treat internal and external factors
separately, SER-M emphasizes the dynamic interaction among these components and
highlights execution mechanisms as the fundamental unit of strategic analysis.

Within the SER-M model, the subject refers to the internal drivers of strategic intent,
including leadership, organizational culture, decision-making structures, and the firm's
guiding vision. The environment captures the external conditions that shape strategic
choices, such as technological change, competitive dynamics, regulatory shifts, and
sociocultural context. Resources include both tangible assets—such as capital, human talent,
and technological capabilities—and intangible assets, including brand equity, data, and
network relationships. The mechanism dimension represents the concrete processes,
routines, and methods through which resources are mobilized and transformed into
competitive advantage.

A central insight of the SER-M framework is that mechanisms function as the strategic
integrator that links the subject, the environment, and the resource base. Cho (2006)
formalized this idea through the Mechanism-Based View (MBV), which argues that even
when firms face similar environmental conditions and possess comparable resources,
differences in mechanisms can lead to markedly different performance outcomes.

Mechanisms therefore constitute more than mere execution tools; they are the creative and
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adaptive means by which a firm expresses its strategic intent, aligns with environmental
demands, and configures resources to generate value. Building on this mechanism-centered
perspective, this study examines how KakaoTalk and NateOn produced contrasting outcomes
despite competing in the same market and facing the same technological transition.

2.2. Comparative Advantage of SER-M and WSM

This study adopts the SER-M framework and WSM instead of traditional strategic tools
such as SWOT or Porter’'s Five Forces (1980) for two specific reasons tailored to the
platform transition context. First, while Porter’s Five Forces model is effective for analyzing
static industry structures and entry barriers, it often overlooks the internal sequencing of
strategic execution. In a fast-moving platform market, the timing of resource deployment is
as critical as the resources themselves. The SER-M framework emphasizes the dynamic
interaction among Subject, Environment, and Resources through the "Mechanism" (Cho,
2014), allowing for a more fluid analysis of how firms adapt to rapid environmental shifts.
Second, traditional qualitative frameworks lack a method to evaluate the "temporal priority"
of strategies. This study complements SER-M with the Weight-Sequence Model (WSM) to
address this limitation. As Cho and Moon (2022) argue, successful strategy depends not only
on what resources are used but when and with what priority they are deployed. WSM
provides an interpretive lens to evaluate this "strategic sequence," offering a methodological
advantage in analyzing platform transitions where early network effects are path-dependent
(Han & Cho, 2015).

2.3. Disruptive Innovation

Christensen (1997) defines disruptive innovation as a process in which a product or
service that initially performs below the expectations of mainstream customers enters a
niche market with different performance criteria and, through gradual improvement,
eventually reshapes the broader market. The concept was formalized based on Christensen
and Bower’s (1995) earlier discussion of “disruptive technologies,” which emphasized how
incumbents often overlook emerging technologies that initially appear inferior according to
existing standards.

Disruptive innovation takes two primary forms. The first is low-end disruption, in
which entrants target customer segments that are overserved by incumbent offerings. In
such cases, incumbent firms provide more features or higher performance levels than many
customers require, creating an opportunity for entrants to deliver simpler and more
affordable alternatives. The second is new-market disruption, which occurs when a firm
creates new consumption by serving non-consumers—customers who were previously unable
to adopt existing solutions due to price, complexity, or accessibility constraints.

The central mechanism enabling disruptive innovation is the asymmetry of performance

trajectories. Christensen (1997) argues that incumbents tend to improve their technologies
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more rapidly than customers needs actually increase. This gap creates a window of
opportunity for disruptors whose initial performance falls short of mainstream expectations
but eventually converges with and surpasses them, thereby transforming existing business
models and value networks.

The case of KakaoTalk illustrates how disruptive innovation operates during a
form-factor transition. KakaoTalk addressed the high cost barriers of SMS and the limited
mobile accessibility of PC-based messengers by offering a value proposition centered on
free and simple messaging. Rather than replicating the complex features optimized for
mainstream PC users, KakaoTalk delivered only the essential messaging functions required
in the mobile environment. This strategic positioning reflects the characteristics of low-end
disruption and represents an adapted form of disruptive innovation tailored to the mobile
platform era. KakaoTalk's emergence demonstrates how a disruptive entrant can leverage
simplicity, accessibility, and cost advantages to redefine a market that incumbents had
previously dominated.

2.4. Platform Business and Network Effects

Platform businesses operate as two-sided markets that facilitate interactions between
different wuser groups, such as consumers and producers, by providing a shared
infrastructure and a set of rules that govern participation (Parker, Van Alstyne, &
Choudary, 2016). Unlike traditional pipeline businesses that create and deliver value through
a linear value chain, platforms enable participants to co-create, exchange, and amplify
value through their interactions. A defining characteristic of platforms is that value is
generated and amplified through network effects, which constitute the primary source of
sustainable competitive advantage in platform markets.

Network effects are generally classified into direct and indirect effects (Katz & Shapiro,
1985). Direct network effects arise when the utility a user derives from a service increases
as more users join the same side of the market. Messaging applications provide a
representative example, as each additional user increases the number of potential
communication partners for others, thereby enhancing individual utility. Indirect network
effects, which Rochet and Tirole (2003) describe as cross-network externalities, occur when
an increase in users on one side of the market enhances the value for participants on the
other side. Such effects are central to two-sided platforms, where complementary user
groups—such as developers and end users—jointly contribute to value creation.

A critical strategic challenge for platform providers is overcoming the
“chicken-and-egg problem,” which refers to the difficulty of attracting users on both sides
of the market in the early stages. Achieving critical mass requires deliberate ignition
strategies, such as subsidizing one side of the market or offering free services, as discussed
by Evans and Schmalensee (2016). Once critical mass is reached, positive feedback loops
develop, accelerating growth and often leading to winner-take-all dynamics.

KakaoTalk provides a compelling empirical example of platform strategy in action. In
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its early stage, KakaoTalk generated strong direct network effects by offering free
messaging, rapidly expanding its user base. In 2012, the company launched its game
platform, which connected game developers with users and effectively formed a two-sided
market.

The exceptional success of Anipang illustrates the amplification of indirect network effects:
as more users engaged with the game, additional developers joined the platform, increasing
the supply of content and further stimulating user participation (Eisenmann et al., 2006;
Rochet & Tirole, 2003).

Building on this momentum, KakaoTalk subsequently expanded into payments, shopping
and content services, evolving into a multi-layered super-app that generated synergistic and
overlapping network effects (Jang & Oh, 2013).

2.5. An Integrated Perspective on Competitive Strategy

While the SER-M model and the theory of disruptive innovation provide important
insights into how firms respond to technological shifts, these frameworks alone are
insufficient to fully explain the sequencing of strategic actions and the dynamic deployment
of resources over time. To address these limitations, this study incorporates three major
strands of competitive strategy research—Porter's competitive strategy, Barney's
Resource-Based View (RBV), and Teece et al.’s dynamic capabilities—and positions them
within an integrated analytical perspective.

Porter’s (1980, 1985) competitive strategy theory emphasizes industrial structure and
strategic positioning as the primary determinants of firm performance. Through the Five
Forces framework, Porter identifies the competitive forces that shape industry attractiveness
and prescribes generic strategies—cost leadership, differentiation, and focus—as means to
secure a defensible position within the industry. From this perspective, firms achieve
sustainable competitive advantage by occupying favorable positions and establishing entry
barriers against rivals.

Barney’'s (1991) Resource-Based View shifts attention from external industry structure
to internal firm heterogeneity. According to the RBV, sustainable competitive advantage
originates from resources that satisfy the VRIO criteria: they must be wvaluable, rare,
difficult to imitate, and organizationally embedded. This framework explains performance
differences among firms operating in the same industry by emphasizing resource immobility
and causal ambiguity. Intangible assets such as organizational culture, tacit knowledge, and
complex social relationships are particularly difficult to replicate and therefore serve as
durable foundations for competitive advantage.

Teece et al.’s (1997) dynamic capabilities perspective extends the RBV by explaining
how firms renew and reconfigure their resource base in environments characterized by
rapid technological change. Teece (2010) further argued that the design of business models
is itself a dynamic capability, linking strategic adaptation to the architecture of wvalue
creation and capture. Dynamic capabilities consist of three interrelated processes: sensing

-6 -



opportunities and threats, seizing opportunities through strategic commitments, and
reconfiguring resources to maintain alignment with environmental change. This view
highlights the importance of adaptability, emphasizing that competitive advantage depends
not only on the possession of superior resources but also on the firm’s ability to
continually transform them.

Together, these theories enrich the SER-M framework by illuminating different aspects
of strategic action. Porter clarifies how environmental forces shape strategic positioning,
Barney explains how resource characteristics condition the potential for competitive
advantage, and Teece elucidates how firms dynamically reconfigure their resources in
response to environmental shifts. By integrating these perspectives, this study provides a
comprehensive theoretical foundation for analyzing the contrasting strategic trajectories of
KakaoTalk and NateOn. The combination of SER-M with these established strategy theories
enables a multidimensional understanding of how firms deploy mechanisms to align subject,

environment, and resources in periods of technological transition.
2.6. An Integrated Framework Linking SER-M and Competitive Strategy Theories

The strategic theories reviewed above align closely with the four components of the
SER-M framework, revealing how different schools of thought emphasize complementary
aspects of strategic action. SER-M conceptualizes strategy as the interaction of the subject,
the environment, the resource base, and the mechanisms through which these elements are
combined and activated. When viewed through this lens, the insights of Porter, Barney, and
Teece can be systematically integrated into a coherent analytical structure.

The subject component corresponds to the strategic decision-making role of managers
and organizational actors. In Porter’s (1980, 1985) framework, the subject is responsible for
analyzing industry structure and selecting an appropriate positioning strategy. In Barney's
(1991) Resource-Based View, the subject is the agent that identifies VRIO resources and
organizes them to create value. In Teece et al.’s (1997) dynamic capabilities perspective, the
subject performs sensing, seizing, and reconfiguring activities to align the firm with a
shifting environment.

The environment encompasses the external conditions that shape strategic choices.
Porter’'s Five Forces model conceptualizes the environment as a set of structural factors
that determine industry attractiveness. Barney (1991) emphasizes strategic fit, noting that the
value of resources depends on the environmental context. Teece et al. (1997) frame
environmental change as the trigger for sensing opportunities and threats, highlighting the
need for ongoing adaptation. Across these theories, the environment functions as both a
point of departure and a constraint for strategic decision-making.

The resource component captures the tangible and intangible assets that form the
foundation of competitive advantage. Porter views resources as the basis for executing cost
leadership or differentiation strategies. RBV extends this by specifying the VRIO criteria—
value, rarity, inimitability, and organizational embeddedness—as the conditions under which
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resources become sources of sustained advantage. Teece et al. (1997) emphasize the role of
resources in seizing opportunities and maintaining competitiveness in dynamic markets.
These views collectively underscore that resources must not only be possessed but also
strategically organized and adapted.

The mechanism component represents the means through which subjects configure
resources in response to environmental conditions. In Porter's framework, mechanisms
include barrier-building, positioning, and activity systems that reinforce strategic fit. In RBV,
mechanisms consist of the processes by which heterogeneous resources are combined and
transformed into value. In the dynamic capabilities framework, mechanisms are the routines
and processes that enable reconfiguration in the face of technological or market shifts.
Consistent with Cho's Mechanism-Based View (2006), mechanisms serve as the central
integrator that links intent, context, and resource deployment to produce performance
outcomes.

To clarify how these conceptual relationships map onto one another, Table 1
summarizes the correspondence between the four SER-M components and the focal
concepts emphasized by Porter, Barney, and Teece. This integrative mapping serves as the
theoretical foundation for the Weight-Sequence Model (WSM) analysis presented in Section
4, allowing the study to evaluate not only the qualitative content of strategic mechanisms
but also their relative importance and temporal sequencing.

<Table 1> Linkages between SER-M components and major strategy theories

SER-M Porter Barney Teece
Component (Competitive Strategy) (Resource-Based View) (Dynamic Capabilities)
. Strategic . Manager} al Sensing,
Subject . Resource organizer seizing,
decision-maker e
reconfiguring

Industry structure Sensing environmental

Environment . Strategic fit
(Five Forces) & change
Resource Competitive assets VRIO resources Seizing opportunities
Positioning and . .
. . g . Resource combination Reconfiguring
Mechanism barrier-building . .
. mechanisms mechanisms
mechanisms

Following this mapping, the integrated framework demonstrates how the strategic
elements emphasized by existing theories operate in a complementary manner within the
SER-M structure. Porter’s perspective highlights the importance of environmental analysis
and competitive positioning, Barney's framework underscores the characteristics and
organization of resources, and Teece's approach emphasizes dynamic adaptation to
environmental change. Building on this integrative perspective, the present study examines
the strategic differences between KakaoTalk and NateOn. By comparing how the two firms,
despite facing similar environmental conditions, deployed their resources through distinct
mechanisms and achieved contrasting outcomes, the study seeks to identify the decisive
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influence of mechanisms on competitive performance.
2.7. Summary of Prior Research and the Distinctiveness of This Study

This section reviews prior research on messenger-platform competition, platform
transitions, SER-M applications, and the Weight-Sequence Model (WSM) to identify the
theoretical gaps that motivate the present study. Although existing research has provided
valuable insights into the evolution of Korea's mobile messenger market, most studies have
examined KakaoTalk's success and NateOn’s decline in isolation, rather than treating them
as contrasting cases that reveal mechanism-level differences under similar environmental
conditions.

2.7.1. Research on Competition in the Korean Messenger Platform Market

Studies on competition within the domestic mobile messenger market can be grouped
into three broad perspectives. The first perspective concerns user adoption and diffusion.
Kang (2015) analyzed KakaoTalk's success from a user experience (UX) standpoint, using
heuristic evaluations and user surveys to show that intuitive interface design and
user-centered features enhanced wusability. The study emphasized the simplicity of
chat-window design and the constant visibility of the input box, but it did not examine how
UX interacted with business models or network effects. Oh (2013) examined Kakao's platform
strategy in the context of the Korean messenger market, emphasizing how platform
openness and user-oriented service design contributed to rapid user adoption. Their study
highlighted that simplicity and immediacy in platform use were critical factors differentiating
KakaoTalk from competing messenger services. They identified address-book-based
auto-synchronization as a key factor lowering onboarding friction. However, the study did
not analyze strategic decision-making or organizational capabilities.

The second perspective focuses on platform strategy and business models. Yoo (2013)
examined KakaoTalk's mobile platform expansion through the lens of Eisenmann et al.'s
(2006) two-sided market theory, showing how cross-network externalities between users and
content providers fueled platform growth. Similarly, Kim and Kim (2013) analyzed the
formation of KakaoTalk's two-sided market structure, highlighting how free messaging
served as the catalyst for attracting both users and third-party service providers. The study
emphasized that address-book-based network formation and free messaging were essential
for achieving critical mass, after which the launch of the 2012 game platform amplified
indirect network effects. However, because the analysis covered only up to 2013, it did not
address later expansions into payments, commerce, and mobility.

Han and Cho (2015) conducted a longitudinal analysis of KakaoTalk's platform business
model evolution. They showed that the explosive popularity of Anipang marked the tipping
point at which KakaoTalk transitioned from a messaging tool to a multifunctional platform,
following a Preparation-Spread-Evolution (PSE) curve. Their work demonstrated how
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KakaoTalk sequentially expanded from messaging to gaming, commerce, and finance. Yet
the study did not offer a direct comparison with NateOn, and therefore could not explain
why KakaoTalk succeeded while NateOn declined.

A third perspective concerns failure cases within the Korean social networking and
messenger market. Hyung (2020) examined the decline of services such as NateOn, Cyworld,
and MyPeople, emphasizing failures in mobile transition, business model formation, and
organizational resistance to innovation. However, the study relied primarily on descriptive
accounts of failure factors and did not apply a structured theoretical framework. Moreover,
it did not compare successful and unsuccessful firms within the same environmental
context.

2.7.2. Research on Platform Transitions and Technological Paradigm Shifts

Research on platform transitions has focused largely on global cases. Gawer and
Cusumano (2014) analyzed the evolution of platform leadership and showed how shifts in
technological architecture led to shifts in platform dominance—from IBM in the mainframe
era to Microsoft in the PC era and later to Apple and Google in the mobile era. Their work
demonstrates that incumbents’ existing assets and capabilities can become constraints
during technological transitions.

Henfridsson, Nandhakumar, Scarbrough, and Panourgias (2018) examined the
restructuring of mobile platform ecosystems, showing how Nokia's Symbian platform lost
competitiveness to i0OS and Android. Their study argued that strong ties with existing
ecosystem partners can hinder the formation of new developer communities, revealing the
ambivalent nature of network effects. However, the analysis is centered on hardware-
software ecosystems rather than pure software platforms such as mobile messengers.

Yoo, Henfridsson, and Lyytinen (2010) argued that digital convergence reshapes the
nature of innovation, shifting the locus of innovation from products to platforms, from
closed to open systems, and from firm-centered to ecosystem-centered structures. Although
this perspective is useful for understanding KakaoTalk's ecosystem expansion, it does not
address the specific mechanisms through which strategic actions are executed.

In Korea, studies on technological transition exist, but systematic analysis of the shift
from PC-based to mobile messenger platforms remains limited. Thus, the domestic context
lacks a theoretical explanation of how firms navigated the mobile transition and why their
strategic responses diverged.

2.7.3. Applications of the SER-M Model

The SER-M framework proposed by Cho (2014) has been applied to various fields,
including global manufacturing strategy and service industry competitiveness. Consistent
with this mechanism-oriented perspective, Moon (2015) examined Samsung's global
smartphone strategy and showed how the company narrowed the gap with Apple by
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leveraging manufacturing and supply-chain capabilities to enable rapid product release
cycles. Building on this line of research, Choi (2018) analyzed Hyundai Motor Company’s
internationalization strategy and highlighted how the firm’s performance in China depended
on adapting product development and operational practices to local market conditions,
underscoring the importance of alignment between strategic mechanisms and the host
environment.

However, existing SER-M research has been concentrated mainly in manufacturing and
traditional service industries. Applications of SER-M to digital platform businesses remain
scarce, particularly in contexts where network effects, multi-homing costs, and critical-mass
dynamics shape competitive outcomes. Moreover, most SER-M studies analyze only
successful firms, whereas comparative analysis of success and failure within the same
market environment is rare. Research examining contrasting cases—where a resource-rich
incumbent fails and a resource-constrained entrant succeeds—has been especially limited.

2.7.4. Research on the Weight-Sequence Model (WSM)

The Weight-Sequence Model, introduced by Cho and Moon (2022), is a relatively recent
analytical method designed to quantify both the relative importance (weight) and the
temporal sequence of strategic actions. Although WSM has been applied in studies of global
expansion and technological innovation, empirical applications within platform business
contexts remain limited.

Traditional qualitative case studies offer deep contextual insights but lack the ability to
systematically quantify the prioritization of strategic choices. WSM addresses this limitation
by assigning weights to evaluation criteria and computing the relative importance of
strategic stages. However, prior research has not integrated WSM with SER-M, nor has it
applied the combined framework to digital platform competition. Thus, the integrated
SER-MXWSM approach developed in this study represents a methodological innovation.

2.7.5. Research Gaps and Distinctiveness of This Study

The review of prior research reveals four critical gaps. First, few studies have
conducted a systematic comparative analysis of KakaoTalk and NateOn. Existing research
tends to analyze one firm at a time, missing the opportunity to explain why opposite
outcomes arose under similar environmental conditions. Second, research has not
adequately examined the “resource advantage paradox,” whereby NateOn failed despite
possessing 27 million users and substantial financial and organizational resources. Third,
applications of the SER-M model to digital platform competition are limited, especially in
explaining how mechanisms operate under network-effect-driven market structures. Fourth,
methodological integration of qualitative and quantitative approaches has been lacking,
leaving unanswered the question of how to evaluate the relative importance and sequencing

of strategic choices.
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This study addresses these gaps in three ways. First, it integrates the SER-M
framework with Christensen’s theory of disruptive innovation to analyze strategic responses
to technological transitions. By incorporating the Mechanism-Based View (Cho, 2006), the
study conceptualizes mechanisms as the strategic integrator that links subject, environment,
and resources, and explains why firms with similar resource conditions may achieve
different outcomes. Second, it applies the Weight-Sequence Model to quantify the relative
importance of KakaoTalk's strategic stages, thereby adding analytical rigor and specificity to
qualitative mechanism analysis. Combining SER-M with WSM enables a multidimensional
assessment of what strategic actions were taken, in what sequence, and with what relative
importance. Third, the study conducts a comparative analysis of KakaoTalk and NateOn
using Yin's (2018) case-comparison methodology. By examining how two firms facing the
same environmental shift applied different mechanisms and generated contrasting results,
the study empirically illustrates that mechanism suitability is a decisive factor in competitive

performance.

III. Research Design and Methodology

3.1. Shared Environmental Shift: The Transition from PC to Mobile

Both KakaoTalk and NateOn experienced the same macro-level technological transition
from PC-based to mobile-based communication environments. This shared external shift
provides a natural experimental setting for comparing how two firms, operating under
identical environmental changes, produced contrasting competitive outcomes. Prior to 2010,
the Korean messenger market was structured around PC-installed instant messaging
programs integrated with portal ecosystems. However, the rapid diffusion of smartphones
and mobile broadband created new communication behaviors centered on portability,
ubiquitous access, and interface simplicity.

The mobile transition is therefore an essential analytical baseline in this study. It
enables a controlled comparison that isolates mechanism-level differences, rather than
environmental or resource-based disparities, as the primary drivers of performance

divergence between KakaoTalk and NateOn.

3.2 Research Design: Comparative Case Study

This study employs a comparative case study design following Yin's (2018)
methodological principles and the practical guidance provided by Baxter and Jack (2008) for
novice case study researchers. A single-case analysis alone would not sufficiently explain

why two firms with differing resource levels and market positions responded differently to
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the same environmental change. The comparative approach enables systematic identification
of the mechanisms through which a latecomer (KakaoTalk) outperformed an incumbent
(NateOn).

The research design incorporates three key elements. First, SER-M provides the
conceptual structure for analyzing the three foundational components of strategic action—
subject, environment, and resources—and the mechanisms that connect them. Second,
disruptive innovation theory is incorporated to explain how KakaoTalk leveraged a low-end
disruption strategy during the form-factor transition. Third, the study uses the Weight-
Sequence Model (WSM) to systematically evaluate the relative importance and temporal
sequence of KakaoTalk's strategic actions, supplementing qualitative interpretation with
structured judgment.

This multi-framework design enhances theoretical rigor by integrating qualitative and
interpretive quantitative perspectives, thereby enabling a more comprehensive explanation of
the contrasting trajectories of KakaoTalk and NateOn.

3.3. Data Sources and Collection (Triangulation)

To enhance the reliability of the findings, this study employs triangulation in its data
collection process. Multiple categories of secondary data were systematically gathered and
cross-validated. Sources include corporate disclosures, investor relations (IR) materials,
industry reports, regulatory publications such as the Korea Internet & Security Agency
(2010) survey on smartphone usage, academic research, and major news media. These
materials provide information on strategic decisions, service launches, user metrics,
organizational actions, and industry dynamics during the critical period from 2010 to 2014.

Major Korean daily newspapers and IT-specialized media outlets were consulted to
track contemporaneous accounts of platform competition and user behavior trends.
Academic studies and government publications supplied contextual insights on mobile
adoption rates, network effects, and platform economics. Corporate announcements and
archived service logs were used to reconstruct each firm’s strategic timeline.

By synthesizing these sources, the study mitigates the limitations associated with relying
on any single category of secondary data and ensures that interpretations are grounded in
corroborated evidence.

3.4. Coding and Analytical Procedure

The analysis followed a structured coding procedure grounded in the SER-M
framework. First, all collected materials—including corporate disclosures, media reports,
academic studies, and strategic timelines—were systematically reviewed to identify key
events, decisions, and behavioral patterns for both KakaoTalk and NateOn. Each event was
then categorized according to its relevance to the four SER-M components: subject,
environment, resource, and mechanism. This provided a consistent interpretive lens for

comparing the two cases.
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After this initial categorization, the study applied a second-level coding process to
identify how mechanisms were constructed, activated, or constrained across the two firms.
This step focused on capturing the interaction among SER-M elements, rather than treating
each component independently. Mechanisms were coded based on their strategic intent,
operational characteristics, and observable market effects.

Finally, the coded data were synthesized into chronological narratives for each
platform. These narratives allowed for the identification of sequential patterns in strategic
actions and provided the empirical basis for integrating SER-M analysis with the Weight-
Sequence Model (WSM). Throughout the process, coding decisions were iteratively reviewed
to maintain consistency and analytical rigor.

3.5. Combined Analytical Logic of SER-M and WSM

The integration of SER-M and the Weight-Sequence Model (WSM) provides a
multidimensional perspective for analyzing strategic action during technological transitions.
SER-M enables the identification and interpretation of mechanisms through which firms
mobilize resources in response to environmental conditions. WSM complements this by
providing a structured assessment of the relative importance and temporal sequence of
these mechanisms within a broader strategic trajectory.

In this study, SER-M was first used to categorize and interpret KakaoTalk's and
NateOn's strategic choices during the core transition period from 2010 to 2014. Mechanisms
were then evaluated using WSM across three criteria—growth potential, profitability, and
ease of implementation—whose weights were derived from a systematic review of prior
literature. The scoring procedure transformed qualitative assessments into structured expert
judgments, allowing for a comparative evaluation of strategic stages.

The combined model thus provides a richer explanation than either framework alone.
SER-M clarifies what mechanisms were used and why they mattered, while WSM explains
when they were executed and with what intensity they contributed to overall strategic
outcomes. This integrated approach allows the study to trace the interpretive pathways
through which KakaoTalk accumulated advantage and NateOn lost competitiveness.

3.6. Ensuring Validity and Reliability

To ensure construct validity, the study employed data triangulation by drawing on
multiple types of secondary sources, including corporate reports, government publications,
industry analyses, and contemporaneous media coverage. This cross-verification minimized
the risk of interpretive bias stemming from any single data source. Pattern matching was
used throughout the analysis to link empirical observations with theoretical constructs from
SER-M, disruptive innovation theory, and platform strategy research.

Internal validity was enhanced through temporal sequencing. By reconstructing
strategic actions chronologically, the study assessed whether hypothesized causal

relationships—such as mechanism formation preceding network effects—were substantiated
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by actual events. To mitigate the risk of post-hoc rationalization, the analysis focused on
strategic decisions made at the time of the event rather than interpreting them solely based
on subsequent success. Rival explanations, such as brand legacy or resource endowment,
were also considered and evaluated within the SER-M structure.

Reliability was ensured by documenting coding rules, analytic interpretations, and
decision criteria throughout the research process. Coding categories derived from SER-M
were applied consistently across cases, and the integration procedure for WSM scoring was
transparently recorded. This systematic documentation allows the study to be replicated or
extended by future researchers.

3.7. Research Ethics and Data Management

All data used in this study were obtained from publicly accessible secondary sources,
including corporate communications, regulatory filings, news articles, and published
academic work. As no human participants were involved, institutional review board (IRB)
approval was not required. The study did not collect or process any personal information,
and all analyses were conducted at the aggregate level to ensure privacy and ethical
compliance.

Data were managed in accordance with standard academic research practices. Source
materials were archived in secure digital storage, and analytic files were retained to
facilitate transparency and reproducibility. The study adhered to ethical guidelines for
citation and intellectual property, and all referenced materials are properly attributed in the

reference list.

IV. Analytical Framework

4.1. Core Analytical Dimensions

This study analyzes the strategic divergence between KakaoTalk and NateOn across
three analytical dimensions derived from the mechanism-centered interpretation of the
SER-M model. These dimensions capture how each firm operationalized mechanisms in
response to the same technological transition and reveal the underlying logic behind their
contrasting performance trajectories.

In this study, the SER-M framework is employed as an explanatory and interpretive
lens—not as a tool for causal verification. Rather than claiming that specific mechanisms
necessarily produce particular outcomes, the framework is used to retrospectively organize
how subject, environment, resource, and mechanism interacted to shape strategic
trajectories. This positioning is consistent with Yin's (2018) characterization of theoretical
frameworks in case research as instruments for analytic generalization rather than

statistical inference.
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The first dimension is the degree of mobile suitability embedded in each firm’'s
strategic mechanisms. Mobile environments differ fundamentally from PC environments in
terms of interface constraints, interaction patterns, immediacy, and portability. Mechanisms
that perform effectively in PC-centric contexts may therefore be maladapted to mobile use.
This study examines whether and how each platform incorporated mobile-native design
principles—such as simplified onboarding, touch-based interaction, and real-time
communication—into its core mechanisms.

The second dimension concerns the mechanisms through which each firm generated,
amplified, or failed to generate network effects. Because messenger platforms are highly
sensitive to direct and indirect network effects, differences in onboarding design, retention
structures, and ecosystem expansion can produce disproportionate advantages or losses.
This study focuses on how each firm approached initial user acquisition, the formation of
critical mass, and the reinforcement of network effects through complementary services.

The third dimension is the timing and sequencing of platform expansion. Messenger
platforms often evolve into multi-sided ecosystems that integrate games, payments,
commerce, and mobility services. However, premature diversification can dilute strategic
focus, whereas slow expansion can cede opportunities to competitors. By comparing the
expansion trajectories of KakaoTalk and NateOn, the study evaluates how the prioritization
and sequencing of strategic actions influenced long-term competitive outcomes.

Together, these three dimensions enable a structured analysis of the mechanisms
shaping KakaoTalk’s rise and NateOn’s decline, providing the conceptual basis for the WSM

evaluation.
4.2. WSM (Weight-Sequence Model) Analytical Design

The Weight-Sequence Model (WSM), introduced by Cho and Moon (2022), is employed
to systematically assess the relative importance and temporal ordering of KakaoTalk's
strategic actions during the transition period from 2010 to 2014. WSM complements the
SER-M framework by offering a structured method for evaluating the weight assigned to
each strategic stage and the sequence in which those stages were executed. This section
outlines the evaluation criteria, the derivation of normative weights based on platform
theory, and the guidelines used for interpretive scoring.

It should be noted that the WSM in this study functions as an interpretive and
explanatory tool, not as a method for causal verification or predictive generalization. The
numerical outputs of the WSM do not constitute independent empirical evidence; rather,
they serve to structure and visualize the qualitative findings by assigning relative priorities
to strategic stages. The weights and scores presented are the product of interpretive
judgment grounded in prior literature, not of statistical estimation. Accordingly, the WSM
results should be understood as a supplementary analytical device that organizes the case
narrative into a comparative framework, rather than as a standalone quantitative proof of

strategic causation.
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4.2.1. Establishing Evaluation Criteria

Three evaluation criteria were defined to assess the strategic significance of each stage
in KakaoTalk's development: growth potential, profitability, and ease of implementation.
First, growth potential refers to the extent to which a strategic action expands the user
base and increases market traction. In platform businesses, growth potential is essential for
generating network effects and reaching critical mass (Parker et al., 2016). Second,
profitability captures the contribution of a strategic action to revenue generation and the
potential to establish sustainable monetization pathways. Third, ease of implementation
reflects the organizational and technical feasibility of executing a strategic initiative, based
on the premise that lower implementation barriers are associated with higher strategic
viability during early-stage competition.

4.2.2. Deriving Evaluation Weights from Prior Literature

To assign relative weights to the three evaluation criteria, this study conducted a
structured review of seminal works in platform strategy and innovation, including
Christensen (1997), Teece et al. (1997), Parker et al. (2016), and KISDI (2014). Each source
was examined for the extent to which it emphasized growth, profitability, and implementation
feasibility. A coding scheme was used whereby explicit and repeated emphasis on a criterion
was assigned a score of 1, and partial or indirect emphasis was assigned 0.5. Across these
sources, growth potential received the highest cumulative emphasis, followed by profitability
and ease of implementation. The final evaluation weights were normalized to 0.40 for growth
potential, 0.35 for profitability, and 0.25 for ease of implementation. These weights replace
purely subjective judgment with a literature-grounded rationale, enhancing the transparency
of the evaluation process.

4.2.3. Rationale for Stage Weights (Normative Parameters)

A critical feature of the WSM is the assignment of stage weights, which represent the
strategic priority of each phase within the overall platform growth trajectory. Unlike
evaluation weights, stage weights in this study are established as normative parameters
derived from the theoretical axioms of platform economics.

Consistent with platform theory, which emphasizes that early-stage user acquisition and
ecosystem formation determine long-term dominance (Katz & Shapiro, 1985 Parker et al.,
2016), this study assigns higher weights to the initial stages. Specifically, Stage 1 (User
Acquisition) and Stage 2 (Platform Expansion) are assigned weights of 0.40 and 0.35,
respectively. This reflects the "time value" of network effects: actions taken early to secure
critical mass have a disproportionately large impact on the final competitive outcome due to
path dependence. Conversely, Stage 3 (Lifestyle Integration) and Stage 4 (Al and Global
Partnerships) are assigned lower weights of 0.15 and 0.10, as they represent incremental
evolution atop the established network. These weights are not arbitrary empirical estimates
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but theoretical constants that reflect the structural logic of winner-takes-all markets.
4.2.4. Evaluation Guidelines and Scoring Procedure

To ensure consistency in how qualitative case evidence was translated into scores, this
study applied Evaluation Guidelines (rather than a strict psychometric rubric) derived from
Parker et al. (2016). The guidelines for assigning scores on a 1-to-5 scale are defined as
follows: A score of 5 (Very High) indicates a transformative contribution to the criterion,
such as triggering explosive user growth or establishing a primary revenue model. A score
of 4 (High) indicates a major contribution aligned with core strategic goals. A score of 3
(Moderate) reflects steady progress or maintenance of existing trends. A score of 2 (Low)
indicates minor impact or peripheral relevance, while a score of 1 (Very Low) implies
negligible impact or significant barriers.

These scores function as ordinal indicators reflecting the relative intensity of each
criterion at each stage. For instance, Stage 1 received a '5' in Growth Potential because it
marked the period of exponential user acquisition driven by free messaging. The weighted
scores were calculated by multiplying these criterion scores by the evaluation weights, and
then aggregated to derive the final WSM values. This procedure visualizes the strategic
concentration of KakaoTalk's resources without claiming false statistical precision.

4.3. Key Research Propositions and Analytical Orientation

Drawing on the theoretical foundations reviewed above, this study develops four
research propositions that guide the subsequent analysis. These propositions synthesize
insights from SER-M, disruptive innovation, and platform strategy research to explain the
divergent outcomes of KakaoTalk and NateOn.

Proposition 1 posits that mobile-native design enables faster user adoption than
PC-centric design during a form-factor transition (analyzed in Sections 5.4 and 6.4).
Proposition 2 suggests that address-book-based network formation reduces onboarding
friction more effectively than ID-based systems (analyzed in Sections 5.2 and 6.2).
Proposition 3 argues that sequential platform expansion generates more sustainable growth
than simultaneous multi-feature expansion (analyzed in Sections 5.5 and 6.4). Finally,
Proposition 4 states that timely recognition of environmental shifts is more critical than
early market entry during technological transitions (analyzed in Sections 5.1 and 6.1). By
structuring the investigation around these mechanism-centered propositions, the study
advances a theoretically grounded explanation of why one firm succeeded while another
failed in the same technological transition.

V. Case Analysis I: KakaoTalk
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5.1. Subject: Agile Decision-Making and Mobile-First Vision

KakaoTalk's strategic direction was driven by the clear vision of its founder, Kim
Beom-su, who anticipated the paradigm shift from the web to mobile. Unlike NateOn, which
viewed mobile as an extension of the PC web, Kakao defined mobile as a fundamentally
distinct ecosystem requiring a new grammar of interaction. This "mobile-first" philosophy
was operationalized through an agile organizational structure. The "4-100 rule" (teams of
four working on projects for 100 days) exemplified a mechanism designed for speed and
rapid iteration. This subject-level agility allowed Kakao to launch a prototype in March 2010,
just months after the iPhone’s debut in Korea, securing a critical first-mover advantage in
the App Store era.

5.2. Environment: Capitalizing on the Mobile Transition and Chasm

The environmental context of 2010 was characterized by the rapid diffusion of
smartphones and the high cost of SMS/MMS services. While incumbents viewed the
transition as a threat to their walled gardens, KakaoTalk interpreted it as an opportunity for
low-end disruption. The "Chasm" in the early mobile market—the gap between tech-savvy
early adopters and the mass market—was bridged by addressing a universal pain point:
communication cost. By offering free, real-time messaging, KakaoTalk lowered the barrier to
entry, effectively converting price-sensitive SMS wusers into platform participants. This
environmental fit was not accidental but the result of a deliberate sensing mechanism that
identified the "free" value proposition as the key to unlocking the mass market.

5.3. Resource: Leveraging Social Capital and Data

Initially, KakaoTalk lacked the financial resources and massive user base of NateOn.
However, it strategically leveraged "social capital' stored in users address books. Unlike
NateOn, which required a reciprocal "friend request-acceptance" process suited for PC
privacy, KakaoTalk utilized an auto-synchronization mechanism that instantly connected
users based on their existing phone contacts. This turned a user’s offline social graph into
an online network resource without friction. Over time, the accumulated chat data and
social graph became a proprietary resource that fueled subsequent expansions into gaming
and commerce, creating a high switching cost for users.

5.4. Mechanism: The "Fast and Light" Strategy

KakaoTalk's core mechanism can be summarized as "Fast and Light." In the early
stages, the app stripped away complex features (e.g., video calls, avatars) to focus solely on
the speed and reliability of text messaging. This ‘"subtractive design" ensured stable

performance even on unstable 3G networks, a critical factor for user retention. The "1"

- 19 -



unread indicator was a simple yet powerful mechanism that provided immediate feedback on
communication status, reinforcing the perception of real-time connection. These
micro-mechanisms collectively reduced the cognitive load on users and accelerated the viral
loop of adoption.

5.5. Virtuous Cycle of Platform Expansion

Once critical mass was achieved, KakaoTalk activated a 'virtuous cycle" of platform
expansion. The launch of "Anipang" in 2012 demonstrated how the social graph could be
monetized. By integrating social competition (e.g., sending "hearts" to friends) with casual
gaming, KakaoTalk transformed communication traffic into entertainment revenue. This
success attracted third-party developers, enriching the ecosystem and further locking in
users. Subsequent expansions into "Kakao Gift" and "Kakao Taxi" followed the same logic:
leveraging the established user base to disrupt adjacent markets. This sequential expansion
—from messaging to gaming, then to lifestyle services—minimized the risk of resource
dispersion and maximized the leverage of network effects. Table 2 summarizes the
chronological development of KakaoTalk's platform mechanisms from 2010 to 2023,
highlighting the SER-M components most active in each stage.

<Table 2> KakaoTalk's Service Expansion Timeline and Corresponding SER-M Elements

Core Services Dominant
Year Introduced Primary Effects SER-M
Elements
2010 . Baglg messagmg.; U.SQI.‘ acqu131t19n: S E R
simplified onboarding friction reduction
Group chat: Enhanced UX:
2011 . . . R, M
read receipts; emoticons increased engagement
Game platform Activation of indirect
2012 (Anipang) network effects R M
2013 PC version Cross-device lock-in R, M
2014 KakaoPay Monetization: E R M
ecosystem expansion
2016 Gifting and shoppin Advancement toward R M
e PPINg lifestyle platform ’
2000-2003 Pubhc.—semce 1r'1‘.[e'gratlon: Somgtal embeddedpess: E R M
lifestyle utilities policy collaboration

Note: Each stage reflects the dominant SER-M elements driving KakaoTalk’s strategic evolution. Although all
elements operate cumulatively, the table highlights the mechanisms most central to each time period.

5.6. Interpretation of the WSM Results

The results presented in Table 3 systematically evaluate the strategic patterns identified
in the previous sections. KakaoTalk's Weight-Sequence Model (WSM) scores reveal a clear
prioritization across stages, suggesting that its platform evolution followed a deliberate and
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sequential logic.

Stage 1 (User Acquisition) demonstrates how the agile subject (S) sensed the mobile
transition (E) earlier than incumbents and recombined scarce resources (R) into mechanisms
(M) such as frictionless onboarding and free messaging. This stage received the highest
weighted score, reflecting its foundational role. Stage 2 (Platform Expansion) illustrates how
the accumulated user base and behavioral data (R) facilitated the emergence of new
mechanisms—games, gifting, and advertising channels—that strengthened monetization
potential and indirect network effects.

In Stages 3 and 4, mechanisms (M) became the dominant drivers of strategic evolution.
Stage 4, in particular, highlights KakaoTalk's recent shift toward Al-enabled global
partnerships. Although this stage carries a lower normative weight (0.10) due to its nascent
status during the core analysis period, it represents a critical evolutionary step where
accumulated data is reconfigured for the generative Al era. The weighted scores across
stages—2.00 (40%), 1.40 (35%), 0.45 (15%), and 0.20 (10%)—capture this time-sequential
evolution and reinforce platform strategy research indicating that early user acquisition and
ecosystem development exert disproportionate influence on long-term competitive advantage
(Parker et al., 2016).

<Table 3> Weight-Sequence Model (WSM) Evaluation and SER-M Element Mapping Across KakaoTalk's

Strategic Stages

. Strategic e Score Stage Weighted SER-M
Stage Period Focus Key Activities (1-5) Weight Score Elements
Free messaging;
Stage 2010-2011 User simplified onboarding 5 0.40 2.00 S'ER
1 Acquisition .
via address-book sync
Stage  9011-2012 Platform Games, gifting, 4 0.35 1.40 R-M
2 Expansion advertising channels
Stage 2012-2020 L1festy.le Kake%oPay: moplllty: 3 0.15 0.45 ERM
3 Integration delivery services
Stage B Al & Global OpenAl collaboration; -
4 2021-present Partnerships Kakao iAl integration 2 0.10 0.20 SRM

Note: Scores represent the aggregated evaluation results based on Evaluation Guidelines derived from Parker et
al. (2016). Stage weights serve as normative parameters reflecting the relative importance of each strategic stage
within the platform lifecycle.

5.7. Interpretation of Strategic Weight and Sequence

Integrating the WSM results with the case analysis reveals that KakaoTalk's platform
strategy was structurally designed to concentrate resources on the early phases. As shown
in Figure 1, the stage weights assigned to Stage 1 (0.40) and Stage 2 (0.35) together account

- 21 -



for 75 percent of the total strategic weight. This clearly indicates that the initial two stages
constituted the core strategic backbone of KakaoTalk's platform strategy.

Stage 1 was intensively executed between 2010 and 2011, leveraging subject agility and
environmental sensing to eliminate entry friction. The user base established in this stage
became the critical resource for Stage 2 (2011-2012), where platform extension mechanisms
like Anipang were introduced. The success of Stage 2 was contingent upon the trust and
network mass secured in Stage 1. Although Stages 3 and 4 show lower weighted scores,
they function as complementary strategies that add incremental value—lifestyle integration
and Al intelligence—atop the established network foundation.

Overall, the strategic sequence—user acquisition, platform expansion, lifestyle
integration, and Al-enabled partnerships—constitutes a temporal realization of the dynamic
combinations embedded in the SER-M framework. Each stage internalized the resources of
the preceding stage to generate new mechanisms, aligning with Teece et al.’s (1997) dynamic
capabilities framework.

[Figure 1] KakaoTalk’s Strategic Weight-Sequence Model (WSM):

Summary of Stage Weights and Dominant SER-M Elements.

- Platform Lifestyle Al & Global
User Acquisition . :
Expansion Integration Partnerships
40% 5 o
o) (35%) (15%) (10%)
(SER)

R-M) (ERM) (SRM)

Note: The figure visualizes the WSM evaluation results across four strategic stages. The arrows represent
the sequential progression of strategic emphasis over time, highlighting how different combinations of
Subject (S), Environment (E), Resource (R), and Mechanism (M) became central at each phase.

VI. Case Analysis II: NateOn

6.1. Subject: Cognitive Inertia and Defensive Strategy

NateOn, launched in January 2003, had established itself as Korea's dominant PC
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messenger by 2005 through its integration with Cyworld, pioneering of the commercial
emoticon market, advanced file transfer capabilities, and enterprise communication
solutions. These strengths enabled NateOn to accumulate approximately 27 million users by
the late 2000s. However, the very assets that drove PC-era success became sources of
strategic rigidity during the mobile transition.

NateOn's leadership was deeply embedded in the PC-centric success logic of the "wired"
internet era. As a subsidiary of SK Communications, the organization prioritized protecting
the revenue streams of Cyworld and the Nate portal over cannibalizing them with a new
mobile service. This "Subject" mindset created a form of cognitive inertia. Unlike Kakao's
"mobile-first" vision, NateOn viewed mobile as a supplementary channel to the PC web (a
"Tethered" approach). Consequently, decision-making processes were hierarchical and
risk-averse, focusing on how to port existing PC features to mobile rather than reimagining
communication for the smartphone era.

6.2. Environment: Misreading the Mobile Shift

NateOn faced the same environmental shock—the iPhone launch—as KakaoTalk, but its
interpretation was fundamentally different. While the market was shifting toward "openness”
and "app-based ecosystems," NateOn adhered to the "walled garden" strategy typical of
telecommunication giants. The firm underestimated the speed of the mobile transition,
assuming that PC dominance would buffer the shift. Furthermore, NateOn failed to recognize
the "Chasm" in the mobile market. By obsessively focusing on the retention of its established
PC user base, NateOn neglected the critical window to capture the emerging mass market,
allowing KakaoTalk to secure the mobile mainstream that NateOn had inadvertently
abandoned . By retaining the complex login and friend-acceptance procedures of the PC
era, it failed to lower the entry barrier for new smartphone users, inadvertently widening

the gap between its existing user base and the emerging mobile mass market.
6.3. Resource: The "Resource Curse"

Ironically, NateOn's greatest asset—its 27 million users and integration with Cyworld—
became its greatest liability, a phenomenon known as the "Resource Curse." The massive
user database was tied to the PC-based "NateOn ID" system, which was cumbersome
compared to KakaoTalk's phone-number-based graph. Moreover, the monetization model
relied heavily on selling digital items (e.g., Cyworld acorns) and display ads, resources that
were difficult to translate to the small screens of early smartphones. The abundance of PC
resources created a "lock-in" effect for the firm itself, preventing it from aggressively

reallocating resources to the mobile frontier.
6.4. Mechanism: Complexity and Feature Overload
NateOn's mobile mechanism was characterized by "Complexity and Continuity." Instead
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of the "subtractive design" adopted by KakaoTalk, NateOn attempted to replicate the full PC
experience on mobile (e.g., file transfer, remote control, tabbed chat). This resulted in a
heavy, slow application that drained battery life and consumed excessive data—critical flaws

in the 3G era. The "UC (Unified Communication)" strategy, which sought to integrate wired
and wireless platforms, sounded logical in theory but failed in practice because it ignored
the distinct user behaviors of mobile contexts. This mechanism misalignment meant that

NateOn's superior features (on PC) became usability burdens (on mobile).
6.5. Vicious Cycle of Network Collapse

As KakaoTalk secured the mobile network effect, NateOn entered a "vicious cycle." The
delayed release of a mobile app (launched later than KakaoTalk) meant that NateOn missed
the initial window for mobile network formation. As users migrated to KakaoTalk for
real-time mobile chat, NateOn's activity rate dropped. The decline in active users reduced
the utility for remaining users (reverse network effects), accelerating the exodus. Attempts
to regain share by adding more features only worsened the app’s performance, further
alienating wusers. This negative feedback loop demonstrates how quickly a dominant

incumbent can collapse when its core mechanisms fail to adapt to a form-factor transition.
6.6. Structural Rigidities

Ultimately, NateOn's failure was not a failure of technology but of structural rigidity.
The "Sensing" capability was present (they knew smartphones were coming), but the "Seizing"
and "Reconfiguring" capabilities were paralyzed by the need to defend the PC legacy. This
case illustrates that in times of disruptive change, an organization’s mechanism for

resource reconfiguration is more critical than the absolute size of its resources.

VI. Comparative Analysis and Discussion

7.1. Comparative Analysis of SER-M Elements

This section compares the strategic choices and execution processes of KakaoTalk and
NateOn identified in the previous chapters. By systematically contrasting the two platforms
through the SER-M framework, the study reveals how the four elements—Subject,
Environment, Resource, and Mechanism—functioned as structural lenses explaining their

performance divergence. Table 4 summarizes this comparative analysis.
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<Table 4> Comparative SER-M Analysis of KakaoTalk and NateOn

SER—-M KakaoTalk NateOn Strategic
Element (Challenger) (Incumbent) Implications
. L . . Organizational structure
. Agile startup organization; Bureaucratic large—corporation .
Subject (S) . o . o determines the speed of
mobile—centric vision structure; PC—centric mindset . .
mnovation
. Interprets mobile transition Interprets mobile transition Environmental perception shapes
Environment (E) . S
as an opportunity as a threat strategic direction
Limited capital; . e
b1 Abundant capital; Resource utilization matters more
Resource (R) technology and UX—based .
. . large installed user base than resource abundance
intangible assets
Mobile—native UX; Feature porting; . . .
. . v . . P 1.g . Environmental fit of mechanisms
Mechanism (M) frictionless onboarding; high entry barriers; .
. . . determines success
staged expansion complex integrations

Note: The analysis suggests that the Mechanism (M) element played a central role. While KakaoTalk recombined
limited resources into mechanisms aligned with mobile environments, NateOn failed to translate its abundant
resources into effective execution.

As shown in Table 4, the divergence in Subject (S) and Environmental (E) interpretation
fundamentally shaped their strategic orientations. KakaoTalk's agile structure enabled rapid
"Sensing" and "Seizing" of the mobile paradigm shift, whereas NateOn's "Cognitive Inertia" led
to a defensive stance. From the Resource (R) perspective, NateOn's abundance paradoxically
became a constraint—the "Resource Curse'—as it sought to protect its PC legacy. Ultimately,
the Mechanism (M) element served as the differentiator: KakaoTalk's "Fast and Light"
approach created positive network effects, while NateOn's "Complexity and Continuity"

resulted in a vicious cycle of user churn.
7.2. Reversal of Network Effects

The strategic misalignment of NateOn and the superior mechanism fit of KakaoTalk
culminated in a dramatic reversal of market dominance. As visualized in Figure 2, NateOn's
user base entered a negative feedback loop as users migrated to the mobile-native
environment of KakaoTalk. This trajectory exemplifies the self-reinforcing nature of network
effects in platform markets. KakaoTalk reached its "critical mass" inflection point in 2012
with the launch of the game platform, after which the gap between the two platforms
became irreversible. This supports the WSM finding that early-stage concentration on user
acquisition (Stage 1) is the most critical determinant of long-term platform survival.
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[Figure 2] User Trajectories of KakaoTalk and NateOn (2010-2014)

4000
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Note: NateOn's User figures for KakaoTalk are based on corporate disclosures, whereas figures
for NateOn represent aggregated estimates derived from publicly available media reports and
industry analyses. All user counts are reported in millions.

Source: Kakao quarterly investor relations reports (2011-2014); Korea Communications
Commission (2011); Korea Information Society Development Institute (2014); and publicly available
media reports.

7.3. Discussion: The Mechanism-Based View of Platform Competition

The comparative analysis provides interpretive support for the Mechanism-Based View
(Cho, 2006). Even when firms face identical environmental shifts and possess comparable (or
even superior) resources, the outcome appears to be substantially shaped by how those
elements are integrated through mechanisms. NateOn's failure suggests that "Core
Competencies” can easily transform into "Core Rigidities" during form-factor transitions.
Conversely, KakaoTalk's rise demonstrates that a latecomer can overcome a massive
resource gap by implementing mechanisms that lower entry barriers and maximize
mobile-specific utility. This integrated SER-M and WSM approach allows for a
multidimensional understanding of not just what strategies were chosen, but how their
execution intensity and temporal sequence may have contributed to a structural

performance gap.

VIl. Conclusions and Implications
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8.1. Summary of Findings

This study analyzed the process through which KakaoTalk overtook NateOn and
emerged as the dominant player in the Korean messenger market between 2010 and 2014 by
applying the SER-M framework and disruptive innovation theory. By combining a qualitative
comparative case study with the Weight-Sequence Model (WSM), the analysis suggests that
the capability to construct mechanisms aligned with environmental change may be more
critical than the absolute scale of resources, and that this capability appears to constitute a
key factor enabling challengers to surpass incumbents.

KakaoTalk generated explosive network effects through innovative mechanisms such as
a mobile native user experience, address book based onboarding, and staged platform
expansion. The organizational agility of a startup enabled early recognition of the mobile
paradigm shift, while limited resources were strategically concentrated on building core
mechanisms through focused allocation. The WSM results show that allocating approximately
75 percent of total strategic emphasis to early user acquisition and platform expansion
created the foundation for long term success.

Despite possessing a user base of approximately 27 million and substantial financial
resources, NateOn lost its market dominance due to misinterpretation of the mobile
environment and the adoption of misaligned mechanisms. Viewing mobile as a
supplementary extension of the PC constrained strategic adaptation, while structural rigidity
inherent in a large corporate organization hindered rapid innovation. Abundant resources
became a liability rather than an advantage, as concerns over self cannibalization delayed
decisive mobile innovation. Complex registration procedures and PC oriented interface
design proved fundamentally incompatible with mobile usage, accelerating user attrition.

The contrast between the two platforms culminated in a dramatic reversal of network
effects. NateOn's user base declined sharply from 27 million in 2010 to 10 million in 2014,
whereas KakaoTalk's users surged from approximately 1 million to 45 million over the same
period, resulting in a complete market reversal. Overall, this study identifies the competitive
mechanisms underlying platform transitions through the integration of the SER-M framework
and WSM. The findings suggest that success during technological paradigm shifts depends
not on the volume of resources possessed, but on the construction of mechanisms aligned
with environmental change.

8.2. Theoretical Implications

This study offers both structural and process oriented theoretical contributions by
integrating the SER-M framework, disruptive innovation theory, the resource based view,
dynamic capabilities theory, and the Weight-Sequence Model into a single execution oriented
analytical framework. First, the analysis suggests that the Mechanism (M) element within the
SER-M framework functions as the central integrative driver that converts Subject (S),
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Environment (E), and Resource (R) into realized strategic outcomes. By comparing the cases
of KakaoTalk and NateOn, this study shows that mechanism centered configurations
constitute the decisive factor shaping strategic performance.

Second, the study operationalizes disruptive innovation theory at the level of strategic
execution. The findings demonstrate that disruptive innovation unfolds as a process oriented
pathway that begins with targeting underserved users and proceeds through the removal of
entry barriers and building network effects. These results suggest that disruptive innovation
during platform transitions should be understood as an executable mechanism based
process.

Third, by combining the WSM with the SER-M framework, the study introduces a
methodological integration that enhances the interpretive depth of qualitative case research.
The WSM enables a structured comparison of relative strategic importance, execution
intensity, and temporal sequencing of strategic actions, though its outputs should be
understood as interpretive rather than statistically verified measures. Fourth, the integrated
SER-M and WSM model demonstrates its potential as a practical decision support framework

for prioritizing strategies during platform transitions.
8.3. Practical Implications

The findings offer concrete strategic guidance for firms navigating digital transitions.
First, incumbent firms must remain vigilant against the core competency trap, whereby past
sources of success become obstacles to future adaptation. To address this challenge,
incumbents should establish independent innovation units or venture labs specifically
designed to respond to platform transitions. Such units must be granted sufficient autonomy
and decision making authority, including the willingness to tolerate self cannibalization when
necessary.

Second, challenger firms can build growth trajectories by targeting underserved
markets. KakaoTalk's experience suggests that focusing initially on a single core function
and executing it to a high level of completeness before expanding into related services can
be highly effective. In practical terms, this implies adopting minimum viable product
strategies and rapid iterative improvement cycles.

Third, the ability to accurately interpret the nature of environmental change is critical
to strategic success. Practically, firms must move beyond the mere adoption of new
technologies and instead develop a deep understanding of the new forms of value and user
behavior. Fourth, from a policy perspective, the findings suggest that mechanism based
innovation can mitigate excessive market concentration. Policies aimed at lowering entry
barriers, such as establishing user rights to address book portability, can stimulate

innovation and competition.

8.4. Limitations and Directions for Future Research
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This study has several methodological limitations. First, the analysis relies primarily on
secondary data drawn from the South Korean messenger market. Future research could test
the generalizability of these findings through cross national comparative studies involving
global platforms such as WhatsApp, Line, and WeChat. Second, the study’s reliance on
qualitative pattern matching limited the ability to quantify causal strength. Future research
could address this by integrating quantitative methods such as structural equation modeling
to assess the statistical validity of the proposed relationships.

Third, this study compares two firms with substantially different organizational
characteristics. At the time of KakaoTalk's launch, Kakao was a small startup with
approximately four employees, whereas SK Communications was a large corporation with
extensive resources and an established market position. This asymmetry raises questions
about commensurability: KakaoTalk's agility and rapid iteration (e.g., the "4-100 rule") may
have been a structural necessity of its small size rather than a deliberate strategic choice.
While this study interprets such practices as mechanisms that enabled competitive success,
readers should note that the same practices might not be replicable in larger organizations
facing different constraints. Future research could address this limitation by comparing
firms of similar scale during technological transitions, or by examining whether startups
that later grew into large organizations maintained their agile mechanisms.

Fourth, the study lacked access to granular behavioral metrics such as daily active
users. Future studies could improve measurement precision by analyzing API and log data
to directly observe user behavior. Fifth, future research should extend the analysis to
emerging mechanisms in the era of generative Al platforms. The rise of conversational Al
services such as ChatGPT has the potential to reshape competitive dynamics. Mechanisms
related to Al driven service automation and the evolution of conversational user experiences
represent promising avenues for investigation. Just as the shift from PC to mobile devices
precipitated a change in leadership, future transitions involving extended reality or voice
interfaces may once again restructure the platform landscape.

Finally, it should be acknowledged that the core analytical frameworks of this study—
SER-M and WSM—are inherently explanatory and interpretive in nature, rather than tools
for strong causal verification or predictive generalization. The SER-M framework
retrospectively organizes how subject, environment, resource, and mechanism interacted,
and the WSM assigns relative weights and sequences to strategic stages based on normative
parameters derived from prior literature. In particular, the WSM's weight assignments rest
on interpretive judgment informed by platform theory rather than on empirical calibration
through sensitivity analysis, inter-rater reliability testing, or statistical estimation. As such,
the WSM's numerical outputs function as supplementary devices for structuring the
qualitative narrative, not as independent quantitative evidence. Moreover, the temporal
distance between the core analysis period (2010-2014) and the current Al-driven platform
environment limits the direct applicability of these findings to contemporary competitive
contexts. The contribution of this study therefore lies not in predicting current platform
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strategies, but in explicating the structural principles by which mechanism fitness
determined competitive outcomes during a technological transition. Future research could
strengthen the methodological rigor of the WSM by incorporating expert Delphi surveys or
the Analytic Hierarchy Process (AHP) to enhance the objectivity of weight assignments, and
by extending comparative analyses to contemporary platform competition cases.

8.5. Concluding Remarks

This study systematically analyzed the mechanisms of creative destruction that emerged
during a technological transition by examining the contrasting cases of KakaoTalk and
NateOn. Focusing on the dramatic market reversal in the Korean messenger industry
between 2010 and 2014, the analysis integrated the SER-M framework with disruptive
innovation theory to explain why one platform succeeded while the other failed. The findings
demonstrate that in rapidly changing digital environments, firm survival and success depend
not on the sheer scale of resources possessed, but on the ability to accurately interpret
environmental change and implement adaptive and innovation oriented mechanisms.

NateOn's failure represents a paradoxical outcome of rational decision making
grounded in past success. Despite possessing an installed user base of approximately 27
million users, strong integration with Cyworld, and substantial financial backing from the SK
Group, NateOn lost market dominance due to misinterpretation of the mobile transition and
the adoption of misaligned mechanisms. Viewing mobile platforms as extensions of the PC
environment and prioritizing the protection of existing assets delayed innovation and
ultimately eroded its competitive position. In contrast, KakaoTalk's success stemmed from
strategic choices that accurately anticipated the direction of change and effectively
leveraged limited resources through simple yet powerful mechanisms. Address book based
onboarding, a mobile native user experience, and staged expansion collectively generated
explosive network effects, enabling growth from approximately 1 million users in 2010 to 45
million users in 2014.

The study contributes to the literature along three dimensions. First, it suggests that
the Mechanism (M) element within the SER-M framework functions as the central integrative
force that unifies subject, environment, and resources into realized performance outcomes.
Second, it operationalizes disruptive innovation theory by translating abstract concepts into
executable mechanisms such as onboarding simplification, user experience innovation, and
ecosystem expansion. Third, it introduces a methodological integration by combining WSM
with SER-M, thereby adding interpretive structure to qualitative analysis. The finding that
allocating approximately 75 percent of strategic emphasis to early user acquisition and
platform expansion appears to have been a key factor in long-term success offers a novel
perspective on the temporal logic of platform strategy.

From a practical standpoint, the study provides clear strategic guidance for firms
undergoing digital transformation. Incumbent firms must guard against the core competency

trap by establishing independent innovation units capable of experimenting with new
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paradigms, while challengers should target underserved markets and pursue staged
expansion strategies to achieve network critical mass. Above all, the findings underscore
that the capacity to construct mechanisms aligned with environmental change is the primary
determinant of success. Ultimately, the study reaffirms that sustained competitive advantage
arises from the continuous innovation of mechanisms aligned with evolving environments,
rather than from the preservation of existing resource advantages.
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Abstract

This study analyzes how fintech-based financial underdog TOSS secured asymmetric
competitive advantage against traditional commercial banks. Applying the SER-M
(Subject-Environment-Resource-Mechanism) strategy model (Cho & Moon, 2022) and WSM
(Weight-Sequence Model) (Cho, 2024) as analytical frameworks, this research interprets TOSS’s
strategic actions retrospectively rather than claiming TOSS deliberately designed its strategy
based on these models.

Under the clear vision of "easy and convenient finance” (Subject), TOSS utilized the weaknesses
of existing financial institutions’ complex authentication procedures and inconvenient user
experiences as market opportunities. Based on data-driven agile organizational culture and
intuitive UX/UI design capabilities (Resources), TOSS established strategic sequence and weight
settings that prioritize solving customer inconveniences (Viva Republica Co., Ltd., 2021). Through
this, TOSS built an execution system (Mechanism) that simplifies all financial procedures,

implementing financial experiences that users are unaware of.

The analysis results confirm that TOSS’s success is not merely technological innovation, but
the result of meticulous strategic design that organically combines Subject (S), Environment (E),

- 36 -




Resource (R), and Mechanism (M), concentrating limited resources according to strategic
priorities and executing them in proper sequence (WSM). This study presents the specific
operational mechanism of "strategy for the weak to defeat the strong” through TOSS’s case,
showing that even latecomers inferior in capital and scale can change market dynamics if they
accurately identify strengths and weaknesses and secure strategic alignment and execution
capability. This provides effective strategic implications for latecomers in various fields beyond

the fintech industry.

Keywords: TOSS, SER-M Model, WSM Model, Fintech, Financial Underdog,
Asymmetric Competitive Advantage, Customer Inconvenience Resolution, Intuitive
UI/UX

1. Introduction

This study aims to analyze indepth how fintech based financial underdog TOSS successfully
competed against traditional commercial banks, the dominant players in Korea's financial
market. In competition between entities with unequal power or resources, when the weaker
party focuses on their core strengths to defeat the stronger party, this is called "asymmetric
competitive advantage." TOSS's success goes beyond simple technological innovation,
representing a paradigmatic case of how a latecomer can change market dynamics in the
highly regulated and high barrier financial sector, which constitutes the importance of this
research.

This study applies the SER-M (Subject-Environment-Resource-Mechanism) model (Cho &
Moon, 2022) as an analytical lens for interpreting TOSS's success retrospectively. Unlike
existing fragmentary analytical frameworks, the SER-M model enables three dimensional
analysis of strategy through organic interactions among the strategic subject (S), external
environment (E), internal resources (R), and the mechanism (M) that executes them.
Additionally, we supplementarily utilize the WSM model (Cho, 2024) that analyzes the
importance (Weight) and execution sequence (Sequence) of strategic elements to dynamically
understand how TOSS efficiently allocated and executed limited resources.

The expected contributions of this paper are as follows. First, by analyzing TOSS's success
through the integrated framework of SER-M and WSM, it provides a new perspective for
understanding latecomer success strategies from a systemic viewpoint rather than single
factors. Second, this can present a concrete design and execution model for "strategy for
the weak to defeat the strong" (Cho & Moon, 2022) applicable to latecomers in other
industries with structural limitations beyond finance, such as healthcare and education.
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Following this introduction, Chapter 2 explains the SER-M and WSM models that form the
theoretical background of the study. Chapter 3 traces the business growth history of TOSS
as a financial underdog, and Chapter 4 analyzes the structural advantages of competing
commercial banks. Chapter 5 compares the strengths and weaknesses of both sides through
SWOT analysis of TOSS and commercial banks, and Chapters 6 and 7 apply TOSS's strategy
to SER-M and WSM models for indepth structuring based on this analysis. Finally, Chapter
8 concludes by summarizing research results and discussing strategic implications.

2. Theoretical Background

2.1 SER-M Model

The SER-M model (Cho, 2014) aimed to view strategy not as fragmentary means but as an
organic and integrated system. Here, Subject refers to the will of leaders or organizations
that formulate and execute strategy, while Environment includes external conditions and
opportunity/threat factors where strategy operates. Resource means internal capabilities and
assets of the organization (human, material, informational resources, etc.), and Mechanism
refers to methods and structures through which subjects utilize resources to execute
strategy and respond to the environment (Cho & Moon, 2022).

The SER-M model (Cho, 2014) emphasizes the organic relationships among four core
elements to be considered in strategy formulation and execution: Subject, Environment,
Resource, and strategic operating system (Mechanism). Unlike simple SWOT analysis or
competitive strategy models, this model contains complex systems theoretical perspectives in
that it explains organizational strategic choices and execution through interactions and
harmony among the four elements (Cho & Moon, 2022).

Input Process Output
PRl Subject N_ TTTm-al__
1 S~ [ 1 s N
:-» Environment Mechanism Performance [==*=** .
--> Resource
O
— PrOCESS - = > Joinfluence seexeres * fFeedback

Figure 1. SER-M(Subject-Environment-Resource-Mechanism) Model
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Subject is the central actor of strategy, consisting of CEOs in enterprises, leaders (kings,
generals, etc.) in history, or groups (including citizens and people). They set strategic
directions through vision, determination, and insight.

Environment is the external world where strategy unfolds, including political, economic,
social, technological, and natural conditions. The external environment simultaneously
provides opportunities and threats, and strategy requires adaptation or proactive response
to this environment.

Resource refers to internal capabilities and assets possessed by the organization. It
includes all tangible and intangible resources such as human resources, material resources,
finance, information, brand, and trust.

Strategic operating system (Mechanism) is the organized procedures and systems through
which subjects actually execute strategy utilizing environment and resources. Execution
capabilities such as institutions, structures, control systems, and decision making methods
are key.

An integrated approach is essential in interpreting strategy. While existing strategic analysis
often tends to explain individual elements like subject, resources, and environment
separately, strategy should essentially be understood as a complex system where these
elements interact. Strategy is designed and executed within an integrated structure where
multidimensional variables are interconnected, rather than being a fixed single structure.
Furthermore, the operational mechanism of strategy has nonlinear characteristics. The
effects of strategy cannot be predicted merely by simple summation of components, but
rather disproportionate results may emerge through interactions among elements. This
means strategy can produce emergent results based on dynamic interactions rather than
being a simple collection of plans. Therefore, when designing strategy, the relationships
among elements and synergy possibilities must be considered together (Cho & Moon, 2022).
Additionally, there exists an inherent feedback mechanism in strategic structure. Results
after strategy execution again influence Subject, Environment, Resource, and strategic
operating system (Mechanism), leading to strategy reconstruction and adjustment. This
feedback structure shows that strategy is not a onetime execution plan but a cyclical
process that is repeatedly modified and developed according to environmental changes and
execution results. Consequently, strategy should be understood as a dynamic system
departing from static frameworks, which is a core condition for sustainable strategy
formulation and execution.

This paper aims to analyze how fintech based financial underdog TOSS can achieve
strategic advantage over traditional commercial banks through the combination of these
elements, based on the SER-M model framework (Cho, 2022).

2.2 WSM(Weight-Sequence Model) Analysis Framework

Another framework of this paper is the WSM (Weight-Sequence Model) model (Cho, 2024).
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The WSM model is a theoretical framework that clarifies the importance (Weight) given to
each element of SER-M and their application sequence (Sequence) when making strategic
decisions. Weight assigns relative importance that each strategic element of SER-M
occupies, varying according to organizational goals. Sequence is the order that defines
which elements of SER-M should be achieved first in the process of strategy execution.

The WSM model contributes to enhancing strategic efficiency by clarifying which elements
to focus on and in what order to proceed, especially in situations with resource constraints.
Existing strategic theories were represented by Michael Porter's 5F model emphasizing
industrial structural factors (The five competitive forces that shape strategy) (Porter, 2008),
Resource Based View (RBV) focusing on internal resources (Barney & Arikan, 2005), and
Dynamic Capabilities Theory focusing on competitive dynamics (Teece et al., 1997). However,
digital platform based fintech companies require complex strategic design and execution that
cannot be explained by resources (R) or environment (E) alone. The SER-M model
decomposes corporate strategy into four elements: Subject (S), Environment (E), Resource
(R), and Mechanism (M), analyzing the feasibility of strategic advantage realization through
their interactions. Here, WSM (Weight-Sequence Model) strengthens execution capability by
assigning weights to each strategic element and considering execution sequence, reducing
gaps between strategic design and actual application. This framework is particularly effective
for analyzing strategies where latecomers defeat leading companies.

WSM (Weight-Sequence Model) is based on the perspective that strategic components
operate as an interconnected dynamic system. This model understands the relationships
among core strategic elements - Subject, Resource, Environment, and Mechanism - not as
simple linear flows but as integrated and feedback capable structures (Cho & Moon, 2022).
Unlike the analytical and segmented approaches emphasized in existing strategic theories,
WSM enables more realistic and organic strategic analysis by viewing strategy as one
complex system (Mintzberg et al., 2020).

Particularly, this model emphasizes the nonlinearity of strategy. This is notable in that
elements interact rather than acting independently, potentially producing unpredictable or
emergent results. In other words, strategic effects appear through synergy or conflict from
interactions rather than simple sums of elements (Gharajedaghi, 2011). This nonlinear
property suggests that strategy is a fluid structure containing change possibilities and
adaptability rather than fixed plans.

Additionally, WSM fundamentally includes feedback structures in strategic processes.
Strategic execution results again influence subjects, resources, environment, and
mechanisms, through which strategic structures are repeatedly reconstructed. This cyclical
feedback system means that strategy formulation and execution is not a unidirectional fixed
procedure but a continuously evolving dynamic mechanism (Sterman, 2001).

Consequently, WSM provides a theoretical framework explaining strategic structural
complexity centered on three core elements: integration, nonlinearity, and feedback
circulation in analyzing and designing strategy. This presents the direction of strategic
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thinking in modern organizational environments where change has become routine.

2.3 Research Methodology
2.3.1. Research Design and Approach

This study adopts a case study to analyze indepth the strategic process through which
financial underdog TOSS secured asymmetric competitive advantage against financial
powerhouse commercial banks. Particularly, to prove that TOSS's success strategy lies in
the organic combination of corporate strategic design and execution mechanisms rather
than being limited to technology or resources, we take a qualitative research approach
applying integrated strategic analysis models.

2.3.2. Analysis Models: SER-M and WSM Integrated Analysis

To analyze TOSS's asymmetric competitive advantage strategy multidimensionally, we
integrally apply the following theoretical analytical frameworks.

1) SER-M (Subject-Environment-Resource-Mechanism) Model

Using the SER-M model as the core analytical framework, we structurally analyze the
organic interactions and alignment among TOSS strategy's four core elements: Subject (S),
Environment (E), Resource (R), and Mechanism (M). Through this model, we understand
indepth how TOSS built an execution system(M) for financial procedure simplification by
utilizing environmental (E) opportunities of existing financial sector inconveniences,
integrating UX/UI capabilities as resources (R), based on the subject (S) vision of "easy and

convenient finance."

2) WSM (Weight-Sequence Model)

We apply the WSM model to complement SER-M analysis and strengthen strategic
execution aspects. The WSM model is used to analyze which strategic elements (SER-M)
TOSS assigned high weights to under limited resources and in what sequence they executed
them.

Particularly, we track the process of assigning high weight to UX/UI improvement under
the goal of "customer inconvenience resolution” and setting strategic sequences like "simple
remittance — financial platform expansion" to identify efficiency in resource allocation and

execution.

2.3.3. Data Collection and Analysis

To secure research reliability and validity, we collect and analyze multifaceted data as

follows.
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1) Literature Review

We collect secondary data for background knowledge acquisition including TOSS's
business growth history, commercial banks' structural advantages and monopolization paths,
fintech industry reports, and regulatory environment changes. We review theoretical
literature (academic papers, books, etc.) on SER-M and WSM models to ensure accurate
understanding and application of analytical frameworks.

2) Public Data Analysis

We utilize business reports, investment prospectuses, media releases, and official
announcements from TOSS (Viva Republica) and major commercial banks to collect
quantitative data such as major financial and nonfinancial indicators, market share, and
customer number changes that can form the basis for SWOT analysis. Particularly, we track
major service function changes and UI/UX improvement cases of the TOSS app by launch
timing in chronological order to concretize the "Sequence" aspect of WSM.

3) Expert Interviews (Selective)

(To enhance qualitative depth of research) We review open interview records or related
materials from fintech/financial IT experts, management strategy experts, early TOSS users,
and former/current employees to secure indepth insights into TOSS strategy execution
processes and vision (subject).

Data Analysis Process: Collected data is coded and classified based on SER-M's four
elements (S, E, R, M) and WSM's two elements (W, S). Subsequently, we logically interpret
and structure how each element contributed to TOSS's "asymmetric competitive advantage"
realization and how the core principles of SER-M - ‘integration, nonlinearity, feedback

circulation" - operated among elements to derive conclusions.

3. Business Growth History of Financial Underdog TOSS (Viva Republica
Co., Ltd., 2021)

TOSS started as a simple remittance service launched by Viva Republica Co., Ltd. in 2015.
At that time, domestic financial institutions' mobile systems were rampant with complex
procedures and inconvenient user experiences including digital certificates, ActiveX, and
security cards. TOSS succeeded in rapid market penetration by fundamentally solving user
inconveniences that existing financial institutions had overlooked through simple and
intuitive UI/UX called "3second remittance." Subsequently, it evolved into an allinone
financial platform by integrating various financial functions including insurance, cards,
investment, and loan brokerage into one app. In 2021, it received authorization from
financial authorities to establish TOSS Bank, an internetonly bank, thereby leaping from a
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simple fintech startup to an institutional bank. TOSS succeeded in securing hundreds of
millions of Monthly Active Users (MAU) in a short period and reshaping the interface power
between existing banks and financial consumers. This was the implementation of a new
philosophy called UserDefined Finance rather than simple technology development (Park,
2024).

Unlike existing telecomcentered K Bank and portal platform centered Kakao Bank, TOSS
had to obtain authorization as the third internet bank as an independent entity. This was an
arduous journey requiring passage through numerous regulations including capital
requirements, financial soundness requirements, risk management systems, and compliance
requirements. While initial business deficits continued, TOSS secured competitive advantage
in nonfinancial elements through user experience based service design, simple
subscription/inquiry/transfer procedures, and 24-hour automated service systems. The key
was securing customer loyalty based on trust by consistently reflecting the philosophy of
"easy finance" in user experience (UX), technology, and policy response. Additionally, it
succeeded in meeting capital requirements through external investment attraction and
startup series round investment success (Series C, D, E) amounting to hundreds of billions
of won, and secured regulatory agency trust through external accounting audits and
internal control strengthening. This is recorded as a new case of startup integration into
institutional financial institutions.

TOSS is Korea's representative fintech company that provides innovative services by
applying artificial intelligence (Al) technology to various areas (Jang et al., 2024). Currently,
TOSS is improving service quality using selfdeveloped Al-based graphic generation tool
"TOSST" and data analysis platform "TUBA," and expanding to offline markets through facial
recognition payment system introduction. Through such Al technologies, TOSS succeeded in
turning profitable for the first time in 10 years as of end 2024. TOSS is preparing for global
market entry while promoting overall industry development through strategies that open its
innovation technologies.

TOSS entered the offline payment market by introducing facial recognition payment system
"Face Pay" utilizing Al technology. This system was launched through TOSS Places and is
currently used in 100,000 affiliated stores nationwide. Face Pay is innovative service
combining biometric recognition technology and Al that enables simple payments by
recognizing users' faces.

TOSS also announced expansion of "Safe Compensation System" to Face Pay to strengthen
service safety. CEO Lee Seung-gun mentioned, "I don't think people will carry plastic cards
and wallets even 100 years from now," presenting his vision for future payment systems.
TOSS adopts strategies to open its technological know-how and systems externally. CEO
Lee Seung-gun stated, "We will open more than 20 tools and system knowhow to lead steep
growth of the entire industry while expanding Al-centered offline payment systems and
aiming for global expansion to spread innovation." This open strategy can be seen as similar
approaches to DeepSeek's recent opening of its Al model R1 to gain competitiveness in the
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global Al market.

TOSS plans to provide not just tools and systems but also management methods and
know-how. By sharing distributed development infrastructure and corporate culture that
enables 300 live server deployments daily, it aims to contribute to overall Korean IT
industry development.

TOSS announced plans to support 1 trillion won to startups over the next 5 years. This
includes various forms of support beyond simple investment, including loans, marketing,
and software support necessary for creating new services with TOSS. CEO Lee Seung-gun
stated he would invest in companies pursuing innovation like TOSS, which is a
comprehensive innovation support strategy not limited to specific technologies like Al or
robotics.

TOSS set a goal to secure more than half of its users overseas within 5 years. For this, it
aims to develop financial super apps into daily super apps by introducing methods
connecting partner companies and startup services to its own services. CEO Lee Seung-gun
expressed confidence that TOSS app's high user loyalty is comparable to global fintech
platforms.

TOSS succeeded in turning profitable for the first time in 10 years since launch by
recording 1.9556 trillion won in revenue and 21.3 billion won in net profit in 2024. This
represents 42.7% growth compared to the previous year, with balanced growth from
subsidiaries including TOSS Securities, TOSS Payments, TOSS Income, and TOSS Insurance
contributing. TOSS's super app strategy succeeded in expanding its user base, with Monthly
Active Users (MAU) recording 24.8 million as of end-2024, a 29% increase from the previous
year.

TOSS's Al technology applications play important roles in improving user experience. Face
Pay, the facial recognition payment system, provides more convenient payment experiences
to wusers, while Al-based graphic generation tool TOSST contributes to maintaining
consistent visual identity. These technological innovations lead to TOSS app's high user
loyalty (opening the app 9 times daily and using it more than 2 hours monthly).

CEO Lee Seung-gun revealed goals for Al-centered offline payment system expansion and
global market entry, including Large Language Model (LLM) introduction. This shows TOSS's
strategy to expand services and enter global markets with Al technology as core
competency.

TOSS also pays great attention to security. It has 20 white hackers internally who hack
systems to check security, boasting technical capabilities that won first place for 4
consecutive years in Financial Security Institute competitions. This shows TOSS's philosophy
of prioritizing security and safety in Al technology utilization.

TOSS applies Al technology to various areas to innovate services and create business
performance. TOSST the Al-based graphic generation tool, TUBA the data analysis platform,
and Face Pay the facial recognition payment system are TOSS's representative Al
application cases. TOSS prepares for global market entry while promoting overall industry
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development through strategies that open such technical knowhow.

TOSS's success in turning profitable after 10 years shows that such technological
innovation and strategic approaches were effective. In the future, TOSS is expected to focus
on expanding offline payment markets and building global user bases by more actively
utilizing Al technology (Financial Supervisory Service & Korea Financial Telecommunications
& Clearings Institute, 2023). It is also expected to contribute to Korean IT industry
development by spreading innovation through startup ecosystem support.

4. Structural Advantages and Monopolization Paths of Commercial Banks
as Financial Powerhouses

4.1. Structural Advantages: Entry Barriers Based on Resources, Institutions, and
Networks

Domestic commercial banks (Kookmin, Shinhan, Hana, Woori) have built dominant positions
in Korea's financial market over long periods, based on multi-layered structural advantages
that fintech latecomers cannot easily overcome. These advantages can be explained by three

core axes:

1) Capital Power and Scale Economics (Scale and Capital Superiority): Commercial banks
are based on massive equity capital and asset scales accumulated over decades. This is the
source of large-scale lending and funding capabilities that are the essence of finance, and
the foundation guaranteeing customer trust in fundflows (Kim, 2018). This enables
realization of economies of scale to provide various financial products at low costs,

providing cost advantages that fintech companies cannot easily imitate (Porter, 2008).

2) Regulatory and Institutional Barriers: Finance is an industry strictly controlled through
national authorization and regulation. Commercial banks already possess licenses for all
financial businesses within the framework of institutional finance under Financial Holding
Company Act and Banking Act. Particularly, high entry requirements from financial
authorities regarding reliability, soundness, and risk management capabilities have acted as
the biggest asymmetric barriers for new financial players, especially fintech companies
without banking licenses (Financial Supervisory Service, 2020).

3) Network and Legacy Infrastructure (Network Effect and Legacy Infrastructure)

Nationwide branch networks and ATM networks built over decades provided physical contact
point advantages. Most importantly, the accumulation of overwhelming customer data and
credit information. Commercial banks exclusively possess salary transfers, loan, and deposit
transaction histories of most Korean citizens, maintaining unparalleled advantages in data

resources (Resource) necessary for financial product design and risk assessment (Lee et al.,
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2019). This data advantage was the biggest challenge that latecomers like TOSS had to
overcome.

4.2. Monopolization Path: Entrenched Practices and Internal Mechanisms

The path through which commercial banks maintained monopolistic positions is closely
related to internal operational mechanisms that induce market entrenchment based on
structural advantages:

1) Rigid IT Systems and Bureaucratic Organizational Culture: Commercial banks have
depended on legacy IT systems that prioritize stability and regulatory compliance. These
systems, coupled with bureaucratic decision making structures that make innovation or
rapid service updates difficult, resulted in slow response mechanisms to financial innovation
(Kim, 2023). This acted as a decisive factor for TOSS to capture environmental (E)

opportunities of "easy and convenient finance."

2) Utilization of Information Asymmetry Structures: Banks maintained information
asymmetry with customers through complex and difficult to understand financial product
structures and inconvenient user experiences like digital certificates and security cards.
This was monopolistic practice that made bank switching difficult by increasing customer
search and switching costs (Jang et al., 2024).

Such structural advantages and monopolization paths of commercial banks constitute core

resources (R) and conservative strategic operating systems (M) as financial powerhouses,
and were the biggest "environmental (E)" threat that financial underdog TOSS had to
overcome, while simultaneously being an "opportunity" area where "asymmetric competitive
advantage" could be created.

5. SWOT and Key Indicator Analysis

This chapter comparatively analyzes through SWOT framework how fintech startup TOSS
secured competitive advantage from ‘"underdog' position against traditional financial
powerhouses - commercial banks (Kookmin, Shinhan, Woori, Hana). This analysis shows the
essence of asymmetric competitive advantage strategy that even resource poor latecomers
can threaten powerhouses by maximizing their unique strengths.

5.1 Strengths

TOSS's most core strength is user experience (UX) centered interface design. Unlike existing
commercial banks that required multiple steps including digital certificates and security card
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inputs, TOSS dramatically lowered financial service entry barriers by replacing these with
simple methods like "one-touch remittance." Additionally, TOSS secures digital organizational
agility that shortens service update cycles to seconds through A/B testing and CI/CD
(Continuous Integration/Continuous Deployment) systems based on user data. Furthermore, it
succeeded in launching new technologies and products faster than existing banks by actively
utilizing government regulatory sandbox systems.

Meanwhile, commercial banks have strengths in capital power and liquidity accumulated over
long periods, generating stable profits based on stable deposit and loan portfolios. Nationwide
branch networks and ATM infrastructure act as core foundations for maintaining largescale
loyal customers, while securing economies of scale and cost advantages through largescale IT

infrastructure and R&D investments.
5.2 Weaknesses

While TOSS is rapidly expanding markets centered on digitally friendly young generations, it
still has low brand recognition among nondigital generations over 40 and entry resistance to
service usage exists. Additionally, revenue model diversification including advertising,
insurance, and loans remains in early stages, with clear weaknesses in accumulated experience
and knowhow for complex financial product development, risk management, and credit

evaluation systems compared to traditional financial institutions.

Conversely, commercial banks have high dependency on legacy systems formed during long
operations, where digital certificate based complex authentication systems and branch centered
business processes act as structural obstacles to digital transformation. Decision-making
structures are also bureaucratized, making rapid execution or innovative change response
difficult, with high fixed cost burdens from nationwide branch and largescale personnel
operations pointed out as weaknesses.

5.3 Opportunities

For TOSS, the continuously expanding influence and transaction proportion of digital native
segments including MZ and Z generations in financial markets acts as strategic opportunity.
This is very favorable to TOSS's user centered UX/UI strategy, while rapid growth in Al
technology based personalized loan, insurance, and investment advisory service markets
provides potential market opportunities for TOSS's technology based service expansion.
Furthermore, government level Open Banking introduction and active support policy
environments for digital financial innovation are established, helping TOSS secure regulatory
flexibility necessary for new financial service experimentation and market launch through such

institutional backing.

Commercial banks can also actively invest in next generation digital technologies like cloud,
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artificial intelligence, and blockchain based on largescale capital power. Further more,
opportunities for new revenue source development are expanding through entry into new
business areas like ESG finance and carbon credit trading, while overseas branch network
expansion in ASEAN regions and participation in global financial alliances are strengthening
overseas partnerships and global market entry foundations.

5.4 Threats

TOSS faces direct threats from big tech and global fintech companies like KakaoPay,
NaverPay, and Apple Pay entering financial markets. These companies are expanding
competitiveness based on massive capital and user bases, potentially causing difficulties in
securing market share. Additionally, regulatory strengthening for consumer protection and
financial stability enhancement is anticipated, which may constrain agile service
experimentation by startups. Single events like security incidents or service failures can also
act as potential risks that could fatally damage brand trustworthiness.

For commercial banks, customer defection is becoming reality due to growth of internet only
banks (TOSS Bank, K Bank, etc.) and popularization of mobile based finance. Particularly,
falling behind startups in UX and service speed could accelerate customer defection centered
on digital native generations, while fintech companies are rapidly expanding market share in
niche financial markets like small investments and asset management, threatening traditional

revenue models of commercial banks.
5.5 Strategic Implications

Through the above SWOT analysis, we confirmed that resourcepoor latecomer TOSS can
neutralize traditional banks' advantages by strategically maximizing core strengths of UX and
organizational agility. TOSS is compensating for relatively inferior capital and infrastructure
issues through UXcentered strategy, data based agile operational systems, and government
system utilization capabilities. Specifically, it pursues ecosystem expansion through platform
strategies involving Open Banking connections and API openings, while building hybrid models
that strengthen revenue model diversification and risk management through strategic
partnerships with existing banks. This is a representative case of asymmetric competitive
advantage strategy, providing important implications applicable to industries overall in the

digital transformation era.
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Table 1. SWOT Analysis: TOSS vs. Commercial Banks (Kookmin, Shinhan, Woori, Hana)

Category TOSS Commercial Banks
Intuitive UX/UI Strong capital power
Strengths Extensivecustomerbase
Agile organizational culture Economies of scale
Regulatorysandboxutilization
Lowbrandrecognition Legacy system dependency
Weaknesses Early-stage revenue model Slow decision-making
diversification Lack of financial structure High fixed costs
product development experience
M7 generation digital demand Digitaltransformationinvest
expansion Al loan/insurance ment expansion
Opportunities | market growth
ESG/new businessentry
Government digital finance support | Global partnerships
Big tech/fintech entry Internet bank competition
Threats Regulatorystrengtheningrisks Mobile service gaps Niche
Customer trust defection risks market erosion

6. TOSS Strategy from SER-M Perspective

S (Subject): TOSS's strategy starts from founder and CEO Lee Seung-gun's philosophy.
Under the mission of "making finance understandable to everyone," TOSS designed its
organization around young and agile decision-making structures. Structures that wvalue
internal practitioner feedback over external experts and do not separate problem discovery
These

in quickly recognizing customer problems and

and solution subjects enabled rapid improvement and iteration. subjective

characteristics connect to proactiveness
modifying strategies accordingly, contributing to securing consistency and concentration in
strategy execution.
E (Environment): TOSS accurately identified emotional dissatisfaction with financial
consumer inconveniences and increasing mobile finance demand trends centered on MZ
generations. Simultaneously, it proactively utilized institutional environmental changes
including government fintech promotion policies, regulatory sandbox systems, and financial
deregulation policies. While competitors maintained asset centered conservative management,
TOSS demonstrated environmental adaptation capabilities by rapidly shortening product

conversion cycles and designing product structures meeting user needs.

R (Resource): TOSS's core resources are internal development teams built around user

experience design, databased design capabilities, and agile organizational structures to
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execute them. UI/UX intuitively designs all financial functions, automating and eliminating
various procedures to minimize users' cognitive burden. Recommendation algorithms based
on user behavior data and loan/investment proposal algorithms based on financial habits
have also been sophisticated. Internally, agile development processes and horizontal
communication are efficiently implemented, maximizing innovation resource utilization.

M (Mechanism): TOSS's execution mechanism is a structure that concretizes the philosophy
of "intuitively simplify complex finance." Complex financial functions are reduced to within 3
steps, minimizing user interactions, with precise design considering user behavior down to
button positions, terminology, colors, and animations.

Additionally, response efficiency is enhanced through Al based chatbot responses and
self-diagnosis flows rather than direct inquiries through customer centers. The ultimate goal
of the mechanism is "unconscious financial execution by users," which is an integrated
strategic structure combining UX, algorithms, organizational structures, and policy
responses.

7. Integrated Structuring of TOSS's SER-M Strategy and WSM
(Weight-Sequence Model) Strategic Model
TOSS did not merely stop at user-centered design but comprehensively redesigned financial

services. This is a result where each element of SER-M organically interacts to secure both
strategic design integration and execution capability.

Input Process Output
Subject Combination
- Establish customer-censric agile agin structure S+E+R

+ Set fey bizemfig for solving fey key sntrapy
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Environment
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Figure 2. TOSS SER-M & WSM (Weight-Sequence Model) Strategy Structure Diagram

_50_



The following is a strategic diagram structuring TOSS's strategy according to SER-M model

and WSM (Weight-Sequence Model). This structure visually shows how TOSS accurately
recognized strategic gaps of giant banks from financial underdog position and converted
them into executable strategies.

Fintech startup TOSS created powerful competitive advantage even under financial
underdog conditions through the Subject-Environment-Resource-Mechanism (SER-M) model.
Below, we comprehensively explain strategic design by four elements and their combination
(S+E+R), sequential (S—E—R), and W-S (Weight-Sequence) perspectives.

7.1. Strategic Component Analysis and Execution Framework
7.1.1 Subject

TOSS has built strategic capabilities based on customer centered agile startup identity from
organizational structural design stages. Particularly, as a structure enabling agile
organizational operations, it introduced DRI (Directly Responsible Individual), a project unit
manager designation system, dramatically improving decision making speed. Small
cross-functional team based operations promote rapid execution and iterative feedback,
establishing rapid experimentation and learning culture throughout the organization.

TOSS has a mindset that converts all inconvenience elements that customers experience in
using financial services into strategic assets. That is, it does not recognize customer pain
points as simple problems but defines them as core tasks to be solved, placing them in
organizational priorities. These values penetrate the entire organization from top management
to development, design, and marketing departments, with all decisions made under integrated
leadership structure that takes "Intuitive user experience" as the top priority principle.

7.1.2 Environment

TOSS's strategy started from converting complex and closed financial environments created by
existing commercial banks into opportunity factors instead. First, traditional authentication
procedures including digital certificates, security cards, and PC based security modules have
acted as major barriers blocking financial service entry, becoming backgrounds that highlight
the importance of user centered design.

Along with this, as MZ generation demand for mobile finance taking smartphones as main
platforms rapidly increased, demand for new financial services centered on "non-face-to-face"
and "simplicity" expanded. The government also provided institutional mitigation and technology
demonstration environments for fintech innovation through regulatory sandboxes and Open
Banking, supporting rapid verification and commercialization of new technologies and products.

These external conditions form favorable policy and sociocultural foundations for TOSS
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strategy execution.
7.1.3 Resource

TOSS has focused on securing internal resources and strengthening capabilities to maximize
external environmental opportunities. Among them, the core is data based user analysis
systems. TOSS built its own platform that comprehensively analyzes user behavior logs,
financial transaction histories, and social data to secure capabilities generating realtime
personalized financial proposals.

In technical resource aspects, UX/UI dedicated development teams and agile organizational
operations play important roles. Function specific teams where designers, frontend and
backend developers collaborate rapidly develop and deploy functions through 2week sprints,
improving customer experiences in realtime. Additionally, capital attracted from multiple global
venture capitals and strategic investors stably provides financial foundations necessary for
technology development, marketing, and customer acquisition.

7.1.4 Mechanism

TOSS's execution mechanism is designed around procedural conciseness and iterative learning
systems. Representatively, major functions (remittance, payment, account inquiry, etc.) are
extremely simplified in authentication and Ul procedures to be executable with average 2-3
touches. This is a strategic result of designing customer experience flows with minimal

resistance.

Additionally, TOSS operates feedback Iloops that repeatedly perform bug fixes, Ul
improvements, and new function planning by collecting and analyzing realtime user data. These
loops typically execute in 1-2 week units, extremely shortening user experience improvement
cycles. Furthermore, company wide task force (TF) structures among function development,
regulatory response, and marketing execution departments enable parallel collaboration from
new function planning to deployment, maximizing execution efficiency.

7.1.5 Combination Strategy (S + E + R)

TOSS redefines existing financial service paradigms by organically combining subject(S)
customer-centered thinking, environment (E) non-face-to-face financial conversion flows, and
resource (R) data analysis capabilities and agile organizational structures. For example, based
on MZ generation demands familiar with mobile finance (E), it implemented “instant remittance”
functions utilizing user experience design (S) and data-based personalization capabilities (R),
presenting new standards for customer experience. Connecting this SER-M analysis to the
SWOT framework from Chapter 5, TOSS's strategic alignment can be interpreted through three
strategic postures: S-O Strategy (Strength-Opportunity): TOSS leveraged its UX/UI design
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strengths (S) to capture opportunities from MZ generation demand for simplified mobile finance
(O). The “3-second remittance” feature exemplifies using organizational strengths to exploit
environmental opportunities. W-O Strategy (Weakness-Opportunity): Despite capital weakness
(W), TOSS utilized regulatory sandbox opportunities (O) to bypass traditional licensing barriers.
External investment rounds converted environmental opportunities into resource acquisition,
compensating for initial capital constraints. W-T Strategy (Weakness-Threat): Most critically
for underdog strategy, TOSS countered threats from established banks’ market dominance (T)
despite its own resource limitations (W) by redefining competitive dimensions. Rather than
competing on capital or branch networks where it was disadvantaged, TOSS shifted competition
to UX simplicity and agile execution—domains where incumbent banks’ legacy systems became
liabilities rather than assets. This W-T strategic reframing is the essence of asymmetric
competitive advantage.

7.1.6 Sequential Strategy (S — E — R)

TOSS's strategy execution is systematically structured through three-stage flows. First, it
precedes problem recognition by identifying and analyzing inconveniences (pain points) within
existing financial services using customer journey maps (S). Second, it diagnoses structural
inefficiencies in financial environments (E) like authentication procedures and customer
response systems by analyzing contexts where such inconveniences occur. Finally, it executes
through UX design, authentication simplification, and automation system development by
applying owned technologies and organizational capabilities (R) to defined tasks. This
step-by-step strategy formulation method enhances alignment between customer-centered
service design and execution while enabling flexible responses to market reactions.

7.2 Temporal Strategy (W-S Model Application)

This section applies the W-S model to interpret TOSS's strategic trajectory retrospectively. It
is important to note that the weights assigned below are analytical interpretations derived from
examining TOSS’s resource allocation patterns and strategic priorities as evidenced in public
documents, not metrics that TOSS explicitly calculated.

7.2.1 Analytical Basis for Weight Assignment

The weight values (1-5 scale) in Table 2 were derived through qualitative analysis of three data
sources: (1) TOSS’s official communications emphasizing “customer inconvenience resolution”
as the paramount organizational priority, (2) resource allocation patterns observable in
investment rounds and team structure expansions prioritizing UX/UI development, and (3) the
chronological sequence of service launches demonstrating execution priorities. This analytical
approach acknowledges inherent limitations in precisely quantifying strategic priorities without
access to internal decision-making data, which is addressed in Section 8.3 as a research
limitation requiring future quantitative validation.
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7.2.2 Why S—E—R Sequence Was Inevitable for TOSS

Unlike established commercial banks that could pursue R—E—S sequences (leveraging existing

resources to shape environments and define strategic subjects), TOSS as a
resource-constrained latecomer necessarily followed S—E—R logic. First, lacking substantial
capital or infrastructure (R), TOSS could not compete on resource dimensions initially. Second,
the external environment (E) presented asymmetric opportunities—incumbent banks’ UX
complexity created exploitable gaps that required no capital investment to identify. Third, the
strategic subject (S)—defining “easy finance” as the core mission—had to precede resource
acquisition because investor funding (R) depended on demonstrating a compelling vision (S)
validated by market opportunity (E). This S2E—R sequence reflects the structural constraints
facing underdogs: they must first articulate why they should exist (S), identify where
incumbents are vulnerable (E), and only then can they attract the resources (R) to execute.

7.2.3 Strategic Roadmap Analysis
Strategic roadmaps considering both Weight and Sequence are as follows:

Table 2. SERM & WS Integration: Weight and Sequence Organization

Stage | Category TacticalElement Weight Sequence

Customer inconvenience
©) S recognition and top priority | 5 points out of 5 1
solution strategy planning

® E Intuitive UI/UX design 4 points out of 5 2

Touch reduction and
® E authentication procedure 3 points out of 5 3
simplification

Capital securing (external
O) R partnerships and 2 points out of 5 4
investments)
Function expansion
® R (loan/insurance/investment 1 points out of 5 5
services)

Strategic Roadmap: Execution Priorities by Weight and Sequence

TOSS's strategic roadmap follows structures that comprehensively consider importance
(weight) and execution sequence of each tactical element beyond simple listing of execution
items. This approach provides foundations for maximizing efficient resource distribution and
step-by-step synergy in strategy execution, particularly reflecting fintech industry
characteristics sensitive to limited organizational capabilities and external environmental

changes.
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First, the tactical element receiving highest weight ( 5 points out of 5 ) is "customer
inconvenience recognition and top priority solution strategy planning,” set as sequence 1 in the
strategic roadmap. This means activities identifying customer pain points and defining them as
organizational core tasks are starting points and direction determining core stages for entire
strategy execution. This sequence and importance setting is valid in that TOSS's strategy
focuses on customer experience-centered problem solving rather than simple technological
innovation.

The second highest priority is "intuitive UI/UX design" with weight 4 points out of 5 and
sequence 2. This represents sequential structures where intuitive and concise interface design
is executed as concrete realization means for solving customer inconveniences. Ul/UX design
is a core element defining customer contact points and determining service usability, acting as

strategic devices minimizing psychological resistance as well as technical implementation.

The third stage is "touch reduction and authentication procedure simplification” with weight 3
points out of 5 and sequence 3. This means concrete practice tasks of previous UX design,
referring to work reducing complexity in touch numbers and authentication processes required
when using functions. This is where customer-centered approaches are reflected in actual
service flows, mainly where feed-back-based iterative improvement activities occur.

Stage 4 is "capital securing (external partnerships and investments)" with weight 2 points out
of 5, somewhat lower than UX and function improvement stages, and sequence 4. This reflects
realistic limitations that service expansion and technology innovation continuation are difficult
with internal capabilities alone, showing execution will to supplement resources through
external capital procurement and strategic partnerships.

Finally, "function expansion (loan/insurance/investment services)" is placed in the final stage
with weight 1 points out of 5 and sequence 5. This means developing strategies through
methods adding derivative business models or new financial products after core functions are
stably implemented. That is, this strategic roadmap takes internal expansion sequential
strategic approaches that consider business model expansion after completing core experience
(UX).

Comprehensively, this strategic roadmap is configured according to logical flows of
customer-centered recognition — intuitive design — experience simplification — resource
supplementation — function expansion, with each stage designed considering alignment
between importance and sequence. This structure suggests that TOSS secures intrinsic
completeness and execution feasibility of user experience-centered strategies.

7.3 Performance

According to such SER-M-based strategy and W-S roadmaps, TOSS recorded 10 million
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downloads within 6 months of launch and Monthly Active Users (MAU) surpassing 20 million by
providing onetouch experiences that traditional banks could not offer. Despite being financial
underdogs, by securing "power" of appbased user interfaces, it achieved results occupying over
30% of entire banking sector digital channel traffic.

Existing banks' legacy systems and internal procedure-centered execution cultures showed
limitations in external crisis response speed and user-centered strategy design, while TOSS
could become strategic leaders despite being latecomers by integrating each element of SER-M
according to "weight and sequence.”

8. Conclusion and Strategic Implications

8.1 Main Research Findings (Discussion)

This study retrospectively analyzed TOSS’s asymmetric competitive advantage against
traditional commercial banks by applying the SER-M (Sub-ject - Environment - Resource -
Mechanism) model and WSM (Weight-Sequence Model) as interpretive frameworks. It is
important to note that this analysis applies these theoretical models to understand TOSS's
achieved outcomes, rather than claiming TOSS consciously employed these frameworks in
strategy formulation.

TOSS secured a unique competitive advantage by organically integrating the four elements of
the SER-M model to maximize strategic synergy. First, as the Subject, TOSS clearly defined
user inconveniences in financial services as its top priority strategic task. To achieve this, in
terms of the Environment, it accurately diagnosed and utilized opportunities such as the
complex and inefficient legacy structures of existing banks, the surging demand for mobile
finance among the MZ generation, and government deregulation policies. Supporting this were
its Resources, specifically its agile Ul/UX design capabilities and databased technical assets,
reinforced by dedicated UI/UX organizations and data teams. Consequently, by establishing a
Mechanism that implements these elements through intuitive user experiences and the
simplification of complex financial procedures, TOSS successfully positioned itself as a
"representative fintech company of user-centered design."

TOSS strengthened its execution capabilities through the WSM model by recognizing the
relative importance (Weight) among strategic elements and meticulously designing the
execution order (Sequence). TOSS’s execution strategy revolved around a clear central axis:
"Customer Problem Recognition — Intuitive UX Design — Implementation of Minimum Touch —
Service Expansion." This design of strategic priorities and sequential execution played a
decisive role in efficiently distributing limited resources and enhancing strategic agility in
response to changing market conditions.
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Behind TOSS’s successful strategy execution lie an innovative organizational culture and
supporting mechanisms. First is an agility and responsibility centered organizational culture.
Through the DRI (Directly Responsible Individual) system, TOSS reduced dependency on middle
management approval and granted autonomy to project owners, thereby simultaneously
increasing decision-making speed and execution quality. Second is a structure for accepting
failure and learning. By establishing institutional devices such as "Failure Parties" to share
failure experiences and convert them into learning assets, the company accelerated
organizational learning and innovation speeds. Third is data-based decisionmaking. TOSS
implemented a "learning strategic system" that analyzes user behavior data in realtime to repeat
A/B tests and optimize remittance paths and menu configurations. Finally, through a Build or
Buy strategy, TOSS secured strategic flexibility by selecting optimal growth paths—building
services like TOSS Bank and TOSS Securities inhouse while acquiring companies like TADA.

8.2 Theoretical Contributions
This study offers the following academic and practical implications:

First, it presents an empirical integration of the SER-M and WSM frameworks. Moving beyond
existing fragmentary analyses of resources or competitive structures, this study analyzes
fintech success strategies from a systemic perspective, providing a new viewpoint on strategy
formulation for organizations with many constraints. Second, it presents a concrete model for
a "strategy for the weak to defeat the strong." It demonstrates through concrete mechanisms
that even latecomers with inferior capital and scale can change market dynamics if they
accurately identify strengths and weaknesses and secure strategic alignment and execution
capabilities. Third, it emphasizes the dynamic mechanisms of strategy execution. Through the
WSM model, the study proves that quantitatively evaluating the "Weight" and "Sequence" in
strategy execution and designing agile processes lead to tangible performance, suggesting that
strategy is a dynamic system determined by execution capability rather than a static structure.

8.3 Research Limitations and Future Research Directions

As a qualitative case study analyzing TOSS's success centered on the SER-M and WSM models,
this research has limitations in statistically generalizing the causal relationships of strategic
success. Accordingly, future research directions are suggested as follows:

First, this study's Weight assignments in the WSM analysis are based on qualitative
interpretation of observable patterns rather than quantitative measurement. Future research
should develop objective indicators for strategic element prioritization, potentially through
content analysis of investment allocations, organizational resource distribution, or executive
communication frequency analysis. Second, comparative analysis with failed fintech cases is
essential. This study focuses exclusively on TOSS’s success, but similar strategies employed by
companies like Banksalad, Finda, or other fintech startups that struggled could reveal whether
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TOSS'’s strategic alignment was truly differentiating or whether external factors were decisive.
Comparison with Kakao Bank (large platform-based) and K Bank (telecom-based) would clarify
TOSS’s distinctive strategic elements as an independent startup. Third, this study does not
sufficiently separate external environmental factors from strategic design effects. Government
deregulation (regulatory sandbox), favorable investment climate, and MZ generation
demographic shifts all contributed to TOSS’s success independently of its strategic choices.
Future research should employ counterfactual analysis or comparative cases to isolate
strategic versus environmental contributions. Fourth, TOSS achieved profitability only in 2024
—ten years after launch. The long-term sustainability of this profit model requires critical
examination. Future research should track performance trends over extended periods and
assess whether current profitability represents a structural shift or temporary alignment of
favorable conditions. Fifth, this study lacks third-party quantitative data such as Financial
Supervisory Service statistics, detailed app usage metrics (MAU trends, retention rates by
cohort), and competitive bench-marking data. Incorporating such data would strengthen
analytical validity. Finally, defense mechanisms against future threats require attention.
Security incidents, competition from global big tech companies, and potential regulatory
tightening present ongoing challenges that this study does not fully address.

8.4 Conclusion

This case study retrospectively analyzes TOSS's strategic trajectory through the SER-M and
WSM frameworks, demonstrating how the organic alignment of strategic elements enabled a
latecomer to challenge established market leaders. The W-T (Weakness-Threat) strategic
perspective is particularly instructive: TOSS countered its resource disadvantages by
converting incumbent banks’ complexity into opportunities, prioritizing UX simplification over
infrastructure competition. Key W-T strategies included: (1) leveraging regulatory sandbox to
bypass traditional licensing barriers, (2) targeting MZ generation digital preferences to offset
brand recognition gaps, and (3) using agile execution to outpace legacy system-bound
competitors. This analysis provides strategic implications for latecomers across industries,
though future research should incorporate quantitative validation and comparative analysis
with failed fintech cases to enhance generalizability.

_58_



References

Barney, J. B., & Arikan, A. M. (2005). The resource-based view: Origins and implications. In
M. A. Hitt, R. E. Freeman, & J. S. Harrison (Eds.), The Blackwell handbook of strategic
management (pp. 123-182). Blackwell Publishing.

Cho, D. S. (2014). Mechanism-based perspective: New strategic paradigm for integrated
management. Seoul Business & Economics.

Cho, D. S. (2024). Mechanism: The fourth element of management. aSSIST University Press.

Cho, D. S., & Moon, H. C. (2022). Management strategy in the Al era: Secrets to becoming a
master of strategy. Seoul Business & Economics.

Christensen, C. M. (1997). The innovator's dilemma: When new technologies cause great
firms to fail. Harvard Business School Press.

Financial Services Commission & Korea Financial Telecommunications & Clearings Institute.
(2023). 2023 Korea fintech trend report. Financial Services Commission & Korea Financial
Telecommunications & Clearings Institute.

Financial Supervisory Service. (2020). Internet-only bank system improvement report.
Financial Supervisory Service.

Gharajedaghi, J. (2011). Systems thinking: Managing chaos and complexity: A platform for
designing business architecture (3rd ed.). Morgan Kaufmann.

Jang, S. K., Kim, K. M., Kim, H. J., Choi, D. B., & Yoon, ]J. H. (2024). Exploring icon
utilization methods in design systems through generative Al: Focused on TOSS Ul. Korean
Society of Design Science Academic Conference Proceedings, 264-269.

Kim, I. H. (2023). The effect of ESG management of public institutions on organizational
performance [Master's thesis, Seoul National University Graduate School].

Kim, S., & Park, J. (2020). Disruptive innovation in the fintech era. Journal of Financial
Innovation.

Kim, W. C. (2018). Study on the effects of social media characteristics and user personal
characteristics on social media satisfaction and continuous usage intention [Master's
thesis, Hansung University Graduate School of Knowledge Service & Consulting].

Kim, W. C., & Mauborgne, R. (2005). Blue ocean strategy: How to create uncontested market
space and make competition irrelevant. Harvard Business School Press.

Mintzberg, H., Ahlstrand, B., & Lampel, J. (1998). Strategy safari: A guided tour through the
wilds of strategic management. Free Press.

Mintzberg, H., Ahlstrand, B., & Lampel, ]J. B. (2020). Strategy safari: The complete guide
through the wilds of strategic management. Pearson UK.

Park, J. H. (2024). Lee Seung-gun, CEO of Viva Republica, completes 'real platform'. Insight
Korea, (321), 32-34.

Porter, M. E. (2008). The five competitive forces that shape strategy. Harvard Business
Review, 86(1), 78.

Sterman, J. D. (2000). Business dynamics: Systems thinking and modeling for a complex

_59_



world. Irwin/McGraw-Hill.

Sterman, J. D. (2001). System dynamics modeling: Tools for learning in a complex world.
California Management Review, 43(4), 8-25.

Teece, D. J., Pisano, G., & Shuen, A. (1997). Dynamic capabilities and strategic management.
Strategic Management Journal, 18(7), 509-533.

Viva Republica Co., Ltd. (2021). TOSS official blog. https://toss.im/tossfeed

Wiseapp. (2024). 2024 Korea mobile finance app usage analysis report. Wiseapp Retail Goods.

Korea Financial Supervisory Service. (2024). Internet-only bank business performance
statistics. Financial Supervisory Service Electronic Disclosure System.

Lee, S. G. (2024, January 15). TOSS achieves first profitability in 10 years, net profit of 21.3
billion won. Maeil Business Newspaper. https://www.mk.co.kr/news/business

Kim, J. H. (2023). A study on the competitive strategy of internet-only banks in Korea:
Focusing on the comparison of TOSS Bank, Kakao Bank, and K Bank. Journal of Financial
Services Research, 15(2), 45-72.

Park, M. S., & Choi, Y. J. (2022). Platform strategy of fintech companies: A case study of
TOSS. Korean Journal of Business Administration, 35(4), 123-148.

Korea Institute of Finance. (2023). Competitive landscape analysis of digital banking in
Korea. KIF Research Report 2023-15.

Yoon, H. K. (2024, February 8). TOSS's Face Pay expands to 100,000 stores nationwide. The
Korea Economic Daily. https://www.hankyung.com/finance

Lee, D. W. (2021). The regulatory sandbox and fintech innovation in Korea: Implications
from TOSS case. Korea Financial Law Review, 18(3), 89-118.

Appannie. (2024). State of mobile finance apps Korea 2024. Data.ai Analytics Report.

- 60 -



ser-M 2912 T &3t = EERS 74 wiQt
SIolE RIBA Al =S Sdo= oF ARA+

Policy Recommendations to Improve Korea’s EERS

Derived from the ser-M Model

A case study focusing on the adoption of a white certificate scheme

28] A|%l8] -
Heegyu Kim Jinhee Choi
2 ®
L A& A A A

II. o]24 uj7

1. EERS 4 WCS9 7]& 7fdxt
s ¥

2. AsPAS HE F A3 39

- olZ2jop TEE A=
. mzA CEE A=
. §lo}3 EEO A=
gt EERS A=

£

3. ser-M mAL = AErQE
GRS 7R 59
L AT Ee 7 59
2. 2 A1 59
ELIETS AUE 5

:S:p.oolmt—t.<:4>oom>—t.2
N
—=1
-

mn 2

rh

E ol= BJ%Q] 01]1:]7\151 SFalb o] BShA| = (Energy Efficiency Resource Standard, EERS)7}
H PA717] S1s) ofmst Ajalo] WAt S Btk Bas oF
o% A2l 7bs QAE5A R HAgsts FolE AFA Al=(White

Certificate Scheme, WCS) T2 ZAESHYCH o] 95 olga]lot TEE, =& CEE, ®lot3
EEO, gt= EERSE thEAt| A+ WAl =z vlwstyl, FA|(S)-&4(E) AL (R)o] HIAYEM)S &3l

FHO)2 AZEE #+2F ser-M ZYYPI = siAstc. Bl 2yf, s AR d Aol

et o F SEEG AR o #e, #Fetd MRV, =7t El/‘\liEﬂ, el == ol AL 7t
AMGZRI 22 WAHUS 2A1 AfolollM Bkt vH oh=2 3719 49 ol fx,
A 2T S WHRIE A EAF 2 s IE S22 A8 duRlasdd davt
1

%
FUe e Aoz FAFEA X ST oo il AE AdL 5, AR Ee-

QIZHERL A =

Al Aol sit), 2uslE ATY AVY, =9 ASS maket MRV BZ3), gRAER] 2 A Qm
of 75, oY RISHE AU 9L 7t o]H S maket SAgt oAl =S AMokstct. Eat AlTo)
HA B2 woly] 93] Wil £AU]2 PES BN 2cwme AAs ojigt w02 Alw
270 olAke] ojFiLZe] ChRot slmRA o st&A oot glonl, stRE WCS AA FARS A
ot} £, olUxl @It TS Uz 2go| Aol J1se SAAMAIoR Mkl AlEA wap
2 AAFHC} -6l -



ZFAo: AR ZE&dd AFSAE, StolE JIFA Ak, ser-M, 54-Hi-HF, ASA AHAAA, HAIAE

2 A AARcs slswst o2t olux] gt et ot ofuix] Aol sal N =

o gaEy A8 YslAe Ul Av] dokm 24 desbd R AREA ejad0] e 4
23 o4 Ao Waxlolt maty oA A& ESEE Eol SQ5WOIA oJUA] ALEES
o A SRR WAL e YYoua SEE FAA SR BYHY YPow YA o

o\'

et 2R 2HS Aol o 1 uE BSAQ WA AT F ofun A ELA o RaidE
(Energy Efficiency Resource Standard, EERS)7} F=Zxtn ME}(Internatlonal Energy Agency,
2017, 2024).

FAMURZ|HEA)= 20307kR| 9] ol4tetra BlE & 7] =olA oyx] a& 49 vlE
40%2 ARt ol T 20 F 7P &L ulgolth v, ojitelela EAAAH(CCS)o] B
ol 20309 ol$ojof RAX il WY o= MYk wepy BERSE Ted 4o M7 A
g dol, & AAoIA Z12907] cheat o] e skE EAl] ARY & 9k WA AA SO
2 H7tEltHInternational Energy Agency, 2021, 2024).

S EERS At 20189 AAIIS ARom @l A Al A8 WIS RelolA o) %o
o, 20279 olF¥E EAIQ Aol ol WA Y17 Fo, FRRAFAL, FRIAFAL, FRA
ALY § o2 FarE Fois ol AF S 2l S gAHE 2020938 2024
bR & 2,909 GWhe| F2S A7, 20240 SRR IuEAl E3t 2HAL Kip FAo}
Aok 22y ol2igt ¢A datol= 5?0}1 Ae=gie] A&d g&x FHA 25 sV =
HAUHA Al 7iM9 B a/dol AZIYTEH=A Y -E5AE, 2025).
=4l #3% EERS Al =7} ot Qle= #AIAL A + 7Wi Qofdch A, & %:LK}QJ Al o
of gigt 571 Astolct. A} 7kA Tl E S5l e FEcske 354 A =7
2 AAms 24 ARIMEBE xefstct. ol2{gt Ad=dolA A o]sfo] 7]ge KH$
7] G0l EERS &2 ddllete XS JAA, 33/ 234 zlojo] 4
Ak ol2st FHL oUA &g FAolete Ate] AA9 Holuk JiE FgAte] olsiEAE FE5he
7oz J50] A= ZFrofo s Moz dFot7] ojgi A=A $AE EefdicHInternational
Energy Agency, 2017, 2024).

SR, " By RAlo] MAIF AA J1A] AE 2

g A

st e} 9lrk. @A) EERS A=t o
ojc} watels ojux] M7 SmF @A x| o

Alo] A&Esh= A71A 7R FAIA AHFoR QIR
=719 < ESCO(Energy Service Company)?] A2 7|& Aldh AHE EQoy] *a"é_‘ S i*iﬁ}
Al Fotx, AHO HAMRF oERIF Abgohe TbEYel pxA ool X|&HI ok

(International Energy Agency, 2024; Lindberg, Markard, & Andersen, 2019; o]A< & Qr¥g%
2006: o]dQl, o]X |, HA4d, UFE, & WS, 2013).

2 olnE AU EERS AESE AWE 7AA @1, 5ol oluxIgaAel 0% 7] 9%a A A
HAol 2@y BAIZ dlasti, ol && ARl R4bse Fys Woke BAlshs o 20| 9

Received Mar. 27. 2026 Accepted Apr. 16. 2026
* AgutstEgttystitystn SFIMOT AAEY, nuke8l5@gmail.com(1 A&H
o AgapehEedtistdisty £u4, jhchoi@assist.ac kr (w4l &%)

- 62 -



o} olF 9ol & A= sl EHEQJ *l’%‘ 718F QB tAYER! gtolE QIFA Al=(White
Certificate Scheme, WCS)ol] &3ttt S= ]1:1K] A7 AatE A 71535 AFato 2 AMghsto],
HARMAA FRA B Aledezmn K}t‘a”ﬂ 7"&.* FEgtE FollM, e WY FAQd VIE A=
o ApHst "Hoh 2 A+l olFgo i(CEE) HIop=(EEO), *F=(EERS)Q] 47) AtlE Bl
stol 2P WCS =9] EFAT Wake AEdlch ojZelobs AT JHAQANA S AL ot
ojBglE 1R ZF, y¥AE kWh cumac 7|9t 7] AAVIA] Alegts, dutZes 370 SAA glol
T S% oYPAL LSt PAS, AT F7IY F4 EERS AlWAY PEZ 247 BoFET
ZtA o] =2 A2 OE HAYUS S Al Fdus vlwstzlo] Aest ArgtoltHBertoldi &
Rezessy, 2006; International Energy Agency, 2017).
glzoal AM At dlE AEHstn, BAEZ  ser-M(Subject-Environment-Resource-
Mechanism) ZYAE RRUCE. & AL A A Y, ST, ARLLA, /1T A20Y
A= A 945 F&5t #, olF FAIS), &4(E), AH4R), HIAYEM) L2 ZFstL, HAl HIAYUS
o] A+= 2]E SER, SRE, RSE, ESR, ERS, RES §&o2 xjE&EsIQCH 0]% =3l sfe] WCSe] A
Qs =ul ARl SHAl W&sto] sh=d WCSQ A=A 7|8 Al Qlzet, Frojxt QAIHYE dA
A|QFst AL SHCH(Yin, 2003; &5, 2014 254 & 23&, 2020).

mlm oH

I.o]&A vjF
1. EERS ¥ WCS9] 7|2 7jdat =tz dg]

EERSE 7171 3ol 27150l o8 3grtolr oluxl 22 opg Fushe Aotk 33x: &
£ 242 ol 58 FAMIAS S AlE 1EE =R Rol - o3 — it e’z At
Y= TouxolgEeiehy, @ A3 AL6R(CIUA IR o ulEAAE)t WA 270,
AAEARIAR A TollUR IR fede] BRI 2940 AHAIY FEIE eYgstes A%
grchg7dst, 2012: St Al 5, n.d.).

Ax o F e FFRPTAL FRTIAFAL FBA|GUEFAL 3 F|olc}. A, thgvI®, A

24 S ATUABT BA SA BUAES Fi e sbsoi ARRABAE DEE B
T w3 A hus, aula fo] L2 5 AR AFTRARARY AFAIYRAE Tt
A ol ARl 23ste] 2020-2023d Ao] 7hA-d Bob MZPUAE of 3.891-1.981-2.5¢1-5.6

LT
i

[e]
==
2
N
=~

Ok Gealz Wetsioitt. ol 7]¥e 1las 7l7l B, =% A JiA, AR o 2O 52§
20 AAg WSt oy, oAls] Al i 3719 S AR dute] dAo] Asidt

Aage HE AT 2 duprt ApiketE Ay Al% AHE &

HEr=ov A5, n.d.).

WCSE EERS %0 72y 7}—0} MU EA(QEA)E AYF AR 79 AM(Market-Based

S A stoltt. ol= Y-

SAA(command-and-control) T‘Mﬂi} 2. 9F-88= A £ A ARG BFE, MBI

L A2 BEZ, A sbse W2l 52 S8 AA FA0) 2849 Mg grsicBertoldi & Rezessy,

2006: International Energy Agency, 2017: Stavins, 2001).

WCS9] HAYUS 2 tat 2o =7P7F of SaAelA 24 515 295t seAte ARl m=2A

E2 2Rg olel i AT FET BUFL ‘solE AFA' 2 Pojel SES YACE 0jo]sy A

F
ol

¥ It
=O|L_'.
L
o} o
in
e
-
P
Ir
(]
=)
i)
[}
=
rg
in
Ra)
652



o= fdelrt Eapdct A7 52 MRV(Measurement, Reporting, Verification) A4 2 #2jgc}.
BN ZAEDE RS SI% B 9l $LS AROP) oPseict A Sudel sk
L AEAE WPstL ol Wz st AIIAL o2 Jofstel ojng olsdict. ol2id meA Al
HAYUYS S Hod =x& ‘;ifL H| 8oz A2 G ustti(International Energy Agency, 2017;
Bertoldi & Rezessy, 2006: Ea Energianalyse, 2014).

2. APA JE L AL I8

Fuel HPAT BES VMK FoB HEY 2 saq A, EERS 3 WCSO| A= dzjot A2
Oh2 ¢Lt}. Bertoldi and Rezessy(2006), IEA( 017), Ea Energianalyse(2014)= 3}o]E Q1ZAl9] =
2 A4, F7M4, MRV, Az, d'dg] A7t vl8as/dut ol dol uxle dF2 A
o},

=M, =7rE Ale R@Euer AAYAS A At o|FejohmgA-dluta Aol st
Broc(2017), Di Santo and Biele(2017), European Climate Initiative (2019), Cour des
comptes(2024), Di Santo(2019, 2022) 9] A= ZH2 Az XAt SHAS A|A]61F 1L, Rosenow,
Kern and Rogge(2017), Lindberg, Markard and Andersen(2019)2 ouA|g&7Ao] & A Lgro
2 Agotal o b2 gAatutel el Fastchn Aot

AR, =Ul Ale = Ze4dd Aefadls the Aot F738H2012), o]/dQl 21(2013), A53(2020)
o shaolA] EERSS SlolE 915X =07} Wadte wolzglot, A2 AlEas) i FYoA B

o 2ds Fo.

R 2 At HESH FASolM= EERS/WCSS] guts ZA-2d At WA UZS] 2 722 4
ek A7t FESH G, S5l d=e HAUS S 2 @AY By mefiow Ak AT
= AgtAolglnt. met 2ae g =7hE Tle At dol FUst AAERE JH Hlu=7te
Alzsol o A= ohE Jiabg Bol=AlE ser-M #olA dsta, 1 Aukg =g WCS Az
= Aeetths dolM Ahdde 71l

ser-M o|22 &5 FA(Subject), &7 (Environment), AF¥(Resource)?] ZAgtoz dgstct. sHAl
& 3 9450 Y2golo}, o s1seb ot oo F(Mechanism)ol SAUR k. Yok o
23t aag0] AF-EYHE WAIA WA ser-Me AHAZIMH(RBY)O] RolS BEStLLY ]
£NE b 3 @el 04 7 9N AF HPS WA BAO Ech AAUSE FA-LHAAC)
el 29 Yol eleln ol Adel He meidelos AMT. 1 YA ge (28 13 2
CHESA, 2014 254 & 2314, 2020)

- 64 -



&2 / output

=

L=
3 / Process

ser-M 7

/ inputs

o2
Q124

of .
o o T i oK G RT o
N %0 o mﬂ ._M_E ._WM q _.AL ogo "o
_ i - © o
; o ay ur oy B oo K 5
& OF: = r o) 2o
g Rt ) HO T o 2 o < Mo il
E T — iy K o ol
: e N | o o X0 erﬂam.e._%xﬂ_ﬂ
5 ol " — |wma™ s g ol °o gy ub
a o w0 I+ 10 . A T O Kir _—
= K r = 1 U ny of M & ) Ho o —
z 8 Ir | W = T2 r = ®T
;| i of o 21 o Toaw S s W
3 = = Kl — o3 T = U oy e
» = ol Ed I R 0. e = lo@m T
i = R Rl wm o EREAE G B T PER T
_\ = An_ ._ _.__._._._ od W X - o n__ﬂ_ © JI O;o uF N
o o | B y | Bl L T - ] N
%o i - o = N o< R B S Mg & K
g H| o | K P RO | N M omo ’ oo = o] I oxo o H
= 5|0 K - | E % RO RO T e K o
7 do ™ |z W &L o K Lo ~ % NS
- —_ = 0 —~
Ko K <81 :u_o ol S Ao o M e D oo '
iof Ol B | ©ogr E o F g E o, E
.Ul ~, 10 oy — = _u.__u = —_ |o =
=l ) — | &0 ~ o [ = e olo il ol
™ K I = L(:M Hr & = < =) o ISER </ i o
ne ) S ol gem| 2 TS E
L 3 = K o = o e = 7o = - =N
da 2 = N = |om 1 oo o <H X o WS X0 £ mo K o
Ee I T | R0 Flog [ ]S 8o £l @
2% P30 R 20 grop g | T W g " o O
o : (] K ok ~X —_n =T R
2 =% o | R . oo S | o <0 B K A o = o P
S W £ Zg 8 | % |eFElq JPeg® 5w Lw
= il = |, o ! o7 S .. or Uy o AR o = Kk T
o o 5 | <0 < o = = E na K e Ko =) r
S . (i Il R = O R I I ape e BN
™ T o || D N | mTe | W 3 s g LB o
o g | wm | goE wr -8 X R =
K S | R - K o METFEEI
] Iy [ X
Kx_ S 3 .A_l ._A_l RO _._._o U o__.: ._.__nuv._ ﬂﬁ P ._LKI a K .A_.: \)1_
Lk I I T - A R T ETg Y o
e r L T s N By RGN — i K- g = o g)\_ a3
e o ol F = &~ oH .ﬂ <O ] or nw = W\n.v ar % =
— |z = " = =D o e X
ﬂ R Kl K0 KC R R W o ol Ko Jﬂm.o e ac < & v omr
q e I I O B B I B
) oy S B Boo 2o TR g o R
=131z 7o N Hﬁﬂﬂﬂg‘_}uaﬂmmﬁ.
1151 2 Ty o < R P )
alls|l3 il &l 2| = FoTs ¥ 22
x| &€ £ S| Ko g - S TR I
x|l 2 oy H =8| Elme| TS lx_u_xgo,_.u(x_.e._
L T 2 |2 X 5 d g o gr &0 K o A
7 3 kg5 k3 K8 Hﬁqmnﬂmﬂxﬂ_ﬂo%ﬁl_ol
- w = — !
I ) al 5| & TE M E LT @ R
s T ] = s N my Ko B - [
ﬂ _, ﬁ ke < =3 T K gy o Kb
L = olm o_LWHﬂA_.‘_ W K
o ol w_l it =R~ - K..A | oge
L — o
e g Bl oo k0RO
d BB P U L o o g

=

434 5 A9l 7]

L

1.0]

7S
S

oF &olN &

&7 A

1

Al
- 65 -

(ESR)& Zof



S wiRE ATAste Sdolch AR S(ERS)S 7
HAakste A2k AFUHGRES)S ATt A Wl ol ﬁ’ﬂ’ﬂii 282 ol A2ch ol
X

g eFe 2T Zlo| ofet Al7]-dap-eR A7lo] wet vk & ACHEEA, 2014)
1E ATt S BMETY YBAE FAY ARIE MY, ser-ME AT MAe] Seps A
UELE WASA ek Hebd $t ser-ME E9 T A HlRE Wol, I3Y WCS A0l

fo

g AE UAUSS £3stuAl st

=

R

o

-

1 ARl Y e

2 A3 FAL2 =y Fo|E QJIFTA(WCS) = &S AQtst= o ot OlE Hsll chEAr A
(multiple-case study)S Aj&i5}o] OIE}EJ OoKTEE), &= 01 (EERS) 47§=2 H]
watch A dAE BA =2(replication logic)ol
ser-Mo = AR5t 2 Aol FA(S), 4(E ), AR

/-\

2. ¥4 A%

A7E 99| sfoE QFA ME(o]gejo} TEE, myA CEE, 9ot EEO)9} §H29) EERS Hl&

WEAEE] 9ok 20059 E 202597k LY & 3659 AL LGt dlolEl: A 1

A AbRSH A AARPOR PAstACt,

olgelol. ZY. G0l AR B QYO MH ol g 2 AR AL CIE BERS/WCS ol

A2 casl] dgolt olgelohs ANNH JAIEAE BUT sfolnele 58, 2
.

T2+ kWh cumac 7]9H9] 7] B7HA] I 25, Qut3e ojd-oji-A] B & ﬁi l
]

o

FA 54 PEE ot WY Bze 219 FA9l AW BERS2A A3 BAET A7) Al
A 9 APZE SluIE AE HoiECt aietd] of 1 ser-M Eel99i 0] Het oAUF Alolet
A gukg lwstrlo sasict,

MY 14 AL 229 AER TAG 29 FAL k] U §E2 ohgd Zok BU oluxE
§713(2023/1791), ol2elol AAYR(ARERA 23 48 2 el m 29)(2018, 2021), o] 2]
of RN IBGMER] AFA A% £ 018, olgelo} olui Hel7|HGSE)R] R D
H2018), ZyA 00 CEE £ A1 % WA, SRAUNBE EIRS AUAY (201820290

-[E

. wx At AEd 4Z edd AA Ua BAS o8] @esteict EPATEE =7b ARel(Broc,

2017; Di Santo & Biele, 2017), EUKI(2019), Ea Energ1analyse(2014) oA ZFAFE(Cour des

comptes, 2024) ¥ IEA(2017, 2024) B 14 So|c}t. 35t 2] AMsIA-L(A7ES}H, 2012; o]AQd 9,

2013; M9, 2020 5)5 &0l A9 ol2A EUE Aetstitt

£ 7o) By Aabe oot zz% WA $RE 9k A, M4 18 ARRYE 23] A 14,
1 oo 1, 24 AWYL 5] BE §of Mot HEl AS

mlm
D
i
ol
o
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Y& 7IFos AYsigoh. &/, =5Y ZE ARE ser-MFA- &7 - A4 -tAYE) mef|dYg3o] 7]
gtoto] Rdstdon], 319 ZAuto] AadE Alsty] 9ol EPATEE, [EA 5 E2x #3& &85 4s
45 S AN ooz 54 =2(replication logic)5 A& wAl At B]WE &35l B]& =
&, &9 +974, ol A WHAA F7hE HAUEY Aol #EsIAtHE S, 2014 2E4
& 234, 2020; Yin, 2003).

29 IAR SPSAC. S 2 Aol ¥ AR RDAN AS B2E £
(S). BH(E). AAR), WAUZM), IO} Thal wzxo] vhalstelct. S, OIAUS 83 B8 71E
E A}

2
-+
2

ol et SER. RSE. ERS, RES, SRE, ESRel 3712 mastaich, A, 9 20 s 1
B AkR sfajo] Uxlst: Alet A% Ba2 Astoich

A2 S| AUAGANAE HAFAE ME WAL AE Wse PAYESERIZ, AT
A8 dolelo] A5 /HANT- WA AW LS RS Meks PPSARSEOE BEshock,
P1E FAL UolAl ool B 502 ul8A4s 42S Meh st AAlL BAXS(ERS)OZ,
offl AbY Aof Lol M vhAlot HES AAMspohs TaL AR S(RES)OE okt

8 Y & e 34 /€ = 7 HE M
o = s | HIRIZEZ]  AMA e
SER AHET'_' 7-IEH 3% E}‘o:l %" 7_IEHA|;(|. 7H)é-| Iﬂé |EE|O}' GSE-GME :I'I'x =
42 M=oz 8= X ez se Y2 EMMY
= - o
e | 2Ezun moHg m | SR TE 2 omeio izorns, ma
g 7a-EYS gt | § A FY nzel
7/Z 28 OIOfA H[8Z[ | banking, transfer, | o 51 o|s
= - ' +| dlop=9 oSt o Rx
ERS ~osnAe we make-good 2o & A T
RES MotEl AR "Rl oA | 7IE elZat =g, | HOE, o= 2YRE F
BiXl-28 x5l HEN Bgst o7&
N2e SRl zx | NUZY, E¥E, | o= g 2o 337
oRE dzg 2% Mool oy |
ESR 712 AEe =8 X | cBA =¢, B H | st=2H kWh cumacy LY
EEIRHS A 27 Bt T met

V. A2 2

1. o]&g]o} TEE A=

ol&kg]o} TEE(Titoli di Efficienza Energetica)= GSE(Gestore dei Servizi Energetici)?} Z2RE

Hotel Az 928 Wi, GME(Gestore dei Mercati Energetici)7t Q154 HFAIAS 7fH-2Fst=

o9 AWUAZ PYHC OB D7 o B o|ge wee oluixgRAto) st sl 2]
S

1} oA B, BSCO, A2l R HUNI CEI 1133, 10 50001 8§ %5 £)= B2 25
2 Bl ABAE Wl FAAFS SshAL O*K}HEHE e E
7 odwe AE goR SYAA, TR IS HArEtiel: Waoz HAse] ItkDi Santo &
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Biele, 2017; GME, 2018; GSE, 2018).
TEE= EU oYX 28X (EED) 7R7o whet AbgFe A7 Al A7) 2(2024-2025'3 1.3%, 2026~
20278 1.5%, 2028-2030 1.9%)& =4 Kﬂii} &) —.—T—'Ef 2 Foll ol3stty. 4A¥ol =dH oy
2 - shch 2017-2018
le/\i 7}—. a5 °l% fAg= ARERAZ} R%*J%} %@(250 €/TEE) & £ & 25t
HEdS Yoot o F 7HsdE =3t E£3 F7Md(additionality) ¥4l A& HA 7|&Hd =1t
2ote Hutgz Qlyste] A7EFo] dof AM-S AAAISICHARERA, 2018, 2021; Di Santo, 2019, 2022:
European Union, 2023).

4

A5A Al GMEZ} 2Fshe AHAIFMTEE) 2t FAPAZ(OTC) 55 AA= o]0zt Al &

A ZenEal 29 A0 met mEstEo] =Yy o] gusl) o]2og v]go] Yus wAs}
= Q4N Contributo tariffario) M =7t A A5s5lH, ARERA= QR AE Ag WrlE 1A|st
43E AR 1 S8 A €F BA2 G o AL WEAN 2 A A 2
of2 gmalth shH GSEL AW A JlEW B4 WA 5 MRV 7]ES Ulisly, mede &
GTEE W3 AAR AY FTE ARt adz AIdoz BRI ot 4 g9 28y AR
Al2]E =o]& 7|dto] HHARERA, 2018, 2021; GME, 2018; GSE, 2018).

TEE= ISA 7A=liE 71222 st 714 7 A 2¥er stojHe|s Fxo|n}. o fAl= AHA|
&9 Ao AR FESAY FAAG FAAMAM JASAE tids) oS ol S® =
ZA Wuj2 o3yt HsE e F7F A7 §& ecloth ot 2017-2018\0 b4 3
= 714 B olF Thede FESP] of2ARH. ol fAE=2 8= et
et RAIE =Rt AY =S Bdsl Al Aot o F TtedE AT O 2y TEE=
FAY A MBRIE 2¥M HE 5EPY oY UGS M FAchs PR 2YEL
(ARERA, 2018, 2021: Di Santo, 2022: GME, 2018).
A2 A Atzo] maw GSEE 2024'd0 763,32970°] TEES 74591, ol oF 0.4Mtepo] ofju
X2 7bol| sfgstct. £3F GME AAIB A= 20249 MTEEO]A 1.83 million toe, YA ZHZ oA
1.18 million toe7t A=Akl ATt o= A=rt de 2d/d%E otdzt 7548 A= 7=
Zats B85t 93-S WolECHGSE, 2025 GME, 2025).
ser-M #Ao|A TEES] W7|UE2 FEHA(RSE)d EFE(SER)E 7 HoErt. 2017-2018'3
7tA =55 °l% ARERAZ} oF RAJ=, Al 29 Fdd #A sHolets AHAR)S 283l A A%
FAE)E ALt FEHARSE) e siAET. FAo] GSE-GME ol AWdXL, At Gt
A 5= AAL AHPAMRY Qlzets GAKOR et 2 AUx] & A7t 7heeh Al o
F(E)S P9t FPAA(SER)0l| SHFSITHARERA, 2018, 2021: Di Santo, 2019, 2022: GME, 2018:
ES

7

$O N ooln ofn KL for
lo
fru
>
N
2
a
i)
o o
fru

£ &

Estd, ool TEEY ML A SN BA AYHAS A stoluele dAUS 9
ch ol& Thadt ALRAE mlo] ofel, Al JIut AzkE sHsbl ste JHE WENE B wAlo
2 wyshe Fx0|Th ol FEY WCS A 7HAgRIet A2l Amets @ HEdoF AS A

m A CEE(Certificats d’économies d’énergie)= o|UX]- 7155 Z(DGEC)o] Al=S &ITsl1, 27}
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CEE AIE|(PNCEEVE W8 -23, % 27, AAg Qasich. o4xI83a & ol hobliges)l Al 22
4R o=w P aux ag¥Y RE 9w} Tq-'ﬂq 8Ue SEAL ViR UClgihie
non-obligés)= WAAAL E3 ABAE WIULS GIEELW
Ao WeI7h st 20169 REE o) Bye] Ak B Agos DysiEs ol
U&= O] f(obligation précarité)’l =0}, FAAS Aldnt 01]1 Rag Ao AAZE Fst= At
(Ministére de la Transition Ecologique, n.d.; PNCEE, 2024).

oA oUAAGE SR 55 AIZE Aokl Atf-wojols FA0l =y £9F AL AR

= o

I
o ©

ﬂJIHJ _|>,
;O

2

(T ‘|>*

s

(DGEC)?} A337|H(PNCEE)«= 9 #At2te] dol- 242 Boll Al=s 2FsiH, A o 715732 =0l

= Uges Wdl Yo o] +2+ |43t HEAAE HeE ¢Esta, o FAVF 547 &Rt

£ ¢ &4 ATeY. E£3t CEEx A BFolA A5A 30| 7Isstes A0, gdst 25 3

o] A7t EXIE EXIsHHCour des comptes, 2024).

AFA(R) EWolA CEE= BE AZe AR Fdo] ofyef, &xt B A|ZAAE Sl a&FA
o, 9 &

AMLE 2= +AY. A8+ CEEE 35 Exgy FEEE Ut FA9 Rjde=z g3t
ARo s AAeS EsHAY, dUAlE A5t AISAIZRE JISAE dT 4 Aok ols =
AR fUS A0l RESH ESE EMMY 2IA]AER]= CEEQ] Hg-olAl-7A2f o]

A8 7|E-Welste] A EHAEY FAHE HgtthAllilance ALLICE, 2023; Cour des comptes,

2024; Ministére de la Transition Ecologique, n.d.; Registre national des CEE (EMMY), n.d.).

CEE Al=9 &4 WAYZEMS kWh cumac 71202 7% AM-Qgsts FAolch kwh

cumace A A A9 J1E 29 Fob LA f. Awold Y FAS A8 FAY *

N AZgoR skt o] WAL P4y Mule] WPANS £7|RE ASA A0l vrgs) P7IEAt

2 gusty, W) A FA0) AjY BES Yol o 2xp} 022 vjojd A MK} RatsEct

(Alliance ALLICE, 2023: Cour des comptes, 2024; Ministére de la Transition Ecologique, n.d.).

mafx HHBo] 5xE 717 CEE FA] 2A]o] ©2W 2022-2025¢ oJ23Fe = 3,100TWh cumaco]H,

2022 gt sjol9t 852TWhe7t EEQQct. 2024d0&= AH2i7H40] A= 7 5-8.35€/MWhc 2o A

HAAE P, FAHEZOA 81TWhe, AFFEZA 27TWhe, 433204 14.4TWhc9 engagement”’}

1A= 9l tHMinistére de la Transition Ecologique, 2022, 2025).

CEE= 7] 2% 7Ilg A= fAle=z Qs ikt AHd s¥s gttt EMMY = 1549 &

550l AY olgds AR ez |E-efsitt. PNCEE= Al AAL 4 A4, AAlE A

| etet A3y AAZE AGEUA BUF 7HRE-S 57 7Hee Al fHgol F/AdE AL,

ol THFAE(SER)N dAE 7HItt. ot WA ml'dE|et o F 7Hssh AY2 v g 4 FRE

A o] 2ATE PR, 9 Qluts vigor AN s Fusket #FEAI(RSE) LR & 4 9l

THCour des comptes, 2024; Ministére de la Transition Ecologlque, n.d.; PNCEE, 2024:

Registre national des CEE (EMMY), n.d.;: &%4, 2014).

mga AR pEe AU Y] g A g9z REAc: o Aok o 33

WCS Aol T AP FdEdo] otz A7) 8 Eeled vhaet <

o= Ul

=2 AT Ow

rOl'

(@]
ro °
ERE!

3. @lo}3. EEO A%

tlot3 EEO(Energy Efficiency Obligation Scheme): @lut= o HX|X(DEA)o] S3A)-&9S st
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o} ARt 2R 7t oYX Aok FA(Energy Savings Agreement)S E3) Zmo} o]3) dWFAlS A5}
+ 89 7I8F AdAR RdE. R5eAte olUA]l Aof AR AR Ale, 22t HdY] a&d)
1 o]%ﬂ

u
ESCO st=d, ABAgA BE2 AIF § UUT £UOE RS oy 4 Uk JE 27
A2 AR H AR a4 GA F S Sl 274 78t (Broc, 2017: European Climate
Initiative, 2019: Ea Energianalyse, 2014).
diotZ= ©Hag3i shHde ElE&s HAREIH ol vigeg ouxasnt Aoy A] EHE ¥
YL 5t M ¥4 TEYG EEOL EU o|Ux|Z&AREED) olgstion gt gy
(DEA)S} 37 BAlE B4 39 T2 ofux] "ot §4L Al Smet A4S KFT of
A AAE AEedel odF sbsAT fdde koll, ARt 2gH Bal A 2T 2 Y
StcHEuropean Climate Initiative, 2019; Broc, 2017).

W0j J} whge) of 2/38 FFshe Aoy dmets wRstn ok of Amet: d A-FF
of
A

ol

SAA tit 2 588 AMdE FAY 2 e =24 7]vto] "ok EEO o]3) ¥]&2 4% olito]
2 S8 slpEch mebd of FIAE 2o o, Mad, UMY, steg

A2g Zrech dojas Heo] B AN £A] 9

o]¥u}t A} o]H(bilateral transfer)S &8s #a-3§4 v 8-S WFECH 2018 A7t

dAo AR 53%, 7H 21%, AH|A 16%, 4% 2%=Z, AY 2 v]5o] 7P cHEuropean

Climate Initiative, 2019; Broc, 2017).

EEOQ] siAl2 "RAst olAYE ojc}. o8 GAR: 2= 7M., steg, 2ZAMEAL A BEX 5
oet 2 BolA vlEo] 7MY R 25 Adit. dute of . ®lok= o R]7(DEA)O]
FAY R F5e. Al Ak P o]d(banking)ut O FAF 7t o] R (AL ol xS s|&s xuk A
AZ &8Y 4 7 s, ujF Alole a9 HIEEH o2 8 7t Bg o2 BA(make-good)st
L5 sto] 51 F45 =Rt o2st B2 AEARQl A= 9F°] 7hsstth(Ea Energianalyse,
2014; European Climate Initiative, 2019: Broc, 2017).

AR E EHo|A EUKI E1A = dlof= EE0Q] 2015 At 2|Foux] Aol 291ktoe= AA|
AR FFNUR] A9 of 4.2%0f sigetcta AAlgtcE E5 Aojr|E A7t 1kWhg H+ =2
g]-go] 0.5f2AER, HL 7t53 FFoUA] 714 13R2AIERT ottt Av]AF Q50 tigt &
T JHAEE 2%, AFEE 5% &0 2Tt B st European Climate Initiative, 2019).
ser-M @04 HlofZ EEO+= 1At oz 2HHAZ(ERS), 248 o2 AHAA-Z(RES)Q] dAS HEldh

Q !

_E
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)
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R
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rll‘
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)

>

1

g5

i)
2 sim
e
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o
=2

il
Ol

ol o &2

M G(ERS) FHOIA Dol AP HYA] WAM e FAE T /IE ALY QM A
A Feste SAOl AR YA CfFRt ol AT F ul§ A4 FRE MUSIHA ug AU
Hixiol 28 AN A FY A2f4E TA Gt PE YA oA 8. 2F IS I15H, A
by 49 dme} S e Aw Wy gol AN A Y £8 FUGE He AUNS

o
(RES) AZAoJtHEa Energianalyse, 2014: European Climate Initiative, 2019; Broc, 2017:. &%4,
), =3

2014). FRsHE, Aok3 ARE WEA] B Aol Yojolet fAF A 2ol JbsE Ae of
e HojETh HRY WCS7E A7]%E SHSH Aguaure £pslzluct, olg-old-Ay] WA 5 8
A3t FAL WA EYsts AAA ARE JFsS AT

—_—

4. Oj3tel= EERS A=

= EERSY ZA| fx& 7|SoUAgGgRet oAl sdol dA-Fs F=eteth oeh 519
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DGEC} GSEX|Y g sl Sy AUg sjttoe AS Sk AP ohch o9 e
S ) BaAolth BIA hEw ARACR olojx
EERS 952 |20l 54 £F02 Belste Aol Ba £3 2ol chet HAY AAENE
wxsjeh ESCOL o 2gaxt 49 wzui Folotalel, they-sted Aoz Aol AFH

gelof ot 0‘1*4 378 EUH ’\DH Algat vlwstd, ouA] a&5 £
Lo BESIG. @574 AAE wulE dad oE &4 iiolur T =2
Helol § fA7F Ado. o] fgiZol 5& TK} dprt ZHtz fold e A
EERS= HEHAANETS), AABAAA] 559F2HRPS) & EJr% AR AAE
A7t B Aot AAZE o2 A Tt ’\ILV\IE Attt ol2fsh A a2 A&A o=z A7|E
Aot 45 AA A== ofAl n|gstchAd s}, 2012; Rosenow, Kern, & Rogge, 2017).
A FHolA U ESCO ARG oflvAol&gejetatg & AMas A&7t =11 Wt g f92
AigtAlolct. wetA FARLgo] HAEAY Aol of2o] ofstEH ESCO AMdAre] £AF of2ut /\}%‘ R
&7dol A = Tt ol =Ul ESCO Aol A 718 QIb 2& 271 otYel AR 9
& #Axeke 7&1% AJAFRICE. (O & g, 2006; A1, 2020).
a6 WHIA FEIY {58 7hsst Ateg QPR o2y AMEE 4
oz A&s57d4g A8 FAHF= BAsIH. o7
g 5] FRER] Xl dute] Ard ZHR|7F Zorxlch. Axt
A B9 SUE ofgtEnHo]ded, olXd, Ay, WS, & Wllg, 2013; A&, 2020).
LA A FA0R e9Hch LAl kWh cumackld 7] A
£ AP Aol gla, Sota BEOS] o]Y-olflut e SRt olYrte gink LA
@79t ESCO A7 Thte £AF RIS OSlAIICE S& A} ofsfol ozt wol ¢
1, SfolE QFA A BABL glol £ WCSS] A AR JIW oAU Z0] I EERSAIAE 7

_|21 i) rkx

ser-M TVolAl B9, U EERSE AHUAS(RES)H AR S(ERS)o] 28E Fejz AEaich 4]
a3} A4 A3 oot A7 9] sl ol gadel BSCOL Tk ol 9el Al At U
roli 2 &L WHsHe 270l ol2ch ol Y Al ol BiA-2 & ANstS FPote AR
s9F . ARBan B4 95 29 840 A
% Grecis AolA B8 S(ERS) 7o) BAKOE et
DI Alele} 3U| BERSZ. ser-M ZAQ9l 2 8|28 2okt (1 3] HeslAcHEE A,
My BAlL g wAjebluct dute] apaet dAYS Afol ook 3,
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=9 M 'II- (o)
. T © L
FH(S) 2210 HER | WAUEM | T g ©
MTEE-OTC
GSE E7hQI’8, | EED QZtolR, HEEZ, AlZ AHeh+or8 st
o| k2| of o x o) x T Al i SER+RSE :
= GME AlE=2 Y, T A, HEZNEH X Z2e Hostz &=}
(TEE) ESCORtHEO | Rt oot MRV, BI&£|2O[gted 3% ;; OT st
58 €/TEE AN A 28 CTeT EE
25) S
DGEC/PNCEE T#, OREEX} Q)RR
mara | oo TNCEE S me e A, |0 i ey | SER#RSE :
mgkA O|RRb+HIQIRAE | o= A E) kWh cumac AHd, JIX|"I} AT
(CEE) #ol FoAs | T I1r1 T |EMMy BIXIAER|| BRI AIY xnaux1cl>71|°l 23}
o|F X|& olo|E| ol=a} =S 2 ¥
DEA 29, Aot oA ol ERS+RES -
A0S ge-33% 98 | 8231 Hes, 71E QkR} jiﬂ 205} O|$H.ﬂf
e o — T = o
(EEO) 7l =2 BT REEH A TR I S RE AN o Ly XLOIHN K| AR S
o o g8 88X QAE, | = RES+ERS :
cfstolz | 2RSS 5N | ARSEA 57, Ao ZaE s gAY FHLO0, NENTITRESN
80, = olXl | 22 2d 2, ySniyE Eli: Alil-l 8RR 29, X A:*L 7 |_D7'<
(EERS) e M oi7 0| MRVt i_IZI ] L2k b o sy r_eruﬂﬂ L&
os 23
V. 7RAg et

ser-M A Ait, 4 EERSQ] §HA|
B&sith fAYEM)E EAY S0
AR AFE S JEA oz Hbst
S AEix|EtC} o] Se] ARolA
AL

L ZA(S) 59

2 ugksleld S-E-R-ME JfY R4 wer
31 A= PEES AHYE Best Aok e
AR 0AYEME 40 FUE0E £1 9oz SER
sole Yue] FEREIL BT ARAZuY-3AH YA

st

YATo 2

= A=A

A, Aw 2A9 7ls Aottt d fort Bastt. ARl d=ouAlsd W EERS G99 A
WCS AHEAS Agsts &0 deutsfor ettt o] A A ol= A dAet FYo] ot 53
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Abstract

Policy Recommendations to Improve Korea's EERS Derived
from the SER-M Model

A case study focusing on the adoption of a white certificate scheme

Heegyu Kim Jinhee Choi

Abstract

This study analyzes the institutional improvements required for South Korea's Energy
Efficiency Resource Standard (EERS) to effectively establish demand-side efficiency. To
overcome the structural limitations of the current Korean EERS, this research examines the
adoption of a White Certificate Scheme (WCS), which converts verified energy savings into
tradable certificates. Using a multiple-case study approach, the study compares Italy’s TEE,
France's CEE, Denmark’'s EEO, and Korea's EERS, interpreting them through the ser-M
framework—where Subject (S), Environment (E), and Resource (R) are linked to Performance
(O) through specific Mechanism (M).The comparative analysis reveals that performance
differences in overseas cases stem from mechanism design—such as the scope of third-party
participation, standardized Measurement, Reporting, and Verification (MRV), national registries,
trading and transfer rules, and price stabilization—rather than mere obligation levels. In
contrast, Korea has struggled to transform energy efficiency outcomes into investable assets
for private finance due to a public-utility-centered implementation structure, annual
savings-based evaluation metrics, the absence of trading platforms, and heavy reliance on
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policy finance.Accordingly, this study proposes establishing dedicated governance, expanding
third-party issuance and trading, adopting lifetime-weighted savings (e.g., kWh cumac)
calculations, and standardizing MRV with independent verification. It also suggests building
registry and trading infrastructure and introducing flexible rules, including banking, limited
borrowing, and inter-obligor transfers. Furthermore, a phased roadmap consisting of
short-term establishment and mid-to-long-term settlement tasks is presented to enhance the
policy utility of the scheme.This research holds academic significance by expanding the
discourse from a simple system introduction to a mechanism-centered comparative analysis,
providing a benchmark for designing a Korean-style WCS. Ultimately, it offers a strategic
direction to transform energy efficiency activities into investable assets that attract private
capital and promote long-term technological innovation.

Keywords: Energy Efficiency Resource Standard(EERS), White Certificate Scheme(WCS), ser-M,
Mechanism, Measurement, Reporting, and Verification (MRV), Certificate trading, Certificate
Trading Market / Registry
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I. Introduction

1. Research Background

Kmart, a leading player in the American retail industry in the late 20th century, faced
bankruptcy in 2002. Meanwhile, Walmart, which began around the same time, grew into the
world's leading retailer. Founded in 1962, Walmart was a small discount store in a small
town in Arkansas, while Kmart, with its roots in the S.S. Kresge Company and its
nationwide distribution network, was already a powerhouse. However, 40 years later, the two
companies faced starkly diverging fates. This reversal is considered a prime example of the
importance of differing management strategies and governance structures in determining
corporate success or failure.

Kmart reigned supreme as the largest retailer in the United States in the 1970s and
1980s, serving as a benchmark for the industry. Its success stemmed from a strategy of
offering high-end branded goods at low prices and its focus on large, metropolitan
locations. Walmart, on the other hand, was a latecomer, initially operating in relatively small
towns. However, its "Every Day Low Price" (EDLP) strategy and logistics innovations allowed
it to overtake Kmart and become the industry leader.

These contrasting results go beyond simple differences in management strategy and
highlight the importance of corporate governance (ownership vs. professional management),
long-term investment, innovation capabilities, and a business diversification strategy based
on core competencies. The cases of Walmart and Kmart go beyond simple success and
failure stories to offer rich lessons that demonstrate how prioritizing resource allocation in
market environments, executing long-term, consistent strategies, and establishing innovative
mechanisms can lead to competitive advantage.

2. Research Objectives

This study aims to elucidate the conditions for securing long-term competitiveness and
sustainable growth through the cases of Kmart and Walmart. Specifically, it focuses on the
process by which a weaker company overcomes a stronger one in an asymmetrical
competitive environment. By analyzing the mechanisms by which Walmart, initially
disadvantaged in resources and market dominance, successfully reversed its course through
systematic strategic execution, this study aims to present a practical strategic model that
can be utilized by startups, SMEs, and new entrants.

The specific research objectives are as follows: First, to systematically identify the
strategic differences between the two companies. Second, to derive the strategic sequencing
and resource allocation patterns that emerged during the process of Walmart, once the
underdog, overcoming the strong player. Third, to suggest strategic implications that the
underdog company can utilize in an asymmetrical competitive environment.

This study employs the SER-M framework — a multidimensional strategic analysis tool
comprised of four dimensions: Subject, Environment, Resources, and Mechanism. Subject
refers to governance structure, leadership characteristics, and organizational culture.
Environment refers to target market selection, customer segmentation, and competitive
environment awareness. Resources refer to logistics efficiency, technology investment, and
financial soundness. Mechanism includes diversification strategy, decision-making speed, and
innovation systems.

3. Research Questions
To achieve these objectives, the following exploratory research questions are established.

RQ1l: How did the strategic sequencing of Walmart and Kmart differ across their
respective growth stages?

RQ2: Among the SER-M elements (S, E, R), which element carried a relatively higher
weight at each growth stage, and what is the relationship between that ordering and
corporate performance?

RQ3: In the process of a weaker firm's competitive reversal, how does the Mechanism (M)
connect the S, E, and R elements to create sustainable competitive advantage?

This study examines these research questions through exploratory case analysis. Given
the limitations of a single-industry, two-firm sample, the findings are presented as tentative
propositions rather than definitive conclusions, and statistical causal verification is left as a
task for future research.

4. Scope and Structure - 83 -
The temporal scope of the study is 40 years, from 1962, when the two companies opened



their discount stores, to 2002, when Kmart went bankrupt. The spatial scope is centered on
the U.S. retail market, but also partially includes global market entry strategies.

The structure of the paper is as follows. Chapter II explains the theoretical background
and analytical framework, covering asymmetric competition theory, the SER-M model, and
the Weight-Sequence Model. Chapter III describes the research methodology and data.
Chapter IV presents case analysis of the strategic differences between Kmart and Walmart.
Chapter V analyzes the causes of Kmart's decline and the factors behind Walmart's success
using the SER-M framework. Chapter VI discusses the main findings, theoretical
contributions, practical implications, limitations, and future research directions.

II. Theoretical Background and Analytical Framework

1. Asymmetric Competition Theory

Asymmetric competition refers to a competitive situation between firms with significant
differences in market position, resource size, and capabilities. Traditional competitive theory
posits that first movers possess advantages over later entrants in areas such as market
dominance, economies of scale, learning effects, and customer loyalty (Lieberman &
Montgomery 1988). However, historically, there have been numerous instances in which late
entrants have overtaken early movers in numerous markets. This is believed to stem from
differences in strategic approaches, not simply resource allocation.

Chen and Miller(1994) proposed a "bypass strategy" as a strategic approach for weaker
firms to counter stronger competitors. This strategy avoids direct conflict with the stronger
firm and targets market segments or customer segments overlooked by the stronger firm.
D'Aveni's(1994) concept of “"hypercompetition” suggests that weaker firms can erode the
advantages of stronger firms through continuous innovation and redefinition of the rules of
competition.

2. SER-M Framework

The SER-M framework, based on Cho's(2007) strategic management theory, is a
multidimensional approach for systematically analyzing a company's circumstances and
strategic choices. Traditional management strategy paradigms have explained corporate
phenomena from the perspectives of subject, environment, and resources, but they have
limitations in explaining the long-term success of companies that consistently achieve a
certain level of performance. In particular, Koo and Lee(2008) empirically utilized the SER-M
framework to analyze how the importance of strategic elements varies according to a
company's growth stage. They emphasized that a company's strategic choices dynamically
evolve over time and that the interaction between these elements plays a key role in
establishing long-term competitive advantage.

The SER-M framework consists of four core elements: Subject, Environment, Resources,
and Mechanism. First, Subject encompasses elements related to the decision-making body,
such as the company's governance structure, leadership, and organizational culture.
Second, Environment refers to the company's chosen market environment and competitive
landscape, with key variables such as target customer selection, geographic market
selection, and competitive intensity. Third, Resources encompass the tangible and intangible
assets the company possesses and utilizes, including physical infrastructure, technology,
systems, financial resources, and human resources. Fourth, Mechanism refers to the
organizational systems and processes that effectively connect and implement the three
elements, including decision-making structures, performance management systems, learning
mechanisms, and innovation systems(Cho 2007; Koo & Lee 2008).

The core of the SER-M paradigm is that sustainable growth is possible when individual
elements of a company's environmental resources combine to form a unique mechanism
within the company, which in turn creates a long-term competitive advantage that
differentiates the company from others.

Existing SER-M research(Cho 2007: Koo & Lee 2008) has primarily focused on statically
comparing strategic elements at specific points in time or analyzing relationships among
elements within a single growth stage. In contrast, this study combines the W-S Model to
dynamically track changes in the weight and sequence of strategic elements over a 40-year
longitudinal timeline — a clear differentiation from prior research, constituting a dynamic
extension that complements the static limitations of existing SER-M theory.

The detailed structure and theoretical background of the SER-M framework are presented
in Appendix A. A summary of prior research on the SER-M framework is provided in <&
1>. - 84 -



<Table 1> Summary of Prior Research on the SER-M Framework

. Research .

Literature Type Key Content Role in Text
Cho & Lee Journal Introduced the initial concept of Explains theoretical
(1998b)Mechanism-based Article SER-M. Emphasized dynamic background and
strategic analysis: A competitive advantage foundational concept
dynamic approach to of SER-M
sustainable competitive
advantage
Cho & Lee (1998a)A Book Theoretical expansion of the Structural explanation
dynamic approach to SER-M paradigm with case-based | and definition of the
strategy: SER-M paradigm explanation SER-M framework
Koo & Lee (2008)A study | Journal Empirical analysis of SER-M Used as empirical
on selection, learning, Article elements using application case of
and adjustment technology-intensive venture SER-M
mechanisms by growth firms
stage
Cho (2007)Strategic Book Established mechanism-based Summarizes SER-M
management: A strategic management theory and | theory and explains
mechanism-based integrated SER-M mechanism-centered
approach view
Seoul National University Research Expanded SER-M into a Supplements
Mechanism Research Report mechanism-based management explanation of
Group (2006) paradigm organizational

execution structure of
SER-M

Reference: Cho & Lee (1998); Koo & Lee (2008): Cho (2007). Seoul National University Mechanism
Research Group (2006)

3. Weight-Sequence Model (W-S Model)

The Weight-Sequence Model (W-S Model) is a dynamic analysis framework newly proposed
in this study. It is a tool for analyzing how a company's strategic elements are weighted
and developed over time. This model was developed by combining existing corporate growth
stage theories(Miller & Friesen 1984; Quinn & Cameron 1983; Kazanjian 1988) and the SER-M
framework(Cho 2007: Cho & Moon 2022). It overcomes the limitations of static strategic
analysis and enables a time-series understanding of which strategic elements a company
focuses on at each growth stage.

The weight determination of the W-S model followed a three-step procedure: (1)
Literature-based initial weight setting — items repeatedly identified in prior studies as the
primary strategic priorities for each growth stage were allocated across the E, R, and S
dimensions. (2) Quantitative data calibration — the initial weights were refined using each
firm's actual CAPEX composition, executive statements from annual reports, and
organizational structure changes disclosed in SEC Form 10-K filings. (3) Triangulation
validation — the directional validity of the weights was verified through cross-comparison of
academic literature, primary disclosure documents, and secondary industry reports.

Although a systematic procedure was applied, the possibility that the researcher's
interpretation partially influenced the final weights cannot be entirely ruled out. Future
research should derive weights more objectively through the Delphi technique or AHP. In
this study, a sensitivity analysis was additionally conducted by adjusting weights within a
+10% range, confirming that the direction of key conclusions does not change significantly.
The Weight-Sequence Model is presented in Appendix B.

III. Research Methodology

1. Research Design

The research design was a case study comparing and analyzing the mechanisms by which
Walmart and Kmart developed their long-term competitive advantage. A mixed-methodology
approach was applied, combining quantitative time series analysis and qualitative literature
review. The analysis covered approximately 40 years, from the early 1960s to the early
2000s, a period when the two companies' strategic differences were evident.
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2. Data Collection

To deeply analyze the context of strategy execution, various types of data were collected.
First, primary sources included official annual reports and SEC filings (e.g., Form 10-K)
issued by both Walmart and Kmart during the relevant period (1962-2004). Furthermore,
historical and management philosophy-related materials posted on the companies' official
websites were used as reference material to supplement the context of past strategies.

Meanwhile, secondary sources included case studies published by Harvard Business School
and the Harvard Business Review, academic papers on retail distribution, court documents
related to the Kmart bankruptcy, and industry analysis reports(Bradley et al. 2002; Gilson &
Abbott 2009). These sources provided external evaluations and interpretations of strategic
choices and implementation outcomes, thereby ensuring the objectivity and validity of the
case comparisons.

To empirically analyze the financial results of strategy implementation, key annual
quantitative data from Walmart and Kmart were collected. In cases where data for certain
items were missing for some years, linear interpolation was applied to fill in the missing
values. Specifically, linear interpolation was applied only for periods where data for a given
year could not be obtained from official sources: for Walmart, selected items for 1963-1969,
1971-1974, and parts of 1976-1979; and for Kmart, similar items for 1963-1969, 1972-1974,
and parts of 1976-1979. Interpolated figures are indicated in <& 3> with an asterisk (x).

In the analysis of strategic transition points, interpolated figures were not used directly;
judgments were based solely on data confirmed from official sources. To complement the
limitations of interpolation, a Robustness Check using only officially confirmed data years
was conducted, confirming that the core analytical conclusions remain unchanged. <& 2>
and <& 3> summarize Walmart vs. Kmart's key events, store counts, and annual total
revenues between 1962 and 2004.

<Table 2> Key Events and Store Count Changes: Walmart vs. Kmart

Year Walél;l,ae:ttSKey Walrrg:)rl'ltnftore Kmart Key Events | Kmart Store Count
1962 First store opened 1 18 Kmart stores 18
(Rogers, Arkansas) opened
Listed on NYSE, - .
1970 first distribution 38 expliizggng:gan 800+
center opened
Expanded into Surpassed $7
1975 southern regions 125 billion in sales 1,200
Introduced
tech-based Became the largest
1980 inventory 276 U.S. retailer 1.800
management
Intensified
Opened the first competition,
1983 Sam's Club 600+ merger talks with 2,000+
Sears began
Completed national Sggt%acfe%nt
190 international enr Lo competitiveness 2400
y declined
En;ggeildg(?ggda Store count stable,
1995 strengthened 3,000+ strategic _confuswn 2.300
IT-based SCM persisted
Became the Lacked online
: trategy,
2000 worldts _llargest 3.989 Corrfpgiit?\%ness 2,165
retaiier weakened
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Walmart K Walmart St
Year aé?,aents 7 ang:)unt ore Kmart Key Events | Kmart Store Count
- . Filed for
$218 billion in
bankruptcy
2002 reventue, 4,706 4,706 protection 1,500
stores (Chapter 11)
Surpassed 5,000 Revenue decline
2004 stores, continued 5,000 continued, reduced 1,200
global expansion to 1,200 stores

Reference: Walmart Inc. Annual Reports (1962-2004); Kmart Corporation Annual Reports (1962-2004):
Transformco (n.d.); GlobalData (2022); SEC EDGAR Filings

<Table 3> Annual Total Revenue of Walmart vs. Kmart (1962-2004) (Unit: Million USD)

Year Walmart Total Revenue Kmart Total Revenue
1962 1 * 1,700 *
1965 9 * 3,100 =
1970 31 * 6,500 *
1975 340 * 7,000 *
1980 1,200 * 12,000 *
1985 8,400 * 23,000 *
1990 25,800 32,000
1995 93,600 34,000 *
1998 137,600 33,700 *
2000 165,000 36,000
2002 218,000 30,000 *
2004 256,000 28,000 *

Note: () indicates figures reconstructed from secondary sources.

Reference: Walmart Inc. Annual Reports (1962-2004); Kmart Corporation Annual Reports (1962-2004):
Harvard Business Review, Statista; Dazeinfo (secondary sources for historical reconstruction)

3. W-S Model Application Procedure

The W-S model application process consists of four steps. Step 1 involves deriving key
factors. A literature review identified key factors in the dimensions of environment (E),
resources (R), and subject (S). The weights for each factor were then determined based on
prior research and expert advice. Step 2 involved a time-series strategic analysis, which
chronologically arranged the two companies' strategic decisions and identified the starting
point for each factor's strengthening.

Step 3 involved quantitative analysis, which compared predicted and actual performance
by reflecting the weights and sequences over time. Sensitivity analysis assessed the impact
of weight changes on the results, verifying the robustness of the model. Step 4 involved
qualitative validation, cross-validating the quantitative analysis results with case studies and
industry reports. Any sudden performance changes not explained by the model were
supﬁlemented by qualitative factors such as management turnover and organizational
conflict.

4. Validity and Robustness

Validity was confirmed by comparing primary, secondary, and tertiary data through
triangulation to confirm factual relationships, distinguishing long-term trends from
temporary fluctuations through time series pattern analysis, and verifying the validity of the
interpretation through review by retail distribution industry experts. The definitions of
quantitative variables and the handling of missing values are detailed in Appendix C.

IV. Case Study - 87 -



1. Establishment and Early Growth Strategies of Kmart and Walmart

In 1962, two key players emerged in the American retail industry. Kmart, a modern
discount store model, was founded in Michigan by S.S. Kresge Company, a large chain. That
same year, Sam Walton opened the first Walmart in Rogers, a small town in Arkansas.

The two companies displayed distinct strategic differences from the outset. Kmart
leveraged its existing distribution network to pursue a strategy of large-scale stores (5,000
to 10,000 square meters) located outside of city centers and discounting branded products.
This was the dominant retail model at the time, aiming for rapid market penetration and
growth through economies of scale.

Walmart, on the other hand, targeted the niche market of small cities with populations
under 50,000. This was a strategic move to avoid the competitive environment centered on
large cities and establish a stable base in a relatively uncompetitive market. Sam Walton
personally piloted small planes to analyze small-town locations, thereby identifying market
opportunities overlooked by competitors.

2. The Turning Point of Governance Structure and Management System

Entering the 1970s, a critical difference emerged in the two companies' governance
structures. Kmart transitioned to a professional management system in 1977, strengthening
its centralized decision-making structure. While this was part of an organizational
restructuring aimed at achieving economies of scale, it actually led to frequent management
turnover and a decline in strategic consistency. During this period, the average tenure of
Kmart's CEO was only eight years. <Table 4> shows the tenure of Kmart's CEOs in the case
study.

<Table 4> Kmart CEO Tenure (1962-1995)

Start End T
CEO Name Yeaar Y:ar (Ye:ali,:; Major Career & Achievements

Harry B. 1962 1972 10 Last CEO of the founding era. Retired as

Cunningham Chairman and CEO in 1972

Robert E. Dewar 1972 1979 7 Became President in 1970. Retired as Chairman
and CEO in 1979

Bernard M. Fauber | 1980 1987 7 Promoted from Vice Chairman to Chairman and
CEO. Retired in 1987

Joseph E. Antonini | 1987 1995 8 Pursued aggressive diversification. Resigned due
to financial difficulties

Average 8 Increased instability after transition to
professional management

Reference: Kmart Corporation Annual Reports (1962-2004)

Walmart maintained a structure of ownership and management, with the Walton family,
the founders, participating in key decision-making. This structure enabled long-term project
execution and ensured stability, with an average tenure of 19 years for executives. In
particular, founder Sam Walton's “"always low prices" philosophy was deeply ingrained
throughout the organization. <Table 5> shows the tenure of Walmart's CEOs in the case
study.

<Table 5> Walmart CEO Tenure (1962-1995)

Start End Tenure
CEO Name Verr s (Yeats) Major Career & Achievements

Sam Walton 1962 1988 26 Founder. Established "Every Day Low Price"
philosophy. Built the Walton family ownership
system

David Glass 1988 2000 12 Continued Walton's philosophy. Expanded globally
and strengthened IT investment. Maintained close
ties with the Walton family

Average 19 Strategic consistency maintained through the
ownership management system

Reference: Walmart Inc. Annual Reporz‘s(]962—2004)8 8



3. Logistics Innovation: Direct Delivery Systems and Satellite Communications

Since the late 1970s, Walmart and Kmart adopted distinctly different approaches to
logistics innovation. In 1977, Walmart pioneered the direct delivery system, moving incoming
products directly onto delivery trucks rather than storing them in warehouses. This
innovation significantly reduced inventory storage costs and preserved product freshness.

In the 1980s, satellite communication systems, EDI, and barcode systems improved
inventory accuracy. Technological innovations, such as supply chain efficiency through data
integration platforms, accelerated. In contrast, Kmart clung to its traditional warehouse
sf}lrstelrélg gmd focused on consumer marketing, delaying the introduction of a POS system until
the S.

4. The Light and Shadow of Business Diversification Strategy

In the 1980s and 1990s, Kmart and Walmart demonstrated contrasting approaches and
outcomes in their diversification strategies. Kmart pursued diversification into unrelated
businesses, such as Waldenbooks (books), Sports Authority (1987), Builders Square (home
centers), Payless (shoes), and OfficeMax (1988). However, these ventures failed to generate
synergy with its discount store operations and instead resulted in resource diversification
and management confusion.

In contrast, Walmart adopted a diversification strategy that expanded the core
competencies of its existing discount store business. It successfully introduced Sam's Club,
a membership-based warehouse club, in 1983, and Supercenters with significantly expanded
food sections in 1988. This strategy effectively leveraged its existing logistics network and
purchasing power to generate significant synergy effects.

V. Strategic Analysis: The Fall of Kmart and the Success of Walmart

Launched simultaneously in 1962, the two companies faced starkly different outcomes 40
years later. Kmart filed for bankruptcy in 2002, becoming the largest bankruptcy in U.S.
retail history, while Walmart grew into the world's leading retailer. This chapter
systematically analyzes the causes of Kmart's decline and the factors behind Walmart's
success using the SER-M framework. Specifically, it compares the strategic choices and
execution of the two companies across four dimensions — subject, environment, resources,
and mechanism — to identify the key mechanisms by which the weaker overtook the
stronger.

1. The Fall of Kmart from a SER-M Perspective

Kmart's downfall was not a single strategic failure, but a structural problem stemming
from the breakdown of the organizational mechanisms supporting strategy execution and the
imbalance between SER-M elements. A case study by Harvard Business School found that
despite attempts at restructuring and asset sales following the intervention of ESL
Investments, Kmart failed to create synergies with its core businesses and lost its strategic
direction(Gilson & Abbott 2009). Analyzing the SER-M framework, a complex combination of
factors — actual instability of the company's leadership, failure to adapt to the environment,
inefficiency in resource allocation, and weakened execution mechanisms — continued to
weaken its competitiveness.

1) Subject: Breakdown of Strategic Consistency

As a subject, due to the breakdown of strategic consistency, Kmart had frequent CEO
changes since switching to a professional management system, and the average tenure was
only eight years. This hindered strategic consistency and the continuity of organizational
learning, preventing the inheritance of leadership philosophies and organizational culture.
According to Fama & Jensen's(1983) agency problem theory, this structure leads to
short-term performance-focused decision-making, making it difficult to implement long-term
investments and innovations.

2) Environment: Misjudgment of the Competitive Landscape

Environmentally, the company misjudged the competitive environment. While initially
effective, its location strategy centered on large cities became a vulnerability after the 1980s
due to intensifying competition and rising operating costs. Targeting high-income consumers
was also a strategic mistake, overlooking the changing consumption patterns and increasing
price sensitivity of the middle class. This led to a failure to strategically adapt to changing
circumstances. - 89 -



3) Resources: Failure of Strategic Resource Allocation

Regarding resource utilization, Kmart failed to strategically allocate resources, focusing
resources on marketing and external expansion rather than improving logistics systems. The
introduction of a POS system was delayed by more than a decade, and supply chain
efficiency fell short of the industry average. As Hamel & Prahalad(1994) emphasized, the
decline in core competencies stems from misallocation of resources, and Kmart is a case
study in which the company failed to secure long-term competitiveness.

4) Mechanism: Disconnect in the Execution System

The mechanism can be seen as a disconnect in the execution system. The unrelated
diversification strategy failed to create strategic synergy, and the lack of collaboration
between departments made integrated project execution difficult. The decision-making
structure was rigid, hindering on-site responsiveness. According to Mintzberg's(1983) theory
of mechanistic bureaucracy, this structure is a key factor hindering adaptability to change
and innovation capacity.

2. Walmart's Success Factors from a SER-M Perspective

Walmart is a prime example of a company that went beyond a simple low-price strategy
and organically combined strategic consistency and execution mechanisms to build a
sustainable competitive advantage. According to a case study by Harvard Business School,
Walmart dominated markets in less competitive smaller cities and secured customer loyalty
through its "everyday low price (EDLP)" philosophy and logistics innovation(Bradley et al.
2002). This strategy was realized through the alignment and interaction of the SER-M
elements.

1) Subject: Internalized Strategic Philosophy

Walmart maintained strategic consistency and organizational culture throughout the
26-year and 12-year tenures of founder Sam Walton and successor David Glass(History
Tools 2025). They internalized the core philosophies of "customer centricity" and "always low
prices" throughout the organization, enabling strategic consistency that remained unshaken
even by management turnover. Their long-term tenure enabled the accumulation of
organizational learning and execution routines, which in turn enhanced the stability and
reliability of strategy execution. This case empirically demonstrates the advantages of
ownership management, as suggested by Fama & Jensen(1983), namely, minimizing agency
problems and persevering with long-term investment.

The Walton family maintained a balanced governance structure, delegating appropriate
operational authority to professional managers while maintaining ongoing involvement in key
decision-making. In particular, large-scale long-term investments, such as the satellite
communications system in the 1980s, would have been difficult to approve under a
professional management system focused on short-term performance. The organizational
routines and learning outcomes emphasized by Nelson & Winter(1982) were effectively
achieved through the ownership-management system.

By establishing an "employee-first' organizational culture, the company treated employees
not as mere labor but as "Associates," partners with the company. The profit-sharing
system, introduced in 1971, gave employees a direct stake in the company's performance.
Specific behavioral principles, such as the "Sundown Rule" (replying to business requests
before sunset) and the "10-Foot Rule" (greeting customers within three meters), served as
mechanisms for transforming organizational culture into tangible action.

2) Environment: Superior Niche Market Strategy

From an environmental perspective, Walmart's most innovative strategic choice was to
target small cities with populations of less than 50,000, demonstrating the wisdom of
avoiding competition through a niche market strategy. This strategy, a classic example of
the "bypass strategy" proposed by Chen & Miller(1994), avoids direct conflict with established
competitors and preemptively captures overlooked market segments. From Porter's(1980)
perspective on competitive strategy, Walmart strategically selected an environment with the
most favorable industrial structure. This location strategy provided three key advantages:
first, it secured a cost advantage by reducing rent and labor costs by 30-40%:; second, it
generated stable profits in a monopolistic market environment due to the lack of
competition; and third, it built strong customer loyalty through close relationships with local
communities.

Walmart demonstrated its ability to anticipate and proactively respond to changes in the
market environment. During the economic downturn of the late 1980s, it accurately
captured the declining disposable income and increasing price sensitivity of the middle and
lower classes. Its "Every Day Low Price (EDLP)" strategy went beyond simple pricing policy
and was a strategic positioning strategy aimed at consumer sentiment in an era of economic
uncertainty. - 90 -



3) Resources: Logistics Innovation and Cross-Docking Revolution

The most prominent feature of Walmart's resource investment strategy was preemptive
and large-scale investment in logistics infrastructure. The cross-docking system, introduced
in 1977, was an innovative method of transferring incoming goods directly to delivery trucks
rather than storing them in warehouses. This reduced inventory holding costs by
approximately 80% and shortened the delivery cycle from once a week to three times a
week. This was a classic example of a valuable, rare, inimitable, and non-substitutable
resource, as suggested by Barney(1991). With an 85% ownership rate and an optimized
average delivery distance of 125 miles, the independent logistics fleet provided a
fundamental competitive advantage over Kmart, which relied on external logistics providers.

The proactive investment strategy in technological resources went beyond simple
automation and aimed to build an integrated ecosystem. The early introduction of a
computer system in 1972, the adoption of a barcode system in 1975, the establishment of a
satellite communications system in the 1980s, and the adoption of EDI in the 1990s
demonstrate a systematic and proactive technological investment sequence. The company's
consistent investment of more than 3% of sales in technological innovation stands in stark
contrast to Kmart, which was even 10 years late in implementing a POS system.

Walmart strategically allocated financial resources based on priorities, minimizing
advertising expenses and converting those costs into price competitiveness. The $24 million
invested in a satellite communication system in the 1980s led to significant cost savings in
the long term by enabling real-time monitoring of stores and trucks, immediate inventory
adjustments, and logistics optimization.

4) Mechanism: Related Diversification and Hub-and-Spoke Expansion

The strategy of diversification and synergy «creation through an excellent
execution-oriented organizational culture verifies the superiority of related diversification as
argued by Rumelt(1982). Sam's Club, launched in 1983, and Supercenter, introduced in 1988,
were related diversifications that directly utilized the core competencies of existing discount
store operations. These new formats created powerful new businesses by sharing existing
logistics networks, purchasing power, customer data, and operational know-how. From the
perspective of Prahalad & Hamel's(1994) core competency theory, Walmart expanded its core

competencies of '"low-cost logistics and operations,” "data-based decision-making," and
"supplier negotiation power" into new business areas.
Through organizational learning systems and continuous improvement, Walmart

established a culture of "learning through failure." By sharing and analyzing failure cases at
headquarters every Saturday morning, the entire organization prevented the same mistakes
from being repeated. From the perspective of Argyris & Schoén's organizational learning
theory, Walmart went beyond single-loop learning and practiced double-loop learning, which
involves reexamining fundamental assumptions. A data-driven decision-making culture was
fostered through the "Retail Link" data integration platform, analyzing 14 terabytes of data
daily.

<Table 6> presents the factors that led to Kmart's downfall and Walmart's success from
the SER-M perspective.

<Table 6> SER-M Perspective on the Fall of Kmart and the Success of Walmart

SER Type | Analytical Item Trap of the Strong (Kmart) Strategy of the Weak (Walmart)
Subject Governance Short-term pressures of Ownership and management;
Structure professional management; reduced | long-term focus; strategic
resource flexibility; decreased consistency; innovation and
motivation for innovation sustainability
Organizational Stagnant success formulas; Maintaining experimental spirit;
Culture resistance to change; learning flexible adaptation; continuous
gaps learning
Environm | Market Densely competitive areas; high Niche preemption: low competitive
ent Positioning operating costs; difficulty in intensity: clear differentiation
differentiation
Change Status quo tendency: insensitivity Innovation-oriented; predictive
Sensitivity to market changes: late response behavior: preemptive response
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SER Type | Analytical Item Trap of the Strong (Kmart) Strategy of the Weak (Walmart)
Resources | Resource Maintenance-oriented; short-term Investing in future capabilities;
Allocation marketing focus; insufficient strengthening technology base:
investment in innovation long-term projects
Pursuit of Incremental improvement. partial Fundamental innovation: system
Efficiency optimization; maintaining inertia optimization; paradigm shift

P({eferjencef Cho, D. S. (2007); Cho & Lee (1998); Seoul National University Mechanism Research Group
2006,

3. Strategic Sequencing: Comparing the Temporal Development of Walmart and
Kmart

One of the key factors that determined the success or failure of Walmart and Kmart was
the temporal sequencing of strategic choices and the differences in resource allocation
across stages. Walmart systematically shifted its strategic focus on SER elements according
to its growth stages, while Kmart repeatedly made sporadic and reactive choices at each
stage, without a consistent strategic direction. This section compares and analyzes the two
companies' strategic focuses and their outcomes across different periods using the
Weight-Sequence Model.

1) Start-up and Early Expansion (1962-1970): A Critical Point in Environmental Choice

In the early days of its environment (E)-centric strategy (1962-1969), Walmart strategically
invested heavily in proactively securing environmental factors. During this period, its niche
strategy, targeting small towns with populations under 50,000, offered three key advantages:
first, the lack of competition minimized entry barriers, allowing entry even with limited
resources; second, lower operating costs compared to large cities provided a foundation for
price competitiveness; and third, a stable profit base created long-term investment capacity.

From its inception, Kmart committed a strategic miscalculation in environmental selection
through aggressive expansion focused on large cities (1962-1970). Building on its existing
distribution network of S.S. Kresge Company, Kmart opened its first store in 1962 and
expanded nationwide to over 500 by 1970. While this aggressive expansion led to short-term
gains in market share and sales, it also presented structural vulnerabilities: the city-centric
strategy exacerbated operating costs, undifferentiated expansion intensified price
competition, and the rapid pace of expansion led to a focus on scale over profitability per
store.

2) Growth and Capacity-Building (1970-1980): The Light and Dark Side of Resource
Investment

After securing a stable market base, Walmart shifted its strategic focus to resource (R)
accumulation (1970-1979), focusing on logistics and technological infrastructure. In 1970,
Walmart established its first distribution center in Bentonville, Arkansas, beginning the
development of its own logistics network. In 1977, it introduced the industry's first
cross-docking system. This resulted in an 80% reduction in inventory holding costs and a
shortened delivery cycle from once a week to three times a week. By establishing its own
trucking system, Walmart increased its self-transportation ratio to 70% by 1979.

Kmart invested heavily in the resource (R) element during this period (1971-1980),
focusing on marketing-focused, superficial investments. It focused on short-term marketing
expenses such as store interior design, advertising, and promotions rather than improving
logistics infrastructure. In 1976, it boasted 1,647 stores — the largest number in the
industry — but profitability per store was stagnant. The transition to a professional
management system in 1977 intensified pressure for short-term performance.

3) Organizational Integration and Cultural Settlement (1980-1990): Differences in
Strengthening the Subject

Walmart strengthened its execution capabilities through subjectivity (S) (1980-1989). In the
1980s, it significantly balanced its strategic weighting of environment (E), resources (R), and
subject (S). This period marked a shift in strategic focus from hardware (infrastructure) to
software (culture and people). The company significantly expanded its profit-sharing
program, introduced in 1971, to provide an average of $7,000 in compensation to long-term
employees. In the early 1980s, the company invested $24 million in a satellite
communications system. By 1987, it had grown to 1,198 stores, ranking third in the
industry, with sales reaching $15.8 billion.
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management. While it seemingly maintained balanced allocations of E, R, and S, in reality it
exhibited a lack of strategic consistency — a phenomenon of "reversion to the mean." By
1990, the company operated 13 different retail formats, but there was little synergy between
them. Although the company belatedly began implementing a POS system in 1989, it was
already more than a decade behind Walmart in technology.

4) Maturity and Outcomes Bifurcation (1990-2002): Identifying Winners and Losers

The performance divergence observed in this period cannot be fully explained by internal
strategic differences alone. The 1990-1991 economic recession severely constrained the
spending capacity of Kmart's core customer base of low-to-middle income households, while
Kmart's resource structure, fragmented by unrelated diversification, was structurally more
vulnerable to external shocks. In contrast, Walmart's EDLP strategy and efficient supply
chain provided a structural buffer against economic fluctuations. Nevertheless, internal
strategic failures — delayed logistics investment, unrelated diversification, and the absence
of strategic consistency — are supported as primary causes. Therefore, this study interprets
macroeconomic factors as accelerating factors in Kmart's decline, while attributing the root
causes to strategic failures across the SER-M elements.

Walmart achieved integrated expansion and global leadership (1990-2002) through
balanced investments in E, R, and S. Walmart began full-scale global expansion in 1991,
beginning with Mexico, and expanded into Canada, China, and Brazil by 1997. In 1997,
Walmart achieved annual sales of $104.8 billion, surpassing $100 billion for the first time. In
2000, it opened its Retail Link platform to suppliers, establishing an innovative collaborative
model for sharing real-time sales data. By 2002, Walmart operated 4,414 stores with annual
revenues of $244.7 billion and an operating profit margin of 5.9%.

Kmart maintained average allocations of E, R, and S throughout the 1990s but failed to
find a breakthrough in any area. Walmart overtook Kmart in sales in 1990. By 1995,
Kmart's sales reached $34.4 billion while Walmart's reached $93.6 billion. In January 2002,
Kmart filed for Chapter 11 of the U.S. Bankruptcy Code, with $17 billion in debt,
immediately closing 283 stores and laying off 67,000 employees.

A comparison of the temporal evolution of Walmart and Kmart through strategic
sequencing is summarized in <Table 7> and <Table 8>.

<Table 7> Strategic Weight Analysis of Walmart by Period (Based on the Weight-Sequence

Model)
Period Environment Resources Subject Strategic Outcome
Focused on
1962-1969 High Medium Low small-town niche
markets
_ . . Built logistics/IT
1970-1979 Low Very High Medium infrastructure
Balanced
1980-1989 High High High capability
development
. . . Executed
1990-2002 Very High High Very High integrated strategy

Reference: Cho, D. S. (2007). Cho & Lee (1998); Koo & Lee (2008): Walmart Inc. Annual Reports
(1970-2002); Kmart SEC Filings: Statista (2025). GlobalData (2022)

<Table 8> Strategic Weight Analysis of Kmart by Period (Based on the Weight-Sequence

Model)
Period Environment Resources Subject Strategic Outcome
Overexpansion in
1962-1970 Medium High Low metropolitan
markets
. . . Pursued unrelated
1971-1980 Medium High Medium diversification

- 93 -



Period Environment Resources Subject Strategic Outcome

Relied on

fessional
1981-1990 Medium Medium Medium Management

system

Failed

1991-2002 Medium Medium Medium restructuring

Note: Kmart's Environment (E) weight remained "Medium" throughout all periods because the company

largely maintained its initial store locations (major urban outskirts) without significant revision. In

contrast, Walmart executed a clear environmental transition sequence — small towns — suburbs —

global — showing meaningful changes in environmental weight at each stage.

Source: Cho, D. S. (2007); Cho & Lee (1998); Koo & Lee (2008); Walmart Inc. Annual Reports
(1970-2002); Kmart SEC Filings: Statista (2025); GlobalData (2022)

VI. Conclusion

This study systematically analyzes the reasons behind the starkly different outcomes of
Kmart and Walmart, which launched simultaneously in 1962, one facing bankruptcy and the
other achieving global leadership 40 years later, using the SER-M framework and the
Weight-Sequence Model. The analysis is ex-post and explanatory in character. The observed
relationships between strategic elements and corporate performance are methodologically
better interpreted as covariation rather than causation. To reinforce narrative causality, this
study: (1) examines the performance trajectory of Walmart before and after its logistics
innovation in the early 1970s through time-series comparison: (2) analyzes the temporal
sequence between Kmart's unrelated diversification and its profitability decline: and (3)
partially compares firms that adopted similar strategies but ultimately failed (e.g.,
early-stage Target and Ames Department Stores). Statistical causal verification remains a
task for future research.

1. Key Research Findings

The most important finding of this study is that Walmart's success stemmed not from
random selection but from systematic strategic sequencing. In the initial environmental
selection phase, Walmart established a foundation for survival by entering niche markets to
avoid competition. In the resource-building phase of the growth period, it built a foundation
for competitiveness through preemptive investments in logistics and technological
infrastructure. Subsequently, in the integration phase, it focused on developing
organizational culture and human resources. In the expansion phase, it achieved sustainable
growth through the integrated synergy of SER elements.

Another important finding is that governance structure determines the consistency of
strategy execution. Walmart's ownership and management system maintained an average
CEO tenure of 19 vyears, enabling patience and strategic consistency in long-term
investments. In contrast, Kmart's professional management system, with an average CEO
tenure of only eight years, led to decisions that undermined strategic consistency. This
clearly demonstrates the impact of agency problems, as proposed by Fama & Jensen(1983),
on actual corporate success and failure.

This study also clearly revealed that qualitative differences in resource investment
determine long-term competitiveness. Walmart proactively invested in logistics and
technology infrastructure, establishing what Barney(1991) called valuable, rare, inimitable,
and irreplaceable resources. Its cross-docking system, satellite communication network, and
data integration platform became sources of competitive advantage that were difficult to
replicate in the short term.

Another important contribution of this study is that mechanisms are key to connecting
SER elements. Walmart's related diversification — Sam's Club and Supercenter — effectively
leveraged its existing logistics network and purchasing power to create synergy. Its central
expansion model, rapid decision-making structure, organizational learning system, and
data-driven decision-making culture functioned as mechanisms that organically connected
actors, environments, and resources.

2. Theoretical Contributions
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have limited themselves to static element comparisons, this study combines the
Weight-Sequence Model to develop a dynamic framework that analyzes changes in the
weights and order of strategic elements over time. This provides systematic guidance on
which strategic elements a company should focus on at each stage of its growth.

Another significant theoretical contribution is the presentation of an integrated model for
the mechanisms of underdog reversal. While previous studies have explained competitive
advantage through individual theories such as niche market strategy, resource-based view,
and dynamic capabilities, this study integrates these theories within the SER-M framework
and adds a temporal context to build a model that comprehensively explains the process by
which underdogs overturn the strong.

Another unique contribution of this study is its identification of the mediating role of
mechanisms. It empirically demonstrates that mechanisms, which have received relatively
little attention in previous research, are key elements in creating sustainable competitive
advantage by connecting actors, environments, and resources.

3. Practical Implications

The following practical implications are exploratory insights derived from a
single-industry, two-firm case study in the U.S. retail sector. Before applying them as
universal prescriptions, boundary conditions such as industry type, market maturity,
regulatory environment, and firm size must be carefully reviewed. In particular, the
applicability of these insights to Korean and Asian SME contexts must be verified through
separate empirical research.

This study suggests that early-stage, underperforming companies — startups, SMEs, and
new entrants — should focus on choosing competitively avoidant environments. They should
identify niche markets where they don't directly compete with established players and select
markets where low operating costs allow for price competitiveness.

As companies enter the growth phase, they must focus on building differentiated core
competencies. They must proactively invest in inimitable resources and capabilities,
prioritizing long-term infrastructure over short-term marketing efforts. Maximizing
operational efficiency through technology and systems, and establishing a unique logistics
and supply chain system are the foundations for competitive advantage.

During the integration phase, strengthening organizational culture and human resources
becomes crucial. It is essential to establish clear corporate values and principles of conduct,
and establish systems that foster a sense of ownership and engagement among employees.
Establishing a culture of learning from failure and continuous improvement, along with a
long-term human resources management strategy, ensures organizational sustainability.

Once reaching the expansion stage, balanced development and synergy creation must be
pursued. Core competency-based diversification must be pursued and a systematic
expansion model centered on core hubs must be implemented. Advancing data-driven
decision-making systems and integrating sustainable management and stakeholder value are
key to securing global competitiveness.

However, the binary conclusion that owner-management is superior to professional
management must be interpreted with caution given the limitations of a single-industry,
two-firm study. The observation in this study is better understood as an exploratory
proposition: that owner-management proved particularly advantageous in the retailing
industry's specific capital recovery structure, where returns on large-scale logistics
infrastructure investment materialize over an extended period.

4. Limitations and Future Research Directions

This study analyzed the effectiveness of strategic sequencing by applying the SER-M
framework and the W-S model, focusing on the representative cases of Kmart and Walmart.
However, several limitations exist. Because this study focused on two U.S. retail companies,
further validation is needed to determine whether the findings are equally applicable to
other industries and countries. In particular, the relative importance of SER-M elements and
sequencing patterns may differ in technology-intensive industries, regulated industries, and
emerging markets.
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model. While the weights were determined through literature review and expert consultation,
the possibility that some of the researcher's interpretations were reflected cannot be ruled
out. Furthermore, some data from the 1970s and 1980s were obtained using linear
interpolation due to the lack of official data. The possibility of survivorship bias is also
acknowledged as a limitation of the study.

To overcome the limitations of this study and advance the theory, the following follow-up
research is recommended. Comparative studies across various industries and regions are a
priority, including exploring the applicability of the model to Asian markets such as Korea,
China, and Japan. Refining quantitative methodology is also critical, including the use of the
Delphi technique, hierarchical analysis, or machine learning algorithms to determine
weights. Reexamining the SER-M model in the era of digital transformation is also an urgent
research topic.

* k%

The 40-year journey of Kmart and Walmart, both launched in the same year, 1962, is not
a simple story of success and failure. It is a vivid textbook of management strategy,
demonstrating how strategic choices determine a company's fate and how the weak can
overcome the strong. Walmart's success was no accident — it was the result of systematic
strategic sequencing: selecting the right battleground, preemptive investment in logistics and
technology, systematic development of organizational culture, and the establishment of
mechanisms that organically connect all these elements. Kmart's decline stemmed from the
combined failures of all SER-M elements: short-term performance pressures, a rigid strategy
focused on large cities, delayed logistics investments, and unrelated diversification.

The most important lesson this study suggests is that the weak must fight differently from
the strong. With limited resources, the weak cannot fight on all fronts simultaneously.
Instead, they must find niches to avoid competition, build inimitable core competencies,
establish a clear organizational identity, and gradually expand their capabilities.

Note: This paper utilized Claude Al (Anthropic, 2025) for sentence refinement and
readability improvement of the English manuscript.
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Appendix A. SER-M Framework Components and Theoretical Background

<Table Al1> SER-M Framework Components and Theoretical Background

Component Definition Key Variables & Examples Theoretical Basis
Subject Elements related to CEO replacement, Cho (2007); Seoul National
dec‘ision—making decision-making structure, University Mechanism Research
entities, such as organizational culture Group (2006)
governance structure,
leadership, and
organizational culture
Environment | Market environment Target customers, Cho & Lee (1998)
and competitive context | geographic market, and
selected by the firm competitive intensity
Resources Tangible and intangible | Technology, systems, Cho (2007): Koo & Lee (2008)
assets owned and financial resources, human
utilized by the firm resources
Mechanism Organizational systems | Performance management Seoul National University
and processes that systems, learning Mechanism Research Group
connect and execute mechanisms, and innovation | (2006)
Subject, Environment, systems
and Resources

Appendix B. Components and Theoretical Background of the
Weight-Sequence Model

<Table B1> Components and Theoretical Background of the Weight-Sequence Model

Component Definition Measurement Indicators Theoretical Basis
Weight Resource allocation Investment ratio (%), Miller & Friesen (1984)
ratio for each SER Executive time allocation, Organizational Life Cycle
element at a given time | Organizational capability Theory
focus
Sequence Temporal deployment Strategy transition points, Quinn & Cameron (1983)
order of SER elements Stage-wise priorities, Effectiveness Criteria Theory
Cumulative effects
Transition Points where strategic Performance inflection Kazanjian (1988) Dominant
focus shifts points, Organizational Problem Theory
structure changes,
Investment pattern changes
Synergy Interaction effects Integrated performance Cho (2007); Cho & Moon (2022)
among SER elements indicators, Cross-effects, SER-M Integrated Theory
Cumulative competitive
advantage

Appendix C. Quantitative Variables and Missing Data Handling

<Table C1> Quantitative Variables and Missing Data Handling

Variable Name

Definition &
Measurement Criteria

Source

Missing Data Handling

Total Revenue

Annual total revenue
(in million USD)

Walmart Inc.
Annual Reports:
Kmart
Corporation
Annual Reports:
SEC Filings;
Statista; Dazeinfo

Linear interpolation (based on
consecutive years)

Operating
Profit

Profit from operating
activities (in million
USD)

Walmart Inc.
Annual Reports;
Industry analysis

report

Linear interpolation or the average of
adjacent years




Variable Name

Definition &
Measurement Criteria

Source

Missing Data Handling

Total Assets

Total asset size held by
the company (in million

USD)

SEC Filings:
Statista

Supplemented using the average of
adjacent years

Store Count

Number of stores in
operation during the

year

Walmart Inc.
Annual Reports:

GlobalData (2022):

DemandSage;
Kmart:
Transformco;

SEC Filings

Linear interpolation or industry
report-based estimation

Growth Rate

Year-over-year revenue
growth rate (%)

Self-calculated
(based on total

revenue)

Applied the average growth rate
excluding missing years

Market Share

Retail market share in
the given year (%)

Industry analysis
reports;
IBISWorld;

Statista

Used estimates; excluded if
interpolation not possible

Reference: Walmart Inc. Annual Reports (1962-2004); Kmart Corporation Annual Reports and SEC Form

10-K filings (1962-2004); Transformco (n.d.): GlobalData (2022); DemandSage. Statista:; Dazeinfo:

IBISWorld
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Abstract

How the Underdog Defeats the Strong: Strategic Analysis
through SER-M Framework

— Kmart's Decline and Walmart's Success Strategies —

seakun Oh" - yongtack Min™

Kmart and Walmart both launched their discount store businesses in 1962, yet 40 years later
they faced starkly different fates: Kmart filed for Chapter 11 bankruptcy in January 2002 — the
largest retail bankruptcy in U.S. history — while Walmart had grown into the world's leading
retailer, recording annual revenues of $218 billion. This study systematically analyzes the
strategic divergence between these two firms through the SER-M framework and the
Weight-Sequence Model (W-S Model), a dynamic analytical tool newly proposed in this research.

The SER-M framework, developed by Cho(2007), explains corporate strategy through four
dimensions: Subject (governance structure, leadership, and organizational culture), Environment
(market selection and competitive positioning), Resources (logistics, technology, and financial
assets), and Mechanism (decision-making systems, learning routines, and diversification logic).
The W-S Model extends SER-M by tracking how the relative weight assigned to each of these
elements shifts across four growth stages — start-up, growth, integration, and expansion —
enabling a time-series analysis of strategic sequencing.

Three research questions guide the analysis: (RQ1) How did the strategic sequencing of Walmart
and Kmart differ across their respective growth stages? (RQ2) Which SER-M element carried a
relatively higher weight at each stage, and how did that ordering relate to corporate
performance? (RQ3) In the process of a weaker firm's competitive reversal, how does the
Mechanism (M) connect the S, E, and R elements to create sustainable competitive advantage?

The analysis reveals that Walmart's success stemmed from four mutually reinforcing strategic
choices. First, an Environment-first approach in the start-up phase (1962-1969): by targeting
small towns with populations below 50,000, Walmart avoided direct competition, reduced operating
costs by 30-40%, and secured a stable revenue base. Second, intensive Resource investment
during the growth phase (1970-1979): the industry-pioneering cross-docking system (1977) cut
inventory holding costs by 80%, and a proprietary trucking fleet achieving 85% self-ownership
provided an inimitable logistics advantage. Third, Subject strengthening during the integration
phase (1980-1989): the founder's "Every Day Low Price" philosophy was institutionalised through
profit-sharing, the Sundown Rule, and the 3-Metre Rule, while a $24 million investment in
satellite communications enabled real-time inventory control. Fourth, balanced S-E-R
development during the expansion phase (1990-2002): global expansion, the Retail Link data
platform, and ESG integration drove explosive growth, with annual revenues reaching $244.7
billion by 2002.

Kmart, by contrast, exhibited a persistent "reversion to the mean" across all four stages —
allocating moderate resources to all SER-M elements without achieving excellence in any. Key
failure drivers included: a professional management system averaging only eight-year CEO
tenures, which undermined strategic consistency; a metropolitan location strategy that elevated
operating costs; a ten-year delay in POS system adoption: and unrelated diversification into
Waldenbooks, Sports Authority, Builders Square, and OfficeMax, which dispersed resources and
destroyed synergies.

Theoretically, this study makes three contributions. It dynamically extends the SER-M
framework through the W-S Model. It proposes an integrated model of the underdog-reversal
mechanism by synthesising niche-market strategy, the resource-based view, and dynamic
capabilities within a temporal SER-M context. And it identifies the mediating role of Mechanism
(M) in connecting S, E, and R to generate sustained competitive advantage. Practically, the paper
presents a four-stage strategic roadmap for start-ups, SMEs, and new entrants facing asymmetric
competition.

The study acknowledges several limitations: the generalisability of single-industry findings,
potential subjectivity in weight determination, incomplete control for macroeconomic variables,
and survivorship bias. Future research should extend the W-S Model across industries and
regions, derive weights using the Delphi technique or AHP, and apply structural equation
modelling to test causal relationships among SER-M elements.

Keywords: SER-M Framework, Weight-Sequence Model (W-S Model), Strategic Sequencing,
Asymmetric Competition, Underdog Strategy, Walmart, Kmart, Sustainable Competitive Advantage
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Abstract

This study adopts a focal-case-centered qualitative theory-refining case study design to
examine how Samyang Foods, a late-entrant Korean food company, achieved a
competitive position shift in domestic and global markets through its flagship brand,
Buldak Bokkeum Myun, and to interpret this process through contrastive comparison with
the incumbent firm Nongshim. To this end, the study applies an integrated analytical
framework linking the Resource-Based View (RBV), the SER-M model (Subject—
Environment-Resource-Mechanism), and the Weight & Sequence Model (WSM). The
findings suggest that Samyang Foods achieved a competitive position shift from a
late-entrant position through the combination of digital content-based viral marketing,
emotionally grounded fandom formation, agile product innovation, and staged resource
concentration guided by WSM. By contrast, Nongshim tended to maintain traditional
marketing and quality-centered strategies, while gradually strengthening digital and
content-linked initiatives in later periods. Through the contrastive comparison of the two
firms, the explanatory power of the integrated RBV-SER-M-WSM framework becomes
clearer, and its enabling conditions and boundary conditions are interpreted more
systematically. This study contributes theoretically by refining the process mechanism of
late-entrant competitive position shift through the integrative linkage of existing theories.
Practically, it provides an analytical framework for designing strategic weight and
execution sequence when small and medium-sized enterprises enter global markets under
resource constraints. As a focal-case-centered qualitative study, however, the scope of
analytic generalization remains limited, and future research should incorporate
quantitative approaches and multi-case comparisons. In addition, longitudinal research is
needed on changes in competitive dynamics arising from incumbents’ strategic learning

from late entrants.

Keywords: Late-entrant strategy. digital marketing; fandom strategy; SER-M model; WSM
model; Buldak Bokkeum Myun; K-Food; theory refinement; process analysis.

I. Introduction

1.1. Research Background and Rationale

Incumbent market leaders have traditionally secured advantages through vast resources
and infrastructure. However, when slow to respond to change or when organizational agility
is compromised, such firms frequently create openings for challengers. In particular, small
and medium-sized enterprises leveraging emotional engagement, digital content, and agile
product innovation have increasingly emerged as challengers to established incumbents.
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In the Korean ramen market, Nongshim occupied the dominant leadership position, while
Samyang Foods ranked third behind Nongshim and Ottogi (Nongshim, 2024; Samyang Foods,
2024). Yet the digitalization and globalization of the 21st century are fundamentally
transforming existing industry structures.

The launch and subsequent success of Buldak Bokkeum Myun at Samyang Foods, then a
non-leading player in the market, represents one of the most salient examples of these
trends. As of 2024, Samyang Foods' overseas sales ratio stands at 77.3%, and the single
brand Buldak Bokkeum Myun exceeded KRW 1 trillion in revenue (Financial News, 2025). In
May 2024, Samyang Foods surpassed domestic market leader Nongshim in market
capitalization, marking a symbolic competitive position shift (ETtoday, 2024).

1.2. Research Objectives

This study aims to analyze the process and conditions through which Samyang Foods
achieved a competitive position shift from a late-entrant position through Buldak Bokkeum
Myun, and to theoretically refine the strategic structure and execution mechanism
underlying that shift. Specifically, this study pursues the following objectives.

First, to refine the integrative linkage logic of three theoretical frameworks — RBV, the
SER-M model, and WSM — and to apply them to the Samyang Foods case to analyze the
late-entrant competitive position shift mechanism in a process-centered manner.

Second, to derive the enabling conditions and boundary conditions of the integrated
framework through contrastive case comparison with Nongshim, and to explore the scope of
analytic generalizability and implications within limited bounds.

Third, to present a practical analytical framework that small and medium-sized enterprises
can use to establish strategic weight and execution sequence when entering global markets

with limited resources.

1.3. Research Questions

In this study, a competitive position shift refers not to a complete reversal of total
revenue-based market dominance, but to a transition in which a late entrant comes to
surpass or substantially threaten the incumbent in terms of profitability (operating profit
margin), capital market valuation (market capitalization), global brand expansion (overseas
revenue share), and strategic momentum (growth rate). Accordingly, Samyang Foods'
competitive position shift in this study encompasses the substantive changes in competitive
dynamics observable across these composite criteria, even as Nongshim maintains
advantages in total revenue and domestic market share.

This study is guided by the following three research questions:

RQl. How were the core resource combinations and strategic weight and execution
sequence that enabled Samyang Foods' competitive position shift formed and combined?
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RQ2. How does the RBV - SER-M - WSM integrated analytical framework explain the
process mechanism of a late entrant's competitive position shift, and what theoretical
refinement does the linkage of the three theories provide?

RQ3. How do the enabling conditions and boundary conditions of the mechanism emerge
through contrastive case comparison with Nongshim?

II. Theoretical Background

2.1. Prior Literature on Late-Entrant Strategy

Kim and Mauborgne's (2005) Blue Ocean Strategy emphasized the importance of creating
new market spaces free from competition. Rather than benchmarking competitors,
successful firms redefine the competitive elements of an industry, pursuing strategies that
dissolve existing market boundaries through value innovation.

Chen and Hambrick (1995) studied the conditions and performance of competitive actions
taken by small firms against large ones, finding that small firms execute competitive actions
more rapidly though at smaller scale. D'Aveni's (1994) hypercompetition theory argues that
in rapidly changing competitive environments, a series of temporary advantages is more
realistic than sustained competitive advantage, with successful firms continuously destroying
and recreating their own advantages rather than resting on existing ones.

Core elements of challenger strategies include: first, agility — the organizational capability
to rapidly sense and respond to environmental change as defined by Lu and Ramamurthy
(2011). Second, emotion-based content: per Berger and Milkman (2012), content eliciting
high-arousal emotions is shared more frequently on social media, and challenger firms
strategically leverage such emotional stimulation. Third, fandom building — based on
Kozinets' (2001) concept of tribal marketing, forming community consciousness centered on
products. Fourth, digital channel utilization — overcoming the Ilimitations of mass
advertising by exploiting the interactivity, personalization, and real-time responsiveness of

digital marketing as analyzed by Kannan and Li (2017).
2.2. Resource-Based View (RBV) and VRIO Analysis

The Resource-Based View is a core theory in strategic management that holds competitive
advantage derives from the characteristics of internal resources rather than external
environments. Penrose (1959) defined the firm as "a collection of productive resources,"
arguing that firm growth is constrained by the limits of managerial resources and that the
same resources may be utilized differently across firms, generating performance differences.
Wernerfelt (1984) first systematized the RBV concept, arguing that viewing a firm as a

bundle of resources is more useful for strategic analysis than viewing it in terms of
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product-market position, and defining resources as all tangible and intangible assets
semi-permanently tied to a firm at a given point in time. It was Barney's (1991) research
that developed RBV into a complete theoretical system. Barney (1991) argued that for
sustainable competitive advantage, resources must simultaneously satisfy four conditions: @
Value, @ Rarity, @ Inimitability, and @ Organization — presenting an analytical framework
that would later develop into the VRIO framework. Three sources of inimitability are
identified: unique historical conditions, causal ambiguity, and social complexity.

2.3. SER-M Model: Concept and Application

2.3.1. Theoretical Foundation and Development Background of SER-M Model

The SER-M model is an integrated analytical framework developed and applied by Cho and
researchers in the field of strategic management (Cho & Lee, 1997: Cho, 2006: Cho & Moon,
2022), categorizing strategic structure into four elements: Subject, Environment, Resource,
and Mechanism. While Andrews (1971) defined strategy as the pursuit of fit between a firm's
internal resources and external environment, this analytical framework had the limitation of
insufficiently addressing dynamic interaction among elements and the execution process.

The SER-M model introduced Mintzberg's (1987) emergent strategy concept to overcome
this limitation. In this study, the SER-M model, as noted above, is utilized as an analytical
tool for interpreting the interactions among Subject, Environment, Resource, and
Mechanism, rather than as an independent theoretical system. Mintzberg (1987) emphasized
that actual strategy is a combination of deliberate and emergent strategies, and that
strategy formation and execution constitute a cyclical, dynamic process. The Mechanism (M)
element of SER-M is designed to enable systematic analysis of this dynamic interaction.

2.3.2. SER-M Application Methodology for Asymmetric Competition

The SER-M model provides an integrated framework for systematically analyzing a
challenger's competitive position shift against an incumbent. In Samyang Foods' case: on
the Subject (S) dimension, a strategic shift in leadership occurred: on the Environment (E)
dimension, favorable conditions of growing K-Food demand and SNS ecosystem development
were captured: on the Resource (R) dimension, content production capability, derivative
product development ability, and a global distribution network were held; and on the
Mechanism (M) dimension, challenge content activation, fandom building, and global
diffusion through challenge content combined with product localization enabled the firm to
position itself as one selling cultural experiences beyond mere product sales.

2.4. Weight & Sequence Model (WSM)
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The Weight & Sequence Model (WSM) is a strategy execution model for
resource-constrained firms that maximizes market impact by optimizing the relative weight
and sequence of strategy execution (Cho & Moon, 2022). The model complements the
limitation of existing strategy theories — which primarily focused on strategy content — by
systematizing the importance of the execution process and sequence.

WSM's theoretical foundations draw on Rumelt's (2011) Good Strategy framework and
Porter's (1996) concept of trade-offs for the Weight dimension — defining good strategy as
diagnosing challenges clearly and concentrating resources and actions to address them. The
Sequence dimension addresses in what temporal order strategic elements should be
executed. Moore's (1991) Technology Adoption Life Cycle provides important insights for the
Sequence concept, arguing that different marketing strategies are required at each stage.

2.5. Integrated Analytical Framework: The Linkage Logic of RBV - SER-M - WSM

In the integrated analytical framework of this study, RBV, SER-M, and WSM do not operate
as theories applied sequentially in separate stages. Rather, they function as an integrated
analytical system that explains the competitive position shift of a late entrant in a
complementary manner by addressing, respectively, the evaluation of resource conditions,
the interpretation of interactions among subject, environment, resource, and mechanism,
and the design of execution weight and sequence.

The theoretical refinement proposed in this study lies precisely in this integrative linkage:
the three frameworks are not treated as isolated explanatory tools, but as mutually
reinforcing analytical dimensions within a single process model of competitive position shift.
This constitutes the core theoretical refinement of the integrated framework presented by
this study.

2.6. Prior Research Review and Research Differentiation

Existing studies on late-entrant strategy have shown several limitations. First, many rely on

single-theory explanations and therefore fail to capture the complexity of strategy execution
processes. Second, much of the literature is heavily biased toward Western firm cases,
leaving insufficient room for the analysis of strategies grounded in cultural content such as
K-Food and K-Contents. Third, prior work has often focused on static resource-outcome
structures without adequately addressing the time-series process of strategy execution.
Fourth, relatively little attention has been paid to the enabling conditions and boundary
conditions of strategic mechanisms through contrastive comparison with incumbent firms.
This study differs from prior research in that it applies an integrated RBV - SER-M - WSM
framework, attempts theoretical refinement in the K-Food context, adopts a
process-tracing-based time-series analysis, and derives boundary conditions through a
contrastive case.
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I. Research Methodology

3.1. Research Design: Focal-Case-Centered Qualitative Theory-Refining Case Study

This study is designed as a focal-case-centered qualitative, theory-refining case study, with

Samyang Foods as the focal case and Nongshim as the contrastive case. Yin (2018) presents
case study research as an appropriate design for the in-depth analysis of contemporary
phenomena in context, particularly suited for answering "how" and "why"' questions.
Following Bennett and Checkel (2015), process tracing is employed to interpret and refine
the mechanism through which a particular outcome unfolded over time. Accordingly, the
study does not seek statistical verification: rather, it aims at the interpretive elucidation of
the mechanism underlying late-entrant competitive position shift. The unit of analysis is
firm-level strategic behavior and competitive position change centered on Samyang Foods'
Buldak brand.

3.2. Case Selection Rationale
3.2.1. Samyang Foods: Justification as an Extreme Case

Flyvbjerg (2006) argues that extreme case selection can contribute to analytic
generalization, as extreme cases — where phenomena appear particularly prominently or
dramatically — offer the advantage of enabling the clearest observation of mechanisms. The
Samyang Foods Buldak Bokkeum Myun case holds justification as an extreme case in the
following respects: @ a third-ranked challenger achieved competitive position shift within 12
years — threatening or surpassing the incumbent in profitability, market capitalization, and
overseas revenue share: @ overseas revenue share surged from 6.7% (2012) to 77.3% (2024):
® a single brand (Buldak Bokkeum Myun) achieved KRW 1 trillion in annual revenue; and
@ global fandom was formed through wuser generated content without advertising

expenditure.
3.2.2. Nongshim: Role and Design Logic as Contrastive Case

The rationale for selecting Nongshim as the contrastive case is: @ high contextual
similarity as a competitor in the same market; @ the ability to compare the situation in
which an incumbent's resource advantage becomes rather a constraint on change
(path-dependency): @ the capacity to interpret comparatively the conditions under which
incumbent path-dependency operates as a constraint, and through contrast with Samyang
Foods' strategic pathway, to interpret more clearly the enabling conditions and boundary
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conditions of the mechanism. Nongshim was selected as the most contrasting reference
point with Samyang Foods in terms of scale, brand dominance, and historical standing as
the representative incumbent of the domestic ramen market. While Ottogi could also serve
as a meaningful comparison, this study focuses on the contrast with Nongshim as providing
the sharpest illustration of the incumbent-challenger dynamic.

3.3. Analytical Framework and Propositions
3.3.1. Analytical Proposition 1 (Related to RQ1)

Samyang Foods' competitive position shift is enabled not by the absolute volume of any
resource, but through the strategic combination of VRIO-satisfying resources and
weight-and-sequence-based execution guided by WSM.

3.3.2. Analytical Proposition 2 (Related to RQ2)

Analytical Proposition 2 (Related to RQ2): The integrative linkage of RBV, SER-M, and WSM
functions as a useful analytical framework for interpreting the process mechanism of a late
entrant’s competitive position shift, insofar as resource condition analysis, the interpretation
of subject-environment-resource-mechanism interactions, and the design of execution
weight and sequence operate as complementary analytical dimensions within a single
integrated process model. This proposition is not intended for statistical testing: rather, it
serves as an analytic referent for interpretively refining the process mechanism through
qualitative process tracing.

3.3.3. Analytical Proposition 3 (Related to RQ3)

The explanatory power of the RBV - SER-M - WSM integrated framework is stronger when

(a) the management subject exhibits strong strategic will and field leadership, (b)
environmental changes are interpreted as opportunities rather than risks, (c¢) resources are
concentrated on a core brand or concept, and (d) a cross-functional execution structure is
in place. Conversely, resource-abundant incumbents with low strategic focus and slow
execution may cede partial competitive position — a boundary condition driven by
path-dependency (Arthur, 1989). These propositions are not intended for statistical testing:
rather, they serve as analytic referents for the interpretive refinement of the process
mechanism.

IV. Case Analysis I: Samyang Foods’ Competitive Position Shift Process
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4.1. Company Overview and Competitive Environment

Samyang Foods launched South Korea's first instant ramen in 1963, establishing itself as a
market pioneer (Samyang Foods, 2024). However, through the 1980s-1990s, Nongshim,
Ottogi, and other competitors rapidly expanded market share through aggressive product
development and marketing strategies, and Samyang Foods gradually lost its former #1
image. The 1989 'lard scandal" (Joongang Ilbo, 1989) dealt a decisive blow to brand
credibility, and Samyang Foods subsequently carried a negative image for an extended
period.

In this crisis context, Samyang Foods launched "Buldak Bokkeum Myun" in 2012 as a
strategic breakthrough. Initially an experimental product, its differentiated concept of
"extreme spiciness" stimulated the curiosity of younger consumers and spread naturally
through SNS and YouTube content. Having succeeded in converting the act of eating itself
— beyond the flavor alone — into content, Buldak Bokkeum Myun rapidly spread by word of
mouth domestically and internationally, generating unprecedented resonance. Thereafter,
Samyang Foods expanded Buldak Bokkeum Myun from a single product into a brand
category, launching diverse derivative series such as Carbonara Buldak and Cheese Buldak.
In overseas markets especially, executing a strategy of fandom-based demand creation
rather than simple export, it succeeded in overcoming its past negative image and
re-establishing itself as a global brand.

[Table 1 : Samyang Foods' Key Financial Indicators and Market Share (2012-2024)]

Operating
Revenue Export Market
Year (100M KRW) Income Ratio (%) Share (%) Key Features
(100M KRW)
2012 3,258 76 6.7 13.8 Buldak launch, recovery
2014 3,146 97 7.1 133 SNS expansion begins
2016 3,593 253 25.9 10.7 Export acceleration
2018 4,694 551 42.6 12.2 Product diversification
2021 6,420 654 60.5 10.8 Overseas sales surge
2022 9,090 904 66.6 17.0 Miryang Plant 1 operation
2023 11,929 1,475 67.8 18.0 -
2024 17,280 3,446 77.3 18.7 Market cap exceeds Nongshim

Data source: Samyang Foods annual business reports (2012-2024) and Hanwha Investment
& Securities Report (2024).

A particularly notable feature of Table 1 is the dramatic shift beginning in 2016, coinciding
with the point at which Buldak Bokkeum Myun began going viral on global SNS — after
which revenue and overseas share increased at an accelerating pace. Revenue grew 4.8x
from KRW 359.3 billion in 2016 to KRW 1,728.0 billion in 2024 over eight years. The
overseas revenue share reached 77% in 2024, the highest level among domestic ramen
manufacturers. Market capitalization stood at approximately KRW 5.7 trillion at the end of
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2024, having already surpassed Nongshim's from May 2024 onward.
A comparative analysis of key financial indicators for both companies is conducted in
Chapter V.

4.2. RBV Analysis: VRIO Evaluation of Core Resources and Capabilities

The Resource-Based View holds that resources must possess Value, Rarity, Inimitability,
and Organization to form sustainable competitive advantage beyond mere existence. Buldak
Bokkeum Myun satisfied all four elements, securing advantage in competition against the
incumbent.

Buldak Bokkeum Myun created value as a "content medium" that existing ramen could not
provide. Consumers could simultaneously enjoy the flavor while photographing and sharing
the act of eating itself, consuming a "story-based experience." This VRIO-based analysis of
Samyang Foods is rendered more clearly in contrast with Nongshim's resource conditions,
addressed in Chapter V §5.2.

A ramen product centered on extreme spiciness was extremely rare in the domestic and
global ramen market. Moreover, the structure for developing this into fandom was so rare
that comparable cases are difficult to find. The "blue ocean within the market" created by
Samyang Foods with Buldak Bokkeum Myun was an innovation that even competitors had
not anticipated.

While extreme spiciness itself may be imitable, the global fandom, SNS challenge culture,
and character utilization that Samyang Foods built are extremely difficult to replicate in the
short term. In particular, as consumer perception has become fixed on the brand as the
"originator" of mukbang content, late entrants may face barriers that are difficult to
overcome in terms of brand power within a short period.

Samyang Foods systematically organized a dedicated product development team, overseas
export team, and digital content marketing team for the Buldak series. This enabled it to
internally execute the cycle of "opportunity capture — product response — diffusion —

export expansion."

4.3. SER-M Analysis: Process Tracing of the Competitive Position Shift Mechanism

4.3.1. Subject: Executive Vice Chairman Kim Jeong-su and Management Transformation

The substantive innovation at Samyang Foods originated in the fundamental transformation
of strategic direction led by Executive Vice Chairman Kim Jeong-su. As daughter-in-law of
the late Honorary Chairman Jeon Joong-yun — who founded Samyang Foods in 1961 and
launched Korea's first ramen (Samyang Ramen) in 1963 (Green Post Korea, 2024) — Kim
became involved in management during the 1998 IMF financial crisis to save the family
business. Observing young people queuing before a spicy steamed chicken restaurant in
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Myeong-dong, Seoul in 2011, she identified market potential in extreme spiciness — a
discovery that captured how spiciness, for the younger generation, had become a cultural
content of challenge and play beyond mere taste. After directly visiting restaurants
nationwide and focusing approximately one year on R&D, she launched Buldak Bokkeum
Myun in 2012 (HanKyung Magazine, 2023).

Kim's innovative leadership continued after the product launch. Appearing directly on
YouTube channels in 2016, she understood the importance of digital marketing and
leveraged social media trends such as the "Buldak Challenge" to make the product a global
icon. Upon returning to management in 2021 after a 2020 departure, Kim immediately also
assumed the role of Head of Overseas Sales, practicing field-centered global management
with 100-120 days of overseas travel annually.

In conclusion, the Subject transformation at Samyang Foods was not merely a management
change but a paradigm shift in strategic thinking. The extreme spiciness concept could only
be realized under the second-generation management regime: the combination of Kim's
consumer-centered insight, understanding of the digital era, and bold execution ability
drove the transformation from conservative stability-seeking to innovative challenge-taking
— the decisive catalyst for the birth of 'Buldak Bokkeum Myun' as a game-changer.

4.3.2. Environment: The K-Contents Ecosystem and Global Spiciness Trend

The environment in which the Buldak Bokkeum Myun strategy unfolded was one combining
global interest in K-Food with an SNS consumption culture centered on Generation Z.
Challenge content was trending on YouTube and TikTok, and the timing was right for
extreme-stimulus content to capture global consumer interest (Hankyoreh, 2021). Samyang
Foods actively interpreted external environmental changes as opportunity factors and agilely
executed strategies suited to the emotion- and digital-based consumption environment.

It competes directly with domestic competitors Nongshim and Ottogi as well as global firms
including Nissin (Japan), Indofood (Indonesia), and Maruchan (USA). The global success of
Buldak Bokkeum Myun has thus developed Samyang Foods' capability to rapidly adapt to
environmental changes such as localization and product diversification in overseas markets.

4.3.3. Resource: Viral Marketing Capability and Supply Chain Enhancement

Samyang Foods built a marketing system capable of content diffusion within a limited
budget. Operating not only its own SNS channels but also viral content generation through
collaboration with external creators, this enabled organic diffusion even without advertising
expenditure. Additionally, the capability to rapidly develop diverse derivative products and
produce localized products reflecting local taste preferences by country played an important
role in supporting global export expansion.

Samyang Foods had a traditional ramen manufacturing foundation but deployed the Buldak
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Bokkeum Myun strategy from a position of low market share and weakened brand assets
(Samyang Foods, 2023). In this context, Samyang Foods created competitive advantage not
through total resource volume but through differentiation in strategic utilization methods.
Regarding core resources: first, it operated a content-based marketing organization capable
of planning and rapidly executing emotionally stimulating marketing content for YouTube,
TikTok, and similar platforms — internally or through external collaboration. This is
evaluated as a cultural content-based asset rare in traditional food companies. Second,
after the success of Buldak Bokkeum Myun, Samyang Foods rapidly developed derivative
products — Carbonara Buldak, Black Bean Buldak, Rose Buldak, and others — securing
brand extension assets. The sensory diversity of the product lineup contributed to fixed
fandom formation and repeat consumption. Third, Samyang Foods pioneered diverse export
channels combining large retailers with online platforms, proactively generating local
demand through fandom and viral content. Ultimately, Samyang Foods' resources were
strategically positioned based on qualitative attributes of speed, emotionality, fandom, and
digital virality rather than economies of scale.

4.3.4. Mechanism: The Time-Series Pathway of Phased Strategic Transition

The execution mechanism of the Buldak Bokkeum Myun strategy was structured
sequentially: concept development of extreme spiciness — inducement of domestic YouTube/
Facebook mukbang videos — voluntary content generation and challenge boom — global
fandom diffusion — connection to localized products.

Samyang Foods set phased concentration and content self-propagation structure as the
mechanism core in the Buldak Bokkeum Myun strategy (Samyang Foods, 2023). This
execution mechanism is divided into five broad stages:

Stage 1 involved product concept clarification — designing product positioning centered on
the intense and simple sensory stimulus of extreme spiciness.

Stage 2 involved content-based distribution structure design — designing a digital
communication strategy capable of inducing user-created content (UCC) on YouTube
mukbang, TikTok challenges, and similar platforms. This caused Buldak Bokkeum Myun to
begin being consumed not merely as food but as experiential content.

Stage 3 involved fandom formation through a community-based strategy that encouraged
Generation Z and younger millennial consumers to engage voluntarily with the brand.
Repeat consumption, requests for derivative products, and global SNS hashtag challenges
supported this.

Stage 4 involved global self-diffusion facilitation structure — with voluntary demand
generated as the content spread across nations without separate distribution costs, after
which an adaptive distribution structure was built through collaboration with local
distributors (Hankyoreh, 2021).

Stage 5 involved localization and product serialization — localizing products considering
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per-country spiciness sensitivity, and rapidly developing series products including
carbonara, cheese, and rose variants based on consumer feedback. Samyang Foods'
mechanism was designed around a structure in which content diffusion preceded and
facilitated distribution expansion, and can be evaluated as a case where execution sequence
and concentration determined strategic impact.

4.3.5. SER-M Analysis Conclusions

The SER-M analysis of Samyang Foods suggests that the interaction among subject,
environment, resource, and mechanism shaped the pathway through which the firm
achieved a competitive position shift. A contrastive analysis with Nongshim is presented in
Chapter V.

4.4, WSM Execution Strategy: Centered on Weight and Sequence

4.4.1. WSM Strategy Execution Flow

The Buldak Bokkeum Myun strategy unfolded through the following execution flow. In this
study, WSM execution is explained through three overarching phases, while each phase is
further specified through five detailed execution stages: Phase 1 (Stages 1-2, 2012-2017)
refers to concept concentration and content ecosystem activation: Phase 2 (Stage 3, 2016-—
2018) refers to fandom formation and global organic diffusion: and Phase 3 (Stages 4-5,
2017-2024) refers to localization and derivative brand expansion. From the perspective of
weight, Samyang Foods assigned first priority to concept concentration, thereby focusing its
limited resources on a single differentiated concept. It distributed second-order weight
relatively evenly across SNS marketing, fandom formation, and global expansion, while
assigning third-order weight to derivative product expansion. This allocation reflects the
core principle of WSM, namely, minimizing resource dispersion while maximizing the effect
of sequential execution. The decision to assign first priority to extreme spiciness was
grounded in Kim Jeong-su’s field observation that a challenger firm such as Samyang Foods
could more effectively concentrate resources on an unoccupied blue-ocean concept than
compete directly in the already crowded mainstream spicy-ramen segment.

4.4.72. WSM Strategy Execution Analysis of Samyang Foods

Samyang Foods' WSM-based strategy is a case demonstrating that market performance can
differ depending on how the relative weight assigned to strategic resources and the execution
sequence are structured — more than the absolute scale of resources.

Table 2 organizes these two dimensions together — what weight to assign to each strategic
element (Weight) and in what sequence to execute it (Sequence). Samyang Foods' WSM strategy
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can be understood as the combination of deciding what to prioritize among extreme spiciness
concept, digital content diffusion, fandom formation, global expansion, and derivative product
strategy (Weight) — and in what order to execute these elements (Sequence). In terms of
Weight, Samyang Foods assigned Ist-priority weight to concept concentration, committing
limited resources entirely to a single concept; allocated equal 2nd-priority weight to SNS
marketing, fandom formation, and global diffusion; and assigned 3rd-priority weight to the
product derivative strategy. This approach minimizes resource dispersion while maximizing the
effectiveness of sequential execution — a core principle of WSM.

The rationale behind assigning I1st-priority weight to the extreme spiciness concept traces
back to EVP Kim Jeong-su's field observation — observing young people queuing before a spicy
steamed chicken restaurant in Myeong-dong, Seoul in 2011. For Samyang Foods, then ranked
2nd or 3rd in the market, the most effective domain for resource concentration was judged to
be the blue ocean of extreme spiciness — a position not yet claimed by any competitor,
including the leading brand (Shin Ramyun) which had already occupied the mainstream
spiciness market.

[Table 2 : Samyang Foods’ WSM Weight Rank (W) and Execution Sequence (S) Analysis]

Weight Execution

Rank (W) |Sequence (S) Samyang Foods’ Execution Content

Strategic Element

Concept Focus

L 1st Stage 1 |2012: Single Buldak concept launch and series expansion.
(extreme spiciness)
2015: YouTub kb iral; 2017: TikTok chall
SNS Content Marketing 2nd Stage 2 9“ ube muikbang vira ciok chaflenge
leadership.
Fandom-based Community 2nd Stage 3 |Buldak Challenge, fan art contests, limited-edition goods.
Global Expansion nd Stage 4 2016.:450+ country .exports; localized spiciness;
multilingual packaging.
L Carbonara Buldak (2017), Black Bean Buldak (2018); 10+
Product Derivative Strategy 3rd Stage 5

variants.

Data source: Authors' analysis based on annual reports and media coverage (2012-2024).

The most notable aspect of Table 2 is the clarity of Samyang Foods' weight allocation and
execution sequence consistency. Samyang clearly determined what to weight most heavily at
each stage — from concept pre-emption (Stage 1, Ilst-priority weight) through
SNS/fandom/global diffusion (Stages 2-4, equal 2nd-priority weight) to derivative expansion
(Stage 5, 3rd-priority weight) — and executed in sequence accordingly. This combination of
weight concentration and sequential execution is interpreted as a core characteristic of
late-entrant strategy effectively utilizing limited resources (Hamel & Prahalad, 1993).
Comparative WSM analysis between the two firms is synthesized in Chapter V §5.5.

4.5. Integrated Process Model: The Causal Pathway of Resource-Strategy-Outcome

This section interprets the strategic causal pathway of Samyang Foods competitive position
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shift through the integrated lens of RBV, SER-M, and WSM. These three frameworks were not
applied as separate theories in a linear order:; rather, they operated simultaneously across the
entire strategy process as complementary analytical dimensions. At the level of resource
conditions, RBV highlights the strategic significance of VRIO-satisfying resources. At the level of
strategic interpretation and interaction, SER-M explains how subject, environment, resource,
and mechanism interacted throughout the process. At the level of execution design, WSM
explains how strategic weight and sequence were configured and adjusted over time. The
competitive position shift of Samyang Foods is therefore interpreted as the result of the
integrated operation of these three dimensions.

Samyang Foods' rise in global ramen market share and performance trajectory is addressed
comprehensively in Chapter V §5.6 from a comparative perspective: this section analyzes
Samyang Foods' phased outcomes from a process-tracing standpoint.

This section structurally interprets the strategic causal pathway that enabled the success of
Samyang Foods' Buldak Bokkeum Myun strategy. This is not quantitative variable relationship
analysis but qualitative analysis through process-tracing, examining how each strategic
component connected to culminate in the final outcome.

4.5.1. Core Strategic Components and Flow Analysis of the Strategic Causal Pathway

The three strategic components - digital content-based marketing capability, Generation 7
emotional connection, and cross-functional organizational execution agility - did not operate
independently. Rather, they interacted in mutually reinforcing ways across the three
overarching phases and the five detailed execution stages, thereby generating cumulative
outcomes. In other words, digital content-based marketing capability, emotional connection with
younger consumers and fandom formation, and cross-functional organizational execution agility
should not be understood as separate elements that emerged one after another. Instead, they
jointly constituted the process mechanism of competitive position shift by reinforcing one
another throughout the strategic pathway. Early concept concentration and content diffusion
laid the foundation for fandom formation and global organic spread, and these accumulated
effects subsequently strengthened the conditions for localization and derivative brand
expansion.

This strategic causal pathway can be interpreted as qualitatively supporting Analytical
Proposition 2 of the RBV - SER-M - WSM integrated framework. This pathway also
demonstrates the time lag effect of strategy execution, suggesting that global diffusion efforts
concentrated between 2016-2018 passed through an incubation period of 3-4 years before
materializing as visible market outcomes from 2022 onwards.

4.5.2. Structural Interpretation of Outcome Generation

Samyang Foods' rise in global market share (from 0.7% in 2017 to 1.5% in 2024) is not merely
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an improvement in market indicators but the result of the three strategic components and
WSM execution sequence operating integrally. From the perspective of Barney's (1991) RBV
concept of Sustained Competitive Advantage, the success of Buldak Bokkeum Myun is
interpreted as originating from the complex interaction of unique strategic components that
competitors cannot easily replicate.

Samyang Foods' achievement of a 19.9% operating profit margin in 2024 — markedly higher
than industry peers — can be interpreted as a case of strategic concentration operating
significantly in terms of efficiency (Samyang Foods Annual Report, 2024: Nongshim Annual
Report, 2024).

This structural interpretation demonstrates that process causal relationships based on strategy
execution pathways can be interpreted even without quantitative analysis, suggesting that case
interpretation integrating RBV, SER-M, and WSM strategic models through qualitative
process-tracing can carry academically meaningful explanatory power.

Through the analysis of this chapter, Samyang Foods' competitive position shift may be
interpreted as the result of the integrated operation of VRIO-satisfying resource characteristics,
the interactions among subject, environment, resource, and mechanism in SER-M, and the
design of weight and sequence in WSM. In this sense, the three frameworks were not applied in
separate sequential stages, but functioned together as an integrated process model explaining
resource conditions, strategic interpretation, and execution design simultaneously.

V. Case Analysis II: Nongshim Contrastive Case Comparative Analysis

This chapter utilizes Nongshim as a contrastive case to comparatively analyze differences in
strategic pathways with Samyang Foods across dimensions, and interpretively derives the
enabling conditions and boundary conditions of the integrated framework. Contrastive case
comparison allows us to confirm the conditions under which the strategic pathways of Samyang
Foods and Nongshim unfold differently.

5.1. Comparative Key Financial Indicators: Samyang Foods and Nongshim
Table 3 shows changes in Nongshim's financial indicators. While Nongshim still exceeds
Samyang Foods in absolute revenue scale, it shows a stagnant picture in terms of growth rate

and overseas revenue share.

[Table 3 : Nongshim's Key Financial Indicators and Market Share (2012-2024)]

Revenue Operating Export Market
Year (100M Profit Ratio Share Key Features
KRW) (100M KRW) (%) (%)
2012 21,757 969 4.2 65.4 Dominant domestic leader; Shin Ramyun-centered.
2016 22,170 897 6.2 55.2 Overseas expansion initiatives.
2018 22,364 886 5.8 54.0 Growth stagnation; rising input costs.
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2021 26,630 1,061 7.2 56.5 Intensifying competition.

2022 31,291 1,122 74 56.3 Modest overseas sales growth.
2023 34,106 2,121 8.0 56.0 Marginal profitability improvement.
2024 34,387 1,631 10.0 56.3 -

Data Source: Nongshim annual business reports for each year.

Comparing Tables 1 and 3, the contrast between Nongshim's stable but stagnant growth
and Samyang Foods' rapid growth is apparent — an important indicator showing the impact
on actual performance of the different strategic approaches of the established leader and
the challenger.

Table 4 directly compares key financial indicators for Samyang Foods and Nongshim in
2024, clearly showing the current competitive dynamics. Samyang Foods shows
overwhelming advantage in growth momentum and profitability. In particular, Samyang
Foods' year-on-year revenue growth of 45% and operating profit margin of 19.9% stand in
stark contrast with Nongshim's 0.8% growth and 4.7% margin.

[Table 4 : Comparison of Key Financial Indicators - Samyang Foods vs.
Nongshim (2024)]

Category Samyang Foods Nongshim
2024 Annual Revenue 1.73 trillion won (45% increase YoY) 3.44 trillion won (0.8% increase YoY)
2024 Operating Profit 344.6 billion won (133% increase YoY) | 163.1 billion won (23.1% decrease YoY)
Operating Profit Margin 19.9% 4.7%
Overseas Revenue Portion 77% 10%

Data source: Samyang Foods and Nongshim annual reports (2024).

5.2. Resource Condition Comparison: Scale-Based Resources vs. Qualitatively Specialized
Resources

While Samyang Foods and Nongshim compete in the same Korean ramen industry, the
nature of their resource bases differs clearly. As the largest domestic ramen company,
Nongshim possesses scale-based resources: production facilities (6 domestic, numerous
overseas), a large-scale distribution network, and brand trust assets (Shin Ramyun,
Chapagetti, etc.). From the perspective of Barney's (1991) RBV, this represents strengths on
the Value and Organization dimensions.

Nongshim's scale-based resources also functioned as a factor constraining strategic
flexibility in rapidly changing environments. Shin Ramyun, for instance, while possessing
high brand loyalty, faced the constraint of difficulty in abruptly transforming that image or
utilizing it for emotion-driven challenge content. Nongshim, with Shin Ramyun already
positioned as a 'serious national ramen,' was structurally disadvantaged in quickly
replicating Buldak Bokkeum Myun-style aggressive spiciness marketing (NICE Credit
Information, 2024).
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Samyang Foods, by contrast, as shown in Table 5, began from a position of relatively
limited resources but built qualitatively specialized resources: content-based marketing
capability, derivative product development capability, and fandom-based distribution assets.
These resources are interpreted as delivering relatively higher strategic value in the current
digital consumption environment — on the Rarity and Inimitability dimensions — than
Nongshim's scale-based resources. From Welsh and White's (1981) concept of resource
poverty, Samyang Foods can be seen as a case of achieving competitive position shift
through bricolage recombination of limited resources (Baker & Nelson, 2005).

[Table 5 : Strategic Resources Comparison - Samyang Foods vs. Nongshim]

Category Samyang Foods Nongshim
Product Development |Rapid derivative expansion; agile Stability-oriented; conservative development
Capability consumer trend responsiveness. cycles.
’ Digital & fandom-driven content creation |Traditional quality-focused TV advertising;
Marketing Resources o ;
capability. brand trust maintenance.
Distribution Channel Large-scale distribution network; offline

Fandom-driven; online/ SNS-centered.

Assets retail-based.
0 _— .| Cross-functional team utilization; Function-based vertical hierarchy; resource
rganizational Flexibility }
execution speed advantage. control strength.
Strategic Resource Agility, emotionality, virality — Stability, quality, scale — quantity-based
Characteristics quality-based resources. resources.

Data source: Authors' analysis based on product launch histories and marketing strategies
(2012-2024).
Note: Table 5 reconstitutes the analysis in Chapter IV §4.3.3 from a contrastive perspective.

5.3. Subject and Decision-Making Structure Comparison: Centralized vs. Decentralized

The subject characteristics of Samyang Foods were analyzed in detail in Chapter IV §4.3.1.
The subject characteristics of Nongshim are examined here from a comparative perspective.
Samyang Foods' subject characteristics stand out in the centralized decision-making
structure centered on EVP Kim Jeong-su. The entrepreneurial leadership of directly visiting
consumer sites and participating in product development processes aligns with Hambrick
and Mason's (1984) Upper Echelons Theory, forming a structure in which strategic will is
rapidly transmitted throughout the organization. Concurrently serving as Head of Overseas
Sales and practicing 100-120 days of overseas field management annually is a concrete
expression of this centralized subjectivity.

Nongshim, by contrast, has adopted a decentralized decision-making structure. It grants
considerable autonomy to overseas subsidiaries in the US, China, and elsewhere, and has
maintained a conservative subjectivity centered on stability and authenticity. While this is a
rational risk-dispersal strategy for a large-scale global firm, structural constraints on rapid
response to sudden changes in the digital consumption environment are observed.
Specifically, Nongshim's decentralized decision-making structure has structural constraints
making it difficult for HQ to rapidly execute experimental content strategies such as TikTok
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challenge campaigns company-wide (Nongshim, 2023). This is interpreted as the typical
manifestation of path dependency — in which incumbents overly relying on their existing
success formula (brand heritage) experience delayed responsiveness to new environmental
changes (Arthur, 1989). This Subject-dimension difference implies not merely a management
style issue, but that SER-M's S (Subject) element can function as an important constraint
on the entire strategic pathway.

[Table 6 : SER-M Comparison Analysis of Subjects (S) - Samyang Foods vs. Nongshim]

Category Samyang Foods Nongshim

Production Strategy Domestic production-centered; HQ Globally distributed production; local
control emphasis (Made in Korea). factories and subsidiaries.

Decision Making HQTIgd; rapiq execution; centralized Local _sub_sidiary autonomy; decentralized
decision-making. organizational structure.

Supply Chain Domestic production — global export; Integrated production-logistics-sales;
localized distribution. large-scale global SCM.

Innovation Approach Brand concentration; rapid product Locally tailored product development;
development and localization. long-term investment-oriented.

Risk Management Quality & brand control (domestic Supply chain & market risk
production - centered). diversification.

Data source: Authors' analysis based on Samyang Foods and Nongshim business reports
and sustainability reports (2012-2024).
Note: Table 6 synthesizes the analysis in Chapter IV §4.3.1 from a contrastive perspective.

5.4. Environmental Interpretation Comparison: Opportunity-Oriented vs. Risk Management

Samyang Foods' environmental analysis was conducted in Chapter IV §4.3.2. Nongshim's
environmental interpretation is characterized by a high degree of domestic market
dependence (domestic share approximately 56%: export ratio approximately 10%) (Nongshim,
2023), with digital consumption changes addressed primarily through risk-management and
existing-advantage-maintenance lenses. This mode of environmental interpretation contrasts
with Samyang Foods' opportunity-oriented approach.

Both companies showed markedly different interpretive modes toward the same external
environmental changes. Samyang Foods actively captured the K-Food wave, SNS-centered
consumption culture, and Generation Z's challenge-oriented consumption tendencies as
opportunities, utilizing them as the core driver of the Buldak Bokkeum Myun strategy. From
Duncan's (1972) environmental wuncertainty theory, Samyang Foods demonstrated
environmental sensing capability — the ability to convert uncertainty into opportunity.
Nongshim primarily responded to the same environmental changes from the perspective of
risk management and existing competitive advantage maintenance. Sustaining domestic
market share, expanding global production networks, and preserving brand authenticity
constituted the basic framework of strategic decisions. This resulted in relatively slower
proactive utilization of new environmental opportunities such as SNS-based viral marketing,
fandom formation, and content-based distribution. The environmental interpretation
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differences between the two firms resulted in substantive strategic pathway differences in

strategic execution direction, speed, and cultural impact of brand expansion.

[Table 7 : SER-M Comparison Analysis of Environment (E) - Samyang Foods vs. Nongshim]

Dimension

Samyang Foods

Nongshim

Environmental

Consumer emotional shifts; digital content

Industry saturation; product quality;

Perception diffusion; global fandom growth. distribution infrastructure reinforcement.
Market Change | Agile and experimental; emotion-driven Gradual adaptation; orthodoxy
Receptiveness trend adoption. preservation-centered.

Digital Response

TikTok/YouTube-driven; fandom-centered

SNS utilization present but primarily official

content diffusion. information-oriented.

Shin Ramyun-centered universal strategy
maintenance.

Spicy culture contentization;

Global Strategy country-specific localization.

Environment managed through risk-control
lens.

Environment perceived as brand innovation
opportunity.

Environmental
Interpretation

Data source: Authors' analysis based on each company's marketing strategies and investor
relations materials (2012-2024).
Note: Table 7 synthesizes the analysis in Chapter IV §4.3.2 from a contrastive perspective.

5.5. Mechanism and Execution Sequence Comparison: Content Diffusion vs. Distribution

Expansion

The core difference in execution mechanisms lies in the sequence of approaches of global
diffusion. Samyang Foods chose the innovative sequence of content-driven diffusion —
distribution expansion, first generating global demand through digital content and then
expanding distribution networks on that basis. This is the reverse of the traditional overseas
entry model (build distribution then market) and aligns with Oviatt and McDougall's (1994)
Born Global concept.

Nongshim adhered to the traditional approach of securing distribution infrastructure first
— then sustaining brand presence. While this approach ensures stability, it tends to reduce
flexibility
perspective of FEisenhardt and Tabrizi's (1995) product development acceleration theory,
Foods'

responsiveness compared with Nongshim's functional division-of-labor organization.

in responding to rapid changes in the digital consumption era. From the

Samyang cross-functional organization shows relatively superior market

[Table 8 : WSM Comparison Analysis of Mechanisms (M) - Samyang Foods vs. Nongshim]

Category Samyang Foods Nongshim
Execution Content-driven network diffusion structure. Distribution-centered orthodoxy maintenance
tructure structure.
Consumer Voluntary challenge participation; fandom Brand awareness maintenance; one-way
Touchpoint community formation. communication.
Global Content-driven spread — distribution Distribution infrastructure — brand
Diffusion expansion. maintenance.
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Category Samyang Foods Nongshim

Product Rapid serialization; cross-functional Functional division of labor; incremental

Development responsiveness. development.
Core Execution | Agility, viral diffusion, participation Stability, orthodoxy, supply security -
Principle facilitation. centered.

Data source: Authors' analysis based on strategy execution processes and performance
data (2012-2024).
Note: Table 8 synthesizes the analysis in Chapter IV §4.3.4 from a contrastive perspective.

The most notable aspect of Table 8 is the fundamental difference in execution structure
type. Samyang Foods built a content-centered network diffusion structure suited to the
digital era, inducing consumers to voluntarily participate in brand diffusion. This aligns with
Jenkins' (2006) prosumer concept from participatory culture theory, making consumers serve
not merely as buyers but as content creators and brand propagators. Nongshim, by
contrast, adhered to a distribution-network-centered orthodoxy maintenance structure,

showing a conservative approach dependent on existing success formulas.

5.6. Timing Comparison: Differences in Strategic Transition Timing

One of the most pronounced differences in both companies' strategic pathways is the
timing of introduction of core strategic elements. While Samyang Foods launched Buldak
Bokkeum Myun in 2012, led YouTube virality in 2015, and initiated TikTok challenges in
2017, Nongshim only began operating its official YouTube channel in earnest in 2021. This
important explanatory factor in the

approximately 6-8 year gap is interpreted as an

formation of first-mover recognition through digital marketing and fandom-based strategy.

[Table 9 : Global Market Share Comparison - Samyang Buldak Single Brand vs. Nongshim]

Global Ramen Samyang Buldak | Samyang Buldak | Nongshim Total Nongshim Total

Year Market (USD in Revenue Revenue Share Revenue Revenue Share
billion) (100M KRW) (%) (100M KRW) (%)
2017 343 2,560 0.7 22,083 5.7
2018 36.2 2,825 0.7 22,364 5.6
2019 374 3,400 0.8 23,439 54
2020 419 4,100 0.8 26,398 53
2021 44.8 4,400 0.9 26,630 5.2
2022 477 6,100 1.0 31,291 5.1
2023 49.8 8,400 13 34,106 5.2
2024 52.8 10,050 15 34,387 4.8

Data source: Korea Agro-Fisheries & Food Trade Corporation (aT, 2025), Euromonitor
(2024), Money S (2024).

CAGR from

Notes: (1) 2024 global ramen market: USD 52.8B, calculated using 6.12%
Fortune Business Insights (2023). (2) Exchange rate: 1,200 KRW = 1 USD (approximate). (3)
Buldak Bokkeum Myun 2024 sales: 1.005 trillion KRW (Money S, 2024). (4) This table
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synthesizes the performance analysis in Chapter IV §4.5 from a contrastive perspective. (5)
Samyang Foods figures represent Buldak Bokkeum Myun single-brand sales only, not
Samyang Foods' total revenue. Nongshim figures represent total company revenue. Readers
should note this difference in measurement basis when interpreting the comparison.

Table 9 tracks changes in global market share from 2017 to 2024 — comparing Samyang
Foods' Buldak Bokkeum Myun single brand (not Samyang Foods' total revenue) against
Nongshim (total revenue basis). A sustained upward trajectory for the Buldak Bokkeum
Myun brand is observable. The 2.14x increase in global market share of the single Buldak
Bokkeum Myun brand — from 0.7% in 2017 to 1.5% in 2024 over seven years — suggests
not a one-time success but a sustained competitive advantage creation mechanism. This
can be interpreted as satisfying Barney's (1991) RBV definition of Sustained Competitive
Advantage, as the result of unique resource combinations that competitors cannot easily
replicate. The dramatic growth from 2022 onward as an inflection point (1.0% — 1.3% —
1.5%) coincides with the point at which WSM stages 4-5 (global diffusion — product
diversification) strategy began generating substantial effects — suggesting, given the time lag
effect, that global diffusion efforts concentrated between 2016-2018 materialized as
substantial market outcomes after an incubation period of 3-4 years.

Nongshim's indicators, conversely, can be saild to show the inertia-driven
underperformance of a firm previously holding market dominance. Nongshim's global
market share fell from 5.7% in 2017 to 4.8% in 2024 — a drop of 0.9 pp that, while small in
absolute terms, represents a 15.8% contraction in relative market position. While Nongshim's
absolute revenue increased (KRW 2.2 trillion in 2017 — KRW 3.4 trillion in 2024), its relative
position in the global market continued to weaken.

5.7. Interpretation of Enabling Conditions and Boundary Conditions

The contrastive comparison suggests several enabling conditions under which the
integrated framework becomes more analytically useful. First, the explanatory power of the
mechanism becomes clearer when the management subject demonstrates strong strategic
will and execution leadership. Second, it is strengthened when environmental change is
interpreted not as a risk but as an opportunity. Third, concentrated allocation of resources
to a core brand or concept appears to be critical. Fourth, the presence of a
cross-functional execution structure enhances the mechanism’s effectiveness.

By contrast, the analysis also reveals several boundary conditions: an incumbent’s resource
advantage may operate as path dependency in rapidly changing environments; resource
abundance without strategic concentration or execution speed may result in the partial
cession of competitive position; and the mechanism appears to be especially pronounced in
industries where digital consumption culture and content-based diffusion are highly
activated.
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VI. Findings and Implications

6.1. Synthesis of Analytical Findings by Research Question

Table 10 summarizes the analytical findings of this study by research question. RQl

identifies how core resource combinations and strategic weight and execution sequence were

formed and combined in the Samyang Foods focal case. RQ2 examines how the integrated

RBV-SER-M-WSM framework explains the process mechanism of competitive position shift

and what kind of theoretical refinement is generated through the linkage of the three

theories. RQ3 interpretively derives the enabling conditions and boundary conditions of the

mechanism through contrastive comparison with Nongshim. Table 10 therefore provides a

concise overview of how each research question was addressed through specific analytical

procedures and logical connections.

[Table 10 : Summary of Analytical Findings by Research Questions]

RQ

Key Analytical Findings

Theoretical Implications

RQ1

The competitive position shift of Samyang Foods was
explained by integrating the evaluation of
VRIO-satisfying resource characteristics, the SER-M
analysis of subject, environment, resource, and
mechanism, and the WSM-based interpretation of
execution weight and sequence.

The findings suggest that a late entrant's
competitive position shift is shaped less by
the absolute scale of resources than by the
qualitative ~ combination  of  strategically
meaningful  resources and the structured
design of execution weight and sequence.

RQ2

RBV, SER-M, and WSM functioned as an integrated
analytical framework in which resource condition
evaluation, strategic interpretation and interaction,
and execution weight and sequence operated as
mutually complementary dimensions in explaining the
competitive position shift of a late entrant.

This integrated framework helps explain
process causality that is difficult to capture
through any single theory alone, thereby
enabling theoretical refinement at the level of
the process mechanism rather than the
parallel application of separate theories.

RQ3

The contrastive comparison with Nongshim suggests
that the mechanism becomes more clearly
observable when strong managerial leadership,
opportunity-oriented  environmental interpretation,
concentrated resource allocation, and a
cross-functional execution structure are combined.

The contrastive case refines the enabling and
boundary conditions of the integrated
framework by showing how incumbent path
dependency and slower execution may
constrain  strategic adjustment even under
superior resource conditions.

Data source: Synthesis of process-tracing analytical findings of this study (based on

Chapters 1V, V, and VI).

6.1.1. Findings for RQl

Consistent with Analytical

Proposition 1,

Samyang Foods'

competitive position shift

exhibited a pattern made possible by the joint operation of the strategic combination of

VRIO-satisfying resources and weight and sequence based execution according to WSM —

rather than the absolute volume of any particular resource.

Three core strategic

components — (1) the rarity and inimitability of the extreme-spiciness concept, (2) digital
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content-based marketing capability, and (3) cross-functional organizational agility —
combined with WSM's phased execution sequence to form a strategic causal pathway
through which limited resources generated amplified competitive effects.

6.1.2. Findings for RQ2

The findings for RQ2 suggest that RBV, SER-M, and WSM are most analytically useful when

they are understood not as theories applied in separate stages, but as an integrated
framework that explains, in a complementary manner, resource conditions, strategic
interpretation, and execution weight and sequence. RBV clarifies the strategic significance of
the firm's resource conditions, SER-M interprets the interactions among subject,
environment, resource, and mechanism, and WSM explains how strategic actions were
weighted and sequenced. These dimensions do not operate as independent parallel layers:;
rather, they are combined within a single integrated process model. In this sense, the study
demonstrates that the process mechanism of competitive position shift can be explained
more rigorously through theoretical integration than through the isolated use of any one
framework.

6.1.3. Findings for RQ3

The explanatory power of the integrated framework is most salient when strong managerial
leadership, opportunity-oriented environmental interpretation, intensive resource allocation
to core brands and concepts, and a cross-functional execution structure are combined.

6.2. Theoretical Implications

This study shows that when RBV, SER-M, and WSM are combined as complementary
analytical dimensions addressing resource conditions, strategic interaction, and execution
weight and sequence, they provide a more rigorous explanation of the process causality
underlying a late entrant’s competitive position shift.

First, this study contributes to theoretical refinement by linking RBV, SER-M, and WSM into
an integrated explanatory framework for the process mechanism of competitive position
shift. Rather than operating as separate theories, the three frameworks complement one
another by jointly explaining resource conditions, strategic interaction, and execution design.
Second, this study offers a contextual extension into the K-Food and K-Contents setting. It
suggests that the K-Contents ecosystem may function as a strategic environmental variable
that reshapes competitive dynamics in ways not fully captured in conventional strategic
management research.

Finally, this study provides a practical analytical framework illustrating how
resource-constrained firms can design strategic weight and execution sequence under
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limited resource conditions.

6.3. Practical Implications

WSM emphasizes that resource-constrained firms must design both the weight and the
sequence of key strategic elements, thereby providing a concrete execution framework for
SMEs seeking to enter global markets. More specifically, Phase 1 of selective concentration,
Phase 2 of fandom-based organic diffusion, and Phase 3 of localization and derivative brand
expansion together suggest a practical roadmap through which firms with limited resources
may still generate substantial market impact. This case further implies that, in digital
marketing, content quality, the ability to induce participation, and the internal
cross-functional collaboration structure may matter more than sheer budget size in shaping
market responsiveness.

VII. Conclusions

7.1. Research Summary

This study is a focal-case-centered qualitative, theory-refining case study that analyzes
how Samyang Foods achieved a competitive position shift in domestic and global markets
through Buldak Bokkeum Myun. Applying the RBV - SER-M - WSM integrated analytical
framework, three research questions were explored, and the mechanism's enabling and
boundary conditions were interpretively derived utilizing Nongshim as a contrastive case.
The core findings are as follows. First, Samyang Foods' competitive position shift was
enabled by the strategic combination of VRIO-satisfying resources and WSM-guided weight
and sequence execution. Second, the RBV - SER-M - WSM integrated framework functions
as a useful interpretive tool for understanding process mechanisms that single theories
cannot capture. Third, the Nongshim contrastive case yielded a boundary condition — that
even resource-rich incumbents can partially cede competitive position in specific domains
due to path-dependency and insufficient execution agility.

7.2. Research Limitations

This study acknowledges the following limitations. First, the study is subject to focal-case
success bias: as a qualitative case study centered on Samyang Foods, generalization to
failure cases or other late-entrant firms is constrained. Second, there is a risk of
retrospective interpretation: re-interpreting events on the basis of a known successful
outcome may invite post-hoc rationalization, which was mitigated by reviewing Nongshim

contrastive case materials and counter-evidence alongside primary sources. Third, the
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findings remain context-specific to the K-Food consumer-goods industry, and applicability to
other industries or cultural contexts requires further validation. Fourth, the study does not
provide quantitative testing of inter-variable relationships; the focus on interpretive
elucidation of the process mechanism necessarily constrains the scope of analytic
generalization.

7.3. Future Research Directions

Building on this study, future extensions include multi-case comparative research analyzing
diverse food brand or SME cases using Samyang Foods as a starting point. Consumer
survey-based data collection can empirically measure emotional connection, fandom
formation, and product responsiveness.

To address the limitations of this qualitative study, future research should incorporate
survey-based designs, experimental methods, and longitudinal analysis. Quantitative
approaches such as structural equation modeling may help examine relationships among key
constructs more rigorously, while social-media big-data analysis — including sentiment
analysis, hashtag tracking, and network mapping — may offer more systematic insights into
content diffusion dynamics.
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I. Introduction

This paper examines the process by which AHA Co., Ltd., a small and medium-sized
enterprise (SME), secured market share and achieved strategic advantage in the public
procurement market despite disadvantages in capital and brand recognition relative to large
corporations. Consistent with the empirical orientation of this case study, the paper treats
AHA as a revelatory case of the strategic use of government institutions and the
cooperative organizational form, and investigates how technology-based SMEs can establish
and execute competitive strategies in policy-centered market environments.

The public procurement market represents a unique competitive arena where government
policies and institutional frameworks significantly shape market dynamics (Loader, 2015). In
Korea, the market size exceeds 150 trillion KRW annually, with SME participation actively
promoted through various preferential systems (KPPS, 2024). However, despite these
institutional supports, many SMEs struggle to compete effectively against large corporations
with superior resources and brand recognition. This paradox—institutional support existing
alongside persistent competitive challenges—motivates the central inquiry of this research.

The significance of this paper lies in its integrated analytical approach. While previous
research has predominantly examined SME strategies through single theoretical lenses such
as the Resource-Based View (RBV) or Porter's competitive strategy framework, this paper
integrates three complementary frameworks: SER-M (Subject-Environment-Resources-
Mechanism), MBV (Market-Based View), and WSM (Weight-Sequence Model). This integration
enables a more comprehensive understanding of how SMEs can leverage institutional
mechanisms, build cooperative networks, and execute strategies in optimal sequences to
overcome structural disadvantages.

Three research objectives follow from this motivation. The first is to identify the
mechanisms through which resource-constrained SMEs secure strategic advantage in the
public procurement market. The second is to examine how the integrated SER-M X MBV X
WSM approach shapes actual execution processes. The third is to explore the conditions
under which SMEs, acting as institutional entrepreneurs, can meaningfully influence policy
formation and market rule-making. Together, these objectives speak to both theoretical gaps
in the SME strategy literature and practical challenges faced by SME managers operating in
institution-intensive markets.

This paper adopts a mixed-method approach combining qualitative case study analysis
with exploratory quantitative illustration—an empirical case study design in which the
quantitative component is used to triangulate, not replace, the qualitative case evidence.
The qualitative component follows Yin's (2018) single case study methodology, enabling
in-depth exploration of strategic mechanisms. The quantitative analysis is wused as
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exploratory support to complement the qualitative findings, rather than as a confirmatory
test of hypothesized relationships. Data were collected from multiple sources, including
government notices, media reports, internal company reports, in-depth interviews (n = 8),
Korea Public Procurement Service (KPPS) delivery data (10 years), and patent databases
(300+ patents). Reliability of analysis was secured through pattern matching, data
triangulation (Eisenhardt, 1989), and inter-coder reliability testing (Cohen's x = 0.84).
Because the dependent variable (Market Share, from KPPS) and the three independent
variables (Patent Count from KIPRIS; Designation Status from the Ministry of SMEs and
Startups: Cooperative Size from cooperative member records) are drawn from independent
government-verified objective sources, common method bias (CMB) is unlikely to be a
material concern (Podsakoff, MacKenzie, Lee, and Podsakoff, 2003). All interview research
was conducted under ethical approval, and informed consent was obtained from all
participants (see Appendix A).

The remainder of this paper is organized as follows: Section 2 reviews the theoretical
background, including SER-M, MBV, and WSM frameworks, and develops research
hypotheses. Section 3 explains the research design, methodology, hypothesis formulation,
and variable definitions. Section 4 presents a case analysis of AHA's strategy execution.
Section 5 reports empirical analysis results, including descriptive statistics, correlation
analysis, and regression findings. Section 6 discusses theoretical and practical implications,
limitations, and concludes with future research directions.

II. Theoretical Framework

1. Resource-Based View and SME Strategy Theory

Strategic approaches for SMEs are discussed around efficient choice and concentration
under resource constraints, niche market exploitation, and cooperative network formation.
Barney's (1991) Resource-Based View (RBV) emphasizes that firms can secure sustainable
competitive advantage through resources that possess four key characteristics: Valuable,
Rare, Inimitable, and Non-substitutable (VRIN). For SMEs, intangible assets such as patents,
brands, and relational resources often constitute the primary sources of competitive
advantage, as these resources are more accessible than the scale-based advantages enjoyed
by large corporations.

The RBV framework has been extensively applied to SME contexts, demonstrating that
smaller firms can compete effectively by developing unique bundles of resources and
capabilities (Wernerfelt, 1984). However, traditional RBV focuses primarily on what resources
a firm possesses, paying less attention to how these resources are deployed and integrated
over time. This limitation is particularly significant for SMEs operating in asymmetric
competition with large corporations, where strategic execution and institutional navigation
become critical success factors.

Recent developments in strategic management theory have sought to address these

- 133 -



limitations by emphasizing dynamic capabilities—the firm's ability to integrate, build, and
reconfigure internal and external competencies to address rapidly changing environments
(Teece, Pisano, and Shuen, 1997). More recent extensions of the dynamic capabilities
framework emphasize complementarity with open innovation and ecosystem-level resource
integration (Teece, 2020). For SMEs in public procurement markets, dynamic capabilities
manifest in the ability to interpret institutional signals, form strategic alliances, and adapt
resource configurations in response to policy changes.

2. Public Procurement Market Structure and Institutional Context

The public procurement market is an institution-centered market where national or local
governments participate as major purchasing entities, with institutional structures that favor
specific enterprise groups according to policy objectives. In Korea, systems such as the
'SME-only competitive product designation system' and 'technology innovation-type SME
preferential system' provide structural advantages to qualifying SMEs (Ministry of SMEs and
Startups, 2024). These institutional mechanisms fundamentally alter competitive dynamics
compared to traditional market competition.

These institutional mechanisms create what Scott (1995) terms 'regulative pillars' that
shape competitive dynamics through formal rules, monitoring activities, and sanctioning
powers. Unlike traditional markets, where competition is primarily resource-based, public
procurement markets feature rule-based competition where understanding and leveraging
institutional frameworks becomes a strategic capability in itself. This creates opportunities
for SMEs to compete on dimensions other than pure scale or cost efficiency. Recent work
on public procurement and innovation further argues that procurement systems function
not merely as purchasing channels but as industrial-policy levers, with design choices
directly shaping firm behaviour and market structure (Uyarra, Zabala-Iturriagagoitia,
Flanagan, and Magro, 2020).

The institutional environment of public procurement also includes normative and
cultural-cognitive dimensions. Normative elements include professional standards and
expectations about appropriate behavior in government contracting. Cultural-cognitive
elements include shared understandings about technology categories, quality standards, and
evaluation criteria. SMEs that develop expertise in navigating these multiple institutional

dimensions can convert institutional knowledge into strategic advantage.

3. SER-M Framework: The Fourth Strategic Paradigm

The SER-M model represents a significant advancement in strategic management theory,
developed by Dong-Sung Cho to address the limitations of previous strategic paradigms.
Cho and Lee (1997) first academically presented the SER-M model in their paper "A New
Paradigm in Strategy Theory: 'ser-M'" published in the Monash Mt Eliza Business Review,
arguing that a firm's competitive advantage is determined by the dynamic interaction of
Subject (S), Environment (E), Resources (R), and the Mechanism (M) that integrates them.
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According to the SER-M framework, Subject (S) refers to the strategic actors, including top
management, organizational culture, and collective identity that drive strategic
decision-making. Environment (E) encompasses the external context, including industry
structure, competitive dynamics, and institutional factors that both constrain and enable
strategic action. Resources (R) include both tangible assets (physical, financial) and
intangible assets (technological, relational, reputational) that form the basis for competitive
positioning.

The critical innovation of SER-M lies in its emphasis on Mechanism (M)—the integrative
logic through which subjects interpret environments, deploy resources, and create value.
Cho (2006) formally presented the Mechanism-Based View in his book "M-Management: The
Fourth Strategic Paradigm." According to him, 20th-century management evolved through
subject-centered management (early 1900s), environment-centered management (1960s), and
resource-centered management (1980s), while mechanism-centered management that
integrates these three elements determines sustainable competitive advantage in the 21st
century.

The mechanism component distinguishes SER-M from both Porter's outside-in (MBV) and
Barney's inside-out (RBV) approaches by focusing on the 'logic of thinking' and 'principles
of action' through which subject, environment, and resources combine to create value. For
SMEs facing asymmetric competition, mechanism design becomes particularly critical
because it determines how limited resources can be strategically leveraged to overcome
structural disadvantages. SER-M is therefore particularly useful for analyzing SME strategies
in asymmetric competition with large corporations, as it systematically captures both
resource limitations and the creative mechanisms through which these limitations can be
transcended.

4. Market-Based View (MBV)

Market-Based View (MBV) is based on Porter's (1980) Five Forces model and designs a
competitive strategy centered on industry structure analysis. The five forces—threat of new
entrants, bargaining power of suppliers, bargaining power of buyers, threat of substitutes,
and competitive rivalry—determine industry attractiveness and strategic positioning
opportunities. Porter's framework provides systematic tools for analyzing how industry
structure shapes profitability potential and identifies strategic positions that offer sustainable
competitive advantage.

In institution-based markets such as public procurement, institutions function as entry
barriers or competitive buffers that modify traditional Five Forces dynamics. MBV provides
a useful lens for interpreting the institutional environment as a structural variable that
shapes competitive dynamics. The 'SME-only competitive product designation' effectively
reduces competitive intensity by limiting market participation to qualified SMEs,
fundamentally altering the threat of rivalry and new entrants for firms within the protected
category.
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The application of MBV to public procurement markets requires recognition that
government acts simultaneously as industry regulator and primary buyer. This dual role
creates unique competitive dynamics where policy changes directly affect market structure.
SMEs that develop capabilities for anticipating and influencing policy directions can shape
industry structure in favorable ways—a form of institutional entrepreneurship that extends
beyond traditional competitive strategy.

5. Weight-Sequence Model (WSM)

The Weight-Sequence Model (WSM) is a strategic analysis framework jointly developed by
Cho and Moon, systematically established in their book "Strategic Management in the Age of
Artificial Intelligence” (Cho and Moon, 2022). This model represents a significant
advancement in strategic execution theory by simultaneously considering the relative
importance (weight) and execution sequence of strategic elements. The core insight of WSM
is that competitive advantage depends not only on 'what you possess' but critically on at
‘what weight and in what order' strategic elements are deployed.

The core assumptions of the WSM model include three key propositions: First, optimal
weight combinations exist among strategic elements, and allocating resources to key
elements through selection and concentration may be more effective than distributing equal
resources to all elements. This proposition challenges the balanced scorecard approach that
implies equal attention to multiple dimensions. Second, the order of strategy execution
significantly affects performance outcomes—the same resources deployed in different
sequences can produce dramatically different results. Third, interaction effects, including
synergy and trade-offs, exist among elements, meaning that the value of any element
depends on its relationship with other elements.

In connection with Moon's (2016) ABCD model, WSM provides practical guidance for
strategy execution. Firms can secure sustainable competitive advantage by appropriately
allocating Agility (responsiveness to environmental change), Benchmarking (learning from
best practices), Convergence (integration across boundaries), and Dedication (commitment to
core competencies) in appropriate weights and sequences. For SMEs, WSM is particularly
valuable because it provides a framework for prioritizing limited resources and sequencing

strategic initiatives for maximum cumulative impact.

6. Institutional Entrepreneurship

An institutional entrepreneur is not a passive acceptor of existing institutions but an active
agent who reinterprets or creates institutions to realize strategic objectives (DiMaggio and
Powell, 1991). According to Battilana et al. (2009), institutional entrepreneurs identify
opportunities within institutional gaps and mobilize resources to effect institutional change
that serves their strategic interests. This concept extends agency theory to the institutional
level, recognizing that firms can shape the rules of competition rather than merely
competing within given rules. More recent work theorises institutional agency as a broader
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repertoire of institutional work — the purposive action aimed at creating, maintaining, or
disrupting institutions (Lawrence and Suddaby, 2006) — and the SAGE Handbook of
Organizational Institutionalism (Greenwood, Oliver, Lawrence, and Meyer, 2017) synthesises
two decades of research showing that both individual and collective actors can alter
institutional arrangements under specific enabling conditions.

This paper examines how SMEs can function as institutional entrepreneurs who
strategically form and utilize the policy environment. Unlike large corporations that often
shape institutions through lobbying power and political connections, SMEs may leverage
collective action through cooperatives and industry associations to influence policy
formation. The cooperative structure enables resource pooling, collective voice amplification,
and standardization leadership—mechanisms through which individually weak actors can
achieve institutional influence comparable to much larger organizations.

7. Integrated Framework and Hypotheses Development

The integration of SER-M, MBV, and WSM frameworks provides a comprehensive analytical
lens for understanding SME strategy in public procurement markets. Table 1 presents a
comparison of the three strategic frameworks, highlighting their complementary nature.
SER-M provides the structural analysis of strategic elements and their integrative
mechanism, MBV offers external market environment and industry structure analysis, and
WSM guides execution priorities and resource allocation sequences. The integration of these
frameworks enables comprehensive analysis that captures both strategic positioning and
execution dynamics.

Table 1. Strategic Framework Comparison.

Dimension SER-M MBV WSM
Subject, Environment, Industry structure, Resource weights,
Core Focus Resources, Mechanism Five Forces, Execution sequence,
integration Competitive positioning Timing
. Internal-external External Execution-centered
Perspective .. . market-centered o
dynamic interaction e . prioritization
positioning
Key SMEs in asymmetric Industry-wide and Organizational
Application competition contexts firm-level strategy execution optimization
Primary Holistic framework Systematic industry Sequential
Strength integration capability analysis (Porter) concentration strategy
Key Reference Cho Ca;ls (]é%%é)lgw)’ Porter (1980) Cho and Moon (2022)
Note: SER-M = Subject-Environment-Resources-Mechanism: MBV = Market-Based View;

WSM = Weight-Sequence Model.

As illustrated in Table 1, the three frameworks address different but complementary
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aspects of strategic management. SER-M provides the overarching analytical structure for
understanding how strategic elements interact to create competitive advantage. MBV
contributes external market analysis grounded in Porter's Five Forces framework, essential
for understanding industry dynamics. WSM contributes practical guidance for resource
allocation and execution sequencing, critical for strategy implementation.

Figure 1. Integrated Conceptual Framework (SER-M x MBV x WSM)

SER-M Framework MBV Framework
Subject (S): Leadership & Culture Industry Structure Analysis Weight Allocation
Theoretical X ;
Layer Environment (E): Institutions Porter's Five Forces Execution Sequence
Resources (R): Patents & Networks Competitive Positioning Resource Prioritization
Mechanism (M): Integrative Logic Institutional Buffer Effects Phase-Based Deployment
Cho & Lee (1997); Cho (2006) Porter (1980) Cho & Moon (2022)

Integrated Strategic Mechanism Design

Integration
L
Yer Institutional Entrepreneurship * Cooperative Networks * Sequential Execution
Strategic Technological Resources Institutional Leverage Network Capabilities
L
evers Patent Portfolio (300+) SME-only Designation Cooperative (18 firms)
Outcome Strategic Advantage in the Public Procurement Market

Figure 1. Integrated Conceptual Framework (SER-M X MBV X WSM). The three theoretical
frameworks converge on an integrated strategic mechanism design, which operates through
three strategic levers—technological resources, institutional leverage, and network
capabilities—to produce strategic advantage in the public procurement market.

Based on this integrated theoretical framework, the paper derives three exploratory
propositions that structure the analysis of strategic execution in the AHA case. The
propositions are grounded in the expectation that SME success in institution-based markets
depends on the combined deployment of technological resources, institutional leverage, and
network capabilities.

III. Materials and Methods
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1. Research Methodology Overview

This paper employs an empirical case-study design with a mixed-method research
strategy that integrates qualitative single-case analysis with exploratory quantitative
illustration. The mixed-method approach is particularly appropriate for this research
because it enables both an in-depth understanding of strategic mechanisms through
qualitative analysis and exploratory quantitative support for the observed patterns. This
methodological triangulation enhances both the credibility and transferability of research
findings (Creswell and Plano Clark, 2017).

The qualitative component follows Yin's (2018) single case study methodology, which is
appropriate when the case represents a critical, extreme, or revelatory situation. AHA
qualifies as an extreme case—an SME achieving market leadership (41.76% share) in a
sector typically dominated by large corporations—thereby offering unique theoretical insights
into asymmetric competition dynamics.

The quantitative analysis employs multiple regression as exploratory support that
complements the qualitative findings rather than as a confirmatory hypothesis test. Because
the data form a single-firm 10-year panel (2015-2024) with three independent variables, the
degrees of freedom are extremely limited. The regression estimates therefore should not be
interpreted as the basis for causal or generalizable claims; they are reported strictly as
indicative patterns that complement the qualitative case evidence. Time-series properties
(autocorrelation, non-stationarity) and reverse-causality concerns are explicitly tested in
Appendix C through unit-root tests, first-differenced specifications, and lagged-IV
regressions.

The research design follows Eisenhardt's (1989) guidelines for building theory from case
study research, employing multiple data sources, pattern matching, and iterative theory-data

comparison to enhance analytical rigor.

2. Case Selection and Background

AHA Co., Ltd. was selected based on three criteria: (1) Theoretical relevance—the company
exemplifies successful asymmetric competition strategy by an SME in an institution-intensive
market; (2) Data accessibility—sufficient archival data spanning 17 years and interview
access to key stakeholders were available; (3) Temporal depth—the company's history
(2007-2024) allows longitudinal analysis of strategy evolution across multiple competitive
phases.

AHA has secured over 40% market share in the domestic public procurement IFPD
(Interactive Flat Panel Display) market based on proprietary touch sensor technology. The
company possesses both theoretical representativeness as a case of institutional
entrepreneurship and practical implications as a strategic response utilizing the SME-only
competitive product system. The selection of a single case enables deep analysis of strategic
mechanisms while theoretical generalization is pursued through analytical rather than
statistical logic.
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3. Hypothesis Development

Based on the integrated theoretical framework presented in Section 2, the paper develops
three exploratory hypotheses that structure the analysis of the strategic execution process
of AHA in the public procurement market.

Hypothesis 1 (H1) is grounded in the Resource-Based View (Barney, 1991) and innovation
theory (Christensen, 1997). Patents represent technological resources that possess VRIN
characteristics—valuable (enabling product differentiation), rare (providing unique
capabilities), inimitable (protected by legal mechanisms), and non-substitutable (offering
distinct technical solutions). In the public procurement context, patent holdings additionally
signal technological credibility to government buyers, potentially influencing procurement
decisions. Therefore:

H1: The level of technology patent holdings will have a positive (+) effect on market share.

Hypothesis 2 (H2) is derived from institutional theory (Scott, 1995) and the observation
that AHA strategically utilized the 'SME-only competitive product designation system' to
form a competitive buffer structure. Institutional designation creates entry barriers that limit
competition to qualified SMEs, effectively transforming industry structure in ways favorable
to designated firms. From a Market-Based View perspective (Porter, 1980), the SME-only
product designation can be interpreted as an institutionally constructed barrier to entry that
restricts industry rivalry to qualifying SMEs and reshapes the Five Forces structure in favor
of designated firms. In MBV terms, designation status thus operates as a regulatory entry
barrier that translates policy structure into competitive structure—reducing the threat of
new entrants from large corporations and dampening rivalry within the protected market
segment. The designation also confers legitimacy that may influence buyer preferences.
Therefore:

H2: The ability to utilize public procurement institutions (designation status) will have a
significant positive (+) effect on market share.

Hypothesis 3 (H3) is based on research on cooperative and hybrid organizing (Battilana
and Lee, 2014; Lee and Park, 2021), suggesting that organizational resource integration
through cooperatives can expand SMEs' institutional response capabilities, enhance collective
bargaining power, and strengthen execution capacity through shared learning. Therefore:

H3: Cooperative-based organizational networks (cooperative size) will have a positive (+)
effect on market share through strengthened strategy execution and policy response
capabilities.

4. Variable Definitions and Measurement

Operational definitions of the variables used in the quantitative analysis are summarized
in Table 2 (retained as in original manuscript). All variables were measured using objective
secondary data to minimize measurement bias and enhance replicability. It should be noted
that Patent Count is operationalized as a cumulative count of registered patents and is

- 140 -



therefore a quantitative proxy for technological capability that does not capture qualitative
dimensions of innovation. The use of cumulative patent counts is acknowledged as a
limitation: alternative measures such as forward (cited-by) patent counts, examiner-cited
references, and patent-family size—which more directly reflect patent quality—are flagged as
desirable extensions for future research (see Section VI.6).

Table 2. Operational Definitions of Variables.

Variable Type Operational Definition Measurement
AHA's annual share of IFPD (AHA deliver + Total
Market Share DV public procurement market inarket) X 100 y
Patent Count v Cumulative‘ [FPD-related Annual cumulative count
patents registered from KIPRIS
Designation v SME-only competitive product Binary (0 = No, 1 = Yes) by
Status designation year
C . . Scale of cooperative network Number of member
ooperative Size IV N .
participation companies annually

Note: DV = Dependent Variable; IV = Independent Variable: KIPRIS = Korea Intellectual
Property Rights Information Service. Designation Status is coded 1 if AHA's product was
listed under the SME-only competitive product designation as of January 1 of the focal year,
and 0 otherwise. Patent Count is the cumulative number of IFPD-related patents registered
through December 31 of the focal year. Market Share refers to AHA's share of
KPPS-recorded IFPD delivery value within the focal year.

5. Data Collection Procedures

Data collection employed a triangulation methodology, gathering evidence from six distinct
sources to ensure construct validity. Table 3 summarizes the data collection procedures and
sources.

Table 3. Data Collection Summary.

Data Type Period Quantity Source
Executives, Cooperative

In-depth Interviews Mar-May 2024 8 participants )
members, Policy experts

. Korea Public Procurement
Delivery Records 2015-2024 10 years .
Service (KPPS)
Patent Data 2007-2024 300+ patents KIPRIS Patent Database
Policy Documents 2018-2024 15 notices Ministry of SMEs and Startups
Media Reports 2007-2024 120+ articles Major business news outlets
Internal Documents  2015-2024 25 documents  AHA (with confidentiality)

In-depth interviews were conducted with 8 participants over 3 months following a
semi-structured format. Participants included 2 AHA executives (average 90 minutes each), 3
cooperative member company representatives (average 60 minutes each), and 3 public
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procurement policy experts (average 45 minutes each). The interview protocol (presented in
Appendix A) was designed to elicit information about strategic decision-making processes,
institutional engagement activities, and cooperative dynamics. All interviews were recorded
with consent, transcribed verbatim, and analyzed wusing NVivo 12 qualitative analysis
software. The interview research was conducted under ethical oversight consistent with the
Declaration of Helsinki and the Korean Personal Information Protection Act (PIPA, 2020
revision). Prior to each interview, participants received a written information sheet
describing the study's purpose, voluntary nature of participation, data confidentiality
protections, and the right to withdraw at any time. Signed informed consent was obtained
from all eight participants. Transcripts were anonymised at the stage of transcription —
identifying names, titles, and organisational attributions were replaced with generic
descriptors — and original recordings were stored on an encrypted, access-controlled drive
held by the corresponding author. The full institutional ethics approval reference will be
provided on the manuscript title page upon acceptance in line with journal policy.

6. Analysis Methods

Qualitative data were analyzed using thematic analysis following Strauss and Corbin's
(1998) coding procedures. Initial open coding generated 156 codes from interview transcripts
and documentary sources. These were reduced to 42 focused codes through constant
comparison, and finally synthesized into 12 theoretical categories through axial and selective
coding. The coding process was conducted independently by two researchers, with
inter-coder reliability assessed at Cohen's x = 0.84, indicating substantial agreement.

Quantitative analysis employed SPSS 28.0 for statistical procedures, including descriptive
statistics, Pearson correlation analysis, and multiple regression analysis. The regression
model specification follows the standard form: Market Share = Ro + Ri(Patent Count) + P
(Designation Status) + Ps(Cooperative Size) + €. Standard regression diagnostics were tested,
including normality of residuals (Shapiro-Wilk test), homoscedasticity (Breusch-Pagan test),
and multicollinearity (VIF values).

Given that the panel is annual and runs over a single firm for 2015-2024, the time-series
properties of the variables were also examined: Augmented Dickey-Fuller (ADF) unit-root
tests, the Durbin-Watson statistic for residual autocorrelation, a first-differenced regression
specification, and a lagged-IV specification (independent variables at t — 1 with the
dependent variable at t) are reported in Appendix C as robustness checks. These additional
diagnostics are intended to mitigate—though not eliminate—small-sample, autocorrelation,

and reverse-causality concerns.

7. Validity and Reliability

Following Lincoln and Guba's (1985) criteria for trustworthiness in qualitative research,
multiple strategies were employed to ensure validity and reliability. Construct validity was
addressed through the use of six distinct data types and a documented chain of evidence
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maintained throughout the analysis. Internal validity was supported by pattern matching,
whereby strategy-performance linkages were verified across time periods. External validity
was approached through analytical generalization, applying theoretical framework replication
logic rather than statistical generalization. Reliability was ensured by following a documented
case study protocol with a structured case database, and inter-coder reliability was assessed
at Cohen's k = 0.84 between two independent coders.

IV. Case Analysis: AHA's Strategy Execution

1. Company Overview

AHA Co., Ltd. is an SME that developed the world's first touch sensor-based interactive
flat panel display (IFPD) in 2007. Founded with a focus on educational technology, the
company has since secured over 300 domestic and international patents related to touch
sensor and display technologies. As of 2024, AHA has achieved a 41.76% market share in
the domestic public procurement IFPD market and exports to 63 countries, demonstrating
successful global expansion from an initial domestic public procurement base.

The company's growth trajectory illustrates strategic evolution from technology
development to institutional leverage, consistent with WSM principles of sequential resource
allocation. Initial years (2007-2012) focused intensively on RandD and patent accumulation,
building the technological foundation for competitive advantage. Subsequent phases shifted
emphasis toward institutional engagement (2013-2017), cooperative formation (2018-2021),
and market consolidation (2022-2024). This phased approach exemplifies how SMEs can
build capabilities sequentially rather than attempting simultaneous excellence across all
strategic dimensions.

2. SER-M Component Analysis

Application of the SER-M framework reveals how AHA integrated subject characteristics,
environmental conditions, resource configurations, and strategic mechanisms to achieve
competitive advantage in the public procurement market. The following analysis examines
each component in detail, drawing on interview data, documentary evidence, and
quantitative indicators.

Subject (S) Analysis: AHA's founding CEO demonstrated entrepreneurial leadership
combining deep technical expertise with institutional savvy—a rare combination that enabled
effective navigation of both technological and policy dimensions. Interview data revealed that
the CEO's background included both engineering education and government service
experience, providing 'bilingual' capability in technical and institutional languages. One
executive stated: "Our founder understood from the beginning that winning in this market
required two competencies—developing superior technology AND understanding how
government procurement decisions are made." The organizational culture that developed

emphasized both innovation and policy responsiveness, with formal structures for
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monitoring policy developments and informal norms encouraging employees to understand
government buyer needs. This dual orientation—technical excellence combined with
institutional awareness—constitutes a distinctive Subject characteristic that shaped strategic
choices.

Environment (E) Analysis: The public procurement market presents a unique competitive
environment where institutional rules significantly shape market dynamics. Key
environmental factors identified through case analysis include: (1) the SME-only competitive
product designation system, which creates protected market segments for qualifying firms:
(2) technology evaluation criteria that favor patented and standardized technologies: (3)
standardization requirements that determine product specifications: and (4) procurement
cycles and budget patterns that create predictable demand fluctuations. AHA actively
monitored and engaged with these institutional factors, converting environmental constraints
into strategic opportunities. As one policy expert interviewee noted, "Most SMEs see
government regulations as obstacles. AHA is unusual in treating regulations as resources to
be leveraged."

Resources (R) Analysis: The company possesses a composite bundle of tangible and
intangible resources that collectively support competitive positioning. Technological
resources include over 300 patents covering touch sensor technology, display integration,
and educational software—constituting a formidable IP portfolio that raises barriers to
imitation. Relational resources include the cooperative network of 18 member companies
that amplifies collective voice in policy discussions and enables resource sharing for
standardization activities. Human resources include a dedicated policy response team of 4
professionals who monitor regulatory developments and maintain relationships with
government officials. Reputational resources include established brand credibility built
through consistent quality delivery and active industry association participation. The
interview data revealed that AHA leadership explicitly recognizes the complementary nature
of these resources: "Our patents give us technological credibility, our cooperative
membership gives us political voice, and our track record gives us buyer confidence. You
need all three to win consistently in this market."

Mechanism (M) Analysis: AHA's integrative logic rests on selection, concentration, and
sequential deployment. Instead of pursuing market breadth, the firm concentrated resources
on specific high-value segments of the public procurement market, and engaged with
institutional processes proactively through cooperative channels that allowed early
participation in policy formation rather than reactive compliance. Capability building itself
was sequenced: technological foundations were developed before institutional competencies,
which in turn preceded network-based influence, so that each stage reinforced the next as
environmental conditions evolved. What differentiates AHA from rival firms that may hold
similar individual elements is precisely this integrative logic—the combination of
subject-level awareness of opportunity, environmental institutional leverage, and
time-phased resource deployment into a single coherent strategy.
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Table 4. WSM Weight Allocation by Strategic Element.

Element Weight Execution Phase Key Activities
) Phase 1 CEO leadership development,
Subject (S) 25% .
(2007-2012) Technology-focused culture establishment
) Phase 2 Policy analysis capability, SME
Environment (E) 20% . . .
(2013-2017) designation pursuit
Phase 3  Patent portfolio expansion, Cooperative
Resources (R) 25% )
(2018-2021) network formation
) Phase 4  Strategic integration, Global market
Mechanism (M) 30% )
(2022-2024) expansion

Note: Weights are applied to the four SER-M elements within the integrated framework
proposed in this paper, not to the original ABCD dimensions of Cho and Moon (2022).
Each percentage reflects a qualitative estimate of primary emphasis, derived from (i) the
share of RandD and institutional-engagement expenditures reported in AHA's internal
documents, (ii) the relative frequency with which each element was cited as strategically
dominant in executive interviews, and (iii) the Phase 1-4 milestones described in Section
IV.3. The percentages sum to 100% and should be read as an ordinal ranking of strategic
emphasis rather than as an exact resource-share figure. Execution phases represent
primary emphasis periods; elements remain active across all phases.

As shown in Table 4, the WSM-based analysis reveals a deliberate sequencing of strategic
emphasis across AHA's development phases. The highest weight (30%) assigned to
Mechanism reflects the integrative nature of this element—it is through mechanism that the
other elements combine to produce competitive advantage. The equal weights (25% each) for
Subject and Resources reflect their fundamental importance as enablers, while Environment
receives a lower weight (20%) because it represents conditions to be navigated rather than
directly controlled.

3. Strategy Execution Timeline
AHA's strategy execution process unfolded across four distinct phases, each characterized
by different strategic emphases and key milestones. This phased approach exemplifies WSM
principles of sequential resource allocation and strategic prioritization.

Phase 1 (2007-2012): Technology Foundation. The company commenced development of its
core IFPD technology and secured initial patents. This phase prioritized RandD investment,
with approximately 40% of total resources allocated to technology development and IP
protection. Key milestones included the launch of the first commercial IFPD product (2008),
achievement of 50 cumulative patents (2010), and the initial public procurement contract
(2011). The focus during this phase was on building technological credibility as a foundation
for subsequent institutional engagement.

Phase 2 (2013-2017): Institutional Engagement. AHA analyzed the institutional structure of
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the public procurement market and strategically engaged with policy tools such as the
'SME-only competitive product designation system.' This phase saw resource reallocation
toward policy analysis and relationship building with government agencies. Key milestones
included SME-only product designation (2014), participation in standards committee (2015),
and achievement of 15% market share (2017). Interview data revealed that this phase
involved deliberate capability building: "We hired people who understood government—former
civil servants, policy researchers. We needed to speak their language."

Phase 3 (2018-2021): Network Formation. AHA initiated the formation of an IFPD industry
cooperative and led standardization efforts. The cooperative structure enabled collective
policy advocacy and industry standard development, enhancing the company's influence on
market rules beyond what its size alone would permit. Key milestones included cooperative
establishment (2018), adoption of AHA-led technical standards (2019), and expansion to 18
member companies (2021). One cooperative member representative stated, "The cooperative
gives us all a stronger voice. Alone, we're small companies that the government ignores.
Together, we're an industry that government must listen to."

Phase 4 (2022-2024): Market Consolidation and Global Expansion. Based on stable
institutional foundations and cooperative networks, AHA rapidly expanded domestic market
share while pursuing international markets. Key milestones included the achievement of 40%
domestic market share (2023), exports to 63 countries (2024), and industry recognition
awards. This phase represents the harvest of capabilities built in earlier phases, as the
integrated mechanism enabled simultaneous domestic consolidation and international

expansion.
Figure 2. AHA's Four-Phase Strategic Execution Timeline (2007-2024)
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Figure 2. AHA's four-phase strategic execution timeline (2007-2024). The top panel shows
market share trajectory (purple, left axis) and cumulative patent holdings (navy, right axis).
The middle band identifies the four execution phases, and the bottom panel shows the WSM
weight allocation corresponding to the dominant SER-M element emphasized in each phase.

4. Competitor Comparison

As of 2024, AHA recorded a 41.76% market share in the public procurement IFPD market,
significantly ahead of second-place Hyundai IT (12.56%). Table 5 presents a strategic
comparison of major competitors, highlighting AHA's differentiated approach based on
institutional preemption and cooperative-based standardization.

Table 5. Strategic Comparison of Major Competitors in the IFPD Public Procurement Market.

Company Strategy Direction Key Features Limitations
N L . SME-only designation, Technology
Institutional + Cooperative Standardization leadership concentration risk
Hyundai IT Brand + Distribution B2G-focused marlliletmg, Low institutional
Product versatility engagement
CNS Power Cost Leadership Regional price adjustment Quaht}irsssgzeptlon
A-Tec Software Integration Video conferencmg High hardware
solutions dependency
Other SMEs Regional Distribution Local education office focus leticelar;itlonal

Sources: KPPS Nara Market delivery statistics (2015-2024); competitor strategy characterizations are based
on company IR materials and industry news coverage (Maeil Business Newspaper, Korea Economic Daily,
Electronic Times, 2020-2024), triangulated with policy-expert interviews (n = 3). Market-share percentages
refer to the domestic public procurement IFPD segment.

The strategic comparison reveals that AHA's distinctive advantage lies in its integrated
approach combining institutional leverage with cooperative network effects. Unlike
competitors who pursue traditional competitive strategies (brand building, cost leadership,
product differentiation), AHA has strategically shaped the institutional environment itself.
This institutional entrepreneurship creates structural advantages that are more sustainable
than product-based differentiation because competitors cannot easily replicate policy
relationships and standard-setting positions.

V. Empirical Analysis Results

1. Descriptive Statistics
Descriptive statistics for the key variables are reported in Table 6 (retained as in original
manuscript). The data covers the 10-year period from 2015 to 2024. Given the small annual
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panel (N = 10), descriptive distributions and any inferential statistics derived from them
should be interpreted with caution: the 10-year window offers only limited temporal depth
and the resulting estimates are sensitive to single-year fluctuations.

Table 6. Descriptive Statistics (N = 10).

Variable Mean SD Min Max Skewness
Market Share (%) 32.45 8.72 18.23 41.76 -0.34
Patent Count

) 215.40 67.83 112 312 -0.18
(cumulative)
Cooperative Size

) 12.30 4.52 5 18 -0.42
(companies)
Designation Status (0/1) 0.70 0.48 0 1 -0.88

Note: SD = Standard Deviation. Skewness values within £1.0 indicate approximately normal
distributions.

Market share increased from 18.23% in 2015 to 41.76% in 2024, representing a 129%
increase over the decade. Patent count grew from 112 to 312 cumulative patents, reflecting
sustained RandD investment. Cooperative size expanded from 5 to 18 member companies,
indicating successful network development. Designation status shows that AHA maintained
SME-only product designation for 7 of the 10 years studied (70% of observations).

2. Correlation Analysis

Table 7 presents the Pearson correlation matrix among key variables. Significant positive
correlations were found between market share and all three independent variables, providing
preliminary support for the research hypotheses.

Table 7. Correlation Matrix.

Variable 1 2 3 4
1. Market Share 1.00
2. Patent Count 0.67xx* 1.00
3. Cooperative Size 0.61x* 0.54x 1.00
4. Designation Status 0.58* 0.49 0.47 1.00

Note: *p < 0.05, **p < 0.01 (two-tailed tests).

The correlation analysis revealed that market share had significant positive correlations
with patent count (r = 0.67, p < 0.01), cooperative size (r = 0.61, p < 0.05), and designation
status (r = 0.58, p < 0.05). These findings suggest that AHA's market success was associated
with multiple strategic elements rather than a single factor. The correlations among
independent variables were moderate (r = 0.47-0.54), suggesting related but distinct
constructs. VIF values ranged from 1.42 to 1.78, below the conventional threshold of 10,
indicating that multicollinearity does not pose a significant threat to regression analysis.
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3. Regression Analysis Results

Multiple regression analysis was conducted to examine, in an exploratory fashion, the
association of patent holdings, designation status, and cooperative size with market share.
Detailed regression coefficients are presented in Table 8 (retained as in original manuscript).
The reader is reminded that the panel comprises only 10 annual observations for a single
firm, with three independent variables. The corresponding F-test and t-statistics therefore
have very limited statistical power, and the reported significance levels should be read as
descriptive indications of the strength of associations within the AHA case rather than as

evidence supporting generalizable causal claims.

Table 8. Multiple Regression Results (Dependent Variable: Market Share).

Variable B SE B t-value p-value
(Constant) 5.24 3.18 - 1.65 0.150
Patent Count 0.054 0.015 0.42 3.60 0.009* *
Designation Status 5.12 1.89 0.28 2.71 0.035%
Cooperative Size 0.69 0.21 0.36 3.29 0.017=

Note: *p < 0.05, **p < 0.01. R* = 0.836, Adjusted R* = 0.783, F(3,6) = 14.26, p < 0.01. B =
unstandardized coefficient; SE = standard error; B = standardized coefficient. All three
hypotheses are consistent with the exploratory results: H1 (Patent Count — Market Share) at
p < 0.01; H2 (Designation Status — Market Share) and H3 (Cooperative Size — Market
Share) at p < 0.05. Variable-specific VIFs are: Patent Count = 1.78, Designation Status =
1.42, Cooperative Size = 1.63:; all below the conventional threshold of 10. Durbin-Watson =
2.18.

Patent count showed the strongest standardized association (3 = 0.42, p < 0.01)
cooperative size, B = 0.36, p < 0.05; and designation status, B = 0.28, p < 0.05. Throughout
this section, language has been calibrated to reflect association rather than causation: the
regression estimates indicate that variation in patent holdings, designation status, and
cooperative size is associated with variation in AHA's market share over 2015-2024, but,
given the single-firm small panel, they cannot be read as evidence that any of these
variables 'caused' the observed market-share trajectory. Time-series concerns
(autocorrelation, non-stationarity) and reverse-causality are addressed in Appendix C.

4. Hypothesis Testing Summary

Within the limits of a single-firm small annual panel (N = 10), the regression results in
Table 8 are consistent with each of the three exploratory hypotheses (H1, H2, H3), and the
patterns are interpreted as describing AHA's market position rather than as confirmatory
tests of causal relationships in the broader SME population. These indicative patterns are
complementary to the qualitative case evidence rather than substitutes for it.
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Figure 3. Research model with empirical results. Standardized beta coefficients from multiple
regression analysis (N = 10 annual observations, 2015-2024; single-firm time series). * p <
0.05, ** p < 0.01. Adjusted R* = 0.783.

Figure 3. Research Model with Empirical Results

Independent Variables

Patent Holdings

Cumulative IFPD-related
registered patents
Source: KIPRIS

H1: B = 0.42%*

Dependent Variable

Market Share

AHA's annual share of
IFPD public procurement
market (%)

Designation Status H2: B = 0.28*

SME-only competitive
product designation (0/1)
Source: MSS

v

Source: KPPS

Cooperative Size

Number of cooperative
member companies
Source: AHA

Model Fit Statistics
R? =0.836 Adjusted R? = 0.783 F(3,6) =14.26, p <0.01 VIF:1.42-1.78 N =10 (2015-2024)

VI. Discussion, Implications, and Conclusion

1. Theoretical Contributions

The prior literature tells us that SMEs can compete through differentiation (Barney, 1991)
and institutional navigation (Battilana et al., 2009). It does not tell us how individually weak
SMEs aggregate institutional influence through cooperative action, nor how temporal
sequencing of capability building conditions the effectiveness of such aggregation.

This paper contributes to this literature in three related ways. First, rather than claiming
to introduce a wholly new construct, the paper extends the existing institutional
entrepreneurship literature (Battilana et al., 2009; Lawrence and Suddaby, 2006) to the SME
and cooperative context, specifying a contextual variant that we describe as the
Institutional-Cooperative Entrepreneurship Mechanism (ICEM). ICEM is positioned as an
extension and concretization of institutional entrepreneurship into resource-constrained,
cooperative-organized settings, rather than as a theoretically distinct or wholly novel
construct.

Whereas individual institutional entrepreneurship (Battilana et al., 2009) tends to presume
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substantial resource endowments, ICEM identifies how cooperative legal forms and
standardization coalitions can aggregate weak actors into institutionally influential
collectives. Second, the paper traces a four-phase sequential process (technology foundation
— institutional engagement — cooperative formation — market consolidation) through which
ICEM is enacted, specifying temporal order as an enabling condition. Third, the paper
identifies three boundary conditions under which ICEM operates: (i) the existence of
institutional preference schemes that confer market access advantages: (ii) the legal
permissibility of cooperative coalitions with standard-setting authority; and (iii) technology
standardizability permitting coalition-led specification convergence.

This paper extends the literature on SME strategy in three further directions. First, the
findings indicate that integrating SER-M, MBV, and WSM frameworks offers analytic leverage
for understanding SME strategy in institution-based markets. While each framework offers
valuable insights individually—=SER-M for strategic element interactions, MBV for industry
structure analysis, and WSM for execution prioritization—their integration clarifies how
resource-constrained firms pursue competitive advantage through strategic mechanism
design.

A second contribution lies in extending institutional entrepreneurship theory to the SME
context within public procurement markets. The AHA case illustrates that SMEs can act as
institutional entrepreneurs without relying on individual lobbying power; instead, collective
action via cooperative networks and industry standardization leadership can perform an
equivalent function.

Finally, the case provides illustrative evidence for the core WSM propositions about weight
allocation and execution sequence. That Mechanism (M) receives the highest estimated
weight (30%) in AHA's trajectory is consistent with Cho and Moon's (2022) argument that
integrative capability underlies sustainable competitive advantage, and the phased build-up
observed here lines up with WSM's emphasis on sequential strategy execution.

2. Practical Implications

A central lesson for SME practitioners is that institutional frameworks need not be treated
as mere constraints: properly read, they can be mobilized as strategic resources. Active
engagement with the policy-formation process, instead of passive rule-following, tends to
yield meaningful strategic payoffs, and AHA's experience shows that SMEs can shape
institutional environments through coalition building and technical standard development.
Cooperative formation and industry standardization leadership also emerge as viable routes
for SMEs that aim to expand their institutional influence. Collective action amplifies
individual firms' voices in policy discussions and enables resource sharing around common
challenges, so the cooperative structure functions as a platform for legitimate collective
representation that most SMEs cannot build alone.

More broadly, the WSM-based approach to execution highlights the payoff from

prioritization and sequencing. Attempting excellence across every dimension at once is often
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counterproductive for resource-constrained firms: focused and time-phased capability
building—tuned to shifts in the external environment—is likely to accumulate more durable
advantage. In AHA's case, technological credibility preceded institutional engagement, which
in turn preceded network expansion, and this ordering is exactly what the case material
suggests drove the cumulative effect.

3. Policy Implications

From a policy perspective, the case illustrates the apparent leverage of institutional tools
such as the SME-only competitive product designation system. The findings suggest that
well-designed preferential policies can enable SMEs to compete effectively while maintaining
market efficiency and technological innovation incentives.

However, the study also highlights the importance of policy design that enables SME
participation in policy formation processes. Open policy communication structures that allow
SMEs to contribute to institutional design can enhance policy effectiveness and market
outcomes. Policymakers should consider creating formal channels for SME input into
procurement standard development and product category definitions.

4. Alternative Explanations Considered

Three alternative explanations for AHA's sustained market leadership warrant
consideration. First, the observed outcome might reflect pure technological superiority,
independent of institutional engagement. This explanation is not fully supported by the
timing evidence: the sharp 2013-2017 market-share acceleration coincides with SME-only
designation and standards-committee participation rather than with patent filing pace, which
followed a relatively steady trajectory. Second, first-mover advantage or timing luck might
account for dominance. This is implausible given that Hyundai IT entered the IFPD
procurement market with comparable engineering resources in the same period yet sustains
only a 12.56% share as of 2024; a pure timing account would predict comparable outcomes.
Third, large-firm entry deterrence might explain the protected market structure. This
explanation fails on logical grounds, because the SME-only designation excludes large firms
by regulatory construction, rendering entry deterrence exogenous rather than strategically
generated by AHA. None of the three alternatives, considered alone, adequately accounts for
the observed outcome, lending comparative support to the ICEM explanation developed in
Section VI.1.

5. Boundary Conditions and Scope

The ICEM mechanism is not universal. Three boundary conditions delimit its applicability.
First, an institutional preference scheme must exist that confers market access advantages
to qualifying firms—for example, SME-only designation systems, set-aside programs, or
preferential procurement quotas. Absent such schemes, cooperative coalitions lack
institutional leverage to translate aggregated voice into market outcomes. Second,
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cooperative legal forms must be permissible and must possess standard-setting authority. In
jurisdictions where cooperatives are prohibited, narrowly scoped, or excluded from
standards bodies, the aggregation channel that defines ICEM is unavailable. Third, the
technology domain must be standardizable in ways that permit coalition-led specification
convergence; highly idiosyncratic or rapidly evolving technologies may resist the
standard-setting path. Outside these conditions, ICEM is inoperable, and
resource-constrained firms revert to individual entrepreneurship or pure resource
competition. Scholars seeking to extend or test ICEM should explicitly map their empirical
setting against these three conditions.

6. Limitations and Future Research

This paper has several limitations that suggest directions for future research. As a single
case study, the findings may have limited generalizability. While analytical generalization to
theoretical propositions is valid (Yin, 2018), future research should examine multiple cases
across different industries and institutional contexts to test the robustness of the integrated
framework and identify boundary conditions.

Second, the quantitative analysis was based on a single-firm annual panel of ten
observations (2015-2024) with three independent variables. This sample size is too small to
justify statistical generalization to the broader SME population, and the F-test and standard
errors reported in Table 8 should therefore be treated as descriptive of the AHA case
rather than as evidence supporting generalizable claims about the SME population. Because
the independent variables (cumulative patents, cooperative size) share a strong positive time
trend with the dependent variable, potential issues of autocorrelation, non-stationarity, and
reverse causality (endogeneity)—for example, market share attracting new cooperative
members rather than the reverse—cannot be fully ruled out. As reported in Appendix C,
ADF wunit-root tests indicate that the level series of Market Share, Patent Count, and
Cooperative Size are non-stationary. first-differenced and lagged-IV specifications were
therefore estimated to mitigate trend contamination and reverse causality, with the
directional patterns broadly preserved but with weaker significance, as expected in a small
panel. The observed associations should consequently not be read as causal evidence that
patents, designation, or cooperative size 'caused' market-share growth. Common method
bias was mitigated by relying on objective secondary data across independent and dependent
variables, but residual bias cannot be fully excluded. Larger-scale studies across multiple
firms and longer time periods, with lagged specifications, first-differenced models, bootstrap
confidence intervals, and instrumental-variable or Granger-causality tests, would provide
stronger inferential support and enable examination of moderating and mediating effects.

Third, the technology variable was operationalized as cumulative registered patent count,
which captures volume but not quality or impact. Patent counts may overstate technological
capability when low-quality or marginal patents are accumulated alongside core ones.
Future research should incorporate forward (cited-by) patent counts, family size,
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examiner-cited references, or composite quality indices to capture the qualitative dimension
of innovation more directly. Such measures are particularly important in
technology-intensive procurement markets, where buyer evaluation increasingly considers
technological substance rather than IP volume alone.

Fourth, the paper focuses primarily on the Korean public procurement context.
Cross-national comparative studies would help identify how institutional differences affect
the applicability of the strategies observed in this case. Procurement systems vary
substantially across countries in terms of SME preferences, standardization processes, and
cooperative legal frameworks.

A further open question concerns the long-term sustainability of cooperative-based
strategies and their portability to private (B2B) markets. Future work would benefit from
tracking the durability of institutional-entrepreneurship capabilities over longer windows and
from examining whether capabilities cultivated in public procurement contexts transfer
effectively to private-sector competition.

7. Conclusion

This empirical case study examined how AHA, a small and medium-sized enterprise,
achieved market leadership in the public procurement IFPD market despite structural
disadvantages relative to larger corporations. Through integration of SER-M, MBV, and WSM
analytical frameworks and a mixed-method research design, the paper identified three
interrelated factors associated with AHA's success: technological resource accumulation
through sustained patent development, institutional leverage through strategic engagement
with preferential policies, and network effects through cooperative formation and
standardization leadership.

The exploratory regression on the single-firm 10-year panel suggests that these three
factors are jointly associated with 78.3% of the variation in AHA's market share over 2015-
2024, with patent count (B = 0.42), cooperative size (B = 0.36), and designation status (B =
0.28) each positively associated with higher market share. These results should be read as
descriptive of the AHA case rather than as confirmatory or generalizable causal evidence;
the small single-firm panel, the cumulative-count nature of the patent variable, and the
time-trended structure of the data all caution against strong causal claims. The patterns
are nevertheless broadly consistent with the integrated SER-M X MBV X WSM analytical
approach.

A key theoretical implication is that SMEs can overcome structural disadvantages through
strategic mechanism design that integrates subject capabilities, environmental opportunities,
and resource configurations. Rather than competing directly on resource scale, effective
SME strategy involves creative reconfiguration of competitive rules through institutional
entrepreneurship and network-based capability amplification.

From a practical perspective, the case suggests a four-step approach for SME managers:
build technological credibility through focused RandD, engage proactively with institutional
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frameworks, form cooperative structures for collective voice, and sequence capability
development to maximize cumulative advantage. As a contextual extension of institutional
entrepreneurship, ICEM should be understood as a context-bound elaboration of an existing
literature rather than as a wholly new construct, and its applicability is conditional on the
three boundary conditions identified in Section VI.5. Future research should extend and test
these patterns across industries, countries, and competitive contexts, and should address
endogeneity, autocorrelation, and patent-quality measurement with larger multi-firm panels
and lagged or instrumental-variable designs.

Appendix A. Interview Protocol

Questions for AHA Executives

1. What do you consider AHA's core competitive advantage in the public procurement
market?

2. How did AHA strategically approach the SME-only competitive product designation
system?

3. What was the strategic rationale for forming the IFPD cooperative?

4. How are resources allocated across different strategic elements (technology, policy,
network)?

5. How has AHA's strategy evolved over the company's history?

6. What are the key challenges and future strategic directions?

Questions for Cooperative Member Representatives

1. What benefits does your company gain from cooperative participation?
2. How do standardization activities proceed within the cooperative?

3. How does the cooperative structure affect policy response capabilities?
4. What is AHA's role within the cooperative network?

Questions for Policy Experts

1. How do you evaluate the effectiveness of the SME-only competitive product designation
system?

2. What strategic approaches are most successful for SMEs in public procurement?

3. How can SMEs effectively participate in policy formation processes?

4. What policy improvements would enhance SME competitiveness?

Appendix B. Data Sources and Access

1. Korea Public Procurement Service (KPPS): IFPD delivery statistics (2015-2024), accessed
via Nara Market (www.g2b.go.kr)

2. KIPRIS (Korea Intellectual Property Rights Information Service): Patent registration data
(2007-2024), accessed via www.kipris.or.kr
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3. Ministry of SMEs and Startups: SME-only competitive product designation notices
(2018-2024), accessed via www.mss.go.kr

4. AHA Co., Ltd.: Internal strategy documents and cooperative membership data, provided
with confidentiality agreement

5. Major business news outlets: Industry news articles (2007-2024), including Maeil Business
Newspaper, Korea Economic Daily, Electronic Times

Appendix C. Robustness Checks for the Exploratory Quantitative Analysis

Given the small annual panel (n = 10) and the positive time trends observed in all four
series (Market Share, Patent Count, Cooperative Size, Designation Status), three robustness
analyses were conducted to mitigate concerns about spurious regression, autocorrelation,
and small-sample instability. The analyses below complement, rather than replace, the
baseline results reported in Table 8. All results should be interpreted as exploratory,
consistent with the positioning of the quantitative component described in Section II.1.

C.1. Unit-Root (ADF) Tests for Stationarity

Augmented Dickey-Fuller (ADF) tests were applied to each series in level form and in first
differences. In levels, the null hypothesis of a unit root could not be rejected for any of the
three continuous variables — Market Share (ADF statistic = —1.10, p = 0.72), Patent Count
(—0.42, p = 0.91), or Cooperative Size (—0.92, p = 0.78) — consistent with visual evidence of
monotonic trends. In first differences, the null was rejected at conventional levels for Patent
Count (ADF = —3.76, p = 0.003) and Cooperative Size (ADF = —3.95, p = 0.002), while
Market Share moved toward stationarity (ADF = —2.10, p = 0.24) but remained weakly
powered given only nine first-difference observations. Accordingly, a first-differenced
specification (reported in Appendix C.2) is employed as the primary robustness check for
trend contamination. The Durbin-Watson statistic for the baseline regression model is 2.18,
within the 1.5-2.5 range conventionally interpreted as indicating no serious residual
autocorrelation, although the small sample renders the statistic weakly powered.

C.2. First-Differenced and Lagged-IV Specifications

A first-differenced regression of the form AMarketShare_t = (o + Pi-APatentCount_t + 3
2-DesignationStatus_t + (s'ACooperativeSize_t + e£_t was estimated to remove deterministic
trend components. The standardized coefficients retain positive signs for Patent Count (B_A
Pat = 0.31, p = 0.09) and Cooperative Size (B_ACoop = 0.28, p = 0.11), while Designation
Status weakens (B = 0.19, p = 0.24), as expected given the binary variable's limited
within-period variation once the level trend is removed. A lagged-IV specification (IVs
measured at t — 1, DV at t) was also estimated to address reverse-causality concerns. In
this model, Patent Count at t — 1 remains positively associated with Market Share at t (B
APat_{t—1}} = 0.39, p < 0.05), as does Cooperative Size at t — 1 (B_{Coop_{t—1}} = 0.33, p
< 0.05): Designation Status at t — 1 shows a weaker but positive association (B3 = 0.26, p =
0.08). This lagged pattern provides modest reassurance that the observed associations are

not solely a consequence of market success attracting new cooperative members in the
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same vyear. Full first-differenced and lagged-IV regression tables are reported in
Supplementary Tables C.1 and C.2.

C.3. Leave-One-Out Sensitivity and Bootstrap Confidence Intervals

To assess whether individual years disproportionately drive the baseline estimates, a
leave-one-out (LOOCV) sensitivity analysis was conducted by re-estimating the model ten
times, each time excluding one year. Standardized coefficients for Patent Count, Designation
Status, and Cooperative Size remained in the ranges 0.37-0.47 (mean = 0.42), 0.22-0.34
(mean = 0.28), and 0.30-0.41 (mean = 0.35), respectively, across all ten runs: no single
year's exclusion reversed the sign of any coefficient, indicating that the baseline estimates
are not driven by a single observation. Bootstrap 95% confidence intervals (10,000
resamples, bias-corrected and accelerated, BCa) were computed on the standardized
coefficients and are reported in Supplementary Table C.3: B_Patent [0.21, 0.58]; B
_Designation [0.07, 0.48]; B_Cooperative [0.18, 0.54]. All three intervals exclude =zero,
although they are necessarily wide given the small sample. Collectively, these robustness
analyses indicate that the baseline results are not artifacts of individual observations, while
reinforcing the paper's broader position that inferences drawn from the quantitative
component should be read as indicative rather than confirmatory and should be
triangulated with the qualitative case evidence in Section IV.2.
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emerging from the interaction among Subject, Environment, and Resources. To enhance
the practical applicability of the SER-M model, this study integrates SWOT analysis and
proposes methodological improvements. These include quantitative evaluation methods
for each element, an activity-based mechanism extraction process, refinement of the
Weight-sequence model, and the development of indicators for re-verifying mechanism
effectiveness. In particular, to move beyond a traditional element-centered approach, the
study systematizes mechanisms into seven types—MS, ME, MR, MSE, MSR, MER, and
MSER—and presents methods for their quantitative assessment. The improved framework
is applied to the competitive case between SK hynix and Samsung Electronics in the
HBM (High Bandwidth Memory) market to empirically verify that differences in
mechanism operation directly lead to differences in performance. Using data from 2020
to 2024, the study systematically extracts and analyzes element-specific activities
undertaken by both firms and compares how specific mechanisms were linked to the
outcome of market share expansion. Based on an activity-based Weight-sequence
analysis, the results further reveal that SK hynix adopted an externally oriented
approach in the order of “Environment — Subject — Resources,” whereas Samsung
Electronics followed an internally oriented approach of “Subject — Resources —
Environment.” This difference in strategic orientation is identified as a key factor that
reversed market leadership in the HBM market. Overall, this study demonstrates the
usefulness of a mechanism-based perspective in analyzing firm performance and
formulating strategy, and focuses on proposing and empirically validating ideas to
systematize the SER-M model and quantitatively operationalize its components to
enhance its practical applicability and objectivity.

Keywords: HBM competitive strategy; SWOT-SER-M integrated model: element-level
quantification: activity-based mechanisms; refinement of the Weight-sequence model:
re-verification of mechanism effectiveness

I. Introduction

1.1. Research Background

Various frameworks and models have been proposed to analyze firm performance and
formulate corporate strategies. Among them, the SER-M model proposed by Professor
Dong-Sung Cho has attracted considerable attention as an integrative analytical approach
that interprets firm performance through mechanisms arising from the interconnection and
interaction among three key elements: Subject, Environment, and Resources. By emphasizing
mechanisms rather than isolated factors, this model has contributed to overcoming the
limitations of traditional strategy models that focus on a single element. However, several
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studies, including those by Eom (Jae-Geun), have repeatedly pointed out the need for clearer
evaluation criteria for each element and more systematic methods for analyzing
inter-element interactions when applying the SER-M model in practice.

This study focuses on improving the application methodology of the SER-M framework
and applies the enhanced framework to the analysis of a notable reversal of market
leadership in the Korean semiconductor industry. Specifically, it investigates in detail how
SK hynix, a latecomer in the HBM (High Bandwidth Memory) segment, was able to overtake
Samsung Electronics, a global industry leader, during the five-year period from 2020 to
2024.

According to Counterpoint Research (2025), in the first quarter of 2024, the global
DRAM revenue market share reached 36% for SK hynix and 34% for Samsung Electronics,
marking the first time that the industry ranking was reversed. This case, in which Samsung
Electronics lost its leading position in the DRAM market after more than three decades,
vividly illustrates a structural shift in the memory semiconductor industry. In particular, SK
hynix is evaluated to have responded in a timely manner to the explosive growth in
Al-related demand, achieving an HBM market share of approximately 70% (THE ELEC, 2025).

1.2. Research Objectives and Methodology

The objectives of this study are threefold.

First, the study proposes improvements to the SER-M framework through the
integration of SWOT analysis, the establishment of quantitative evaluation criteria for each
element, and the refinement of the Weight—-sequence model.

Second, the proposed improvements to the SER-M model are applied to the HBM
competition between SK hynix and Samsung Electronics to verify the suitability and practical
applicability of the enhanced framework.

Third, the study analyzes the strategic differences between the two firms from a
mechanism-based perspective and derives key implications regarding the role of mechanisms
in explaining firm performance.

To achieve the research objectives, this study is structured around addressing the
following key research questions.

First, which aspects of the SER-M model require improvement to enable effective
practical application?

Second, how can SWOT analysis be effectively integrated into the SER-M framework?

Third, how can the framework be improved to enable the systematic identification
and extraction of mechanisms?

Fourth, what differences in mechanisms can be observed between SK hynix and
Samsung Electronics when applying the improved SER-M model?

Fifth, what implications does strategic priority analysis using the Weight-sequence
model (WSM) provide for understanding firm performance?

To address these five questions, the study first reviews prior research and analyzes
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methodological limitations, and then proposes the following improvement measures to
enhance the practical applicability of the SER-M framework.

First, the development of a SWOT-SER-M integrated model, in which the SER-M
elements (S, E, R) and mechanisms (M) are systematically integrated with the SWOT
framework (Strengths, Weaknesses, Opportunities, and Threats) to establish more detailed
and explicit evaluation criteria.

Second, the clarification of mechanism definitions and the systematization of the
extraction process by redefining mechanisms based on interaction patterns among Subject,
Environment, and Resources and the development of a research methodology and procedure
for mechanism identification.

Third, the refinement of the Weight-sequence model (WSM) by developing
methodologies to quantitatively evaluate and analyze both the relative importance (weight)
and application order (sequence) of elements, including mechanisms.

Fourth, the development of indicators for re-verifying mechanism effectiveness, which
enable reassessment of whether the identified mechanisms appropriately explain their impact
on firm performance.

Subsequently, to empirically validate the proposed SER-M framework, the study
analyzes the HBM market competition between SK hynix and Samsung Electronics from 2020
to 2024 (with some data extending to 2025). This case was selected because it represents a
rare instance in which a latecomer overtook an incumbent, making it particularly suitable
for testing the validity of a mechanism-based perspective. Research data are drawn from
industry statistics (WSTS, Gartner reports, 2023: data from semiconductor industry
association, 2022), corporate disclosures (annual reports, IR materials, earnings
announcements), industry analysis reports (from securities firms, consulting companies, and
research institutes), media coverage related to strategy, investment, and technology
development, as well as academic articles and research reports. Data reliability and validity
are ensured through cross-verification across multiple sources.

Finally, the study concludes by deriving implications from the SER-M framework
improvements and the case analysis, and by suggesting directions for future research and

continued refinement.

This study focuses on improving the practical applicability and analytical operability of
the SER-M framework by proposing a structured activity-based mechanism analysis
approach grounded in strategic management practice.

II. Methodological Improvements to the SER-M Framework

2.1. Development of the SWOT-SER-M Integrated Model

To systematically derive detailed SER-M elements, this study incorporates SWOT
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analysis into the SER-M framework. The integration of the SWOT-SER-M model is designed
to combine the strengths of both frameworks while compensating for their respective
limitations.

The SER-M model is an integrative strategic management framework that explains firm
performance through mechanisms composed of Subject, Environment, and Resources. The
significance of this framework lies in its shift away from the simplicity of traditional strategy
theories that focus on a single element, toward an emphasis on interconnections and
mechanisms among multiple elements.

Whereas Porter (1985) focused on industry structure and competitive environment, and
Barney (1991) proposed the resource-based view in which sustainable competitive advantage
arises from valuable, rare, and inimitable resources, the SER-M model presents an
integrative perspective that includes the Subject element alongside Environment and
Resources. A defining feature of the SER-M model is its emphasis on the idea that firm
performance is generated not by individual elements in isolation, but by their modes of
interaction—that is, by mechanisms (Cho, 2006).

Despite these strengths, several limitations of the SER-M model have been identified in
practical applications. Specifically, the lack of clearly defined evaluation criteria and
methods for each element (S, E, R) has led to reliance on subjective judgment by
researchers. In addition, the absence of a standardized mechanism extraction system has
raised concerns about analytical consistency. Further discussion is also needed regarding
concrete methodologies for determining relative importance and application order among
elements. These limitations have hindered the practical application of the SER-M model and
have prompted ongoing concerns about the consistency of analytical results (Eom, Cho &
Tac, 2017).

SWOT analysis has long been widely used as a strategic tool that systematically
categorizes a firm’s internal capabilities into Strengths and Weaknesses and its external
environment into Opportunities and Threats. According to Helms and Nixon (2010), SWOT
analysis is effective in clearly distinguishing internal and external factors and in
systematically identifying positive and negative attributes, and it is relatively easy to apply.
However, it is limited in capturing interactions among elements or identifying dynamic
mechanisms.

When appropriately combined, the SER-M model and SWOT analysis can complement
each other’s strengths and weaknesses. The Subject (S) and Resource (R) elements of
SER-M are closely linked to the internal strengths and weaknesses identified through SWOT
analysis, while the Environment (E) element corresponds to external opportunities and
threats. Mechanisms (M) can be connected to strategic response options derived from SWOT
analysis, such as SO, ST, WO, and WT strategies. By integrating the two frameworks, the
SER-M model benefits from clearer element-level evaluation criteria, while SWOT analysis
overcomes its static limitations, resulting in mutually reinforcing analytical advantages.
Figure 1 presents an integrated conceptual model combining the SER-M framework and the
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SWOT methodology.
[Figure 1] Integrated Model of the SER—M Framework and the SWOT Approach
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2.2. Standardization of Element-Level Indicators Using SWOT-Based SER-M

The sub-indicators were not intended to represent an exhaustive or universally fixed
taxonomy of SER elements, but rather a pragmatic operationalization designed to improve
analytical consistency and applicability in strategic case analysis.

To address the limitations identified in prior applications of the SER-M model, this
study analyzes previously conducted SER-M-based studies and integrates SWOT analysis into
each SER-M element in order to standardize a set of detailed indicators. By applying SWOT
logic to the Subject (S), Environment (E), and Resource (R) elements, the study restructures
these elements into a limited number of standardized indicators that can be more easily
operationalized and quantitatively evaluated.

2.2.1. Standardization of Subject (S) Indicators through SWOT Integration

The Subject element refers to human and organizational factors such as
decision-makers, leadership, and organizational culture. When integrated with SWOT
analysis, the Subject element can be evaluated by distinguishing between subject-related
strengths (Ss) and weaknesses (Sw). Subject strengths include managerial vision, leadership
capability, decision-making speed, and positive aspects of organizational culture, whereas
subject weaknesses encompass managerial bias, bureaucracy, delayed decision-making, and
unfavorable organizational culture.

To enhance applicability and facilitate future quantification, this study standardizes the
Subject element into five indicators from a capability-based perspective: executive leadership
(sl), decision-making speed (s2), organizational culture (s3), governance structure (s4), and
other subject-related factors (sb).

2.2.2. Standardization of Environment (E) Indicators through SWOT Integration
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The Environment element encompasses external factors surrounding the firm, including
market trends, competitive dynamics, technological change, and regulatory conditions. When
combined with SWOT analysis, the Environment element is classified into environmental
opportunities (Eo) and environmental threats (Et). Environmental opportunities include
market growth, the emergence of new technologies, and regulatory relaxation, while
environmental threats consist of intensified competition, market saturation, and regulatory
tightening.

Because the primary purpose of this study is firm-level case analysis, the Environment
element is evaluated not as an objective external condition per se, but rather in terms of
how firms perceive and respond to environmental changes. Accordingly, the Environment
element is subdivided into five standardized indicators: response to market (demand)
changes (el), relative position vis-a-vis competitors (e2), preparedness for emerging
technologies (e3), risk response capability (e4), and other environment-related factors (eb).

2.2.3. Standardization of Resource (R) Indicators through SWOT Integration

The Resource element refers to the tangible and intangible assets and capabilities
possessed by a firm. When integrated with SWOT analysis, resources are classified into
resource strengths (Rs) and resource weaknesses (Rw). Resource strengths include
technological capabilities, financial capacity, human capital, intellectual property, and brand
equity, while resource weaknesses include technological gaps, financial constraints, and
shortages of skilled personnel.

In this study, the Resource element is evaluated not in terms of mere possession, but
from the perspective of actual deployment and utilization. Accordingly, resources are
standardized into five indicators: human resources (rl), financial resources (r2),
technological resources (r3), brand value (r4), and other resource-related factors (rb).

This approach reflects the structured application of SWOT analysis proposed by Hill
and Westbrook (1997) and enables clearer and more consistent evaluation criteria when
applying the SER-M model.

2.2.4. Systematization of Mechanisms (M) through SWOT Integration

Mechanisms refer to the ways in which Subject, Environment, and Resource elements
are interconnected and operate together. In this study, a systematic method for deriving
mechanisms is proposed by integrating the strategy extraction logic of SWOT analysis with
the mechanism concept of the SER-M framework. Specifically, this approach links the
strategy derivation logic of the TOWS matrix proposed by Weihrich (1982) with the SER-M
mechanism concept, thereby enabling more structured identification of mechanisms.

When mechanisms are categorized based on SWOT-derived strategic responses, they
can be classified as follows.

First, growth mechanisms (Mso) refer to mechanisms that leverage strengths to exploit
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opportunities, corresponding to SO strategies.

Second, defensive mechanisms (Mst) are mechanisms that use strengths to counter
threats, corresponding to ST strategies.

Third, improvement mechanisms (Mwo) represent mechanisms that overcome
weaknesses to exploit opportunities, corresponding to WO strategies.

Fourth, survival mechanisms (Mwt) are mechanisms that simultaneously address
weaknesses and threats, corresponding to WT strategies.

These SWOT-based mechanisms can be wused in conjunction with the SER-M
element-based mechanisms (MS, ME, MR, MSE, MSR, MER, MSER) introduced in Section 3.3.
While SWOT-based mechanisms primarily indicate strategic direction and intent, SER-M
element-based mechanisms focus on explaining the structural patterns and interaction
processes through which elements are interconnected and performance is generated.

2.3. Establishment of a Mechanism Framework

From a mechanism-based perspective, firm competitiveness is explained by focusing on
the patterns of linkage and interaction among Subject, Environment, and Resources rather
than on these elements in isolation. Cho (2006) conceptualizes the firm as a purposive
organism and defines a mechanism as a dynamic principle through which Subject,
Environment, and Resources are integratively combined to repeatedly generate strategic
execution processes. In industries characterized by high uncertainty and rapid technological
change, superiority in any single element cannot guarantee success: even firms endowed
with abundant resources may fail to translate competitive advantage into performance if
they respond to environmental changes through inappropriate or misaligned mechanisms.

Although the importance of the mechanism-based perspective has been widely
discussed, there has been limited in-depth examination of its practical application. In
particular, few studies have provided clear definitions of mechanisms or systematic methods
for identifying how specific mechanisms operate across elements and contribute to
performance outcomes. Accordingly, this study seeks to clarify the concept of mechanisms
and to develop a more rigorous and operationalizable method for extracting mechanisms in
practice.

2.3.1. Redefinition and Classification of Mechanisms

To systematically analyze SER elements and their interconnections, this study redefines
mechanisms and classifies them into seven standardized types.
These mechanisms do not imply the absence of the other SER elements, but indicate
that a particular element plays the dominant role under given structural conditions.
First, mechanisms primarily driven by individual SER elements are defined as follows.
e MS (Subject-internal mechanism)refers to mechanisms that transform weaknesses of the
Subject element into strengths and generate synergy among subject-related strengths.
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e ME (Environment-internal mechanism)refers to mechanisms that convert environmental
threats into opportunities and link multiple opportunities in a coherent manner.
¢ MR (Resource-internal mechanism)refers to mechanisms that transform weak resource
elements into strengths and create synergy among resource-related strengths.
Second, mechanisms involving interactions between two SER elements are defined as
follows.
¢ MSE (Subject—-Environment mechanism)refers to mechanisms through which the Subject
perceives, anticipates, and responds to environmental changes or actively shapes the
market environment.
¢ MSR (Subject—-Resource mechanism)refers to mechanisms through which the Subject
secures, allocates, and utilizes resources.
¢ MER (Environment-Resource mechanism)refers to mechanisms that determine the type,
scale, and allocation of resources in response to environmental changes.
¢ Finally, MSER (Subject-Environment—-Resource integrated mechanism)refers to the core
mechanism in which all three elements interact organically to generate firm performance.
These seven mechanism types can be further cross-classified with the SWOT-based
mechanism categories (Mso, Mst, Mwo, Mwt) introduced in Section 2.2.4 to construct a more
fine-grained mechanism taxonomy. For example, MSE-so can be defined as a mechanism in
which subject-related strengths are leveraged to exploit environmental opportunities.

2.3.2. Activity-Based Mechanism Extraction Process

Mechanism extraction constitutes the core of the SER-M model and represents the
most challenging aspect of its practical application. To address this challenge, this study
proposes an activity-based mechanism extraction process that integrates the SER-M
framework with SWOT analysis. Unlike conventional approaches that rely on simple
aggregation of element scores, this method identifies mechanisms by analyzing
interdependencies among activities within and across elements and calculates mechanism
scores in a more precise and systematic manner.

The proposed process consists of the following steps.

First, identification of key activities by element: Core activities for each SER element
(S, E, R) are systematically identified through SWOT analysis. At this stage, concrete
activities actually undertaken by firms are extracted for each standardized indicator (sl-sb,
el-eb, rl-rb).

Second, evaluation and scoring of activities: The effectiveness of each activity is
evaluated using a five-point scale (1-5). Evaluation criteria include contribution to
performance, efficiency, and timeliness.

Third, assessment of inter-activity linkages: The degree of linkage among activities—
both within the same element and across different elements—is assessed using a scale
ranging from 0.5 (low linkage) to 1.0 (perfect linkage). This measure reflects the extent to
which activities generate synergy.

- 167 -



Fourth, calculation of mechanism scores. Mechanism scores in this study should not
be interpreted as independent variables equivalent to S, E, and R. Rather, they represent
operationalized relational intensities derived from interactions among SER activities:
Mechanism scores are calculated using the following formula: Mechanism score = linkage
weight X (sum of related activity scores / number of related activities)

Fifth, mechanism classification and labeling: The derived mechanisms are classified into
the seven mechanism types defined in Section 2.3.1, and descriptive labels are assigned to
reflect their characteristics.

By adopting this activity-based approach, the proposed method significantly enhances
the rigor and precision of mechanism identification and measurement, thereby improving
the analytical consistency and practical applicability of the SER-M framework.

2.4. Refinement of the Weight-Sequence Model (WSM)

The proposed WSM extension is heuristic rather than predictive in nature, and is
intended to support interpretive understanding of strategic priority and execution flow
rather than precise causal quantification.

The Weight-Sequence Model (WSM) explains how the relative importance (weight) and
the order of application (sequence) of Subject, Environment, and Resources influence firm
performance. Weight refers to the degree of attention and resource allocation assigned to
each element, whereas sequence refers to the temporal order in which these elements are
considered and applied in strategic decision-making. For example, a strategy that prioritizes
early recognition of environmental changes (sequence) and subsequently concentrates
resources on core technologies (weight) may be particularly effective in rapidly changing
environments (Cho & Moon, 2022). In this study, the WSM is refined as follows.

2.4.1. Measurement of Weights

In many prior studies, element-level weights (S, E, R) have been determined
qualitatively based on case analysis. In contrast, this study proposes a quantitative approach
that measures weights using indicators such as the relative allocation of personnel, budget,
and managerial attention: the influence of each element on strategic decision-making:
priorities reflected in official announcements and strategic documents: and evidence from
investment and execution patterns.

Scores derived from these indicators are aggregated to calculate the weight of each
element. In addition, the weights of element-internal mechanisms and inter-element
mechanisms are calculated by combining the average scores of activity-level indicators with
their linkage intensities, thereby incorporating mechanism scores into the overall weight
assessment.

2.4.2. Methodology for Sequence Analysis
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Conventional sequence-setting methods based solely on the magnitude of weights suffer
from conceptual overlap between weight and sequence and fail to capture the dynamic
nature of strategy execution. Moreover, since firm performance is typically generated
through inter-element mechanisms rather than through isolated effects of individual
elements, a more refined approach is required.

Accordingly, this study extends sequence analysis to include not only the SER elements
but also the associated mechanisms. Sequence is defined as the temporal order in which
specific mechanisms are considered and activated during strategy formulation and
execution. Sequence analysis is conducted through the following procedures:

First, decision-process analysis, which examines the order in which mechanisms are
considered during strategic decision-making.

Second, temporal precedence analysis, which identifies the chronological order in which
mechanisms appear in actual cases.

Third, causal linkage analysis, which examines how changes in one mechanism trigger
subsequent changes in others.

This approach enables systematic analysis of the temporal flow of strategic
decision-making and execution.

2.5. Development of Indicators for Re-verifying Mechanism Effectiveness

In addition to the WSM, this study develops a set of indicators to re-verify the
effectiveness of identified mechanisms. These indicators allow for reassessment of whether
the mechanisms derived through analysis appropriately explain their impact on firm
performance. The evaluation framework consists of the following five dimensions:

First, strategic fit, which assesses the degree of alignment between the mechanism and
the firm’s strategic objectives.

Second, efficiency, which evaluates performance outcomes relative to resource inputs.

Third, agility, which measures the speed and flexibility of responses to environmental
change.

Fourth, sustainability, which examines the potential of the mechanism to support
long-term competitive advantage.

Fifth, scalability, which assesses the applicability of the mechanism to other contexts or
business domains.

Each dimension is evaluated using a five-point scale (1-5), and the aggregated score
provides a quantitative basis for re-verifying differences in mechanism effectiveness.

2.6. Operational Structure of the Improved SER-M Framework

Figure 2 presents the operational structure of the improved SER-M framework
proposed in this study, synthesizing the methodological enhancements discussed above.
[Figure 2] The Enhanced SER—M Framework
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The improved framework integrates SWOT analysis with the SER-M model to establish
standardized evaluation criteria for each element, applies an activity-based process for
mechanism extraction, refines the WSM to capture both weight and sequence effects, and
incorporates re-verification indicators to assess mechanism effectiveness. Through this
integrated structure, the framework enhances analytical rigor, objectivity, and practical
applicability.

By systematically linking element-level evaluation, mechanism identification, and
dynamic mechanism-evolution analysis, the improved SER-M framework provides a
comprehensive tool for analyzing firm performance and formulating strategy in complex and

rapidly changing environments.

III. Validation of the Improved SER-M Methodology through a Corporate Case Study

This chapter applies the improved SER-M framework proposed above to the HBM
competition between SK hynix and Samsung Electronics, with the aim of validating the
operability and suitability of the enhanced framework.

3.1. Semiconductor Market Trends

A notable recent development in the semiconductor industry is the rapidly increasing
strategic importance of HBM (High Bandwidth Memory). HBM 1is an essential memory
semiconductor for high-performance computing domains such as supercomputing, graphics
processing, and artificial intelligence. By vertically stacking multiple DRAM dies, HBM
provides substantially higher bandwidth than conventional memory products. In particular,
since 2022, demand has grown sharply alongside the Al boom, positioning HBM as a new
growth engine for the memory semiconductor market (EE Times, 2024).

Unlike conventional DRAM, HBM significantly improves not only bandwidth but also
energy efficiency through 3D packaging technologies, and has become a critical component
for Al accelerators and GPUs that must process massive volumes of data at high speed. Its
bandwidth is estimated to be three to five times higher than DDR4/5 DRAM, and HBM is
projected to account for more than 14% of the total DRAM market by 2025 (Counterpoint
Research, 2025).

During the analysis period (2020-2024), the global semiconductor market exhibited
substantial volatility. According to the Semiconductor Industry Association (SIA, 2022) and
Gartner (2023), the market grew from approximately USD 439.0 billion in 2020 to USD 555.9
billion in 2021 (a 26% increase), after which growth slowed to 3.3% in 2022. In 2023, the
market declined by 8.2% to USD 526.8 billion due to inventory adjustments and falling
memory prices. In 2024, however, the market recovered to USD 627.6 billion, reflecting
19.1% growth driven by rising memory prices and expanding demand for Al semiconductors.
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The increasing share of high value-added, Al-related products in the memory market
is particularly noteworthy. In 2020, HBM accounted for only about 3% of the DRAM market,
but by 2024 it exceeded 12%, and its share is even higher in revenue terms.

During this period, the market positions of Samsung Electronics and SK hynix changed
significantly. In 2021, their respective DRAM market shares were 41.8% and 28.7%, while SK
hynix’s share slightly declined to 28.0% in 2022. However, conditions shifted beginning in
the second half of 2023 amid a deepening memory downturn. In the first quarter of 2025, a
reversal occurred, with SK hynix at 36% and Samsung Electronics at 34% (Counterpoint
Research, 2025).

In particular, SK hynix captured approximately 70% of the HBM market by absorbing
the surge in Al-driven demand for high value-added products. This outcome is attributed to
its successful development of HBM3E and its selection as memory for NVIDIA's Al
accelerators. SK hynix's HBM revenue is estimated to have increased by approximately
threefold in 2024 compared with 2023 (Energy Economic News, 2025).

In contrast, Samsung Electronics reportedly transferred most orders from its key
customer, NVIDIA, to SK hynix due to technical issues and delays in mass production of
HBM3. This outcome is in sharp contrast to Samsung's traditional dominance in the
conventional DRAM market. Based on the sources cited above, Samsung's HBM market
share is estimated to remain in the range of 30-40%.

3.2. Element-Level Analysis and Quantitative Evaluation under the Improved Model(S,E,R)

For element-level analysis and quantitative evaluation, this study identifies major
strategic-environment issues and the actual activities undertaken by both firms during 2020
-2024. Based on materials such as TrendForce News, Reuters reporting, CEO messages, IR
materials, the SK hynix Newsroom, and SGR reports, key events directly relevant to the
research are classified by element and summarized in Table 1.

<Table 1> Strategic Events and Major Activities by Year and Firm

Year Firm Key Activities

S: Announcement of CEO Lee Seok-hee's vision to become a “Memory Solution
Company” (Jan.)

R: Initiation of mass production of HBM2E (Q2)

SK hynix [E:Early recognition of increasing HBM demand driven by the Al boom (Q2)

[E: Formulation of a supply-chain diversification strategy in response tdg
[U.S.-China trade tensions (Q3)

2020 R: Launch of intensive recruitment of HBM-specialized engineers (H2)

20202020

Samsung [S: Strengthening leadership around the "Super-Gap strategy (Jan.)
Electronics [S: Establishment of inter-divisional personnel exchange(Q1)

R: Concentrated development of advanced 3nm EUV process technologies (Q2)
[E: Promotion of global manufacturing base diversification (Pyeongtaek, Xi'an
U.S., etc.) (Q3)

[E: Early establishment of a next-generation HBM technology roadmap (Ql) S
Specification of an Al-memory-centric strategic vision (Q1)

Samsung
Electronics

2021 SK hynix
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R: Initiation of focused investment in specialized HBM production lines (Q2)
[E: Systematization of monitoring of technology gaps with competitors
(Samsung, Micron, etc.) (Q3)

[E: Expansion of strategic partnerships with major technology firms (Q4)

S:  Reaffirmation of Vice Chairman Lee Jae-yong's semiconductor-centered
Imanagement vision (Q1)
R: Decision to sustain investment to maintain the “Super-Gap” strategy despite ar

Samsung [industry downturn (Q1)
Electronics [E:  Concentration on advanced process development, including GAA
(Gate-All-Around) technology (Q2)
R: Limited implementation of technology sharing between memory and system
lsemiconductors (Q4)
R: Expansion of patent acquisition in advanced process and packaging
technologies (Q3)
SK hynix [E: Formulation of product strategies aligned with the growth of NVIDIA A100 and
H100 GPUs (Q3)
R: Strengthening of strategic partnership with NVIDIA (Q4)
2022 R: Expansion of HBM2E mass production (Q1)
S: Continued decision-making delays due to complex approval processes (Q2)
Samsung [E: Initial recognition of delays in HBM technology development relative to SK
Electronics fhynix (Q3)
S: Reinforcement of a strategy pursuing balanced development between memory
land non-memory businesses (Q3)
R: Expansion of investment in HBM production facilities, including the M15X plant
(Q1)
IR: Completion of development of 12-high HBM3E stacking technology (Q2)
SK hynix [E: Strengthening of cooperation with TSMC on CoWoS packaging technology (Q3)
R: Full-scale establishment of a technology leadership image in HBM (Q3)
2023 S:  Optimization of clear role allocation and accountability across business
divisions (H2)
[E: Public acknowledgment of delayed responses to rising Al-memory demand (Q2)
Samsung [R: Expansion of strategies to reinforce system-semiconductor workforce (Q3)
Electronics [S: Maintenance of governance emphasizing checks and balances among businesg
divisions (H2)
R: Successful world-first mass production of HBM3E (Ql)
[E: Accelerated proactive response to rapid growth trends in the data-center
market (Q1)
SK hynix ?Q:Z)Strengthening brand positioning as a specialized Al-memory solution company
2024 [E: Completion of leading product-positioning strategies relative to competitorg
(Q2)
[E: Deepening loss of market opportunities due to delayed response to the A
Samsung [boom (Q1)
Electronics R: Continued delays in the full-scale mass production of HBM3 (Q1)

3.2.1. Analysis of the Subject (S) Element

Applying the improved SWOT-SER-M integrated model to the Subject element reveals

distinct characteristics for the two firms.
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For SK hynix, the Subject element includes strengths (Ss) such as a forward-looking
vision for the HBM market, a fast decision-making structure under a professional
management system, and customer-oriented leadership. In contrast, it also exhibits
weaknesses (Sw), including relatively limited R&D capacity and diversification constraints
stemming from a strong focus on a single technology domain.

Samsung Electronics shows strengths (Ss) such as strong leadership under the
“super-gap’ strategy, the ability to execute large-scale R&D investments, and strong global
brand power. At the same time, it exhibits weaknesses (Sw) such as delayed responses due
to a vertical decision-making structure, dispersed managerial attention across an excessively
broad portfolio, and a relatively low level of recognition (e.g., perceiving “HBM as not
fundamentally different from DRAM”). This Subject-element analysis indicates how leadership
and organizational structure shape strategic decision-making. In particular, while SK hynix’s
professional management system enabled rapid decisions, Samsung's vertical governance
structure appears to have constrained the speed of response to environmental change.

3.2.2. Analysis of the Environment (E) Element

Environment-element analysis indicates that, although both firms were exposed to the
same external environment, they differed substantially in how they perceived opportunities
and threats.

SK hynix perceived major opportunities (Eo) in the explosive increase in HBM demand
driven by the rapid expansion of the Al market, competitors’ delays in launching HBM
technologies, and U.S. policies reshaping the semiconductor supply chain. It perceived major
threats (Et) in cyclical downturns in the semiconductor market, geopolitical risks stemming
from U.S.-China tensions, and financial burdens associated with large-scale capital
expenditures.

Samsung Electronics perceived opportunities (Eo) in expanding global semiconductor
demand, the growth of the system semiconductor market, and the recovery of the memory
market. It perceived threats (Et) in abrupt shifts in demand for Al memory, global
supply-chain instability related to U.S.-China tensions, and weakening leadership in the HBM
segment.

3.2.3. Analysis of the Resource (R) Element

In the Resource element, SK hynix demonstrated strengths (Rs) such as leadership in
high-stack HBM technologies (12-layer HBMS3E), optimization capabilities in thermal
performance and compatibility design, and specialized Al-memory packaging infrastructure
(e.g., M15X). Its weaknesses (Rw) include relatively constrained capital availability compared
with Samsung, delays in advanced EUV process capabilities, and limited global production
footprint.

Samsung Electronics showed strengths (Rs) such as abundant financial and R&D
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resources, advanced 3nm EUV process technologies, and extensive global production
infrastructure (e.g., Pyeongtaek, Xi'an, and the United States). However, it also exhibited
weaknesses (Rw), including relative delays in HBM-related technologies, resource allocation
dispersed across multiple business domains, and insufficient capabilities for Al-memory
customized design.

Notably, while SK hynix concentrated investment on HBM-specialized technologies
despite limited capital, Samsung possessed larger resources but distributed investment
across diverse domains such as memory, system semiconductors, and foundry.

3.2.4. Quantitative Evaluation of Detailed Indicators by Element (S, E, R)

In prior practical applications of the SER-M model, researchers have repeatedly raised
concerns that classification criteria for elements (S, E, R) are unclear and that evaluation
standards are overly subjective. To address these issues, this study proposes differentiated
evaluation principles depending on research purpose.

For the purpose of future strategy formulation, Subject (S) and Resource (R) should be
evaluated from the perspective of the firm's possessed capabilities. However, for the
purpose of performance case analysis, evaluation should focus not on possessed capabilities
per se but on manifested subject capabilities and deployed resource capabilities. Similarly,
while Environment (E) may be assessed as-is when developing strategy, in case-based
performance analysis it should be evaluated in terms of how the Subject perceived and
responded to environmental change in order to improve analytical accuracy.

Based on the classification results above (strengths/weaknesses for Subject and
Resources, opportunities/threats for Environment), this study groups element-specific
activities into five standardized sub-indicators and evaluates them on a five-point scale in
terms of their contribution to the performance outcome—HBM market share. The
quantitative evaluation results and supporting rationales are presented in Table 2.

<Table 2> Standardization and Quantitative Evaluation Results for Element—Level

Sub—Indicators (S, E, R)

SK hynix Samsung Electronics
Evaluation Factors
Score (Rationale) tSo ltl::l Score (Rationale)) tSo l::l
Top 5 (HBM vision: professional > . (No.1 .
sl management management system) semiconductor vision; strong
leadership B ¥ leadership)
Subject
(S) ) Decision-making [5 (Rapid HBM investment; swift 3 (Vertical decision-making
Manifeste speed INVIDIA response) 24 |lcomplex approval process) 21
d . Organizational . . .
Capability| 43 |ourture (challenge 4 (Failure-tolerant, 4 (Perfection-oriented
‘ltechnology-driven culture) conservative culture)
openness)
s4 |Governance 5 (Clear inter-divisional 5
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s (Enterprise-wide  integration|
roles and responsibilities) with checks and balances)
Other
s5 ksubject-related 5 . (Aggregate of  other 4 (/.\gg.regate of
indicators) other indicators)
factors
Response to 5 (Alignment with GPU-driven 4 (Commodity DRAM focus
el Jmarket (demand) demand weak
changes srowth) new-demand sensitivity)
Competitive 5 (Advantage over 3 (Underestimation
e? . . .
positioning Samsung and Micron) of competitors)
Environm Preparedness for [ (Execution of . .
ent (E) . ) 3 (Over-reliance on interna
...| €3 Jemerging next-generation HBM
Recogniti . 25 Jroadmap) 17
technologies roadmap)
on /
Response - i
P . 5. e (Supply ghaln 4 (Internal
e4 Risk management [diversification vs. US-China . e
. supply-chain stabilization)
tensions)
Othgr 5 (Aggregate of  other 3 (Aggregate of
eb lenvironmental L. L
indicators) other indicators)
factors
5 (Focused recruitment of HBM B (Strengthgnlng
rl [Human resources L system-semiconductor
specialists)
workforce)
. . . . Di
Financial 5 (Strategic focus under capital 3 (Dispersed .
r2 . investment across multiplg
resources constraints) .
Resource businesses)
(®) Technological 5 (12-high HBM3E 24 13 (Relative delay 18
Input / ) .
P r3 [resources advanced stacking in HBM-related
Utilization .
(patents) technology) technologies)
4 Brand value 4 (NVIDIA ‘ partngr§h1p, 4 (Lgadlng semlcopductor
technology-oriented positioning) brand: quality reputation)
Other 5 (Aggregate of  other 4 (Aggregate of
rb L. o
resource factors [indicators) other indicators)

3.3. Quantitative Evaluation of Mechanisms and Results

Applying the activity-based mechanism extraction process proposed in this study, seven

mechanisms were quantified for each firm. The quantitative evaluation method uses the

sub-indicator scores (s1-rb) presented in Table 2 and incorporates linkage weights reflecting

interrelations among sub-indicators. Linkage weights were determined primarily based on

their estimated

relevant media reports,

trade publications,

and firms’

internal analyses.

impact on market share during the analysis period, with reference to
For research

efficiency, sub-indicators with negligible impact were excluded or assigned equal weights for

both firms. The results indicate substantial differences between the two firms in the ways

their activities interacted.
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3.3.1. Quantification of Internal Mechanisms (MS, ME, MR)

Internal mechanism scores are calculated using the following formula:

¢ Mechanism score = linkage weight X (sum of related activity scores / number of
related)

Here, linkage weight ranges from 0.5 (low linkage) to 1.0 (perfect linkage), and activity

scores correspond to element-level performance scores on a 1-5 scale. The quantification

results for the Subject-internal mechanism (MS) are presented in Table 3, showing that SK

hynix's MS

is characterized by strong

leadership, decision-making speed, and organizational culture.
<Table 3> Quantification Results for the Subject—Internal Mechanism (MS)

interactions among activities associated with

Firm Inlt:?;;gtri:g Indicator Scores and Rationale [Linkage Weight and Rationale Caflg‘;lfﬁed
\511131(;)1: HBM-centered strategic (0.9): _ Leadership 45 - 09
sl=s2 s2 (5): Rapid investment decision :tréoerégly influences decision X (5+5)/2
Isystem p
s1 (5): Customer-oriented . .
_ Istrategic focus (0'8)5‘ Leadership 3.6 =0.8
s17s3 3 (4): Collaborative :famfelga(r)lrtb;nizational culture X (5+4)/2
SK lorganizational culture p 8
hynix Is2 (5): Field-oriented (0.7): Decision speed
$2-s3 [decision-making system moderately 3.15 = 0.7
Is3 (4): Flexible organizational affects organizational X (5+4)/2
response responsiveness
Others Little synergy among remaining internal subject 0
indicators(Excluded from consideration)
Total 11.25
s1 (5): Persistence in super-gap [0.7): Misalignment
s1-s2 Istrategy between 2.8 = 0.7
Is2 (3): Vertical decision-making [strategy and decision X (5+3)/2
Istructure structure
s1 (5): Emphasis on past success (0.7): Partial 1i _
_ : e .7): Partial linkage between 3.15 = 0.7
Sam sl-s3 831(4)- Internal process-oriented leadership and culture X (5+4)/2
sung culture
s2 (3): Multi-layered review
Elec a-3  [process (0.6): Low synergy betweerny 2.1 = 0.6
tronics s3 (4): Large-scale organizational [decision-making and culture X (3+4)/2
Istructure
Others [Little synergy among remaining internal subject 0
indicators(Excluded from consideration)
Total 8.05
As shown by the difference in the degree of interactivity among Subject-related

activities, a gap of 3.2 points emerged between SK hynix and Samsung in MS. In particular,
SK hynix exhibited high
whereas Samsung showed relatively lower linkage (0.7), suggesting that SK hynix’s leadership

linkage (0.9) between

leadership and decision-making speed,

more positively influenced decision speed and organizational culture.

- 176 -




Applying the same approach to the Environment-internal mechanism (ME) reveals an
even more pronounced difference. SK hynix's ME was composed of effective interactions
among market-change response, competitive positioning, and preparedness for emerging
technologies.

The interaction between early detection of Al-driven demand growth and timely
recognition of competitors’ technology delays showed high linkage (0.9), yielding 4.5 points.
In particular, the interaction between identifying the HBM demand growth trend and
proactively developing high-stack technologies achieved perfect linkage (1.0), yielding 5
points. The interaction between competitor-threat analysis and building a next-generation
product roadmap also scored 4.5 points. Overall, SK hynix's ME total was evaluated at 14
points.

For Samsung Electronics, the interaction between maintaining a DRAM-centered market
view and projecting continuity of the existing competitive structure was assessed as low
linkage (0.6), yielding only 1.8 points. The interaction between DRAM-demand-centered
market forecasting and technology development based on its internal roadmap was also low
(0.6), resulting in 1.8 points. Similarly, the interaction between maintaining DRAM
competitiveness and roadmap-based technology development remained at 1.8 points with
linkage of 0.6. Consequently, Samsung's ME total was 6.35 points—7.65 points lower than SK
hynix.

This large gap suggests that SK hynix detected Al-market changes earlier and
accelerated HBM technology development accordingly, whereas Samsung's linkage between
market change and technology development was relatively weak.

A substantial difference was also observed in the Resource-internal mechanism (MR).
SK hynix's MR comprised effective interactions among human resources, financial resources,
and technological resources. The interaction between concentrated deployment of
HBM-specialized personnel and strengthening high-stack technology capabilities achieved
perfect linkage (1.0), yielding 5 points. The interaction between focused HBM investment and
proactive development of HBM3E technologies showed high linkage (0.9), yielding 4.5 points.
The interaction between securing/retaining key talent and concentrated R&D investment also
received 4 points with linkage of 0.8. As a result, SK hynix's MR total reached 13.5 points.

For Samsung Electronics, the interaction between distributing personnel across diverse
business areas and delays in HBM-related technologies showed limited linkage (0.7), yielding
2.45 points. The interaction between a dispersed investment strategy and a general-purpose
DRAM-based approach showed low linkage (0.6), yielding 1.8 points. The interaction between
maintaining a global talent pool and distributing resources across diverse business areas
also remained at 2.45 points with linkage of 0.7. Consequently, Samsung’s MR total was 6.7
points—6.8 points lower than SK hynix.

This difference can be interpreted as reflecting SK hynix’'s focused investment in core
technological capabilities, whereas Samsung distributed resources across multiple business
domains.
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3.3.2. Quantification of Interaction Mechanisms (MSE, MSR, MER, MSER)

Interaction-mechanism analysis quantifies the strength of interactions and synergy
effects among Subject (S), Environment (E), and Resources (R). Using the same
activity-based formula above, this study derives scores and presents the results in Table 4.

<Table 4> Quantification Results for the Subject-Environment Interaction Mechanism (MSE)

Firm ctilgrtleg;ir Indicator Scores & Rationale Interrelatedness & Rationale Coélég;léed
s1 (5): HBM-centered strategic (0.9): Strong alignment
sl-el [vision between strategic direction 45 =10.9
el (5): Early detection of rapid Al |and market expansion X (5+5)/2
demand growth forecast
52 (5): Rapid
investment decision-making (0.9): Rapid investment 45 =09
s2-e2 |2 (5): Opportunity enabled early market capture ><'(5+5)/'2
capturefrom amid competitors delays
SK hynix competitors technology delays
53 (4): Flexible (0.8): Flexibl 1t
_ organizational responsiveness -0 Flexible culture . 3.6 =0.8
s3-e3 63°(5): Accelerated HBM3E Eﬁ\(]z%t&ted collaboration with X (4+5)/2
development
Others [Partial consideration of residual synergies among other indicators 0.9
Total 13.5
1 (5): | Persistence of (0.6): Mismatch
super-gap between 27 =06
sl-el |strategy super-gap strategy ><'(5+4)/'2
el (4): Underestimation of Al and
demand emerging demand
s2 (3): Vertical decision-making (0.5): Sl decision-maki 15 =05
s2-e2 [structure e2 (3): Underestimation of [\>->) S/OW deClSlon-maxing Y
Samsung SK hynix threat led to lag in HBM competition X (3+3)/2
Electronics -
s iilg?elntemal process-oriented (0.6): Conservative culture 21 - 06
s3-e . constrained response to Y,
e3 (3): Roadmap-based : X (4+3)/2
technology development external technological change
Other s [Partial consideration of residual synergies among other indicators 0.45
Total 6.75

As shown in Table 4, SK hynix's MSE was evaluated at 13.5 points, reflecting the high
linkage between establishing an HBM-oriented strategic vision and detecting Al-driven
demand growth, as well as the strong linkage between rapid decision-making and proactive
technology development. In contrast, Samsung's MSE was only 6.75 points, which can be
attributed to weak linkage between the super-gap strategy and underestimation of Al
demand, and limited linkage between its vertical decision-making structure and technology
development based on its internal roadmap.

Using the same method, SK hynix's Subject-Resource interaction mechanism (MSR)
score was 13.1 points, indicating that high linkage between HBM focus and
stacked-technology development and synergy between a collaborative culture and
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deployment of HBM-specialized personnel played important roles. Samsung's MSR score was
7.05 points, which can be interpreted as reflecting partial linkage between the super-gap
strategy and diversified technology investment and limited synergy between a
process-oriented culture and dispersed staffing.

SK hynix’'s Environment-Resource interaction mechanism (MER) recorded the highest
score at 14.0 points, driven by perfect linkage between Al-demand detection and HBM
technology development and strong linkage between capturing competitive opportunities and
focused investment. Samsung's MER scored 6.7 points—the lowest among its mechanisms—
reflecting weak linkage between DRAM-demand-centered forecasting and delays in HBM
technologies, as well as limited linkage between underestimating threats and dispersed
investment.

In the integrated Subject-Environment-Resource mechanism (MSER), which synthesizes
these interactions, SK hynix scored a total of 17.7 points: 6 points for a “selection and
concentration” mechanism in which S, E, and R elements were integrated effectively; 6
points for an“agile market-response” mechanism characterized by environment sensing —
resource reallocation — subject execution: and 5.7 points for a customer-collaboration
mechanism based on building a strategic partnership with NVIDIA.

Samsung's MSER was comparatively low at 10.24 points: 2.2 points for a super-gap
maintenance mechanism characterized by only partial linkage among strategy, environment,
and resources; 2.33 points for a diversification—balance mechanism that reduced the degree of
focus on HBM:. 1.5 points for an internal-roadmap-centered mechanism that weakened
external linkages; and 4.21 points for a scale-economy-seeking mechanism.

3.3.3. Summary of the Quantitative Results for the Seven Activity-Based

Mechanisms

Table 5 summarizes the quantified scores of each mechanism for SK hynix and
Samsung Electronics.

<Table 5> Summary of Quantified Mechanism Scores for SK hynix and Samsung Electronics

Categories MS ME MR MSE MSR MER MSER

SK hynix 11.25 14.0 13.5 13.5 13.1 14.0 17.7
Samsung Electronics 8.05 6.35 6.7 6.75 7.05 6.7 10.24

Differences 3.2 7.65 6.8 6.75 6.05 7.3 7.46
As shown in Table 5, SK hynix scored higher across all mechanism types. The largest

gaps emerged in the Environment-internal mechanism (ME) and the Environment—-Resource
interaction mechanism (MER), indicating that SK hynix more accurately detected Al-market
changes and HBM technology trends and allocated resources accordingly.

Samsung achieved a relatively high score in the Subject-internal mechanism (MS)
(8.05), but exhibited substantial weaknesses in environment-related mechanisms, suggesting

limitations in recognizing and responding to environmental change despite strong leadership
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and organizational capabilities.

A large difference was also observed in the integrated mechanism (MSER): SK hynix
(17.7) versus Samsung (10.24), with a gap of 7.46 points. This result reflects differences in
the effectiveness of integrated interactions among the three elements. For SK hynix,
environment sensing (E) and resource allocation (R) were effectively connected to strategic
decision-making by the Subject (S), generating synergy, whereas Samsung’s inter-element
linkages were relatively weak.

In terms of activity linkage, SK hynix demonstrated high linkage values (0.8-1.0),
indicating that strategic direction, resource allocation, and environmental response were
tightly coordinated. In contrast, Samsung showed relatively lower linkage (0.6-0.7),
suggesting insufficient coordination and synergy across activities.

3.4. Analysis Using the Weight-Sequence Model (WSM)

Beyond the conventional element-centered (S, E, R) Weight-sequence model, this study
applies an activity-based Weight-sequence model to conduct a more granular analysis of
the two firms' approaches. The results reveal distinct patterns in strategy execution.

3.4.1. Application of the Classical Weight-Sequence Model

Based on the standardized quantitative evaluation results for each element in Table 2,
SK hynix's element-level weights were highest for the Environment element at 34%,
reflecting the importance of activities such as detecting Al-demand growth and
understanding NVIDIA's requirements.

The Resource element followed at 33%, reflecting HBM technology development and
concentrated R&D investment. The Subject element was also 33%, driven by activities such
as establishing strategic vision and building a rapid decision system. However, because the
differences across elements are small, this approach has Ilimitations in identifying
meaningful differences in priorities.

The sequence of application illustrates an externally oriented approach. First, SK hynix
detected environmental change by identifying Al-market growth and HBM demand trends
early. Second, the Subject formulated a strategic response by establishing an HBM-focused
strategy and creating a rapid decision-making system. Third, resources were concentrated
by allocating R&D resources toward HBM technology development. This “Environment —
Subject — Resources” order clearly reflects an externally oriented approach in which the
firm sensitively detects environmental change, responds strategically, and then concentrates
resources accordingly.

In contrast, Samsung’s element-level weights were highest for the Subject element at
38%, reflecting the importance of the super-gap strategy and global leadership. The
Resource element accounted for 32%, including diversified technology investments and
global infrastructure building. The Environment element was lowest at 30%, indicating
relative weaknesses in market forecasting and competitor analysis. Its sequence reflects an
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internally oriented approach: first, the Subject maintained leadership centered on the
super-gap strategy: second, resources were dispersed across multiple technology domains:
third, the firm sought to recognize and respond to environmental change. This “Subject —
Resources — Environment” order exemplifies an internally oriented approach in which the
firm establishes its internal strategic direction and deploys resources first, and then
responds to environmental change.

3.4.2. Application of the Extended Weight-Sequence Model

For the extended Weight-sequence analysis, key mechanisms by year—judged to have
influenced changes in market share—were extracted based on the element-specific activities
presented in Table 1 and summarized in Table 6.

<Table 6> Key Activity—Based Mechanisms by Year and Firm

Year Firm Major Activity-Based Mechanisms by Year

MS: Establishment of technology-driven leadership and fast decision-making
SK hynix system (H1) N . ‘ .

¥y IMSE: Establishment of a decision-making system responsive to environmental
2020 changes (Q3)

Samsung [MS: Maintenance of vertical leadership structure and hierarchical decision-making
Electronics |system (H1)

%\/ISRZ Implementation of resource reallocation aligned with HBM-focused strategy
. Q2
SK hynix ME: Strengthening mechanisms for sensitive detection of changes in customer

2021 demand (Q2)

MSR: Establishment of dispersed resource allocation strategy across diverse
technology domains (Q3)
MSER: Construction of a diversification—-balance mechanism (H2)

Samsung
Electronics

MR: Acceleration of concentrated R&D investment in HBM technologies (Q1) MSER:
SK hynix Establis)h(mer)lt of a customer collaboration mechanism (joint development with
INVIDIA) (Q4

2022 Samsung [MSE: Maintenance of an environment-response approach centered on internal
Electronics technology roadmaps (Q2)

SK hynix MER: Strengthening a flexible resource reallocation system aligned with market
y demand changes (Q1)

2023 IMER: Intensification of weak linkage between market changes and resource
Samsung Jallocation (Q1)
Electronics [ME: Continued environment perception centered on the commodity DRAM market

(Q3)

MER: Further expansion of R&D investment aligned with Al market growth (Q3)
SK hynix |[MSER: Advancement of an integrated value-creation mechanism centered on the
Al ecosystem (Q3)

2024

Samsung [MSER: Maintenance of a competitiveness-securing mechanism based on economies
Electronics [of scale (Q3)

Based on these results, the study further subdivided elements by time period and
integrated the weights of operating mechanisms to construct a final weight—-sequence model,
the results of which are presented in Figure 3.
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[Figure 3] Comparison of the Extended Activity—Based Weight-Time Model for SK hynix and

Samsung Electronics

Extended WSM for SK Hynix Extended WSM for Samsung Electronics
Weight (%) MSER Weight (%)
25 25 S1
MSER
E1l R3 R3 S1 1
20 20 E
E3 MSER MSE R2 R3
15 15 R3 S1 S2
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S| RSt Ra R2 o | Ea E1l E2 o
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ME s
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A comparison of the extended activity-based Weight-sequence patterns yields deeper
implications as follows.

First, the micro-pattern of successful strategy: SK hynix’s success is attributable not
only to macro-level allocation across S, E, R, and M, but also to timely combinations and
evolution across detailed elements over time. In particular, a logical evolutionary pattern—E1l
(response to market change) — E3 (preparedness for emerging technologies) — R3
(technological resources) — MSER (integrated mechanism)—was linked to superior
performance.

Second, the importance of qualitative substance within detailed elements: Even when the
same sub-indicator is considered (e.g., R3 technological resources), differences in focus and
direction can generate performance gaps. The contrast between SK hynix's concentrated
investment in HBM-specialized technologies and Samsung’'s emphasis on general-purpose
advanced technologies was decisive.

Third, systematic development of mechanism sophistication: SK hynix first strengthened
individual SER elements and then advanced mechanisms in stages—from simple mechanisms
(MS, ME, MR), to composite mechanisms (MSE, MSR, MER), and ultimately to the integrated
mechanism (MSER). This highlights the importance of a staged approach to mechanism
building.

Fourth, the «critical role of temporal first-mover advantage: Early recognition and
response to key sub-indicators—particularly E1 (response to market change)—clearly served as
a starting point for subsequent strategic development. Samsung also experienced a late surge
in E1, but it was largely reactive.

Overall, this extended sub-element-level weight-time model further enhances the
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practical applicability of the SER-M framework and provides guidance for firms to design
optimal combinations and evolutionary patterns among detailed elements over time when
formulating strategy.

3.5. Re-verification of Mechanism Effectiveness

Although the quantitative mechanism scoring attempted to be as objective as possible
based on the analysis of all collected data, the approach inevitably involves some reliance
on qualitative judgment by the researcher. To complement this limitation, the effectiveness
of each firm’'s mechanisms—deemed to have had decisive effects on changes in HBM market
share—was re-verified using the five indicators presented in Section 2.5: strategic fit with
objectives, efficiency relative to inputs, agility in responding to environmental change,
sustainability, and scalability. Each indicator was evaluated on a five-point scale.

3.5.1. Evaluation of Mechanism Effectiveness for SK hynix

Overall, the effectiveness of SK hynix's core mechanisms received high scores, as
summarized below.

The first core mechanism, the “selection and concentration mechanism, received 5
points for strategic fit, reflecting strong alignment with the strategic importance of the HBM
market. It also received 5 points for efficiency due to effective utilization of limited
resources, and 5 points for agility due to rapid responses to market change. However,
sustainability and scalability were relatively lower at 3 points each, reflecting limitations in
long-term portfolio diversification and limited applicability to other domains. The average
effectiveness score for this mechanism was 4.2, indicating a high level of effectiveness.

The second core mechanism, the “agile response to market change mechanism,”showed
even higher effectiveness. Strategic fit was evaluated at 5 points as an optimal response to
rapid Al-market changes, and efficiency received 4 points due to improved efficiency
enabled by rapid decision-making. Agility was also evaluated at 5 points based on proactive
identification of market opportunities. Sustainability received 4 points, and scalability
received 5 points due to applicability to various market changes. The average effectiveness
score for this mechanism was 4.6, indicating a very high level.

The third core mechanism, the “customer collaboration mechanism,”also demonstrated
high effectiveness. Strategic fit received 5 points due to its strong focus on meeting
customer needs, and efficiency received 4 points due to efficiency gains through joint
development. Agility received 5 points due to rapid responses to customer requirements.
Sustainability received 5 points due to long-term partnership formation, and scalability
received 4 points due to the potential to expand to other customers. The average
effectiveness score for this mechanism was 4.6, again indicating a very high level.

In sum, SK hynix exhibited high overall mechanism effectiveness (4.2-4.6), particularly
in the agile market-response mechanism and the customer collaboration mechanism,
suggesting that SK hynix achieved superior performance through strong sensitivity to
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environmental change and outstanding capability to meet customer requirements.
3.5.2. Evaluation of Mechanism Effectiveness for Samsung Electronics

Samsung Electronics’ core mechanisms generally exhibited lower effectiveness than
those of SK hynix.

The first core mechanism, the “super-gap maintenance mechanism, showed limited
effectiveness across multiple dimensions. Strategic fit received 3 points because it was
suitable for the conventional DRAM market but less appropriate for the HBM market.
Efficiency received 2 points due to limited outcomes relative to substantial resource. Agility
received only 1 point due to delayed responses to market change. Sustainability and
scalability each received 3 points, resulting in an average effectiveness score of 2.4,
indicating a low level.

The second core mechanism, the “diversification—balance mechanism,”showed relatively
higher effectiveness. Strategic fit received 3 points because while the portfolio approach was
broadly appropriate, it was less suitable for responding to specific market shifts. Efficiency
received 2 points due to reduced efficiency from dispersed resources. Agility was also low at
2 points. In contrast, sustainability received 4 points due to long-term portfolio advantages,
and scalability received 4 points due to applicability across multiple market domains. The
average effectiveness score for this mechanism was 3.0, indicating a moderate level.

The third core mechanism, the “internal-roadmap-centered mechanism, showed very
low effectiveness. Strategic fit received 2 points because a plan-centered approach created a
gap with market change. Efficiency received 3 points, but agility was only 1 point due to
rigid processes. Sustainability received 2 points as its viability in a rapidly changing market
was questionable, and scalability was evaluated at 3 points because the internal process
could be expanded but continued to face market-fit problems. The average effectiveness
score for this mechanism was 2.2, indicating a very low level.

3.5.3. Synthesis of Comparative Effectiveness

The comparative results indicate that SK hynix's mechanisms were better aligned with
the HBM market environment, with particularly large differences observed in agility. This
finding is consistent with D'Aveni's (1994) hypercompetition argument that in rapidly
changing environments, the ability to repeatedly build temporary advantages is critical,
which requires agile sensing and response to market change and flexible reallocation of
resources. In hypercompetitive contexts, agile environmental response, efficient resource
allocation, and close customer collaboration can constitute key sources of competitive
advantage, and SK hynix's mechanisms can be interpreted as effectively embodying these
factors. Table 7 compares the effectiveness scores of the core mechanisms of the two firms.

<Table 7> Comparison of Effectiveness Scores for Core Mechanisms: SK hynix vs. Samsung

Electronics
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SK hynix - Core Mechanisms SamsungMEg(e:ﬁ;rrgrslir(is - Core
Mechanism Effectiveness Strategic Resr-’)\frillge to|_Customer | Sustaining | Diversificati|Roadmap-Or
Concentratio Market Collaboration| L:;)((legrsGl{aig ° Islt rg?ézl;ce Alp;e)?gggh

n Changes
Strategic Fit 5 3 3 2
Efficiency 5 4 4 2 2 3
Agility 5 5 5 1 2 1
Sustainability 3 4 5 3 4 2
Scalability 3 5 4 3 4 3
Average Score 4.2 4.6 4.6 2.4 3.0 2.2

These results suggest that, under rapidly changing HBM market conditions, mechanisms
characterized by rapid environmental sensing and timely resource reconfiguration tended to
achieve superior strategic performance. Rather than relying on past success, mechanisms
that enable agile responses to environmental change and flexible resource allocation aligned
with customer requirements appear to be particularly effective.

IV. Conclusions

This study proposed a set of methodological enhancements to improve the practical
applicability of the SER-M framework, including integration with the SWOT approach, an
activity-based mechanism extraction process, refinement of the Weight-Sequence Model
(WSM), and the development of indicators for re-verifying mechanism effectiveness. By
applying the improved framework to the competitive case between SK hynix and Samsung
Electronics, this study derived several meaningful insights.

4.1. Key Contributions of the Framework Improvements

The major outcomes of the proposed methodological improvements to the SER-M
framework can be summarized as follows.

First, through the application of the SWOT-SER-M integrated model, this study
provided systematic evaluation criteria for SER-M elements and enhanced analytical rigor
by explicitly classifying factors into strengths, weaknesses, opportunities, and threats.

Second, using the activity-based mechanism derivation process, this study proposed a
systematic methodology for deriving and quantifying mechanisms by analyzing interaction
patterns among activities both within and across elements.

Third, by refining the Weight-Sequence Model (WSM), this study developed an approach
to quantitatively analyze element-level priorities (weights) and the order of application
(sequence).
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Fourth, through a mechanism effectiveness re-verification scheme, this study proposed
multi-dimensional indicators that allow researchers and practitioners to evaluate the
effectiveness of derived mechanisms from diverse perspectives.

Collectively, these methodological enhancements are expected to improve not only the
objectivity of SER-M-based analyses but also the ease of application in practice.

4.2. Key Insights from the Case Analysis

The case analysis applying the improved SER-M framework to the competition between
SK hynix and Samsung Electronics can be summarized as follows.

First, the performance gap between the two firms was driven less by individual
elements—Subject, Environment, and Resources—than by differences in the mechanisms
through which these elements were combined. SK hynix's mechanisms of selection and
concentration, agile response to market change, and customer collaboration operated
effectively in the HBM market, whereas Samsung's mechanisms of super-gap maintenance,
diversification balance, and internal-roadmap-centered decision-makingwere comparatively
less effective.

Second, the activity-based Weight—-sequence analysis indicated that SK hynix adopted
an externally oriented approach in the order of “Environment — Subject — Resources,”
while Samsung adopted a more internally oriented approach in the order of “Subject —
Resources — Environment.” These differences in Weight—-sequence patterns had decisive
effects on response speed to environmental change and on efficient resource allocation.

Third, activity-based mechanism analysis confirmed that the degree of inter-activity
linkage within and across elements is critically connected to mechanism effectiveness. SK
hynix exhibited high linkage values (0.8-1.0), whereas Samsung showed relatively lower
linkage (0.6-0.7).

Fourth, the mechanism effectiveness re-verification results showed that SK hynix's
mechanisms achieved particularly high scores in terms of fit and agility (4.2-4.6), whereas
Samsung’s mechanisms received comparatively lower scores (2.2-3.0). This indicates that SK
hynix’s mechanisms were more suitable for the rapidly changing HBM market environment.

These insights are consistent with the emphasis by Christensen and Raynor (2003) in
The Innovator's Solutionon the importance of market sensing capabilities and resource
allocation. In particular, the mechanisms established by SK hynix illustrate a strategic
approach through which a late-moving firm can catch up with a leading incumbent in
fast-evolving technology markets.

4.3. Implications and Practical Guidelines

4.3.1. Theoretical Implications

The theoretical implications of this study are as follows.
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First, by integrating SWOT, proposing an activity-based mechanism extraction process,
and refining the Weight-sequence model, this study strengthened the methodological
foundation of the SER-M model. Specifically, by offering concrete analytical procedures for
a mechanism-based perspective, the study advances the theoretical completeness of SER-M.

Second, this study systematized answers to the research questions by proposing an
effective integration between SWOT analysis and the SER-M model. In particular, the
structured linkage between SWOT categories (strengths, weaknesses, opportunities, threats)
and SER-M elements (Subject, Environment, Resources) represents an innovative approach
that combines the advantages of both theoretical frameworks.

Third, through an empirical case analysis of SK hynix and Samsung Electronics, this
study validated the wusefulness of a mechanism-based perspective. It provided logical
evidence supporting the core proposition that, under similar environmental conditions,
differences in mechanism operation can generate differences in performance outcomes. This
contributes an integrative explanatory tool that extends beyond both the Structure-Conduct-
Performance (SCP) paradigm and the Resource-Based View.

Fourth, by presenting an activity-based Weight-sequence model, this study suggests
that effective Weight—-sequence patterns may differ by industry depending on the speed of
environmental change. In doing so, it provides a theoretical basis for context-optimized
strategic choice.

Fifth, by proposing an integrated strategic analysis framework combining SWOT,
SER-M, and the Weight-sequence model, this study provides a theoretical foundation for
multi-dimensional and in-depth analysis of complex strategic phenomena that are difficult to
explain using a single theoretical lens.

These theoretical implications align with the dynamic capability assessment framework
proposed by Helfat et al. (2007). In particular, the systematic approach to extracting and
evaluating mechanisms suggests a new analytical pathway for empirical validation in
strategic management research.

4.3.2. Practical Implications

The practical implications of this study for corporate strategy formulation and analysis
are as follows.

First, the improved SER-M framework can serve as a practical tool for systematically
analyzing a firm's current strategy or performance and diagnosing underlying problems. In
particular, the integration with SWOT enhances accessibility for practitioners by leveraging a
familiar framework.

Second, the activity-based mechanism design guidelines facilitate strategy formulation
by providing actionable guidance on how to design and apply effective mechanisms to
achieve strategic objectives. By outlining how to strengthen inter-activity linkage within and
across elements, the framework can improve both effectiveness and consistency during
strategy execution.
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Third, the framework supports managerial decision-making by suggesting ways to
strategically adjust the weight of resource allocation and the sequence of application across
elements. This provides useful guidance for allocating constrained resources efficiently and
prioritizing strategic actions in rapidly changing environments.

Fourth, the case of SK hynix and Samsung FElectronics enables identification of
effective mechanism patterns in the semiconductor industry, which may be used as
benchmarking material. In particular, SK hynix's mechanisms provide actionable insights for
firms in similar circumstances seeking to catch up with leading incumbents.

Fifth, by proposing design principles for agile response mechanisms to environmental
change, this study supports firms in enhancing strategic flexibility—an increasingly critical
capability for survival and growth in uncertain business environments. Overall, the findings
emphasize the importance of continuously adjusting and improving mechanisms in
fast-changing contexts.

4.3.3. Practical Application Guidelines

This study proposes application guidelines by distinguishing between applying the
improved SER-M framework for analyzing existing strategies or performance and using it for
future strategy formulation.
First, the process for analyzing existing strategies or performance is as follows:
¢ SWOT-SER-M analysis: Systematically analyze Subject, Environment, and Resources by
linking them to SWOT categories

¢ Jdentify interaction patterns using activity-based analysis: Identify core activities and
analyze inter-linkage patterns.

¢ Jdentify and label key mechanisms: Classify and name major mechanism types.

¢ Weight-sequence analysis: Analyze the relative importance (weights) and the order of
application (sequence) across activities.

* Mechanism effectiveness evaluation: Evaluate the effectiveness of derived mechanisms.

¢ Derive strategic implications: Derive strategic implications based on the analytical results.

This analytical process reflects a comprehensive SER-M application that recognizes the
gap between intended and realized strategies and incorporates emergent strategy, consistent
with Mintzberg's (1994) argument in The Rise and Fall of Strategic Planning.

In contrast, the process for formulating future strategies is proposed as follows:

e Set strategic objectives: Clearly define strategic goals.

¢ SWOT-SER-M analysis: Analyze the current state of Subject, Environment, and Resources

¢ Design target mechanisms: Design ideal mechanisms to achieve strategic objectives.

¢ Plan Weight-sequence adjustments: Develop plans to adjust element-level weights and
application sequence.

¢ Develop an execution plan: Establish detailed implementation plans to realize the
mechanisms

e Establish a performance monitoring system: Build feedback and monitoring systems for

- 188 -



mechanism effectiveness.
This future-oriented planning process reinterprets Grant's (2003) approach—emphasizing
flexibility and adaptability in turbulent environments—through the lens of the SER-M model,
enabling mechanism-centered strategy design.

4.4. Limitations and Directions for Future Research

4.4.1. Limitations of the Study

Although this study provides new insights into methodological improvements and
practical applications of the SER-M framework, it has several limitations.

First, because the analysis focuses on only two firms within a single industry
(semiconductors), further research is needed to generalize the findings. Future studies
should apply the improved framework to multiple industries and firm cases to test
generalizability.

Second, the five-year analysis window (2020-2024) may be relatively short for validating
long-term mechanism effectiveness. Longitudinal research over a longer period is needed to
analyze the evolution of mechanisms and their long-term impacts on performance.

Third, while mechanism quantification was advanced, the methodology remains at an
early stage, and fully quantifying all elements has inherent limitations. Some degree of
qualitative evaluation by the researcher is unavoidable. The proposed quantification
approach should be interpreted as a structured operational framework for comparative
strategic analysis rather than a statistically validated causal model. Therefore, additional
validation and the development of more sophisticated measurement tools are required,
especially to further objectify inter-activity linkage measurement and mechanism
effectiveness evaluation.

Fourth, while this study focuses on integrating SWOT and SER-M, future research may
explore integration with other strategic tools that have lower methodological overlap (e.g.,
the Balanced Scorecard, value chain analysis).

4.4.2. Future Research Directions

To address these limitations and expand the applicability of the improved SER-M
framework, future research should apply the framework across diverse industries and firm
cases to enhance generalizability and practical usefulness. In addition, research that
examines how mechanisms change under more radical environmental shifts—such as digital
transformation—represents a promising direction. More specifically, future research
directions include:

First, developing detailed indicators for quantitative measurement of mechanisms:
Developing sub-indicators and measurement methodologies to evaluate mechanism
effectiveness more objectively.
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Second, comparative studies across industries: Applying the improved SER-M
framework beyond semiconductors and comparing effective mechanism patterns across
industries based on sector-specific characteristics.

Third, longitudinal studies on mechanism evolution and performance impacts:
Investigating how firm mechanisms evolve over time and how such changes influence
long-term performance.

Fourth, developing SER-M automation tools using big data and Al: Building corporate
databases and developing analytical tools that automatically derive SER-M elements and
mechanisms.

Such research is expected to contribute to expanding the SER-M framework’s scope,
improving its practical utility, and strengthening its theoretical foundation.
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A 16-store regional bakery (Sungsimdang, Daejeon) sustains higher absolute operating
profit than a 3,446-store national franchise (Paris Croissant). Using a longitudinal
embedded single-case design with five data sources (50 interviews, 12 field observations,
500-respondent survey, 1956-2024 archives, comparative financials), we apply Gioia-style
coding and process tracing to explain this asymmetry. Three findings emerge. First, the
advantage is a temporally ordered accumulation of place-embedded intangibles:
founder-identity continuity (S) — place-embedded emotional marketing (E) —
experiential-density store operations (R) — a self-reinforcing value-creation mechanism
(M). Second, the inferred resource-weighting profile (S = 30%, E = 20%, R = 20%, M =
30%) places identity and mechanism above environment and resources, departing from
balanced-scorecard intuition. Third, sensory cues and dwell time—which appear identical
to the franchise at the category level—operate through ritualized identity activation
rather than transaction acceleration. The study repositions SER-M from a variance to a
process account, extends VRIN to meso-level place-identity assets jointly held by firm,
community, and customer, and supplies a replicable empirical template.
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I. Introduction

In 2023, Sungsimdang—a 16-store family-owned bakery founded in 1956 in Daejeon, South
Korea—earned KRW 31.5 billion in operating profit (25.3% margin), while Paris Croissant, the
SPC Group entity operating the 3,446-store Paris Baguette franchise, earned KRW 19.9
billion (2.0% margin); per-store profit differed by a factor of 345 (Hankyung Business 2024).
Throughout this paper, we distinguish Paris Croissant—the legal entity to which all financial
comparisons refer—from Paris Baguette, the brand referenced for store-level
customer-experience observations. This outcome resists the three dominant lenses through
which strategy scholars typically explain advantage. Industrial-organization economics
expects scale to dominate (Bain 1956), the Resource-Based View (RBV) identifies inimitable
resources but does not explain how a resource-constrained regional firm assembles them
against a capital-rich rival (Wernerfelt 1984; Barney 1991: Peteraf 1993); and classical
franchising theory predicts the opposite outcome—the displacement of small independents by
standardized chains (Combs, Michael, and Castrogiovanni 2004).

Treating this asymmetric pair as an empirical puzzle, we develop a process-theoretic
account of advantage in place-embedded SMEs through analytical generalization (Yin 2018:
Eisenhardt 1989), uncovering how a resource-constrained regional firm accumulates
inimitable intangibles—founder identity, place resonance, and experiential density—and
sequences them so that each stage becomes the precondition of the next. Our analytical
lens is the Subject-Environment-Resources-Mechanism (SER-M) model (Cho 2006; Cho and
Moon 2022), which we reframe from a variance to a process theory (Mohr 1982: Van de Ven
and Poole 2005) and connect to resource orchestration (Sirmon, Hitt, Ireland, and Gilbert
2011), dynamic capabilities (Teece 2018), and place branding (Kavaratzis and Ashworth 2015).
Three research questions organize the inquiry. RQl: What are the constitutive components
of Sungsimdang's competitive advantage, and how do they interact over time? RQ2: What
sequencing and relative weighting of strategic elements characterize the firm's
advantage-building process? RQ3: Under what boundary conditions can a place-embedded
regional-SME sustain asymmetric advantage against a capital-rich national franchise?

II. Theoretical Background

1. Asymmetric Competition and the David-Goliath Puzzle

Strategy scholars have long been interested in contests in which smaller firms defeat
larger rivals (Christensen 1997). Two strands dominate. The first, rooted in disruption
theory, locates small-firm advantage in the exploitation of underserved customer segments
that incumbents neglect. The second, rooted in niche ecology, attributes small-firm survival
to specialized resources that larger rivals cannot efficiently deploy. Neither strand, however,
fully explains the focal case. Sungsimdang does not occupy a disrupted low-end or
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neglected niche; it competes head-on in the mainstream premium bakery category. Nor is
its advantage explained solely by niche specialization, since its product portfolio is largely
undifferentiated at the category level. The puzzle therefore requires a different theoretical
vocabulary that locates advantage neither in category position nor in scale, but in the
temporal accumulation of place-embedded intangibles. Recent  context-sensitive
entrepreneurship scholarship reinforces this position, arguing that strategic advantage in
emerging and non-Western economies is often better explained through the contextual
embedding of firms than through decontextualized category positioning.

. The present study builds directly on that contextual turn: rather than treating place as a
control variable, we treat it as a constitutive component of the firm's strategic architecture.

2. Resource-Based View and Its Process-Oriented Extensions

The RBV posits that firms sustain advantage when they command resources that are
valuable, rare, inimitable, and non-substitutable (Barney 1991: Peteraf 1993; Wernerfelt
1984). The RBV has been repeatedly criticized for its static character: it specifies what
resources matter without explaining how they are assembled, sequenced, and defended over
time (Priem and Butler 2001). The present study takes that critique seriously and treats it as
the entry point through which a process-theoretic account of SER-M becomes necessary,
rather than as a peripheral observation. Sirmon and colleagues (2011) address the same gap
through resource orchestration—the deliberate structuring, bundling, and leveraging of
resources over time. Teece (2018) similarly locates advantage in the sensing-seizing-
transforming routines that constitute dynamic capabilities. A growing body of
family-business work examines how the intergenerational transmission of founder identity
sustains advantage (De Massis, Frattini, Kotlar, Petruzzelli, and Wright 2016). These four
streams—orchestration, dynamic capabilities, managerial cognition, and family-firm
transmission—share a process orientation: advantage is something that is accumulated, not
held. SER-M, when reframed as a process theory in Sectionll.5, integrates them under a
single architecture rather than competing with them.

3. 3. Place Identity as a Meso-Level Strategic Asset

Place branding scholarship treats localities as marketable entities and studies the
conditions under which place associations confer advantage on firms embedded in them
(Kavaratzis and Ashworth 2015). Relph's (1976) foundational concept of place identity frames
places as bundles of shared memories, symbols, and affective meanings. Holt's (2004)
iconic-brand theory isolates authenticity, community connection, and cultural capital as the
mechanisms through which place-based brands accumulate advantage. Family-business
scholarship has begun to connect these insights directly: Basco, Stough, and Suwala (2021)
demonstrate that family firms embedded in specific regions can convert place-based ties
into cross-generational strategic advantage through what they call "regional familiness".
Building on this stream, we depart from treatments of place as a marketing asset and argue
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that place identity is a meso-level strategic resource jointly held by the firm, the
community, and the customer. It satisfies VRIN in the strict sense: it is rare because it
accrues only to firms temporally embedded in a locality, inimitable because it depends on
lived history, non-substitutable because no national franchise can manufacture decades of
regional memory, and valuable because it underwrites emotional attachment and
willingness-to-pay (Thomson, Maclnnis, and Park 2005). The implication for the present case
is direct: when a regional incumbent organizes its strategy around such an asset, the
meso-level VRIN logic—rather than firm-internal scale—becomes the analytically relevant
frame.

4. The Experience Economy and Customer Engagement

Pine and Gilmore (1999) argued that economic value had evolved from commodities
through goods and services to experiences. For the place-embedded SME, what we call
experiential density—the number, richness, and coherence of sensory and symbolic cues
delivered within a unit of customer time—is the vehicle through which place identity is
activated and converted into willingness-to-pay. Importantly, experiential density is not the
presence of any single sensory cue (smell, taste, touch are common to all bakeries) but the
coherent layering of such cues with place-specific symbols, founder narrative, and ritualized
service routines, a distinction we develop empirically in SectionlV.4 in direct response to a

comparative concern raised in review.

5. Mechanism-Based View, Weight-Sequence, and the SER-M Integration

The mechanism-based view (MBV) of strategy emerged as a response to the limits of
variance-based models (Cho 2006). Where the RBV asks which resources matter, MBV asks
how advantage is generated and reproduced through the interaction of strategic elements
over time. Within this view, SER-M articulates four interacting elements: the
strategy-making Subject (S), the Environment (E) in which the firm is embedded, the
Resources (R) it commands, and the Mechanism (M) that binds the three into
outcome-producing routines. The mechanism is the analytic core of the framework: it is the
recurring, observable pattern of selection-learning-coordination that converts S, E, and R
into competitive advantage.

The Weight-Sequence Model (WSM) developed by Cho and Moon (2022) extends MBV by
formalizing two further claims that are often left implicit. First, weight: among the
constitutive elements of a strategy, optimal allocations are typically uneven; an effective
strategy concentrates resources on a small number of high-leverage elements rather than
distributing them equally. WSM is therefore not equivalent to a balanced-scorecard logic.
Second, sequence: the same set of elements deployed in a different temporal order produces
different outcomes, because later stages depend on the completed state of earlier ones.
Together, these two claims convert SER-M from a static taxonomy into a dynamic theory:

- 197 -



advantage is a function not only of which S, E, R, M elements a firm holds, but of the
relative weight assigned to each and of the order in which they are activated. The
integration of MBV, WSM, and Moon's (2016) ABCD model—Agility, Benchmarking,
Convergence, Dedication—provides actionable guidance for resource-constrained firms by
directing attention to the few elements whose weighted, sequenced activation accounts for
the largest share of advantage.

Read this way, SER-M is neither an alternative to the RBV nor a competitor of
dynamic-capabilities theory. It is an integrative architecture: it inherits the VRIN diagnostic
from the RBV, the orchestration logic from Sirmon and colleagues (2011), the temporality of
dynamic capabilities from Teece (2018) and Helfat and Peteraf (2015), and the meso-level
intangibles of place branding from Kavaratzis and Ashworth (2015) and Basco and colleagues
(2021), and it organizes them through a process-theoretic backbone (Mohr 1982: Van de Ven
and Poole 2005). The empirical contribution of the present study is to operationalize that
architecture against an extreme case in which the four elements are unusually visible.

6. Research Propositions

Consistent with the analytical-generalization logic of qualitative case research (Eisenhardt
1989; Yin 2018), we develop propositions rather than variance-based hypotheses. Figure 1
presents the integrated process model that organizes the six propositions: identity-anchored
Subject (S) enables place-embedded Environment (E), which is amplified by experiential
Resources (R), which are bound by a value-creating Mechanism (M) that in turn reinforces
S. Six propositions are offered.

[Figure 1] SER-M as a Process Theory of Place-Based Asymmetric Advantage. Sequential
activation S — E — R — M with a self-reinforcing loop from M to S. Resource weighting
across phases approximates S = 30%, E = 20%, R = 20%, M = 30% (P5). Source: authors'
elaboration based on qualitative case evidence.

Proposition 1 (P1l). In a family-owned regional-SME, the continuity of founder identity
across generations acts as a temporally inimitable resource that anchors the firm's Subject
(S) and sets the horizon of all subsequent strategic commitments.

Proposition 2 (P2). Place-embedded emotional marketing (E) converts regional identity into
a meso-level isolating mechanism by encoding locality as shared memory, which larger,
capital-rich franchises cannot replicate through advertising spend.

Proposition 3 (P3). Experiential store operations (R) amplify the value of S and E through
sensory and symbolic density, turning each customer visit into a site of identity activation
rather than a simple transaction.

Proposition 4 (P4). A value-creation mechanism (M) that sequences selection, learning, and
coordination routines across generations binds S, E, and R into a self-reinforcing loop that
deepens asymmetric advantage over time.

Proposition 5 (P5). Asymmetric advantage is maximized when strategic resources are
weighted toward identity and mechanism (S = M > E = R), reflecting the long-horizon logic
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Figure 1. SER-M as a Process Theory of Place-Based Asymmetric Advantage

Temporal sequence of activation (P6): S-E—-R-M
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hinds
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Self-reinforcing loop: value-creating mechanism (M) repraduces idenlity coherence (S)
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of a place-embedded family firm.

Proposition 6 (P6). The temporal ordering of strategic activation (S - E — R — M) is itself
a source of advantage; reversed or parallel activation fails to produce the same
accumulation because later stages depend on the prior establishment of earlier ones.

III. Data and Methods

1. Research Design

This study adopts a longitudinal embedded single-case design (Yin 2018) informed by the
inductive logic of Eisenhardt (1989) and the structured-coding logic of Gioia and colleagues
(2013). A single-case design is appropriate when the phenomenon is (a) revelatory, (b)
extreme, and (c) longitudinally traceable, all of which characterize Sungsimdang. We do not
alm at statistical generalization. Our target is analytical generalization (Yin 2018):
theory-building through the elaboration of a confirmed mechanism that subsequent
comparative work can test.

We make three methodological decisions explicit. First, we do not report inferential
statistics from the primary data, because a single-firm case contains no firm-level outcome
variance and because our design is inductive, not confirmatory. Descriptive statistics from
the customer survey appear only as triangulating evidence for findings already established
through qualitative analysis. Second, we explicitly address internal validity threats (history,
reverse causality, observer bias) through process tracing and triangulation, rather than
through statistical controls that the design cannot support. Third, we follow a Gioia-style
data structure to enhance the transparency and traceability of the coding.
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2. Case Selection

Sungsimdang was selected on three grounds. First, extremeness: its 25.3 percent operating
margin and per-store profit of KRW 1.97 billion exceed those of Paris Croissant by one and
two orders of magnitude respectively, producing an outcome that standard frameworks fail
to predict. Second, revelatoriness: prior empirical investigation of Sungsimdang has been
journalistic, not academic; executive access and archival access were available for this
project. Third, analytical productivity: the firm's 68-year history provides a long time series
across which the mechanisms of advantage accumulation can be traced. Paris Croissant
(SPC Group) serves as a benchmark counter-case for comparative inferences, not as a

co-equal case.

3. Data Sources

We assembled five data sources between January and May 2024. (1) Archival and document
corpus: 150 documents comprising 42 academic papers and books, 28 corporate materials,
55 media reports, and 25 government documents, spanning 1956-2024. (2) Semi-structured
interviews: 50 interviews (5 executives at approximately 90 minutes each, 15 employees at
approximately 60 minutes, 30 customers at approximately 45 minutes), recorded and
transcribed in full. (3) Field observations: 12 multi-hour observations across the
Eunhaeng-dong main store and branches, recording customer dwell time, service
interactions, and sensory cues. (4) Customer survey: 500 usable responses from 750
distributed (response rate 69.3%) on a 28-item instrument drawn from established scales
(Thomson et al., 2005). (5) Comparative financial data: publicly disclosed figures for
Sungsimdang and Paris Croissant for 2019-2023. The survey is treated as a triangulation
instrument, not a source of causal inference. Comparative data for Paris Croissant were
reconstructed from publicly available disclosures (audited financial statements, SPC Group
annual reports, and industry-association reports) and are used only for contextual
benchmarking rather than causal inference; the asymmetric primary/secondary status of the
two firms' data is acknowledged as a design constraint in SectionV.7.

4. Data Analysis

Data analysis followed the Gioia and colleagues (2013) protocol. In the first-order stage, we
coded interview and observation transcripts using informant-near language:; 247 first-order
codes were produced. In the second-order stage, we collapsed first-order codes into
theoretically meaningful categories (43 categories) by re-reading each first-order code
against the SER-M lens. In the aggregate-dimension stage, we consolidated the 43
second-order categories into 12 aggregate theoretical dimensions corresponding to the six
propositions. Two researchers coded independently: inter-coder agreement reached Cohen's
k = 0.83 after one round of consensus discussion. Survey data were used only for
descriptive corroboration: we report means and agreement rates as convergent evidence,
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without drawing causal inferences.

5. Trustworthiness and Reflexivity

We addressed the four trustworthiness criteria of Lincoln and Guba (1985). Credibility was
supported by triangulation across five data sources and by member-checking of preliminary
findings with three executives. Transferability was served by thick description and explicit
boundary-condition specification (see Section V.4). Dependability was supported by an audit
trail including coding manuals, interview protocols, and NVivo 12 project files retained for
post-publication review. Confirmability was supported by reflexive memoing throughout
fieldwork and by peer debriefing with two external scholars not involved in the project.

6. Addressing Internal-Validity Threats

Three threats deserve explicit treatment. Reverse causality — that high profits might cause
a strong place identity, rather than the reverse — is adjudicated through process tracing:
the archival record shows identity commitments (e.g., the founder's ‘bread is life' philosophy
documented in 1960s materials) that long pre-date the firm's profit emergence, ruling out
high-profit-first explanations. Omitted variables — such as Daejeon-specific economic
conditions — are addressed by time-overlapping national macro-shock comparisons (1997
Asian financial crisis, 2008 global financial crisis, 2020 COVID-19 shock), during which
Sungsimdang's relative advantage persisted or widened. Observer bias is addressed by
disconfirming-case searches in the interview schedule and by independent coding with x =
0.83.

IV. Findings

1. Overview of the Data Structure

We begin by visualizing the empirical puzzle that motivates the inquiry. Figure 2 compares
Sungsimdang and Paris Croissant across seven indicators on a log-scaled axis that
accommodates the magnitude of the asymmetry. Sungsimdang leads on every value,
experience, and loyalty indicator despite operating less than 0.5 percent of the competitor's

store count.

[Figure 2] The Asymmetric Advantage Puzzle: Sungsimdang vs. Paris Croissant (2023). SS =
Sungsimdang:; PC = Paris Croissant. Ratios shown at right: log-scaled x-axis accommodates
cross-metric comparison. Data for descriptive motivation only (see Table 2).

Table 1 presents the full Gioia-style data structure that organizes our analysis. The 247

first-order codes condensed into 43 second-order themes, which in turn consolidated into
12 aggregate theoretical dimensions that collectively articulate the six propositions. Table 2
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Figure 2. The Asymmetric Advantage Puzzle: Sungsimdang vs. Paris Croissant (2023)
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reports the comparative financial and operational indicators that motivate the

asymmetric-advantage puzzle. Table 3 summarizes the descriptive survey evidence used to

triangulate the qualitative findings; survey results are deliberately not used for inferential
purposes.

Table 1. Gioia-Style Data Structure (1st-Order Codes — 2nd-Order Themes — Aggregate
Dimensions)

. Aggregate
Representative 1st-order codes (exemplar

. . 2nd-order themes dimensions (mapped
quotations and observation notes)

to Proposition)

“The philosophy is older than the sign on
the door.” (Executive E1)

“The CEO still tastes the first loaf every
morning.” (Employee F3)

Archival memo (1972): “Bread I would give

my own children first.”

ADI1. Founder
philosophy as

T1. 'Bread is life' as a
lived creed T2. Material

] operational anchor
enactment over rhetoric

[P1]
Founder anecdote reiterated across three
generations of interviews
“Breaking my father’s promise would erase | T3. Succession as moral AD?2.
my family from this neighborhood.” (CEO) continuity T4. Intergenerational

1999 succession covered by local Socialization by transmission of

identity [P1]

newspapers as a civic event long-tenured employees
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15-year+ tenured employees formally
mentor new hires

Executive weekly routine: half-day with
production staff

T5. Executive presence
in craft work

Use of Daejeon dialect in packaging copy
and store signage

Hanbat Arboretum collaboration since 2006

Recurrent campaign motifs referencing
1993 Daejeon Expo heritage

“Customers cite ‘the taste of hometown’

more than ‘the taste of the bread.” (Field

note, Obs. 7)

T6. Dialect and local
cultural codes T7.
Heritage anchoring
(Expo, landmarks) T8.
Nostalgia-laden
communication

AD3. Regional
memory mobilization
[P2]

Survey: 90.3% agree ‘Sungsimdang is the
pride of Daejeon” (M = 4.51, SD = 0.62)
“Paris Baguette is convenient; Sungsimdang
is ours.” (Customer interview, C14)
Industry reports: national chains’
‘regional-edition’ launches underperform in
Daejeon
“You can’t buy a memory.” (CEO)

T9. National franchise
perceived as outside T10.
Advertising-resistant

regional resonance

AD4. Locality as
isolating mechanism
[P2]

Open kitchen visibility of baking: 78% of
customers report ‘increased trust’
In-store aroma from continuous baking
cycles; 85% report ‘purchase desire’
Tasting corner with daily rotation: 71%
‘quality assurance’
Self-selection with tongs: 69% ‘joy of
choosing’

Background music featuring Daejeon

musicians; 66% ‘comfortable atmosphere’

T11. Multi-sensory store
design T12. Architectural
references to local
landmarks T13. Staff
performativity as part of
the experience

AD5. Sensory
coherence in store
[P3]

Mean dwell time 38 min (N = 100
customers) vs. 12 min at Paris Baguette
(Daejeon)

“Customers sightsee before buying, not
after.” (Obs. 9)

“The store was not built at once—it grew
little by little.” (Executive E3)
Tourists photograph the queue; 500,000
annual tourist visits (Daejeon Tourism Org.,
2024)

T14. Ritual-like dwell
and non-transactional
presence T15.
Cumulative design over
decades

ADG6. Experiential
density compounding
[P3]

Seoul expansion proposals (1999, 2007,

T16. Investment filtered

AD7. Identity-driven
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2018) all declined
“First question on any new plan: does it fit
the founder’s philosophy?” (CEO)
Refusal to develop nationally distributable
SKUs
Signature local products (Tuigim Sobolo,
Buchu-ppang) prioritized over mass products

by founder-identity
heuristic T17.
Product-portfolio
discipline T18. Deliberate

non-expansion

selection routine [P4]

Daily production of ~30,000 items with
in-day sales feedback loops
Pre-shift meetings reviewing prior-day
sell-through and customer comments
Craft master—-apprentice training model
(10-15 year tenure for certain product lines)
Retention memos: tacit knowledge
preservation as explicit management
objective

T19. Daily
production-feedback
cycle T20.
Master-apprentice craft
transfer T21.
Tacit-knowledge
preservation as policy

ADS8. Learning loops
in daily cycles [P4]

Regional procurement of approx. KRW 45
bn/year (flour, dairy, eggs, local produce)
850 employees; 95% regular-employment
ratio (vs. industry ~60%)

Local tax contribution of approx. KRW 2.8
bn/year
Cross-promotion with Daejeon tourism

office; tourist-visit flywheel

T22. Local procurement
embeddedness T23.
Regional employment and
tax footprint T24.
Tourism flywheel

AD9. Coordination
with regional
ecosystem [P4]

Triangulated resource weighting across
phases: S = 30%, E = 20%, R = 20%, M =
30%

“Two out of three executive meetings
concern identity or mechanism, not
marketing.” (E2)

Marketing budgets consistently lower than
industry norm per unit revenue
R&D and experience design lag S/M in both
time and capital allocation

T25. Budget allocation
favors S and M T26.
Executive attention
concentrated on S and M
T27. Marketing spend
modest relative to

revenue

ADI10.
Identity-mechanism
dominance in

investment [P5]

Phase 1 (1956-1989): identity and quality
reputation; minimal marketing
Phase 2 (1990-2000): nostalgia marketing
built atop established identity
Phase 3 (2001-2014): flagship and
open-kitchen investments
Phase 4 (2015-2023): omnichannel and

T28. Phase 1 identity
consolidation T29. Phase
2 regional emotional
marketing T30. Phase 3
experiential store
investment T31. Phase 4
value integration

AD11.
Phase-ordered

strategy execution
[P6]
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social-value integration

Seoul proposals declined in three separate
decades
“Leaving Daejeon would mean Sungsimdang
is no longer Sungsimdang.” (CEO, 2020)
Trademark registrations in other regions
deliberately not pursued
No franchising, no master-franchise

agreements; scale growth via in-Daejeon

density only

T32. Deliberate

non-expansion across

decades T33.

Brand-dilution prevention

as policy T34. Scale
growth confined to
in-region density

AD12. Seoul-refusal
as commitment
device [P6]

Notes: Selected representative codes are shown: the full corpus contains 247 first-order

codes, 43 second-order themes,

and 12 aggregate dimensions.

Inter-coder agreement

(Cohen's x) = 0.83 after one consensus round. Letter codes E#, F#, C# denote Executive,

Employee, and Customer informants respectively; Obs. # denotes field-observation notes. P1

-P6 = Propositions 1-6.

Table 2. Comparative Financial and Operational Indicators (2023)

Indicator Sungsimdang Paris Croissant Comparison (PC = Paris
Croissant; SS = Sungsimdang)
Founded 1956 1988 (Paris SS 32 years older
Baguette launch)
Headquarters Daejeon Seoul Regional vs. national
Number of stores (2023) 16 3,446 PC 215X SS
Total sales (KRW bn, 124.3 987.0 PC 7.9x SS
2023)
YoY sales growth +12% +4% SS 3.0%
Operating profit (KRW bn) 31.5 19.9 SS 1.6X PC
Operating margin (%) 25.3 2.0 SS 12.7% PC
Return on equity (%) 32.5 5.8 SS 5.6X PC
Sales per store (KRW bn) 7.77 0.29 SS 26.8X PC
Operating profit per store 1.97 0.006 SS ~345% PC
(KRW bn)
Employees (headcount) ~850 ~30,000 (SPC Headcount not per-store
Group est.) comparable
Regular-employment ratio 95 Not publicly Industry norm ~60%
(%) disclosed
Average customer dwell 38 12 SS 3.2X PC
time (min)
Observed revisit rate (%) 68 23 SS 3.0X PC
Net Promoter Score (NPS) 72 31 SS 2.3xX PC
Annual regional ~45 Not disclosed by SS locality-concentrated
procurement (KRW bn) region
Annual local tax ~2.8 Centralized SS regional fiscal footprint
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contribution (KRW bn) (Seoul-based)
Annual tourist visits ~500,000 Not applicable Daejeon Tourism
attributable (persons) Organization (2024)

Sources: Sungsimdang internal data (2024); SPC Group (Paris Croissant) disclosures:
Hankyung BUSINESS (2024); Daejeon Tourism Organization (2024); authors' field
observations. Dwell time and revisit rate are estimated from observed customer behavior (N
= 100 per location) and are not matched on purchase value. Comparisons are for
descriptive motivation of the puzzle; no inferential testing is performed. These figures are
intended for illustrative contrast and should not be interpreted as causal estimates or as
matched-sample comparisons:; the firms differ substantially on scale, ownership structure,
geographic footprint, and business model, and the purpose of Table 2 is to make the
empirical puzzle visible, not to quantify a treatment effect.

Table 3. Customer-Survey Descriptive Evidence (N = 500: triangulation only)

lllustrative agreement (% rating 4 or
Construct (scale source)| Items o M SD ) ] o
5) — triangulating qualitative theme

88% ‘Sungsimdang comes to mind

Brand Awareness

4 0.87| 4.42| 0.58 when I think of bakeries’ —
(Aaker, 1991) .
triangulates AD1/AD3
Brand Image (Keller, 90.3% ‘Sungsimdang is the pride of
5 0.89 | 4.38| 0.62 ) , )
1993) Daejeon’ — triangulates AD3/AD4
Perceived Quality 86% ‘Quality is consistent’ —
) 5 0.91| 451| 0.55 ]
(Zeithaml, 1988) triangulates ADS8
Customer Satisfaction 84% ‘Satisfied with store atmosphere’
] 4 0.88 | 4.45| 0.59 ]
(Oliver, 1997) — triangulates ADb
o ) 82% ‘Will visit first when in Daejeon’
Revisit Intention 3 0.90 | 4.48| 0.61 )
— triangulates AD4/AD6
Recommendation 81% ‘Have spoken positively about
) 3 0.92 | 4.52| 0.57 ] , )
(Reichheld, 2003) Sungsimdang’ — triangulates AD4
Emotional Bonding 79% ‘Good memories come to mind’
4 0.86| 4.35| 0.64 ]
(Thomson et al., 2005) — triangulates AD1/AD3/AD6
All items on 5-point Likert (1 =
Total (pooled) 28 0.892 — —

Strongly Disagree, 5 = Strongly Agree)

Sample: 500 usable responses from 750 distributed questionnaires (response rate 69.3%);
demographics balanced across gender, age, and residence (Daejeon 58%, other 42%). 28
items on 5-point Likert. Cronbach's o is reported as a content-reliability check for the
instrument; composite reliability, AVE, HTMT, and other structural-model indices are not
reported because this study does not employ a variance-based causal model. The survey
serves as triangulating evidence for qualitative themes identified in Table 1; it is not used
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for inferential testing. AD# refers to aggregate dimensions in Table 1.

2 Subject (S): Intergenerational Founder-Identity Continuity (P1)

Sungsimdang was founded in 1956 by Im Gil-soon, a refugee from the Korean War who
started with steamed buns at Daejeon Station. His philosophy—"bread is life"—is repeatedly
invoked across our interview corpus as the animating idea that binds the firm's strategic
choices (AD1 in Table 1). Second-generation CEO Im Young-jin frames his own role as
"keeping faith with my father's promise to the neighborhood,"” and the firm's 95 percent
regular-employment ratio (against an industry norm of approximately 60 percent) is
interpreted by employees and executives alike as a lived expression of that promise (AD2).
Two properties distinguish this identity. First, it is carried, not stated: the founding
philosophy is embodied in daily operational practices—fresh daily production, refusal to use
frozen dough, deliberate non-expansion to Seoul—rather than codified in marketing copy.
Second, it is generationally transmitted, not merely through family succession but through
the socialization of long-tenured employees who themselves train new entrants. The result is
a temporally inimitable Subject: a national franchise can announce a purpose statement, but

it cannot produce sixty-eight years of lived enactment. Proposition 1 is supported.

3 Environment (E): Place-Embedded Emotional Marketing as Isolating Mechanism
(P2)

Sungsimdang's environmental strategy is inseparable from the Daejeon locality (AD3).
Marketing communications mobilize regional cultural codes (Daejeon dialect, Hanbat
Arboretum collaborations, the 1993 Daejeon Expo heritage), regional media partnerships, and
nostalgia-laden language ('the taste of hometown," "memories of childhood"). Our survey
records 90.3 percent agreement with the statement "Sungsimdang is the pride of Daejeon" (M
= 451, SD = 0.62 in Table 3)—a descriptive indicator that converges with the interview
evidence.

The analytical point is that these practices do not operate as a conventional marketing
function: they operate as an isolating mechanism in Peteraf's (1993) sense (AD4). A national
franchise with far larger media budgets cannot manufacture regional memory because
regional memory is not manufactured but accreted. The observation that Paris Baguette's
communications in Daejeon are received by respondents as "functional but outside," in
contrast to Sungsimdang as "ours," captures the isolating effect. Proposition 2 is supported.

4 Resources (R): Experiential Density and Sensory Activation (P3)

The firm's store operations deliver what we term experiential density—the number and
coherence of sensory and symbolic cues encountered per unit of customer time (AD5).
Open-kitchen visibility of baking, in-store aroma from continuous baking cycles, tasting
corners, tactile self-selection with tongs, background music featuring local musicians, and
architectural references to Daejeon's built environment compound across a single visit.
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A critical comparative concern raised in review must be addressed at this point.
Considered individually, several of the sensory elements just listed—smell of baking, taste of
fresh products, tactile self-selection—are common to all bakeries, including Paris Baguette
outlets. Our field observations bear this out: at the three Paris Baguette outlets observed in
the same city, customers also encounter the smell of fresh baking, perform tactile
self-selection with tongs, and sample products. The differentiator is therefore not the
presence of any single sensory cue but the coherent, place-anchored layering of cues that
organizes the customer's full visit. Table 4 (newly added) compares twelve experiential
elements across the two contexts and shows that the difference is concentrated in five
elements that are absent from, or only weakly present in, franchise outlets: open-kitchen
visibility of identity-laden «craft routines, founder-narrative cues embedded in store
architecture, locality-specific symbols (Daejeon dialect signage, Expo heritage references),
region-rooted music and live performances, and place-anchored ritual moments (e.g., the
bowing-greeting protocol on entry observed across all six store visits). It is this layered
combination—not smell, taste, or touch in isolation—that constitutes the experiential-density
resource of Proposition 3.

[Table 4] Comparative experiential-density audit, Sungsimdang vs. Paris Baguette outlets,
Daejeon (12 elements X presence/intensity coding from field observations).

The average customer dwell time of 38 minutes—more than three times the 12 minutes we
observed at Paris Baguette outlets in the same city (Table 2)—reflects, on the qualitative
interpretation we develop here, voluntary cultural presence rather than transaction friction.
Because review correctly observed that long dwell times can be produced by store
congestion or by payment-queue waiting, we re-examined the observation data to rule out
these alternative mechanisms. Three points emerged. First, payment-queue time was directly
measured during the field observations and averaged 4.2 minutes at Sungsimdang's main
store and 2.6 minutes at Paris Baguette outlets, a difference of 1.6 minutes that cannot
account for the 26-minute gap in total dwell time. Second, congestion-adjusted dwell time
was computed by recording dwell time only for customers who entered during below-median
footfall windows (off-peak hours, weekday afternoons): the gap remained large (35 vs. 11
minutes), indicating that the difference is not driven by crowding-induced delay. Third,
customer interviews triangulate the same conclusion: 24 of 30 Sungsimdang customers

spontaneously described their visit as "taking time on purpose,' "tasting and walking," or
"showing the store to a guest,” while only 3 of 18 Paris Baguette respondents used
comparable language. Taken together, these three checks support the interpretation that the
38-minute dwell time at Sungsimdang reflects voluntary presence rather than queue or

payment friction. Proposition 3 is supported.

5 Mechanism (M): The Value-Creation Loop (P4)
The three preceding elements do not stand alone; they are bound by a value-creation
mechanism that executes three processes. Selection (AD7): which investments, partnerships,
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and products to pursue are filtered through the founder-identity heuristic; three separate
Seoul-expansion proposals (1999, 2007, 2018) were declined on identity grounds. Learning
(AD8): operational lessons from daily production cycles, customer feedback loops, and
generational succession are codified into informal routines. Coordination (AD9): local
procurement (approximately KRW 45 billion annually), local jobs (approximately 850
positions), and local tax contributions (approximately KRW 2.8 billion annually) connect the
firm to a regional ecosystem that in turn reproduces the demand side of the advantage
(approximately 500,000 annual tourist visitors are tracked by the Daejeon Tourism
Organization).

The mechanism is self-reinforcing because each process feeds the next. Selection biased
toward identity raises learning quality, which strengthens coordination, which reproduces the
community embeddedness that keeps identity-consistent selection legitimate. This feedback
structure is the theoretical core of SER-M reframed as a process model.

The three axes through which the mechanism converts S, E, and R into performance—
emotional bonding, regional value creation, and continuous learning and innovation—should
be understood as the firm's mediation pathway, in the qualitative sense of process tracing,
between strategic elements and outcome. We interpret them as follows. Emotional bonding
operates as a customer-side mediator: it converts founder-identity continuity (S) and
place-embedded marketing (E) into willingness-to-revisit and willingness-to-recommend,
observable in the survey as 90.7 percent agreement on attachment and in interviews as
language of "ours" and "family." In its absence, identity and place would remain symbolic but
commercially inert. Regional value creation operates as a community-side mediator: local
procurement, local employment, and local tax contributions produce a regional ecosystem
that in turn supplies the labor-force loyalty, supplier reciprocity, and civic legitimacy on
which S, E, and R structurally depend. Without it, the firm's place-embedded resources
would erode, because the place itself would not be reproduced. Continuous learning and
innovation operates as an internal mediator: it absorbs feedback from the first two axes,
codifies it into operational routines, and recommits it through the next round of selection,
sustaining the loop across generations. Read together, the three axes describe how the SER
configuration becomes performance—not as three independent regression coefficients, but as
three interlocking conversion processes, each of which is necessary for the loop to close.
The qualitative claim of "full mediation" should therefore be read as a process claim: when
any one of the three axes is removed in the historical record (e.g., during the 1990s when
learning routines were briefly disrupted by rapid hiring), the mechanism partially fails and
outcome quality degrades, as the archival data show. Proposition 4 is supported.

6 Weight and Sequence (P5 and P6)

Triangulating executive interviews, annual budget records, and time-allocation data across
the four historical phases, we infer an approximate resource-weighting profile of S = 30%,
E = 20%, R = 20%, M = 30% (ADIO). Identity and mechanism are weighted above
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environment and resources. This is not a statistical claim: it is a qualitative characterization
of the balance struck by the firm over decades. It supports P5 as an empirical description
of the case, leaving open the question of whether the same balance is optimal in other
contexts.

The temporal ordering of activation in our reconstruction runs S - E — R — M (ADI11).
Figure 3 summarizes the four historical phases, the dominant SER-M constituent in each,
the key events and milestones that populate the process trace, and the three macro-shock
years (1997, 2008, 2020) during which the firm's relative advantage persisted or widened.
Phase 1 (1956-1989) established identity and quality reputation: the interview record
emphasizes that marketing was limited in this phase. Phase 2 (1990-2000) built emotional
marketing on top of the established identity. Phase 3 (2001-2014) invested in flagship
experiential stores. Phase 4 (2015-2023) integrated the three through omnichannel presence
and social-value programs. Process tracing of the archival record shows that each phase's
success depended on the completed state of its predecessors:; attempting, for example, to
begin with flagship store investment (R) in Phase 1 would have failed because neither the
identity (S) nor the marketing resonance (E) was in place. Proposition 6 is supported, and
the deliberate non-expansion into Seoul (AD12)—declined on identity grounds in 1999, 2007,
and 2018—functions as a commitment device that preserves the locality-specific isolating
mechanism.

Figure 3. Sungsimdang's Advantage-Building Phases (1956-2023) and Dominant SER-M Investment

I B — M (g hse

Strategy execution sequence S—E—-R-M

Relative advantage persisted through all three macro shocks (see §3.6 process tracing)

1997 Asian crisis 2008 GFE COVID-19

Phase 1 Phase 2 Phase 3 Phase 4

s E R M
Iddentity Regional emotional Experiential store
consalidation marketing investment integration

1956-198% 1990-2000 2001-2014 2015-2023

Figure 3. Sungsimdang's Advantage-Building Phases (1956-2023) and Dominant SER-M
Investment. Each phase establishes the precondition for the next: the sequence S - E — R
— M is itself the advantage (P6). Relative advantage persisted through the 1997 Asian crisis,
the 2008 global financial crisis, and the 2020 COVID-19 shock, consistent with the
process-tracing logic articulated in Sectionlll.6.
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V. Discussion

1. Summary of Findings

Three patterns organize our findings. First, asymmetric advantage in a place-embedded
SME is produced by the accumulation of meso-level intangibles—founder-identity continuity,
place resonance, and experiential density—rather than by scale or category position.
Second, the value of these intangibles is not additive but sequenced: each element's
contribution depends on the prior presence of the earlier elements, so that reversing the
sequence destroys the advantage. Third, the value-creation mechanism is self-reinforcing:
identity-consistent selection raises learning quality, which strengthens coordination, which
reproduces the conditions for identity-consistent selection. This process account of SER-M,
rather than a variance account, best describes the case.

2. Theoretical Contributions

1) SER-M as a Process Theory

Prior SER-M scholarship (Cho 2006: Cho and Moon 2022) has often been read as a
variance-type model. Our case evidence is inconsistent with that reading. The observed
advantage is better explained as a temporally ordered accumulation in which early
commitments become the precondition for later ones. Following Mohr (1982) and Van de
Ven and Poole (2005), we reframe SER-M as a process theory: the identity of the firm is the
cross-time entity; the elements S, E, R, and M are stages in a path-dependent sequence.
This reframing preserves the integrative ambition of SER-M while making it compatible with
resource orchestration (Sirmon et al. 2011) and dynamic capabilities (Teece 2018). We
position SER-M not as an alternative to mainstream strategic-management theory but as an
integrative lens connecting RBV, dynamic capabilities, and place-based strategy under a
single process-theoretic architecture.

2) Extending VRIN to Meso-Level Place-Identity Assets

The RBV has traditionally applied VRIN to firm-internal resources. Our case suggests that
place identity—a meso-level construct belonging jointly to the firm, the community, and the
customer—can meet VRIN criteria in the strict sense. It is rare because it accrues only to
firms temporally embedded in a locality, inimitable because it depends on lived history,
non-substitutable because no franchise can substitute advertising for memory, and valuable
because it underwrites willingness-to-pay, emotional attachment, and revisitation. This
extends Barney (1991) and Peteraf (1993) by opening the VRIN category to assets that are
neither purely internal nor purely external.

3) Methodological Contribution: Operationalizing SER-M
Prior SER-M work has often been conceptual; empirical operationalization has been sparse.
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Our Gioia-style coding protocol (Table 1), triangulation design, and process-tracing
procedure together provide a replicable template through which future multi-case and
longitudinal studies can examine SER-M in other regional-SME settings. We thereby turn
SER-M from a conceptual frame into an analyzable set of coded dimensions.

3. Unexpected Findings

Three findings ran against our prior expectations. First, the firm's explicit refusal to
expand into Seoul—the obvious capital market for a premium bakery—is treated in the
industry press as a strategic limitation. Our analysis reverses this reading: Seoul-refusal is
a commitment device that protects the place-identity isolating mechanism (AD12). Second,
the 38-minute dwell time does not correlate with heavier purchase baskets; the observed
purchase basket is not materially larger than at Paris Baguette outlets. Customers linger not
to buy more but to be present, suggesting a ritual-like, rather than transactional, mode of
consumption that current customer-journey frameworks do not fully capture. Third, the 95
percent regular-employment ratio is interpreted internally as an identity statement rather
than as an efficiency strategy.

4. Boundary Conditions

Our findings are not unconditionally transferable. Three boundary conditions circumscribe
their generalization. (a) Strength of regional identity: the locality must supply a sufficiently
dense reservoir of shared memory and symbols on which the firm can draw. (b) Continuity
of generational transmission: the founder identity account requires unbroken succession. (c)
Density of craft tacit knowledge: the experiential density account assumes that production

involves substantial tacit craft.

5. Practical Implications

For regional-SME managers competing with capital-rich franchises, four practical
guidelines follow. First, invest in identity before marketing. Second, read locality as a
strategic asset, not a constraint. Third, treat the store as a ritual site, not a transaction
point. Fourth, protect the sequence: attempts to leapfrog stages - to scale before identity
and to expand before experiential density - are likely to destroy the very isolating
mechanism that makes the strategy work. For national franchise managers, our findings
suggest that scale does not insulate against value-based erosion at the local level.

6. Policy Implications

Regional-economy policy in Korea and in structurally similar countries has historically
relied on subsidy instruments designed to help small firms scale. Our findings suggest that
scale is often the wrong target. A second generation of policy instruments should prioritize
the formation of identity-capital: (i) succession-readiness programs that support
intergenerational transfer of tacit craft knowledge, (ii) place-brand certification schemes that
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protect credible locality signals from dilution, and (iii) experiential-design consulting
vouchers that help regional-SMEs transform stores into sites of cultural consumption.

7. Limitations

Four Ilimitations qualify our claims. First, a single-case design precludes statistical
generalization; the propositions we develop must be tested in comparative work. Second,
customer-survey evidence 1is cross-sectional and is used only as triangulation; we
deliberately refrain from inferential statistics. Third, access to internal Paris Croissant
records was not possible; the counter-case is reconstructed from public disclosures, limiting
the symmetry of comparison. Fourth, reflexivity residuals remain despite our mitigation: the
iconic status of Sungsimdang in the Daejeon community is likely to introduce some halo
effect that independent replication can correct.

8. Future Research

Four extensions are especially productive. First, comparative multi-case work across Korea,
Japan, and Italy examining artisanal-food regional incumbents would test the boundary
conditions specified in Section V.4. Second, event-history analysis of successor transitions
in regional-SMEs could isolate the identity continuity mechanism. Third, customer
experience studies that model ritual-like consumption modes could develop the unexpected
dwell time finding in Section V.3. Fourth, policy evaluation studies using quasi-experimental
designs could test whether identity-capital instruments outperform scale-expansion
instruments.

VI. Conclusion

This paper began with a puzzle: how does a 16-store regional bakery out-earn a
3,446-store national franchise on operating profit? Through a longitudinal embedded
single-case inquiry of Sungsimdang, we developed a process-theoretic answer. Asymmetric
advantage in a place-embedded SME is neither a scale outcome nor a simple resource
outcome. It is the accumulated product of founder-identity continuity, place-embedded
emotional marketing, experiential density, and a self-reinforcing mechanism that sequences
these elements across decades. We reposition SER-M from a variance account to a process
account, extend VRIN to meso-level place-identity assets, and supply an operationalization
protocol for future research. For regional-SME managers, we offer a sequence-disciplined
playbook. For policymakers, we argue for a shift from scale-subsidy to identity-capital
instruments. The case is an existence proof: value can defeat scale when it is patiently
assembled in a place.
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Appendix A. Semi-Structured Interview Protocol

The interview protocol was organized around six thematic blocks mirroring the SER-M lens
and the process-theoretic logic of this study: (1) founder-identity and generational
transmission, (2) place and locality in strategic decisions, (3) store experience and customer
engagement (using a 4Es scaffold drawn from Pine and Gilmore [1999]), (4) selection-
learning—coordination routines, (5) trade-offs around scale and geographic expansion
(including Seoul non-entry), and (6) disconfirming-case probes. Each block included at least

one disconfirming-case probe to mitigate observer bias.

Appendix B. Customer Survey Instrument (used for triangulation only)

The 28-item survey combined established scales for brand awareness, brand image,
perceived quality, customer satisfaction, revisit intention (Zeithaml, Berry, and Parasuraman
1996; 3 items), and emotional bonding (Thomson, Maclnnis, and Park 2005; 4 items).
Responses used a 5-point Likert scale. Survey evidence is reported in the paper only as
descriptive triangulation (means, standard deviations, agreement rates).

Appendix C. Coding Manual (abridged)

Coding proceeded in three passes following Gioia and colleagues (2013). Pass 1 (first-order,
informant-near): 247 open codes. Pass 2 (second-order, theoretically meaningful): 43
categories organized under the SER-M lens. Pass 3 (aggregate dimensions): 12 aggregate
dimensions mapped to the six propositions. Two coders worked independently; disagreements
were resolved through consensus discussion. Inter-coder agreement was Cohen's k = 0.83
after one consensus round.

Appendix D. Reflexivity Statement

The first author's prior professional ties to the Daejeon regional community facilitated
access but introduced a potential positive-halo bias. Two safeguards were applied: (i)
disconfirming-case probes embedded in each interview block, and (ii) peer debriefing with
two external scholars not involved in the project. Residual reflexivity limits are
acknowledged in SectionV.7.
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Abstract

This study examines how Company H secured a competitive advantage in the North American
ultra-high-voltage (UHV) transformer market amid the US-China trade dispute, by integrating the
SER-M and Weight-Sequence (WS) models. Through agile analysis and proactive decision-making,
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environmental adaptation, driven by three decisive mechanisms: coordination (local production cut the
tariff from 15% to 0% and improved market access), learning (accumulated local operating experience
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I. Introduction

Ultra-high-voltage (UHV) transformers are core components of power infrastructure with
strategic importance directly tied to national security. The rapid proliferation of Al data
centers and rising demand for renewable-energy integration are reshaping the UHV
equipment market, and major countries including the United States now manage the stable
supply of UHV transformers as a national strategy for grid stability and energy transition.
Securing the competitiveness of firms that produce and supply UHV transformers is
therefore significant for both national energy security and industrial competitiveness. At the
same time, the industry depends on critical raw materials such as rare earth elements, and
heavy reliance on these inputs aggravates global supply-chain instability; firms such as
POSCO International are diversifying toward non-Chinese sources in the U.S., North
America, and Australia (Sim, 2025). These conditions require firms to adopt a dual strategic
response—proactively managing trade risks such as tariffs while quickly seizing emerging
opportunities in the Al and eco-friendly energy sectors.

The U.S.-China trade dispute, ignited by U.S. Section 232 tariffs on steel and aluminum in
2018, escalated to unprecedented levels by 2025, when U.S. tariffs on most Chinese goods
temporarily reached as high as 145% before a May 12, 2025 Geneva agreement introduced a
90-day "tariff truce" (30% for the U.S., 10% for China). Subsequent negotiations left a
segmented structure of base, fentanyl-related, and strategic-item tariffs, alongside Chinese
export controls on rare earths and other strategic minerals, while the U.S. reaffirmed a 15%
tariff on Korean products in August 2025 (Huld, 2025; Infinite, 2025: Reuters, 2025:
GlobalTimes, 2025). The detailed chronology and tariff trajectory are summarized in Section
4 (Table 1).

These shifts pose complex challenges for the UHV transformer industry. In such an
environment, how was Company H—previously a relative underdog in the global UHV
transformer market—able to secure a competitive edge in the U.S. market through proactive
responses and strategic differentiation? This raises an important academic question about
how a relatively weaker firm can achieve a strategic breakthrough in a global crisis through
a mechanism-based approach that goes beyond mere business success.

II. Theoretical Framework

2.1. Research Purpose and Significance

This study analyzes how Company H secured a competitive advantage in the global UHV
transformer market amid the US-China trade dispute by integrating the SER-M and WS
models, and—through comparison with major competitors in the U.S., Japan, and China—
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validates its strategic differentiators and their effectiveness. It identifies how core elements
(localization, technological differentiation, and environmental responsiveness) must be
combined in optimal proportions and sequences to drive performance, and how these
elements interact to create sustainable competitive advantage. The academic significance lies
in presenting a framework that integrates the SER-M and WS models to clarify the dynamic
process of strategy execution—the weight and sequence of strategic elements and the
mechanisms linking them—that prior research has left underexplored. Practically, it
proposes concrete measures by which weaker firms can secure competitive advantages
through preemptive responses and differentiation amid global trade uncertainty.

2.2. Scope of the Study

The analysis covers the development of the U.S.-China trade dispute from 2018, when it
began in earnest, to 2025, when tariffs reached extreme levels. Spatially, it targets the
global UHV transformer market with a particular focus on the U.S. market actions and
performance of Company H and its main competitors. The content scope includes changes
in market structure and key competitive factors, the chronological progression of the
dispute and tariff rates, Company H's strategic responses and their effectiveness, and a
comparative analysis of major U.S., Japanese, and Chinese competitors.

2.3. Theoretical Background and Previous Research

SER-M model is a strategic management framework that analyzes the business subject
(Subject), external environment (Environment), internal resources (Resource), and the
mechanisms (Mechanism) mediating their interactions, enabling a holistic understanding of
how firms create competitive advantage (Cho, 2006: Cho, 2014; Cho & Lee, 1997). The
subject element draws on executive decision-making and leadership theory (Bower, 1970):
the environment element on industry structure analysis (Porter & Strategy, 1980) and
institutional theory (DiMaggio & Powell, 1983); and the resource element on the
resource-based view (Barney, 1991) and dynamic capabilities theory (Teece et al., 1997). The
model's greatest contribution is the mechanism element—a 'black box' explaining how
strategy, environment, and resources interact to produce outcomes—which, drawing on
strategic choice theory (Mintzberg, 1987) and learning organization theory (Senge, 1990),
comprises three functions: adjustment (reallocating resources and modifying strategy in
response to environmental change), learning (accumulating knowledge and capabilities
through experience), and selection (choosing the optimal alternative among options) (Cho,
2006; Cho, 2014; Cho & Lee, 1997).

MBV integrates the social-science concept of causal mechanisms into management, moving
beyond correlation to reveal the operating principles behind the link between phenomena
and performance by asking "why" and "how" (Cho, 2006; Cho, 2014). It consists of a
situational mechanism (how macro-environmental factors shape individual beliefs,
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motivations, and perceived opportunities), an action-formation mechanism (how these beliefs
and perceptions become behavior), and a transformational mechanism (how individual
actions convert into organizational-level outcomes). By connecting these mechanisms to the
SER-M components, the MBV provides a useful lens for explaining how firms adapt to
environmental change and reallocate internal resources (Cho, 2006: Cho, 2014).

RBV explains competitive advantage through the value, rarity, inimitability, and
non-substitutability of resources, but it emphasizes the static possession of resources and
underexplains their dynamic utilization, combination and arrangement, and temporal
ordering (Cho, 2006: Cho, 2014). The MBV overcomes these limits by shifting focus from
what resources a firm possesses to how resources are combined and utilized over time—
emphasizing interactions and combinations among resources, the sequence and timing of
their use, and strategic flexibility in adapting to environmental change (Cho, 2006: Cho,
2014).

WS model, a practical extension of the mechanism-based approach, assigns different
'weights' to a firm's resources and strategically arranges the 'sequence' of their utilization
to establish a differentiated strategy (Cho, 2006: Cho, 2014; Cho et al., 2024: Cho, 2022).
Weight refers to the relative importance or investment priority assigned to each resource;
sequence refers to the temporal or logical order of utilization. By combining these two
components—applying different orders to equal weights, the same order to different weights,
or differentiating both—firms can establish distinct strategic positions even with identical
resources. This helps resource-constrained SMEs and new entrants make flexible strategic
choices, as demonstrated in the case of Company H, which secured a differentiated
advantage over large competitors in the global transformer market (Cho et al., 2024: Cho,
2022).

2.4. Review of Previous Studies and Research Gaps

Prior research on the UHV transformer industry divides into technological-development
trends, market-structure analysis, and competitive strategy. Studies such as the Korea
Electrotechnology Research Institute’s outlook organize the evolution of core technologies
and eco-friendly/smart devices but offer limited linkage to market and corporate strategy:
KOTRA’s report on the U.S. large-transformer market analyzes supply-chain restructuring,
reshoring, and market size but does not deeply evaluate individual firms strategic
responses; and competitive-strategy studies compare global and Korean firms but have not
applied systematic frameworks such as SER-M and WS (Lee, 2025. Researchlnstitute, 2010:
Goover, 2025). Research on the US-China trade dispute likewise concentrates on
tariff-impact analysis, corporate response strategies, and industry-specific effects—largely at
the macroeconomic or industry level—leaving the response mechanisms of individual firms
and the optimization of strategic "weight" and "sequence" insufficiently examined (Hyun,
2023).

Four research gaps emerge: (1) a lack of integrated analysis linking the US-China trade
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dispute to the UHV transformer industry; (2) insufficient research on firms' strategic
response mechanisms applying both the SER-M and WS models: (3) inadequate
mechanism-based analysis of how weaker firms create competitive advantage; and (4) a lack
of empirical analysis on optimizing the weight and sequence of strategic elements. This
study addresses these gaps by integrally applying the SER-M and WS models to analyze
Company H's success mechanism, investigating from a mechanism-based perspective how a
weaker firm creates competitive advantage, and empirically examining how optimizing the
weight and sequence of strategic elements affects performance.

III. Materials and Methods

3.1. Research Model and Analytical Framework

This study builds an analytical framework based on the Mechanism-Based View, integrating

the SER-M model with the WS model to analyze H Corporation’s strategy for securing a
competitive advantage in the U.S. UHV transformer market through a dynamic
resource-utilization process. In the SER-M model, the Subject (S) determines
resource-allocation priorities through management’'s agile analytics and proactive
decision-making: the Resource (R) comprises core assets—technological capability,
production facilities, and human resources—built through investment in UHV product
innovation; the Environment (E) covers external factors such as market structure,
regulation, and competition, addressed through proactive risk management; and the
Mechanism (M) explains the dynamic creation of competitive advantage through adjustment,
learning, and selection (Cho & Lee, 1997). The WS model complements this by combining
resource weight (allocating limited resources to core competencies by strategic priority) and
utilization sequence (timing and stage-wise focus of resource input), reflecting dynamic
resource utilization, resource combination, sequence and timing, and strategic flexibility
(Cho, 2022).

3.2 Research Methodology and Data Collection

This study adopts a qualitative method combining a single case study with comparative
case analysis: the single case provides an in-depth account of Company H’s strategic
responses and decision-making, while the comparative analysis identifies differences between
Company H and major U.S., Japanese, and Chinese competitors. A qualitative single-case
design is chosen over quantitative statistical analysis because tracing management’s
decision-making priorities and the dynamic mechanisms of resource allocation requires
in-depth interpretation of the context and causal processes of strategy execution rather
than verification of statistical correlations. Case study research is well suited to "how" and
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"why" questions and to investigating phenomena within real-life contexts over which the
researcher has little control (Yin, 2018), offering greater explanatory power than statistical
analysis for inductively theorizing processes and mechanisms (Eisenhardt, 1989). Data were
collected from multiple sources: literature (KIEP policy briefings, KOTRA Overseas Market
News, Korea Electrotechnology Research Institute reports, market and trend news, and the
annual reports and IR materials of Company H and its competitors) and statistics
(time-series data on US-China tariff rates from 2018 to 2025 and on market share and
growth in the UHV transformer market).

3.3. Analysis Method

The collected data were processed using four methods, with validity and reliability ensured

through data triangulation. Temporal sequence analysis examined the time-series
relationship between US-China tariff changes and Company H's performance indicators
(2018-2025), identifying trends and inflection points. Comparative analysis assessed
differences between Company H and major competitors on market share, sales growth, and
profitability. Content analysis systematically categorized the collected literature and statistics
by theme relative to the study's core questions. Case analysis provided an in-depth
examination of Company H’'s strategic decision-making and implementation, including both
successful and unsuccessful cases and their causes and outcomes.

IV. Analysis of the UHV Transformer Market and the US-China Trade Dispute

4.1. Market Size and Growth Trends

The global high-voltage (including extra-high-voltage) transformer market is estimated to
have grown from roughly \$10 billion in 2018 to about \$14.5 billion by 2025, at a CAGR of
approximately 5.4-6%, driven mainly by the rapid expansion of Al data centers and rising
demand for renewable energy and grid modernization (GrandViewResearch, 2025:
VerifiedMarketReports, 2025). The North American market recorded the strongest annual
growth at 6.4%, followed by Asia-Pacific (5.8%), Europe (4.9%), and the Middle East/Africa
(4.2%). After a temporary COVID-19 downturn in 2020, the market rebounded from 2021,
and since 2023 the boom in large-scale Al data-center construction and grid-modernization
investment has sharply accelerated UHV transformer demand (EMSCO, 2024:
MarketsandMarkets, 2024).

4.2. Chronological Development of the US-China Trade Dispute

Ignited in 2018 by U.S. Section 232 tariffs on steel and aluminum, the dispute escalated
through 2025 to historically high reciprocal tariffs and non-tariff barriers. In 2018, the U.S.
imposed Section 232 and Section 301 tariffs (25% on steel, 10% on aluminum, and 25% on
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\$50 billion of Chinese imports), met by proportional Chinese retaliation on traditional trade
goods (Huld, 2025). From 2019 to 2024, the dispute broadened in scope and rate—extending
to semiconductors, telecom equipment, and high-tech products—and evolved from a tariff
war into a contest for technological supremacy and decoupling, despite the temporary Phase
One agreement of January 2020 (Huld, 2025). In 2025 it reached unprecedented levels: a
February IEEPA-based 10% tariff, escalating April reciprocal tariffs that pushed the U.S. rate
on China to 125%, and Chinese retaliation up to 84% plus tightened export controls on rare
earths, before the May 12 Geneva agreement temporarily cut rates to 30% (U.S.) and 10%
(China) for 90 days while non-tariff barriers on energy, advanced components, rare earths,

2025; 2025; GlobalTimes, 2025;
Table 1 summarizes the tariff trajectory and

(Infinite, Reuters,

2025).

and pharmaceuticals persisted
TheWhiteHouse, 2025; YonhapNews,

major events.

Table 1 Changes in US-China Tariffs and Major Events (2018-2025).

. . . Tariff Rate Tariff Rate
Date U.S. Action China's Action (US—China) (China—US) Key Features
. Sectlgn 232 25% Retaliatory Proportional
April 2, Retaliatory .
. Tariffs 25% 25% response,
2018 Tariffs(Steel P
(Pork,etc.) Pre—tariff ignition
25%)
Sreectzlll(i)ztogr01 25% retaliatory Targeted specific
July 6, 2018 ) v tariffs 25% 25% geted sp
tariffs(34 billion (34 billion dollars) items
dollars, 25%)
Temporary relief,
January 15, Phase 1 Trade Phase 1 Trade 75-95% 5-959% Partial tariff
2020 Agreement Agreement .
reduction
Advanced Rare Earth Export Strengthemng
October 1, Technology . Non—Tariff Barriers,
Permit System 7.525% 5-25% .
2023 Strengthened . Supply Chain
Introduction ..
export controls Instability
10% additional Comprehensive
February 1, tariff Coal/LNG 15%, ~ g expansion,
2025 (All items under Crude Oil 10% 17.5-35% 15-40% Including Energy
IEEPA) Resources
April 6, 34% additional 34% retaliatory _ g Sharp increase,
2025 tariffs tariffs o1.5~69% 49T4% Mutual retaliation
125% tariff 849 Extreme
. . (4 . .
April 10, (Chma.only, other Additional 195% 84~158% deterioration,
2025 countries granted . . Temporary Deferral
. Retaliatory Tariff .
a grace period) Countries
May 12, Tariff 145% —>  Tariff 125% —> 201 109 gg‘o‘izfugﬂfﬁeﬁ;‘;
2025 Reduced to 30% Reduced to 10% v 7 8 .
In earnest
Aveust 12 If working—level If working—level *If no subsequent
%%25 ’ talks break down talks break down 549+ 349 agreement is

Tariffs to be

Rise to 34%

reached
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raised back to Automatic
54% re—increase

Working—level Extension of tariff

Korean products neotiations truce,
August 26, 15% cintinue 309 10% Expansion of
2025 Announcement of ¢ ¢ multilateral tariff

(No Specific

tariff maintenance policies including

Agreement ) Korea
Differentiated by
Fnd of Semiconductor Continued Limited Stlrtaetr:y'c
August 2025 Sector Tariff Allocation of Rare 30-20% 10% Goo ds—F(ii sed
ueu Deferral Measures Earth Quotas B

Tariff
Policy Refinement

Notes:

Tariff rates are based on the highest applicable rate at a given time and may vary depending on the item.
This table summarizes data from Global Market Insights (2024) and Transformers Magazine (2023),
showing that the chronological development of the US-China trade dispute has significantly impacted global
supply chains and industrial structures.In particular, it poses major challenges to strategic industries linked to
national infrastructure, such as the power equipment industry.

4.3. Changes in the Competitive Landscape

As of 2018, the global high-voltage transformer market was an oligopoly dominated by a
few players such as Hitachi ABB Power Grids (now Hitachi Energy), Siemens Energy, GE Grid
Solutions, and TBEA ((IEA), 2022). By 2025, market share had realigned: large Chinese and
Asian manufacturers (TBEA, China XD Group, SGB-SMIT, Mitsubishi Electric, Baoding
Tianwei) rose, while emerging-market manufacturers from China and India expanded
through government support, technological internalization, and supply-chain diversification,
and traditional powerhouses concentrated on high-value smart-grid and Al-power solutions
(Lee, 2025). Table 2 summarizes the resulting shift in market share.

Table 2. Global UHV Transformer Market Share Change (2018 vs. 2025)

2018 2025 Market .
Company Country Share Share Change Key Strategy and Drivers
91 Market leader, but saw a slight
ABB Switzerland ~ 18.5% 16.4% percentage decline due to intensifying
oints competition. Focusing on
P high—value—added solutions
Maintains stable market position.
Siemens —0.7 Focuses on digital and
Germany 16.2% 15.5% percentage . &
Energy . eco—friendly technology
points ..
transition.
Traditional powerhouse. Market
United 16 hare adjustment due to market
GE © 14.8% 13.2% percentage S 'e a. J.LIS . € u§ 0 .a. €
States . diversification and intensified
points ..
competition.
Hitachi Japan 12.5% 11.8% -0.7 Creating synergies following the
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percentage acquisition of ABB Power Grids.

Energy points Maintaining stable market share
Direct hit from geopolitical risks
-2.4 . .
TBEA China 10.2% 7.8% percentage stemming from the US—China
. trade dispute and Western supply
points . R
chain restructuring.
Maintains strong market position
in North America, particularly as
the sole producer of 765kV
transformers in the U.S., securing
+35 the top market s.h.are. Emerged as
H Company Korea 5.4% 8.9% percentage a. direct bene.flaary of §upply
points chain rest'ructurmg stemming from
U.S.—China tensions. Leverages
its core competitiveness in
providing 'total solutions' that
supply transformers, circuit
breakers, and other equipment.
-0.3 Market share declined slightly
Toshiba Japan 51% 4.8% percentage amid intensifying global
points competition.
Mitsubishi -0.3 Similar to Toshiba. Mgintaining
Flectric Japan 4.8% 4.5% perce'ntage the status quo .a.rnld intense
points competition.
+2.2 Growth of regional leaders and
Others 1 - 9.3% 11.5% percentage specialized companies alongside
points market expansion
Notes :

Others : Bharat Heavy Electricals (BHEL), India; CG Power and Industrial Solutions, India; DAIHEN
Corporation, Japan; and HD Hyundai Electric Co., Ltd._Korea, Jiangsu Shentong Transformer (JSHP)_China,
Kirloskar Electric Company_India, LS ELECTRIC Co., Ltd._Korea, Schneider Electric SE_France, and
WEG_Brazil.

Reconstructed from Global Market Insights (2024) and Transformers Magazine (2023) (An, 2025;
gminsights, 2024; GrandViewResearch, 2025; transformers-magazine, 2023). Company H recorded the
highest growth among major players (5.4%—8.9%, +3.5%p), reflecting Al data-center expansion,
renewable-energy investment, U.S./EU supply-chain reorganization, and high-value solution strategies, which
loosened the market’s oligopolistic structure.

4.4. Supply Chain Restructuring

The dispute fundamentally changed the industry’s global supply chain. Since the 2018
Section 301 tariffs, production once concentrated in China has dispersed to Southeast Asia,
Mexico, and India under tariff-avoidance and localization pressure (Fajgelbaum et al., 2024).
Vietnam, the biggest "China+1" beneficiary, saw annual FDI double from \$30 billion (2018)
to \$60.8 billion; Mexico attracted a record \$36.06 billion in FDI in 2023 (manufacturing
construction up 47.4%); and India's manufacturing FDI rose 76% to \$21.3 billion in FY2021
-2022 (global, 2025; Lee, 2025). In transformers, the U.S. is projected to import 80% of
power-transformer and 50% of distribution-transformer demand by 2025, with lead times
exceeding four years and prices up more than 20%, prompting manufacturers to adopt
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"tariff engineering" via part substitution, origin diversification, and local procurement
(Thomas, 2025: Postelwait, 2025: Wolfe, 2025). Company H exemplifies this trend: after
acquiring the Memphis plant from Mitsubishi Electric in 2020, it invested an additional \$51
million in May 2025, creating 123 jobs and planning to more than double annual capacity
from 100 to over 250 wunits by 2027, aiming to become the largest U.S. supplier of
extra-high-voltage transformers (TransformersMagazine, 2025: CHEA, 2025: Shakir, 2025).

4.5. Strategic Responses of Major Countries’ Firms (WS Model)

Figure 1. Comparison of WS model strategies between Company H and major competitors in the

US market
Categofy H cumpany [KDI'EE] us (:ompanies
5 US Plant Acquisition (2020) Diorestic Production Expansion Southeast Asia Diversification ‘istnan - Malaysis Bypass
Tariff RESPDFIS/E Zx Expansion (2023) Locs! Sourcang Rare Earth Stockping Belt&Rozd Focus
HWDC. ESS. Al Integration AFHNVDC Amorpheus Core
Technology Strategy Data Center Solutions Mexe-Ben Power Soiutions Core Material Innovation 1.100kv UHVDG Technology
S{Froactive Decision Locakzalion) S{Local Proguction-Reshodng) RiMateral Innovation) S{Domestic Foous)
Opﬁmal Ws S'qu.iE!'ICE — F{Tech Mvesimant] —= R{Tach Irmovation) — E[Froguction Diversincatan) iSypass Rautes)
— EjRlsk Mgt — E{Demand Adagt) — S(Markat) — R{LAne-scalE Teoh)
Market Performance G Hitachi: 1 THER. T
Giobal Shar % Teshiba: JSHP-US 0%
(2025) (+2.5%p vz 2018) Mitsubishi: 4 5% [-0.3%p) Huapeng: 3.1% {-1.%%p)
Anti-Dumping Tariff 0% NIA 20-30% 125%
= Preactive Management Decision Reshoring Fricrity Matenal Innovation Priarity Domestic Market Stabdzation
S-“ateglc Strength Complete Localization + Innovation Advanced Tech Focus Production Civersifization Bypass Export Strategy
US-China Trade War . —
Moderate [ igh Limied

Response Agility

Notes:  The figure visually compares each firm’s strategic priorities and resource-allocation proportions,
highlighting Company H’s distinctive approach. The trade-dispute response-agility ratings (Very High, High,
Moderate, Low) were assessed on a relative basis across firm groups using (i) the timing and method of
securing a U.S. local production base, (ii) the degree of tariff avoidance measured by anti-dumping rates,

and (iii) 2025 global market-share changes.

U.S. firms prioritized expanding domestic production and local component sourcing (S)
while differentiating through next-generation solutions such as Al and HVDC (R). GE
pursued a reshoring-first strategy and strengthened New York capacity (R) but saw its 2025
U.S. share fall 1.2%p to 17.4% amid saturation: ABB nearshored in Mexico and India (S),
invested in circular/recycling processes (R), and developed data-center products (E),
reaching 15.2% (-0.8%p): Siemens Energy rose modestly to 14.3% (+0.5%p) via eco-friendly
products (R), Mexican plant expansion (S), and European growth (E). These cases follow the
WS sequence local production/reshoring (S) — technological innovation (R) — demand
adaptation (E) (ABB, 2025: Markets, 2025: transformers, 2025).

Japanese firms, drawing on supply-chain know-how accumulated since the 2010 Senkaku
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incident, combined core-material internalization (amorphous cores, rare-earth stockpiling,
R), production diversification in Southeast Asia (E), and eco-friendly/customized products
(S). Hitachi Energy limited its decline to -0.7%p (11.8%) via 12-month rare-earth stockpiling
and FEurope/Asia-customized production: Toshiba held 4.8% (-0.3%p) via Vietnam
diversification and new-material pilots; Mitsubishi Electric defended 4.5% (-0.3%p) via
18-month government-supported reserves and European expansion—following the pathway
material innovation (R) — production diversification (E) — market adaptation (S) (Hitachi,
2025; businesswire, 2024; Shahana, 2024).

Chinese firms pursued three parallel strategies: domestic-demand focus (S), alternative
routing via Vietnam and Malaysia (E), and 1,100 kV-class large-scale technology (R). TBEA
concentrated on Belt-and-Road markets (E) while others built European plants and
eco-friendly products (S, E). Owing to U.S.-China barriers, TBEA's 2025 global share fell to
7.8% (-2.4%p), JSHP's U.S. exports fell to zero (-4.2%p), and Huapeng's share declined to
3.1% (-1.1%p) (AputonTransformer, 2025: volza, 2025).

4.6. Company H’s Differentiated Response Strategy

Compared with the above, Company H's response is distinctive. Table 3 compares its tariff
rates before and after local production, and Figure 2 chronologically illustrates the dispute
and Company H's response.

Table 3. Comparison of Tariff Rates Before and After Local Production by H Company

(2012~2025)

Category Tar.iff Rate Tarif.f Ra.te Effective.l.)ate and
(Korea Production — U.S. Export) (Local Production in the U.S.) Conditions
Anti—dumping
2012-2020 14.9-37.42% Not applicable duties, Trump
(Up to 60.81%) L
administration, etc.
0% Tariff exemption
2022-2023 16.87% (Company I, Company L) if local factory is
(Company H, Company HE)
owned
US—China trade
April 2025 Up to 145% 0% war extreme
tariffs
US—China Geneva
30% (90—day temporary reduction tariff truce,
May-July 2025 between US and China, not applied 0% Local production
within Korea) continues to be
exempt
Korea-U.S. Tariff
2025 15% (Korea-US Bilateral Agreement, Agreement (July
August 1, Major Items in Bulk) 0% 31, 2025),
2025- Exemptions for

Local Factories

Notes: Rates reflect actual rates applied at the relevant time and demonstrate the tariff-avoidance effect of
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local production. From 2012-2020, anti-dumping and countervailing duties of up to 60.81% applied to
Korean-made power equipment while U.S.-made products were exempt; in 2022-2023, locally invested firms
(e.g., Company H) remained exempt while others paid 16.87% (Brian, 2020; USICT, 2024). In April 2025
the U.S. raised tariffs to as much as 145% but exempted products made or owned in U.S. factories
(ChinaBriefing, 2025); the May-July Geneva reduction to 30% applied only to Chinese goods, not Korea
(JeanMackenzie, 2025); and from August 1, 2025 a flat 15% applies to Korean-made power equipment
while U.S.-made products remain exempt (Dimerco, 2025).

Figure 2. Timeline of the U.S.-China Trade Dispute and Company H's Response

= [15-China Trade Dispute

2015.4 US-China Phase g
S Trade D=z 24310 - ?DEE;?"‘ :
US 255% Tariff on Rare Earth WIS: 126% Tanff
Steed & Alumninum 2018.7 __) Licensing Sysiem China: 4% Retaliatory
8 Taniff
ecticn 301: 25% Tanff 6

on Chinese Goods

L R

F ’
| : g *
2018 | ; 2020 | 2022 2023 1 2024 2025
l ; i |
' ' - o
1 1 1
] 1 ]
) 2024
. : . . Al Datz Center Products
20182019 i 2022-2023 2023 .
Trade War Scenario Analysis : 40% Capacity Expansicn Enterprize-wide Risk
. Manapement Systam 2025
Additional Preduction Line
2020 s {Annual Production: 160 Unas)
US Local Factory Acquisition 0% Anti-dumping Tarm

{Annual Production: 80 Units) = Company H's Strategic Response

Notes : A chronological summary of major events and Company H’s strategic responses, illustrating how
proactive measures contributed to securing a competitive advantage.

Company H's differentiated strategy centers on localization driven by management’s agile
analytics and proactive decision-making: acquiring a U.S. plant (2020), doubling capacity
(2025), and building local parts-procurement systems in the U.S. and Europe to lead
full-scale reshoring. By developing next-generation equipment and data-center-specific
solutions integrating HVDC, ESS, and Al (R), the company secured a foothold in North
America and the EU. Following the WS sequence localization through proactive decisions (S)
— technology investment and market-entry diversification (R) — risk management (E),
Company H achieved an 8.9% market share in 2025 (+3.5%p from 2018), the highest growth
among individual firms, effectively avoiding supply-chain and policy risks such as
anti-dumping measures. Its 2024 revenue reached KRW 3.1 trillion, distributed as Korea
32%, U.S. 22%, Europe 11%, Middle East 10%, India 9%, and others 16% (Center, 2025: Kim,
2025: TransformersMagazine, 2025).

4.7. Application of the SER-M and WS Integrated Model
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H Corporation’s global strategy integrates the four SER-M components, structured as

shown in Figure 3.

Figure 3 H Corporation’s Research Model - Integrated Framework of the SER-M and WS Models

Agile Analytics and
Proactive Decision-Making

(S, Subject)

U.5. Local Factory Extablishment

Ultra-High Voitage Product
Technology Innovation
Investment

(R, Resource)
Market Entry Diversification

Znd Priority

Proactive
Risk Management
(E, Emvironment)
Market Environment Response

3rd Pricrity

Adjustment

Tariff Risk Reduction and
Market Accessibiity Enhancement
through Local Produstion System

Learning

Market Credibiliy Enhancement and
TERkV-class Technology Accumulaton
through Liocal Market Operations

Mechanism (M) Elements - Dynamic Resource Utilization Process

Selection

Differentiation through Portfolo
Opbmization Focused on Ultra-High
Volisge & DatE Center Prodicts

Mechanism-Based View (MBV) - Core Features

Weight-Sequence (W5} Model: Sirategic Combination of Resource Weight and Utilization Sequence

Achieving Differentisied Competitive Advantage through Dynamic Resource Deployment: Localization (S) — Technology (R) — Environmental Response (E)

Performance Indicators

U1.5. Market Revenue Share ‘Revenue Growth Operafing Profit
Increased by 22.0% 138% Increased by 48.6%
J

Notes: This model presents a framework that analyzes the relationship between H Corporation’s strategic
responses and outcomes from a mechanism-based perspective by integrating the four elements of the
SER-M model with the weight-order concept of the WS Model.

Under the integrated framework, Company H assigned the highest priority and greatest
weight to localization (S): starting with the 2020 U.S. plant acquisition and a subsequent
KRW 66.9 billion investment that raised capacity by 40%, followed by a total of \$150 million
in the Memphis plant to develop North America’s only 765 kV-class UHV production base,
and KRW 200 billion in transformer and breaker contracts driven by Al data-center
demand. Second priority went to UHV product technology innovation (R)—securing 765
kV-class technology and developing Al data-center products to diversify market entry. Third
priority went to proactive risk management (E)—an enterprise-wide system addressing tariff
and rare-earth licensing risks. This sequential, weighted allocation operates dynamically
through adjustment (tariff reduction, improved market access), learning (rising market
credibility, accumulated technological capability), and selection (product-portfolio
optimization), yielding a 5.6%p rise in U.S. sales share, 13.8% revenue growth, and a 40.6%
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increase in operating profit, thereby securing a differentiated competitive advantage.
4.8. Strategic Performance Analysis of Company H

Quantitative. Company H's WS-based global strategy produced the following results. The
U.S. sales share rose 5.6%p, from 18.0% (2018) to 23.6% (2024); the global share rose 2.0%p,
from 22.0% to 24.0%. Sales reached KRW 4.895 trillion in 2024, up 13.8% year-on-year and
46.8% from 2018: operating profit reached KRW 362.5 billion, up 40.6% year-on-year and
135.3% from 2018; and the operating margin rose to 7.4%, up 1.4%p year-on-year and
2.8%p from 2018. Local U.S. production doubled from 80 units (2020) to 160 units (2025)
(NewDalily, 2025; TransformersMagazine, 2025). These results show that optimizing the weight
and sequence of localization (S), technological differentiation (R), and environmental
responsiveness (E) drove an overall increase in organizational performance.

Qualitative. Beyond the quantitative results, Company H strengthened brand reputation and
credibility in the U.S. power-equipment industry, establishing an "American-made Korean
Technology” positioning and preferred-supplier status among data centers and utilities
through high marks for technology, on-time delivery, and quality (CHEA, 2025; USICT, 2024).
It accumulated global operational experience and crisis-response capability amid the trade
dispute and ESG changes (Korea Times, 2025; O’Brien, 2025); expanded its U.S. partner
network and industry-academia R&D collaboration (e.g., Tennessee), establishing itself as a
core axis of the local ecosystem (wearememphis, 2025); and built a knowledge base—on U.S.
technologies, policies, and customer requirements—applicable to subsequent markets such as
Europe and the Middle East (Hyosung, 2025). These achievements form the foundation for
long-term, sustainable competitive advantage and industry trust beyond short-term financial
results.

V. Results

This study analyzes, from a mechanism-based perspective, how Company H secured a
competitive advantage in the UHV transformer market by integrating the SER-M and WS
models amid the upheaval of the global trade environment. Based on management’s agile
analysis and proactive decision-making, Company H strategically allocated resources in the
order of localization (S), technological innovation (R), and environmental response (E) to
create a differentiated advantage. Starting with the 2020 U.S. plant acquisition, it prioritized
full localization by doubling capacity through a KRW 66.9 billion investment; achieved
technological differentiation via 765 kV-class technology and Al data-center products: and
established a systematic risk-management system for tariff and rare-earth supply risks. As
a result, Company H raised its global market share from 5.4% (2018) to 8.9% (2025),
expanded its U.S. sales share from 18.0% to 23.6%, and achieved a 7.4% operating margin.
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VI. Discussion

6.1. Theoretical Implications

First, this study presents and empirically validates a framework integrating the SER-M
model’'s  subject-resource-environment-mechanism elements with the WS model’s
weight-sequence concept, providing a tool for analyzing the dynamic resource-utilization
process beyond the conventional RBV. Second, extending the MBV, it elucidates how three
mechanisms—adjustment, learning, and selection—mediate the interactions among strategic
elements to produce competitive advantage, clarifying the tariff-reduction,
market-trust-building, and portfolio-optimization mechanisms and thereby opening the
"black box" between strategy execution and performance. Third, it verifies that the optimal
sequence and weight of strategies affect performance: firms with identical resources can
achieve differentiated outcomes by varying sequence and emphasis, underscoring not only
the "what" but also the "how" and "when" of strategy. Fourth, it identifies the mechanism by
which weaker firms create competitive advantage, offering a framework for how latecomers
can surpass dominant players through proactive responses and differentiation.

6.2. Practical Implications

First, the study demonstrates the importance of proactive localization: building a fully
localized production system—beyond simple exports—is key to avoiding tariffs and securing
market credibility, as shown by the 0% tariff on U.S. local production versus 15% on
Korean production in 2025. Such large-scale localization, however, entailed considerable
financing burdens initially; Company H eased these by expanding Memphis capacity in
response to U.S. market growth (TransformersMagazine, 2025) and securing an order
backlog and operating cash flow through large orders such as the full-package supply of
U.S. UHV power equipment (An, 2025; Kim, 2025). Second, the technology-market linkage
strategy proved effective: 765 kV-class technology and Al data-center products served not
only as sources of technological superiority but also as tools for overcoming market-entry
barriers, balancing innovation and customization in the B2B industry. Third, an integrated
risk-management system—managing tariff, supply-chain, and geopolitical risks collectively
rather than individually, with diversification of key materials such as rare earths—is a key
competitive advantage in an era of uncertainty. Fourth, ecosystem-building through
networks with local partners, universities, and research institutes provides the foundation
for sustainable advantage, with the "American-made Korean Technology' positioning
exemplifying a global-local convergence strategy. Notably, grain-oriented electrical steel
(GOES), a core transformer-core material whose global supply is so constrained that even
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the U.S. struggles to source it domestically, makes stable procurement a structural
challenge; Company H mitigates this by operating dual production bases in Changwon and
Memphis to geographically disperse production and reduce exposure to tariffs and export
controls (NIAC, 2024; PowerMag, 2026). In sum, Company H’'s success mechanism—optimizing
the weight and sequence of proactive localization (S), technology-market linkage (R), and
integrated risk management (E)—is not limited to this single case but provides a valid
framework applicable to other Korean manufacturers facing similar trade pressures, such as
those in semiconductors, batteries, and automobiles.

6.3. Limitations of the Study

First, as a single case study of one firm, generalizability is limited and further validation
across industries and firm sizes is required. Second, the UHV transformer industry’'s high
entry barriers and long-term investment requirements may limit transferability to consumer
goods or services. Third, the 2018-2025 data—with 2025 covering only the first half—
constrain analysis of long-term performance trends. Fourth, the qualitative case
methodology did not statistically verify causal relationships among strategic factors or
quantitatively measure mechanism effectiveness.

6.4. Future Research Directions

Future research should: (1) conduct multiple-case comparisons—including firms that
attempted similar strategies but failed, and systematic comparisons with Korean competitors
(Companies HE, I, and L)—to identify necessary and sufficient success conditions: (2) apply
the integrated SER-MWS model to other strategic industries affected by the dispute
(semiconductors, batteries, automobiles) to test its universality: (3) develop quantitative
models (e.g., SEM or panel-data analysis) to measure how the weight and sequence of
strategic elements affect performance; (4) examine the dynamic-capability evolution process
by which strategic priorities and resource allocation change over time: and (5) study how
the integrated model evolves within global value-chain restructuring in the post-pandemic,
new-Cold-War era.

This study is significant because it empirically demonstrates how relatively weaker firms
can secure competitive advantages by optimizing the use of strategic resources in a rapidly
changing global trade environment. By elucidating the "black box" of strategy execution from
a mechanism-based perspective and analyzing how the weight and sequence of resources
affect performance, the integrated SER-M and WS application provides concrete, actionable
strategic alternatives for firms facing high environmental uncertainty, contributing to both
academia and industry.

References

- 233 -



L.
2.

9.

L.LE.A. (2022). *\<WorldEnergyOutlook2022.pdf\>x*.
ABB. (2025, 2025-01-07). =*Helping Mexican industry with sustainable technologyx.
https://global.abb/group/en/stories/industries/mexico files/224/mexico.html

. An, J.-h. (2025, 2025/09/19/T12:20:12+09:00). *Hyosung Heavy Industries becomes the first

Korean company to exclusively supply a full package for the U.S. ultra-high voltage
transmission network.*
https://www.globalepic.co.kr/view.php?ud=20250919121858951948439a4874 _29
files/195/view.html

AputonTransformer. (2025, 2025/01/03/10:34:51). «Global transformer leader 2024:
innovation meets powerx.
https://www.aputon-transformer.com/news/2024-top-10-transformer-manufacturers-innova
tion-technology-leaders
files/236/2024-top-10-transformer-manufacturers-innovation-technology-leaders.html
Barney, J. (1991). Firm resources and sustained competitive advantage. *Journal of
management=, *17x(1), 99-120.

. Bower, J. L. (1970). *Managing the Resource Allocation Process: A Study of Corporate

Planning and Investment*. Division of Research, Graduate School of Business
Administration, Harvard University.

. Brian, F. (2020, 2020/11/09/T21:21:33Z). *Korean Large Power Transformer Duties Will Be

Reconsideredx.
https://news.bloomberglaw.com/international-trade/korean-large-power-transformer-duties
-will-be-reconsidered>
files/256/korean-large-power-transformer-duties-will-be-reconsidered.html

businesswire. (2024, April 5, 2024). =Mitsubishi Electric to Transfer Distribution
Transformer Business to Hitachi Industrial Equipment Systemsx*.
https://www.businesswire.com/news/home/20240404890088/en/Mitsubishi-Electric-to-Transf
er-Distribution-Transformer-Business-to-Hitachi-Industrial-Equipment-Systems
files/234/Mitsubishi-Electric-to-Transfer-Distribution-Transformer-Business-to-Hitachi-Indu
strial-Equipme.html

Center, D. S. R. (2025). *\<53216_elecindepth_1q25_f.pdf\>*.

https://money2.daishin.com/PDF/Out/intranet_data/product/researchcenter/report/2025/04/5

3216 _elecindepth_1g25_f.pdf

10. CGTN. (2025, August 12). #Joint statement on China-U.S. economic and trade meeting in

11.

Stockholm issuedx*.
https://news.cgtn.com/news/2025-08-12/Joint-statement-on-China-U-S-Economic-and-Tra
de-Meeting-in-Stockholm-1FLIshwrFdK/p.html files/138/p.html

CHEA, S. (2025, 2025/09/23). =In this ‘cool’ industry, Hyosung juices up high-voltage
push in the U.S*. koreajoongangdaily.

https://koreajoongangdaily.joins.com/news/2025-09-22/business/industry/In-this-cool-indu

- 234 -


https://global.abb/group/en/stories/industries/mexico
https://www.globalepic.co.kr/view.php?ud=20250919121858951948439a4874_29
https://www.aputon-transformer.com/news/2024-top-10-transformer-manufacturers-innovation-technology-leaders
https://www.aputon-transformer.com/news/2024-top-10-transformer-manufacturers-innovation-technology-leaders
https://news.bloomberglaw.com/international-trade/korean-large-power-transformer-duties-will-be-reconsidered
https://news.bloomberglaw.com/international-trade/korean-large-power-transformer-duties-will-be-reconsidered
https://www.businesswire.com/news/home/20240404890088/en/Mitsubishi-Electric-to-Transfer-Distribution-Transformer-Business-to-Hitachi-Industrial-Equipment-Systems
https://www.businesswire.com/news/home/20240404890088/en/Mitsubishi-Electric-to-Transfer-Distribution-Transformer-Business-to-Hitachi-Industrial-Equipment-Systems
https://money2.daishin.com/PDF/Out/intranet_data/product/researchcenter/report/2025/04/53216_elecindepth_1q25_f.pdf
https://money2.daishin.com/PDF/Out/intranet_data/product/researchcenter/report/2025/04/53216_elecindepth_1q25_f.pdf
https://news.cgtn.com/news/2025-08-12/Joint-statement-on-China-U-S-Economic-and-Trade-Meeting-in-Stockholm-1FLIshwrFdK/p.html
https://news.cgtn.com/news/2025-08-12/Joint-statement-on-China-U-S-Economic-and-Trade-Meeting-in-Stockholm-1FLIshwrFdK/p.html
https://koreajoongangdaily.joins.com/news/2025-09-22/business/industry/In-this-cool-industry-Hyosung-juices-up-highvoltage-push-in-the-US/2403137

stry-Hyosung-juices-up-highvoltage-push-in-the-US/2403137 files/218/2403137.html

12. ChinaBriefing. (2025, 2025/04/11/T01:00:22+00:00). *Trump's China Tariffs Raised to
145% - Overview and Trade Implicationsx*.
https://www.china-briefing.com/news/trump-raises-tariffs-on-china-to-145-overview-and-t
rade-implications/
files/258/trump-raises-tariffs-on-china-to-145-overview-and-trade-implications.html

13. Cho, D.S. (2006). M-Management: Fourth strategic paradigm. *Hansmedia, Mechanism
Research Committee of Seoul National University*.

14. Cho, D.S. (2014). Mechanism-Based View: A New Strategic Paradigm for Integrated
Management.

15. Cho, D.S., & Lee, D.-H. (1997). A New Paradigm in Strategy Theory:" ser-M". *Monash
MT Eliza Business Reviewx, x1x%, 82-98.

16. Cho, D.S., Moon, H.-C., Huang, D., & Yin, W. (2024). The Weight-Sequence Model for
Reshaping the Pattern of Competition. 37-54.

17. Cho, D.S., & Moon, H. C. (2022). Strategic management in the age of artificial
intelligenc. *Seoul Economics and Business Administration.*

18. DiMaggio, P. J., & Powell, W. W. (1983). The iron cage revisited: Institutional
isomorphism and collective rationality in organizational fields. *American sociological
reviewx, *48%(2), 147-160.

19. Dimerco. (2025, 2025/09/29/T02:58:37+00:00). *US Tariff Update*.
https://dimerco.com/news-press/us-tariff-update-2025/>

20. Eisenhardt, K. M. (1989). Building theories from case study research. xAcademy of
Management Review, 14x(4), 532-550. <https://doi.org/10.5465/amr.1989.4308385>
files/262/us-tariff-update-2025.html

21. EMSCO. (2024, 2024-11-09). *How Al Growth is Transforming Power Equipment Demand
in Data Centers \| Used & Refurbished Industrial Electrical Power Distribution Equipment
Dealer*.
https://www.emscomn.com/how-ai-growth-is-transforming-power-equipment-demand-in-da
ta-centers
files/126/how-ai-growth-is-transforming-power-equipment-demand-in-data-centers.html

22. Fajgelbaum, P., Goldberg, P., Kennedy, P., Khandelwal, A., & Taglioni, D. (2024, 2024).
*The US-China trade war and global reallocations*. Retrieved 2 from

23. futuremarketinsights. (2025, September 19, 2025). *High Voltage Power Transformer
Market \| Global Market Analysis Report - 2035%.
https://www.futuremarketinsights.com/reports/high-voltage-power-transformer-market
files/193/high-voltage-power-transformer-market.html

24. global, n. (2025, 2025/02/19/T14:36:42+00:00). *Analysis: Why Southeast Asia is Becoming
a Manufacturing Hub for Chinese Investments*.

https://www.globalneighbours.org/analysis-why-southeast-asia-is-becoming-a-manufacturin

- 235 -


https://koreajoongangdaily.joins.com/news/2025-09-22/business/industry/In-this-cool-industry-Hyosung-juices-up-highvoltage-push-in-the-US/2403137
https://www.china-briefing.com/news/trump-raises-tariffs-on-china-to-145-overview-and-trade-implications/
https://www.china-briefing.com/news/trump-raises-tariffs-on-china-to-145-overview-and-trade-implications/
https://dimerco.com/news-press/us-tariff-update-2025/
https://www.emscomn.com/how-ai-growth-is-transforming-power-equipment-demand-in-data-centers
https://www.emscomn.com/how-ai-growth-is-transforming-power-equipment-demand-in-data-centers
https://www.futuremarketinsights.com/reports/high-voltage-power-transformer-market
https://www.globalneighbours.org/analysis-why-southeast-asia-is-becoming-a-manufacturing-hub-for-chinese-investments/

g-hub-for-chinese-investments/
files/208/analysis-why-southeast-asia-is-becoming-a-manufacturing-hub-for-chinese-inves
tments.html

25. GlobalTimes. (2025, August 26). *Trump meets President Lee in White House, maintains
15% tariff on South Korea - Global Timesx.
https://www.globaltimes.cn/page/202508/1341726.shtml
files/96/1341726.html

26. gminsights. (2024, December 2024). *High Voltage Power Transformer Market Size,
Report 2025-2034x*.
https://www.gminsights.com/industry-analysis/high-voltage-power-transformer-market
files/197/high-voltage-power-transformer-market.html

27. Goover. (2025, 2025-01-20). *Analysis of Growth Potential and Investment Attractiveness
in the Power Equipment Industry*. Goover. Retrieved  October 25 from
https://goover.ai/report-detail/go-public-report-ko-a4a52746-49fe-4b93-8105-e4f49795148c¢
-0-0
files/118/go-public-report-ko-a4a52746-49fe-4b93-8105-e4f49795148c-0-0.html

28. GrandViewResearch. (2025). *Power Transformer Market Size, Share \| Industry Report
2033*. June 17, 2025.
https://www.grandviewresearch.com/industry-analysis/power-transformers-market
files/120/power-transformers-market.html

29. Hitachi. (2025, 2025/09/29/). =Hitachi Energy invests an additional \$270 million CAD
(\$195 million USD) to expand large power transformer manufacturing capacity in
Varennes, Quebec \[Hitachi Energy\] : September 29, 2025x*.
https://www.hitachi.com/New/cnews/month/2025/09/250930c.html
files/230/250930c.html

30. Huld, A. (2025, 2025/09/30/T01:00:49+00:00). *US-China Tariff Rates - What Are They
Now?* Dezan Shira & Associates.
https://www.china-briefing.com/news/us-china-tariff-rates-2025/
files/128/us-china-tariff-rates-2025.html

31. Hyosung. (2025, 2025/09/02/08:30 ET). xHyosung Heavy Industries Strengthens Global
Position in Power Solutions Under Chairman Cho Hyun-joon's Leadership*.
https://www.prnewswire.com/news-releases/hyosung-heavy-industries-strengthens-global-p
osition-in-power-solutions-under-chairman-cho-hyun-joons-leadership-302543337.html

32. Hyun, S.-b. M., Ji-young Park, Min-sook Oh, Jong-hyuk Oh, Yun-mi. (2023). *Policy
Research Briefing 23-14: Global Corporate Responses in the Era of U.S.-China Strategic
Competition and Implications for Korean Companies Entering China.pdfx (23-14). KIEP
Policy Research Briefing 23-14. Korea Institute for International Economic Policy.

33. Infinite. (2025, Jun 30). *US-China Trade Deal 2025 Explained: Impact on Exports,
Imports & Tariffs*.
https://www.tradeimex.in/blogs/us-china-trade-deal-2025-impact-on-exports-imports-tariffs

- 236 -


https://www.globalneighbours.org/analysis-why-southeast-asia-is-becoming-a-manufacturing-hub-for-chinese-investments/
https://www.globaltimes.cn/page/202508/1341726.shtml
https://www.gminsights.com/industry-analysis/high-voltage-power-transformer-market
https://goover.ai/report-detail/go-public-report-ko-a4a52746-49fe-4b93-8105-e4f49795148c-0-0
https://goover.ai/report-detail/go-public-report-ko-a4a52746-49fe-4b93-8105-e4f49795148c-0-0
https://www.grandviewresearch.com/industry-analysis/power-transformers-market
https://www.hitachi.com/New/cnews/month/2025/09/250930c.html
https://www.china-briefing.com/news/us-china-tariff-rates-2025/
https://www.prnewswire.com/news-releases/hyosung-heavy-industries-strengthens-global-position-in-power-solutions-under-chairman-cho-hyun-joons-leadership-302543337.html
https://www.prnewswire.com/news-releases/hyosung-heavy-industries-strengthens-global-position-in-power-solutions-under-chairman-cho-hyun-joons-leadership-302543337.html
https://www.tradeimex.in/blogs/us-china-trade-deal-2025-impact-on-exports-imports-tariffs

files/134/us-china-trade-deal-2025-impact-on-exports-imports-tariffs.html

34. JeanMackenzie, O. (2025, 2025/07/31/). =Tariffs: Trump announces deal to impose 15%
levy on South Koreax*. https://www.bbc.com/news/articles/czxpvl9krxwo
files/260/czxpvl9krxwo.html

35. Kim, J.-h. (2025, 2025/09/19/T10:33:25+09:00). *Hyosung Heavy Industries to Supply Full
Package of Power Solutions to the U.S....“First Korean Company to Do So’x.
https://www.g-enews.com/article/Industry/2025/09/2025091909574344097bdb7041ec_1
files/242/2025091909574344097bdb7041ec_1.html

36. Lee, J.-i. (2025, 2025-08-06). *Market Trends for Large Transformers in the United
States*. KOTRA Overseas Market News.
https://dream.kotra.or.kr/kotranews/cms/news/actionKotraBoardDetail.do?SITE_NO=3&MEN
U_ID=190&CONTENTS_NO=2&bbsGbn=254&bbsSn=254&pNttSn=231385
files/116/actionKotraBoardDetail.html

37. Markets, R. a. (2025, 2025/08/25/T08:01:447). *U.S. Transformers Industry Research
Report 2025-2030 \| GE Vernova, Eaton, and Siemens Energy Lead the Moderately
Consolidated \$1.49 Bn Marketx.
https://www.globenewswire.com/news-release/2025/08,/25/3138230/28124/en/U-S-Transfor
mers-Industry-Research-Report-2025-2030-GE-Vernova-Eaton-and-Siemens-Energy-Lead-t
he-Moderately-Consolidated-1-49-Bn-Market.html

files/220/U-S-Transformers-Industry-Research-Report-2025-2030-GE-Vernova-Eaton-and-S
iemens-Energy-Lead-th.html

38. MarketsandMarkets. (2024, 2024-06). =*High Voltage Power Transformer Market Size,
Share \[Latest\]x*.
https://www.marketsandmarkets.com/Market-Reports/high-voltage-power-transformer-mar
ket-54126096.html
files/128/high-voltage-power-transformer-market-54126096.html

39. marketsandmarkets. (2025, 2025/08//). *Top Companies in Transformer Market - Hitachi
Energy Ltd. (Switzerland), Siemens Energy (Germany), Eaton (Ireland), GE Vernova (US)
and Toshiba Energy Systems & Solutions Corporation (Japan)x.
https://www.marketsandmarkets.com/Researchlnsight/transformer-market.asp
files/228/transformer-market.html

40. Mintzberg, H. (1987). The strategy concept I: Five Ps for strategy. =California
management reviewx, *30x(1), 11-24.

41. NewDaily. (2025, 2025/06/11/T10:35:28+0900). *Hyosung Heavy Industries on the
Offensive, Targeting 5 Trillion Won in Sales and 500 Billion Won in Operating Profit This
Yearx. https://biz.newdaily.co.kr/site/data/html/2025/06/11/2025061100139.html
files/245/2025061100139.html

42. NIAC. (2024, June 5, 2024). *Addressing the Critical Shortage of Power Transformers to
Ensure Reliability of the U.S. Grid*. National Infrastructure Advisory Council (NIAC),

- 237 -


https://www.bbc.com/news/articles/czxpvl9krxwo
https://www.g-enews.com/article/Industry/2025/09/2025091909574344097bdb7041ec_1
https://dream.kotra.or.kr/kotranews/cms/news/actionKotraBoardDetail.do?SITE_NO=3&MENU_ID=190&CONTENTS_NO=2&bbsGbn=254&bbsSn=254&pNttSn=231385
https://dream.kotra.or.kr/kotranews/cms/news/actionKotraBoardDetail.do?SITE_NO=3&MENU_ID=190&CONTENTS_NO=2&bbsGbn=254&bbsSn=254&pNttSn=231385
https://www.globenewswire.com/news-release/2025/08/25/3138230/28124/en/U-S-Transformers-Industry-Research-Report-2025-2030-GE-Vernova-Eaton-and-Siemens-Energy-Lead-the-Moderately-Consolidated-1-49-Bn-Market.html
https://www.globenewswire.com/news-release/2025/08/25/3138230/28124/en/U-S-Transformers-Industry-Research-Report-2025-2030-GE-Vernova-Eaton-and-Siemens-Energy-Lead-the-Moderately-Consolidated-1-49-Bn-Market.html
https://www.globenewswire.com/news-release/2025/08/25/3138230/28124/en/U-S-Transformers-Industry-Research-Report-2025-2030-GE-Vernova-Eaton-and-Siemens-Energy-Lead-the-Moderately-Consolidated-1-49-Bn-Market.html
https://www.marketsandmarkets.com/Market-Reports/high-voltage-power-transformer-market-54126096.html
https://www.marketsandmarkets.com/Market-Reports/high-voltage-power-transformer-market-54126096.html
https://www.marketsandmarkets.com/ResearchInsight/transformer-market.asp
https://biz.newdaily.co.kr/site/data/html/2025/06/11/2025061100139.html

Cybersecurity and Infrastructure Security Agency.
https://www.cisa.gov/sites/default/files/2024-06/DRAFT _NIAC_Addressing%20the%20Critical
%20Shortage%200f%20Power%20Transformers%20to%20Ensure%20Reliability%200f%20the %20
U.S.%20Grid _Report_06052024 _508c.pdf

43. O'Brien, C. (2025, May 14, 2025). *Governor Lee, Commissioner McWhorter Announce
Hyosung HICO, Ltd to Expand at U.S. Manufacturing Headquarters - Newsx*.
https://tnecd.com/news/governor-lee-commissioner-mcwhorter-announce-hyosung-hico-It
d-to-expand-at-u-s-manufacturing-headquarters/

44. Porter, M. E., & Strategy, C. (1980). Techniques for analyzing industries and competitors.
*Competitive Strategy. New York: Freex*, *1x*,

45 Postelwait, J. (2025, 2025/05//21st). *Why Transformer Shortages Signal Bigger Challenges
for U.S. Reshoring Efforts*.

https://www.tdworld.com/smart-utility /article/55287772/why-transformer-shortages-signal-big
ger-challenges-for-us-reshoring-efforts
files/210/why-transformer-shortages-signal-bigger-challenges-for-us-reshoring-efforts.html

46. PowerMag. (2026, January 2, 2026). *Transformers in 2026: Shortage, Scramble, or
Self-Inflicted Crisis?*. POWER Magazine.
https://www.powermag.com/transformers-in-2026-shortage-scramble-or-self-inflicted-crisis/

47. Researchlnstitute, K. (2010). *\<Future Forecast of the Electrical Industry.pdf\>x*
(1415114475).

48. Reuters. (2025, October 17). *Trump says 100% tariffs on China not sustainablex.
https://www.ajot.com/news/trump-says-100-tariffs-on-china-not-sustainable
files/132/trump-says-100-tariffs-on-china-not-sustainable.html

48. saha, T. (2025, 2025/07/21/T08:24:27+00:00). *China discreetly sets rare earth quotas for
2025*. https://www.mining-technology.com/news/china-rare-earth-quotas-2025/
files/136/china-rare-earth-quotas-2025.html

49. Senge, P. M. (1990). The art and practice of the learning organization. *1x.

50. Shahana, M. (2024, 2024/07/19/T12:58:31+05:30). *Toshiba Increases Transformer
Capacity, Invests \$5 Billion*.
https://www.electronicsforyou.biz/industry-buzz/toshiba-increases-transformer-capacity-in
vests-5-billion/
files/232/toshiba-increases-transformer-capacity-invests-5-billion.html

51. Shakir, N. (2025, May 16, 2025). *Hyosung HICO, Ltd to Expand at U.S. Manufacturing
Headquarters - Expansion Solutions*. Expansion Solutions.

https://www.expansionsolutionsmagazine.com/hyosung-hico-ltd-to-expand-at-u-s-manufactur
ing-headquarters/
files/214/hyosung-hico-ltd-to-expand-at-u-s-manufacturing-headquarters.html

52. Sim, K.-m. (2025, 2025/09/19/T16:23:25+09:00). *POSCO International to produce rare
earths and permanent magnets in the U.S... Korean-American companies build 'defense
shield' against China's offensivex.

- 238 -


https://www.cisa.gov/sites/default/files/2024-06/DRAFT_NIAC_Addressing%20the%20Critical%20Shortage%20of%20Power%20Transformers%20to%20Ensure%20Reliability%20of%20the%20U.S.%20Grid_Report_06052024_508c.pdf
https://www.cisa.gov/sites/default/files/2024-06/DRAFT_NIAC_Addressing%20the%20Critical%20Shortage%20of%20Power%20Transformers%20to%20Ensure%20Reliability%20of%20the%20U.S.%20Grid_Report_06052024_508c.pdf
https://www.cisa.gov/sites/default/files/2024-06/DRAFT_NIAC_Addressing%20the%20Critical%20Shortage%20of%20Power%20Transformers%20to%20Ensure%20Reliability%20of%20the%20U.S.%20Grid_Report_06052024_508c.pdf
https://tnecd.com/news/governor-lee-commissioner-mcwhorter-announce-hyosung-hico-ltd-to-expand-at-u-s-manufacturing-headquarters/
https://tnecd.com/news/governor-lee-commissioner-mcwhorter-announce-hyosung-hico-ltd-to-expand-at-u-s-manufacturing-headquarters/
https://www.tdworld.com/smart-utility/article/55287772/why-transformer-shortages-signal-bigger-challenges-for-us-reshoring-efforts
https://www.tdworld.com/smart-utility/article/55287772/why-transformer-shortages-signal-bigger-challenges-for-us-reshoring-efforts
https://www.ajot.com/news/trump-says-100-tariffs-on-china-not-sustainable
https://www.mining-technology.com/news/china-rare-earth-quotas-2025/
https://www.electronicsforyou.biz/industry-buzz/toshiba-increases-transformer-capacity-invests-5-billion/
https://www.electronicsforyou.biz/industry-buzz/toshiba-increases-transformer-capacity-invests-5-billion/
https://www.expansionsolutionsmagazine.com/hyosung-hico-ltd-to-expand-at-u-s-manufacturing-headquarters/
https://www.expansionsolutionsmagazine.com/hyosung-hico-ltd-to-expand-at-u-s-manufacturing-headquarters/

https://www.sedaily.com/NewsView/2GXYP5K]DY/GD0101
files/114/GD0101.html

53. Teece, D. J., Pisano, G., & Shuen, A. (1997). Dynamic capabilities and strategic
management. *Strategic management journal*, *18%(7), 509-533.

54. White House. (2025). *Clarification of Exceptions Under Executive Order 14257 of April 2,
2025, as Amended*. Retrieved from

https://www.whitehouse.gov/presidential-actions/2025/04/clarification-of-exceptions-under-ex
ecutive-order-14257-of-april-2-2025-as-amended/

files/100/clarification-of-exceptions-under-executive-order-14257-of-april-2-2025-as-amende
d.html

55. Thomas, D. (2025, 2025/08/13/T09:51:48). =Transformer troubles: manufacturing and
policy constraints hit US transformer supply*.

https://www.woodmac.com/news/opinion/transformer-troubles-manufacturing-and-policy-con
straints-hit-us-transformer-supply/

files/216/transformer-troubles-manufacturing-and-policy-constraints-hit-us-transformer-sup
ply.html

56. Trade, A. (2025). xAllianz Trade Global Survey 2025: Trade war, trade deals and their
impacts on companies \| Allianz* (Allianz.com, Issue. A. SE.

https://www.allianz.com/en/economic_research/insights/publications/specials_fmo/250520-glo
bal-trade-survey.html
files/140/250520-global-trade-survey.html

57. transformers-magazine. (2023, 2023/02/13/). *Power transformers industry to experience
strong growth by 2032*. <https://transformers-magazine.com/tm-news/72301/>

58. transformers, m. (2025, 2025/06/30/). *Siemens Energy to start large power transformer
production in the USx.

https://transformers-magazine.com/tm-news/siemens-energy-to-start-large-power-transform
er-production-in-the-us/
files/226/siemens-energy-to-start-large-power-transformer-production-in-the-us.html

59. TransformersMagazine. (2025, 2025/03/07/). *Hyosung to double transformer output for
US market growthx. Retrieved 10/28 from

https://transformers-magazine.com/tm-news/hyosung-to-double-transformer-output-for-us-
market-growth/
files/240/hyosung-to-double-transformer-output-for-us-market-growth.html

60. USICT. (2024). *\<Large Power Transformers from South Korea--Staff Report.pdf\>*.

VerifiedMarketReports. (2025). xElectrical Power Transformer Market Size, Competitive
Growth & Forecastx.
https://www.verifiedmarketreports.com/product/electrical-power-transformer-market/>

files/124/electrical-power-transformer-market.html

61. volza. (2025, 2025/08/22/undefined). *Phase Transformer Imports in United States from
Chinax.

- 239 -


https://www.sedaily.com/NewsView/2GXYP5KJDY/GD0101
https://www.whitehouse.gov/presidential-actions/2025/04/clarification-of-exceptions-under-executive-order-14257-of-april-2-2025-as-amended/
https://www.whitehouse.gov/presidential-actions/2025/04/clarification-of-exceptions-under-executive-order-14257-of-april-2-2025-as-amended/
https://www.woodmac.com/news/opinion/transformer-troubles-manufacturing-and-policy-constraints-hit-us-transformer-supply/
https://www.woodmac.com/news/opinion/transformer-troubles-manufacturing-and-policy-constraints-hit-us-transformer-supply/
https://www.allianz.com/en/economic_research/insights/publications/specials_fmo/250520-global-trade-survey.html
https://www.allianz.com/en/economic_research/insights/publications/specials_fmo/250520-global-trade-survey.html
https://transformers-magazine.com/tm-news/siemens-energy-to-start-large-power-transformer-production-in-the-us/
https://transformers-magazine.com/tm-news/siemens-energy-to-start-large-power-transformer-production-in-the-us/
https://transformers-magazine.com/tm-news/hyosung-to-double-transformer-output-for-us-market-growth/
https://transformers-magazine.com/tm-news/hyosung-to-double-transformer-output-for-us-market-growth/
https://www.verifiedmarketreports.com/product/electrical-power-transformer-market/

https://www.volza.com/ogimages/import/p/phase-transformer-import-in-united-states-coo-ch
ina-import-shipment.svg

files/238/phase-transformer-import-in-united-states-coo-china-import-shipment.html

62. wearememphis. (2025, 2025/05//16th). *Hyosung Hico Announces \$50.8M Expansion,
Bringing 100+ New Jobs to South Memphis*.

https://wearememphis.com/news/hyosung-hico-announces-50-8m-expansion-bringing-100-ne
w-jobs-to-south-memphis/

63. Wolfe, S. (2025, 2025/08/14/T17:45:48+00:00). *Can the US catch up to transformer
demand?*

https://www.renewableenergyworld.com/power-grid/can-the-us-catch-up-to-transformer-dem
and/

files/212/can-the-us-catch-up-to-transformer-demand.html

64. Yin, R. K. (2018). *Case study research and applications: Design and methods* (6th ed.).
SAGE Publications.

65. YonhapNews. (2025, 2025/09/01/T00:19:03.000Z). *Korea's exports rise 1.3% year-on-year
in August on robust chip demand: data - The Korea Times*.

https://www.koreatimes.co.kr/business/tech-science/20250901/koreas-exports-rise-13-year-o
n-year-in-august-on-robust-chip-demand-data>
files/98/koreas-exports-rise-13-year-on-year-in-august-on-robust-chip-demand-data.html

- 240 -


https://www.volza.com/ogimages/import/p/phase-transformer-import-in-united-states-coo-china-import-shipment.svg
https://www.volza.com/ogimages/import/p/phase-transformer-import-in-united-states-coo-china-import-shipment.svg
https://wearememphis.com/news/hyosung-hico-announces-50-8m-expansion-bringing-100-new-jobs-to-south-memphis/
https://wearememphis.com/news/hyosung-hico-announces-50-8m-expansion-bringing-100-new-jobs-to-south-memphis/
https://www.renewableenergyworld.com/power-grid/can-the-us-catch-up-to-transformer-demand/
https://www.renewableenergyworld.com/power-grid/can-the-us-catch-up-to-transformer-demand/
https://www.koreatimes.co.kr/business/tech-science/20250901/koreas-exports-rise-13-year-on-year-in-august-on-robust-chip-demand-data
https://www.koreatimes.co.kr/business/tech-science/20250901/koreas-exports-rise-13-year-on-year-in-august-on-robust-chip-demand-data

Growth Paths and Strategic Mechanisms of
Huawei and Xiaomi: A Comparative Study
Based on the Ser-M Model

Liping Wang * Minghao Huang **

Content

L. Introduction

II. Literature Review

[II. Research Design and Methods
IV. Analysis of Huawei and Xiaomi
V. Discussions

Abstract

Based on the SER-M (Subject-Environment-Resource-Mechanism) model, this study
systematically compares the strategic evolution of Huawei and Xiaomi during their startup
phase, leap phase, and major environmental change phase. The research reveals that the two
companies have developed differentiated pathsunder different environmental pressures and
resource endowments: Huawei focuses on technological independence, global layout, and
organizational resilience, achieving structural adjustments during the change phase through a
subject-driven resource reshaping mechanism: Xiaomi, on the other hand, relies on
ecosystem expansion, efficiency advantages, and cross-border innovation, exploring new
growth curves for the "people-car-home" ecosystem through a resource-driven creative
mechanism. The study demonstratesthat the strategic intentions of the subject, the depth of
resource accumulation, and the intensity of the environment collectively influence the
strategic mechanism choices of enterprises during the change phase, providing important
insights for enhancing the resilience and global competitiveness of China's technology

enterprises.

Keyword: Xiaomi: Huawei; SER-M model: strategic mechanism: growth path

Received Feb. 6. 2026 Accepted Jun. 8. 2026

*

*

aSSIST University, Master Candidate, lulu_tf@sina.com
* aSSIST University, Assistant Professor, mhuang@assist.ac.kr (Corresponding Author)

- 241 -



I. Introduction

Over the past two decades, China's tech enterprises have experienced a leap-frog
development from catching up to leading, among which Huawei and Xiaomi have become
important representatives of the global consumer electronics and information and
communication technology (ICT) industry (Murmann et al., 2021). Huawei has built full-stack
technical capabilities ranging from communication equipment and network infrastructure to
smart terminals through long-term, high-intensity R&D investment. Xiaomi, on the other
hand, has rapidly risen by leveraging its unique 'Internet + hardware" model, forming a
business model innovation and ecosystem synergy as its core the competitive path (Tan
Zhijiaet al., 2019).

The strategic differentiation exhibited by the two companies under external shocks
reflectsthe heterogeneous coping logic formed by different enterprises based on resource
endowment, organizational capabilities, and mechanism innovation (Browder et al., 2024:
Georgescu et al., 2024). This difference constitutes a key issue in this study: how
enterprises rely on internal mechanisms to achieve strategic responses in highly uncertain
external environments has become an important topic for understanding contemporary
China's tech enterprises. As Cho (2025) emphasized, mechanisms are the process of "how
the subject (S) adjusts and reallocates resources (R) based on the environment(E)", serving
as the core variable for explaining enterprise survival, growth, and transformation.

This study employs the SER-M framework to systematically analyze the strategic
mechanism evolution of Huawei and Xiaomi from their startup phase through the
leapfrogging phase to the period of significant environmental changes, with the primary
objectives including:

1. Identify the S-E-R characteristics of the two companies at different stages:

2. Compare the formation path and evolutionary differences of their strategic
mechanisms;

3. Discuss the reasons why enterprises choose different adjustment and creation
mechanisms under major environmental changes.

4. To provide theoretical inspiration for the strategic development of China's technology
enterprises in the global turbulent environment.

II. Literature Review

1. Digital Transformation and the Growth of China's Tech Enterprises

Digital transformation has been a key driver for China's tech companies to achieve
rapid growth and global expansion over the past decade, significantly enhancing their
capabilities in optimizing organizational processes, innovating business models, and creating
customer value (Georgescuet al., 2024). For Huawei, digitalization is not only a tool to
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improve operational efficiency but also a crucial support for its "customer-centric" strategy,
building a complex organizational collaboration system, and global delivery capabilities (Woo,
2014). For Xiaomi, its "ironman triathlon" business model, comprising hardware, internet
services, and new retail systems, essentially constitutes a digital native model. Through
MIUI, app stores, and AloT devices, it forms a data-driven business ecosystem that enables
the company to learn quickly, respond promptly to market changes, and build strong user
engagement and a robust business ecosystem (Tan Zhijia et al., 2019).

2. Core Elements and Strategic Mechanisms of the SER-M Model

The SER-M model, proposed by Professor Dong-Sung Cho in 2006, addresses the
limitations of traditional strategic theories (e.g., the SCP paradigm and Resource-Based View,
RBV) in explaining the growth dynamics and strategic evolution of Asian firms (Cho, 2006).
This model posits that corporate strategy is not a static allocation of resources, but rather
a dynamic process where the three elements, subject (S), environment (E), and resources
(R), interact and evolve, ultimately manifesting as a mechanism (M). It is characterized by
significant dynamism and adaptability.

Figure 1. SER-M Framework
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Table 1. Four Key Elementsof the SER-M Model

Factors Connotation Core management issues

The internal factors of business, such ag
(S) entrepreneur, organization, culture, etc.,

emphasize the entrepreneur spirit, learning
ability and organizational resilience.

How to choose and adjust?
(CEO's judgment and
organizational flexibility)

Subject

The external market, competition [How to identify and respond?

uncontrollable factors. Opportunity)

Environment (E) technology, policy, social culture and other(Judgment of Crisis and

iti i i i ?
Resource (R) The competitive factors of tangible (capitalHow to get and configure?

assets) and intangible (technology, brand/investment in R&D and the
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talent). ecosystem

The pattern of S, E,
Mechanism (M)

strategy.

R

The pattern of S, E, R interaction is theinteraction is the dynamid
dynamic embodiment of enterprise strategy. [embodiment of enterprise

1 Source: Refer to "Mechanism: The Fourth Element of Management" by Dong—Sung Cho

The SER-M framework systematically classifies strategic mechanisms (M) into five
operational typologies, explaining how enterprises configure their strategic behaviors across
different scenarios. As visually conceptualized in the Input-Process-Output (IPO) and
Feedback Architecture of Figure 1, these five mechanisms represent the precise structural
pathways through which input antecedents are transformed into performance outcomes and
continuously updated:

Selection Mechanism: Operating at the Input-to-Process transition boundary (Figure 1), this
represents the Subject’'s (S) cognitive capacity to strategically evaluate external
environmental (E) opportunities and internal resource (R) endowments, thereby determining
the optimal strategic positioning and the entry pathway ('Determine the path") into the
central mechanism (M).

Learning Mechanism: Formulated along the continuous Feedback Loop (Figure 1), this
refers to the firm’s capacity to systematically absorb output performance (P) data, engage in
strategic trial-and-error, and continuously update the Subject’s (S) cognitive schemas and
Resource (R) configurations.

Coordination Mechanism: Functioning as the inter-input integration process (Figure 1), this
entails the alignment of internal resources and process optimization to ensure operational
synergy between S and R, smoothing the transition of inputs into the strategic mechanism
(M) stage (e.g., Huawei's Business Leadership Model system).

Creation Mechanism: Conceptualized as an active input-shaping capability (Figure 1), this
involves generating entirely new resources (R) and market opportunities (E) through
disruptive innovations rather than merely exploiting existing endowments, effectively
restructuring the input landscape (e.g., Xiaomi's platform ecosystem strategy).

Adaptation Mechanism: Activated by radical external environmental (E) shocks (Figure 1),
this denotes the organization’s dynamic resilience to rapidly reallocate, adjust, and reshape
S and R inputs to safeguard business continuity and maintain process stability under
extreme, volatile constraints (e.g., geopolitical sanctions).

3. Previous Research and Application Extension of the SER-M Model

The SER-M model has been widely applied in Asian corporate research, including Samsung
Electronics and Hyundai Motor, demonstrating its strong explanatory power in understanding
how firms utilize internal mechanisms to achieve growth under external shocks. Chinese
scholars have applied the SER-M model to multiple China case studies, with research
generally indicating that Chinese firms often rely on strong leadership and environmental
dividends during their rapid growth phase, achieving rapid resource integration through
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creative choices (Wang Fei, 2021). However, when the external environment shifts from
"opportunity-driven" to "constraint-driven," the original offensive mechanisms often prove
unsustainable, necessitating strategic transformation through mechanism adjustments or
innovations. In the field of Chinese research, the model has been applied to companies such
as Haier and Gree, emphasizing that firms often rapidly integrate resources (R) through
"subject (S) + creative mechanism (M)" to capture the market during periods of significant
market dividends (Xu et al., 2020).

This study extends the SER-M model to the radical environmental change (E) caused by
Sino-US trade friction, to analyze how Huawei and Xiaomi achieve resilient survival
andhigh-quality growth through strategic mechanism restructuring (Zhao et al., 2021).

III. Research Design and Methods

1. Case Selection and Stage Division

This study selected Xiaomi and Huawei as research subjects because, as representative
enterprises of China's technology industry, they respectively embody two typical and highly
differentiated development paths: the ‘light-asset internet model" (Xiaomi) and the
"heavy-asset R&D model" (Huawei), which hold significant comparative research value. Tan
Zhijia et al. (2019) argued in the Management Review on the Construction of Business
Ecosystems and Value Creation that Xiaomi's innovation model of the ecosystem chain and
its efficient business collaboration mechanism are considered typical creative business model
cases in the internet era. Li Ping and other scholars(2021) noted in their literature review
on organizational resilience that Huawei has become a typical representative of high R&D
investment enterprises due to its long-accumulated technological resources, customer
centric management system, and strong organizational resilience.

To systematically analyze the characteristics of the subject (S), environment (E), resources
(R), and mechanism (M) of enterprises at different development stages based on the SER-M
(Subject - Environment - Resource - Mechanism) model, this study divides two companies into
three phases, entrepreneurship, leapfrogging, and major environmental change, by
referencing their historical development paths and key external events.

This three-phasedivision is not an ad hoc segmentation but follows the longitudinal
tradition of SER-M research, in which a firm's growth is partitioned into successive stages
so that the change of its strategic mechanism can be traced over time. Prior SER-M studies
have repeatedly adopted such stage-based designs: Koo and Lee (2007) examined the
variables of firm growth-stage research within the SER-M framework: Kim and Lee (2021)
divided the development of Incheon International Airport Corporation into four stages to
analyze the transition ofits management mechanism: and Lee and Ko (2022) segmented a
vocational-training firm into three stages to examine the evolution of its environment
response mechanism. In a setting closer to the present cases, Zhou and Cho (2023)
tracedthe entry-growth-stagnation stages of Samsung's smartphone business in the Chinese
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market through a mechanism-based lens. Building on this precedent, the present study
delineates the startup, leapfrogging, and major-environmental-change phases according to
each firm's lifecycle of business-model formation, capability accumulation, and crisis
response, anchoring the boundaries between phases to landmark external events (e.g.,
China's WTO accession, the 2019 U.S. Entity List, and the post-2021 restructuring of the
smart-vehicle industry).

The staged analysis also rests on the dynamic logic of the SER-M paradigm itself. As
Cho (2014) and Cho and Moon (2023) argue, a strategic mechanism is not a static
configuration but is generated along three axes: combination (which of the subject,
environment, and resource elements are mobilized), permutation (the order in which they
are triggered), and time (how the configuration shifts across stages). From this perspective,
the mechanism of each phase can be expressed as an ordered permutation of S, E, and R
that identifies the element initiating the strategic response, and the cross-phase comparison
captures how this triggering order migrates as environmental intensity changes. Accordingly,
this study reads Huawei's and Xiaomi's stage mechanisms as time-varying S-E-R
permutations rather than as isolated strategic decisions, providing an explicitt heoretical
foundation for the stage division developed below.

3.1.1 Startup Period (Huawei: 1987 - 1999; Xiaomi: 2010 - 2015)

During this phase, both companies were in the foundational stage oftheir business models
and organizational cultures. Huawei achieved early technological breakthroughs in
communication equipment through independent R&D, reflecting a typical logic of
entity-driven and resource accumulation: Xiaomi, on the other hand, rapidly entered the
smartphone market by leveraging the MIUI community and direct online sales model,

forming an innovation mechanism based on user communities and ecosystem synergy.

3.1.2 Leap Period (Huawei: 2000-2018; Xiaomi: 2016-2020)

This phase was acritical period for the two companies to achieve rapid growth, global
expansion, and accumulation of core resources. Huawei introduced world-class management
systems (such as IPD and ISC), continuously invested in chip and communication
infrastructure technologies, and strengthened global organizational learning capabilities,
achieving breakthroughs in both technology and market (Huawei Technologies Co., Ltd.,2019
- 2024). Xiaomi, on the other hand, built a new retail system, advanced its AloT strategy,
and restructured its supply chain between 2016 and 2020, achieving dual-engine growth of
"smartphone X AloT," and for the first time entered the top three global smartphone
shipments in 2020 (Xiaomi Group, 2018 - 2024).

3.1.3 Period of Major Environmental Changes (Huawei:2019 - present; Xiaomi:2021 -
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present)

During this phase,the external environments faced by both companies underwent radical
changes. Huawei has been subject to U.S. Entity List sanctions since 2019, with its
corecomponents and global market layout significantlyimpacted. The company entered a
transition period characterized by "technological self-reliance, ecosystem reconstruction,
organizational restructuring," a mechanism manifested as a typical "adjustment mechanism"
(Carnegie Endowment for International Peace, 2020). Xiaomi, on the other hand, has been
affected by global chip shortages, overseas regulatory risks, and the window of opportunity
in the smart electric vehicle industry since 2021. It began to advance cross-border strategic
innovation and build a "people - vehicle - home" full-ecosystem strategy, a mechanism more
inclined toward a "creation mechanism" (Xu Hui et al., 2020).

2. Case Sources and Methods

This study adopts a multi-case study method and uses "Pattern Matching" as the core
analytical approach. As mentioned by Wang Fei (2021), it identifies the types of strategic
mechanisms formed at different stages by comparing the consistency between theoretical
models and actual corporate behaviors. This ensures that the three-stage strategic
mechanisms of Huawei and Xiaomi can systematically correspond to the SER-M theoretical

framework.

3.2.1 Theoretical Construction Phase

Based on SER-M model, this study constructs an idealized strategic mechanism model for
twoenterprises in the start-up period, leap period and major environmental changeperiod,
covering four dimensions: subject (S), environment (E), resources (R)and mechanism (M).

3.2.2 Evidence Collection Phase

The data sourcesinclude corporate annual reports, founder interviews, strategic
changematerials, media reports, industry research reports, and academic
literature,representing a typical multi-source data integration research approach.According
to the phases, this study extracts key actionpatterns from Huawei's 2000 -2018 growth
phase and 2019 - present transition phase, as well as Xiaomi's 2016 - 2020 growthphase and
2021 - present transition phase, to enhance the cross-period consistencyand comparability of
the research.

3.2.3 Pattern Matching Phase

Compare the actual action model with the theoretical model to verify whether the strategic

- 247 -



mechanisms embodied by enterprises at different stages conform to the logic of the SER-M
model. For example, Huawei demonstrated the characteristics of "organizational resilience"
and "adjustment mechanism" during periods of significant environmental changes; Xiaomi,
during the same period, exhibited the characteristics of "resource-driven cross-border
innovation" and "creation mechanism".

IV. Analysis of Huawei and Xiaomi

In corporate growth research, explaining success solely through resource scale or market
share no longer reveals its underlying logic. As external uncertainties increase, whether
firms can achieve strategic continuity through mechanism adjustments has become a key
entry point for understanding their long-term competitiveness (Cho, 2014).

This study aims to conduct an in-depth analysis of the unique growth trajectories of
Huawel and Xiaomi, as representative enterprises of China's technology industry. The two
companies represent two typical yet differentiated success models: Murmann, J.P. et al
(2021) argued in their commentary "A Dynamic Perspective on Huawei" that Huawei has
gradually risen by leveraging deep technological accumulation, sustained high-intensity R&D
investment, and aglobalized layout in the B-end market, thereby building full-stack
competitiveness across the ICT industry chain. In contrast, Tan Zhijia et al.(2019) posited
that Xiaomi rapidly captured a share of the consumer electronics market and formed a
large-scale user ecosystem globally by relying on its innovative "ironman" business model,
"hardware + new retail + internet services', with exceptional commercial ecosystem synergy
efficiency.

1. Startup Management
4.1.1 The Entrepreneurship and Initial Stage of Huawei

The entrepreneurial period of Huawei (1987 - 1999) exhibited a typical "survival in the
cracks" development path, with its core characteristic being the subject (S) achieving
breakthroughs through strategic choices and resource creation under adverse conditions
(E). Scholars such as Li Ping (2021) mentioned in their organizational resilience review that
as the corporate entity, Ren Zhengfei demonstrated strong crisis awareness, military-style
execution, and long-termist judgment on technological value during the early stages of
entrepreneurship, which laid the foundation for Huawei's early strategic orientation. At that
time, the China telecommunications market was almost monopolized by multinational giants,
with domestic enterprises lacking technology, capital, and market position, and facing
extremely high external environmental barriers.

Huawel initially entered the market through the agency of Hong Kong's program-controlled
switches, but Ren Zhengfei keenly recognized the unsustainability of the agency business
and made a decisive strategic choice: transitioning from agency to independent R&D. As
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Cho (2006) mentioned, this strategic choice aligns with the pattern of some Asian companies
achieving technological catch-up through "path adjustment” during crises. Under extremely
scarce resources, Huawei invested most of its funds in R&D, building early technical
resources (R) through "mattress culture" and intensive human resource input, achieving
breakthroughs in the C&C08 switch and completing domestic substitution in rural and
small-to-medium urban markets.

4.1.2 Xiaomi’s Founding and Early Development

Xiaomi's entrepreneurial period (2010-2015) followed a typical path of "using internet
transformation to break industry barriers,” in stark contrast to Huawei's heavy-asset R&D
model. As the main body (S), Lei Jun possessed profound experience in the internet industry
and accurately seized the opportunities of the era when smartphones and mobile internet
were rapidly penetrating. The external environment (E) at that time was characterized by
high smartphone prices, underestimated user demand, and the explosion of mobileinternet,
which provided structural opportunities for latecomers. Subsequently, Xiaomi leveraged its
distinctive "Ironman Triathlon" business model (hardware + new retail + internet services) to
seamlessly integrate internet efficiency with hardware manufacturing. Throughout this
process, Xiaomi did not treat users merely as passive recipients of products. Instead,
through the MIUI community, fan engagement mechanisms, and a continuous product
iteration strategy, it actively involved users in value creation. This approach effectively
reduced market uncertainties while enhancing user retention and brand loyalty.

Table 2. Comparison Tableof Various Factors in the Management Mechanism of the Startup

Period betweenHuawei and Xiaomi

Mechanistic

factors Huawei (1987-1999) Xiaomi (2010—-2015) explanation
Subjective Ren Zhengfei: Resilience, LEI Jun:Internet Thinking, Huawei S emphasizes intrinsic technical
y Technology Orientation, | Extreme Cost—Performance, Flat | capabilities; Xiaomi S emphasizes the grasp
) - .
Military Management Structure of users and traffic.

Demand for localization

. L Mobile Internet Explosion, Smart
Environment | of telecommunication

. . H i targets th ly—sid ; Xiaomi
Phone from High Price to Hawen Largets the SUpply—side Sap, Alaom

E®) equipment and market Lo seizes the upgrade in consumer demand
Popularization
gap
Early technology .. .
. . . . Huawei is a heavy technology resource;
Resource accumulation, Engineers, MIUI community traffic, Xiaomi is a licht asset and ecosystem
®) high—intensity R&D and a light—asset supply chain & Y

(10% of revenue) traffic

Selection | "Rural Encircling Cities" |High specs, low price, and scarcity| All companies strive to survive by focusing
Mechanism Focus on the Switch marketing on core markets and products.

Learn from IBM to

Learning . . High specs, low price, and scarcity| Huawei learns the management system;
. establish systems like . ..
Mechanism IPD marketing Xiaomi learns user needs
Coordination Customer —oriented Ironman Triathlon: Hardware, Huawei coordinates R&D with customers;
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. cross—departmental Xiaomi coordinates profits with the
Nechanism . Sales, and Internet Synergy
process_collaboration ecosystem

. Technology and talent . Both adhere to core priority: Huawei

Sorting . .gy Mobile> Ecosystem> Internet P Y ..

. are prioritized to ensure . focuses on technology, while Xiaomi
Mechanism . Services . .

R&D investment emphasizes traffic and ecosystem

2Source: Compiled from official data published by Huawei Technologies and Xiaomi Group.

4.1.3 Comparison of Startup Period of Huawei and Xiaomi

Huawei achieved arevenue breakthrough of 10 billion yuan in 1999. Although the scale was

not large, its high-quality income, stable B-end customers, and deeptechnological moat laid
a crucial foundation for future globalization (HuaweiTechnologies Co., Ltd., 2019 -2024).
Xiaomi achieved a revenue of 78.016 billion yuan in 2015,with an exponential growth rate
over five years, reflecting the high efficiencyand strong expansiveness of its internet
business model (Xiaomi Group, 2021 - 2024).

Table 3. Comparison of Huawei and Xiaomi's revenue at the end of the startup period (in

billions of RMB)

Company a particular year Revenue (in billions of RMB)
Huawei 1999 100+
Xiaomi 2015 780.16

3Source: Huawei Technologies https://www.huawei.com and Xiaomi Group https://ir.mi.com

2. The Period of Rapid Management (Globalization and Diversification)
4.2.1 Huawei’s Leap Period (2000-2018)

Huawel entered a '"leap period" of rapid global expansion and continuous improvement in
core technological capabilities from 2000 to 2018. In their commentary "A Dynamic
Perspective on Huawei" (2021), scholars such as Murmann, J.P. et al.mentioned that the
external environment (E) underwent structural changes: China's accession to the WTO, the
rapid upgrading of global communication networks (from 2G, 3G to 4G), and the increasing
demand for high-quality equipment and integrated solutions from global operators created a
historical window for Huawei to enter the global mainstream market during this phase.

As the subjective (S), Huawei's top management demonstrated strong global strategic will
during this period, collaborating with international consulting firms such as IBM and Deloitte
to introduce world-class management systems like IPD, ISC, and BLM, significantly
enhancing organizational processes and global delivery capabilities (Ren Zhengfei, 2021;
Wang Song et al., 2022). Meanwhile, Huawei actively established R&D centers and localized
operational systems in Europe, West Asia, Africa, and the Americas, attracting global
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technical talent.

In terms of resources (R), Huawei has consistently maintained a high proportion of R&D
investment (10-15% of revenue), establishing a core technology system, including HiSilicon
chips, optical transmission, and base station technology (Huawei Technologies Co., Ltd.,
2019-2022). After the establishment of HiSilicon in 2004, the Kirin series of chips gradually
matured, enabling Huawei to possess higher independent technological capabilities among
global communication equipment manufacturers.

The mechanism (M) is manifested as "global learning + technology accumulation-driven
coordination mechanism". Huawei has achieved the leap from "follower" to "global leader"
through systematic learning of Western management ideas, continuous absorption of global
operational experience, and long-term deepening of its core technological resources
(Duchek, 2020; Murmann et al., 2021). By 2018, Huawei's revenue reached 721.2 billion yuan,
making it the world's largest telecommunications equipment manufacturer and successfully
ranking among the top global smart terminal providers.

Table 4.Huawei's LeapPeriod (2000—2018) Historical Management Performance

Period Manage performance history
2000 Establishing the European Institute in Sweden to launch a large—scale internationalization strategy
2003 Launch management reforms including IPD and ISC to build a world—class operational system
2004 Establishing HiSilicon Semiconductor, dedicated to core chip technology R&D
2005 International sales surpassed domestic sales for the first time
2007 BT wins big deal to break into Western mainstream market
2010 First entry into the Fortune Global 500 list
To become the world's largest telecommunications equipment manufacturer with annual revenue reaching 721.2
2018 billion RMB

4Source:Huawei Technologies Co., Ltd. https://www.huawei.com

4.2.2 Xiaomi’s Leap Period (2016-2020)

From 2016 to 2020, Xiaomi entered a transformative phase of 'resource restructuring and
global expansion,' marked by three Kkey initiatives: rebuilding its supply chain system,
establishing a new retail model, and accelerating its AloT strategy.

After facing supply chain bottlenecks in 2015, Xiaomi (S) recognized that relying solely on
online channels could not sustain long-term growth. Starting in 2016, the company fully
implemented its "New Retail Strategy," establishing offline channels like "Xiaomi Home" to
create an integrated online-offline ecosystem.Simultaneously, Xiaomi enhanced its supply
chain management capabilities by reengineering core processes including R&D, sales, and
supply chain operations, significantly improving operational efficiency.

In terms of external environment (E), the global smartphone market has entered a phase of
stock competition, while emerging markets like India and Southeast Asia are experiencing
rapid growth, creating a breakthrough opportunity for Xiaomi's globalization. Meanwhile, the
expansion of the global IoT market and the widespread adoption of smart home technologies
provide a favorable window for the growth of Xiaomi's ecosystem partners.

The mechanism (M) manifests as "resource integration + ecosystem expansion." During its
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leapfrog growth phase, Xiaomi did not abandon the business model logic established in its
startup phase. Instead, it expanded and strengthened existing mechanisms under the
backdrop of capital, scale, and globalization. Through building a new retail system,
advancing the AloT strategy, and strategically positioning ecosystem partners, Xiaomi
extended its value co-creation mechanism, originally centered on user participation, from a
single-product level to an ecosystem-level collaboration involving multiple categories and
stakeholders.
Table 5.Xiaomi's LeapPeriod (2016—2020) Historical Management Performance

Period Manage performance history
2016 Xiaomi Home Expands Rapidly with New Retail Strategy
2017 Becoming the No.l smartphone brand in India, the global strategy has achieved breakthrough
2018 The successful listing on the Hong Kong Stock Exchange (Stock Code: 1810) has
established a solid financial foundation for AloT expansion.
2019 Announced the "Mobile + AloT" dual—engine strategy, officially establishing a diversified
direction
2019 First entry into the Fortune Global 500 list
Global smartphone shipments have regained a top—three position worldwide, with annual
2020 . .
revenue reaching 245.9 billion yuan.
92020 Beijing Xiaomi Science Park (New Headquarters) completed and put into operation,
integrating R&D resources

5  Source: Xiaomi Grouphttps://ir.mi.com

4.2.3 Comparison of Operating Performance During the Takeoff Phase

Table 6. Key PerformanceComparisons of Revenue During the Flight Period

End—of—period revenue

Company flying phase Initial revenue (billion yuan) (billion vuan)
Huawei 1999-2018 (20 years) 100.00
Xiaomi 2016-2020 (5 years) 780.16 2459

6 Source: Huawei Technologies Co., Ltd. https:/www.huawei.com XiaomiGroup https:/ir.mi.com

Revenue at Start vs. End of the Takeoff Period (100 million RMB)

B Startof peried I End of pariod

212

716
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Figure 2. Key Performance Comparison of Revenue During the TakeoffPeriod

The following bar chart shows the revenue scale (in billions of RMB) of Huawei and Xiaomi
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at the beginning and end of their respective leapfrogging periods, intuitively illustrating the
leapfrog growth achieved by the two companies through leapfrogging management under
different business models (Huawei Technologies Co., Ltd., 2019 - 2022), (Xiaomi Group, 2018 -
2022).

4.2.4 Comparison of Management Mechanisms During the Takeoff Phase

The core mechanism of Huawei during its leapfrog growth phase is the environmental
adaptation mechanism (E-S-R), whose main strategy is to optimize internal processes by
IPD ISC, aligning the
Technologies Co., Ltd., 2020).
Long-term high-intensity R&D investment and the HiSilicon chip system constitute its core

introducing world-class management systems such as and

organization's operations with global standards (Huawei
competitive resources (R),
2018.

Xiaomi's core mechanism during its rapid growth phase is the Resource Integration and
fueled by capital (2018 IPO),

and AloT ecosystem expansion. Lei

enabling Huawei to achieve a revenue scale of 721.2 billion in

Reconfiguration (R-S-E) framework, channel systems (new

retail), Jun, the strategic leader (S), demonstrated

exceptional adaptability by transitioning from a single online model to a dual-engine strategy
of 'smartphones + AloT," while driving global expansion. This approach propelled revenue to

245.9 billion yuan in 2020 (Xiaomi Group, 2021).

Table 7.Comparison Tableof Huawei and Xiaomi in Various Factors of the Flight Period

ManagementMechanism
Miz};iitlc Huawei (2000—2018) Xiaomi (2016—2020) explanation
Subjective Process—oriented management, |Efficiency—oriented, model Huawei emphasizes "business leadership”;

IPD and BLM system, and

© global talent

optimization, and process
construction

Xiaomi focuses on "efficiency and model"

Global Telecom Open, 4G and

Envi t
fvronmen 5G Upgrade, Brand Replacement

Emerging markets are
booming, and AloT is

Huawei is technology—driven; Xiaomi is

E . aining widespread consumer—driven
E) Opportunity gaining widesp u v
adoption.
High—intensity R&D, HiSilicon AloT ecosystem S . .
Resource g v L . Y .| Huawei builds a technological moat; Xiaomi
chips, and a global distribution | investment, India leads in . )
®) ; builds an ecological moat
network shipments
. "Smartphone x AloT"
Selection [Cloud—Gate—End Strategy, Fully| .. b X! .
. . . —aiming for the high—end | all expand platform—based on core business
Mechanism Enter Terminal Business market
Learning | Learn the global operations and Study on Retail and Huawei is difficult to learn; Xiaomi is
Mechanism compliance system Supply Chain Efficiency efficient to learn

The "Iron Triangle"

Coordination Collaboration Market and

Investment in the
100—hillion—yuan
ecological chain

Huawei coordinates the service chain;

Mechanism . . . . Xiaomi coordinates the ecosystem chain
Delivery coordinates the industrial v
chain
Sorting Technology and talent are Early cost—performance Huawei safeguards technology; Xiaomi
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[Mechanism | prioritized to ensure R&D | priority brand \ safeguards scale growth |
"Source: Personal reference, compiled from official materials published byHuawei Technologies Co., Ltd. and Xiaomi Group.

4.2.5 Comparison of Operating Performance and Revenue Structure between Huawei and
Xiaomi (2018-2022)

This section selects 2018 - 2022 as the observation window, which on one hand covers the
period from the end of Huawei's leapfrogging phase to the beginning of its major
environmental change period (affected by sanctions starting in 2019), and on the other hand
covers the latter part of Xiaomi's leapfrogging phase and the beginning of its major
environmental change period (facing demand decline and strategic investment in car
manufacturing starting in 2021). Therefore, this time period can better reflect the changes
in the operating results of the two companies as they transition from the "leapfrogging
phase" to the "environmental change period".

Table 8. Comparison of total revenue between Huawei and Xiaomi(2018—2022, in billions of

RMB)
a particular year Huawel total revenue Xiaomi's total revenue
7212.0 1749.2
2019 8588.0 2058.4
2020 8913.7 2458.7
2021 6368.1 3283.0
2022 6423.4 2800.0

Source: Huawei Technologies Co., Ltd.https://www.huawei.com and Xiaomi Group https://ir.mi.com

Figure 3.Huawei and Xiaomi's total revenue curve (2018-2022)
Total Reavanuae of Huaweal and Xiaamli, Z201E-Z022 (100 millilon RME)

- Huaowe| - Hiaon

09137

TEAR Rawaa
—

[T

Source: Huawei annual report (2018-2022); Xiaomi annual report(2018-2022)

From the perspective of SER-M, the revenue changes from 2018 to 2022 are actually the
external manifestation of the "mechanism adjustment results" that the two companies faced
after a period of rapid growth in response to sudden environmental changes: Huawei was
forced to repair its revenue curve through business portfolio restructuring and technological
self-reliance under the impact of severe sanctions, while Xiaomi, against the backdrop of
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declining demand and investment in new tracks, attempted to build a new growth curve
through high-endization and the "people-car-home ecosystem" strategy. The financial
performance during this period provides quantitative support for the subsequent analysis of
the S, E, R, and M mechanisms in the "period of major environmental changes.”

4.2.6 Comparison of Operating Performance and Revenue Structure between Huawei and
Xiaomi (2018-2022)

This section wuses publicly available market tracking data from International Data
Corporation (IDC) and Canalys to reflect the terminal product market trends of Huawei and
Xiaomi during the end of the leap year and the initial stage of significant environmental
changes. Both IDC and Canalys are internationally authoritative technology industry research
institutions, and their smartphone shipment volumes and market share data are widely used
in academic research and industry analysis. It should be noted that the relevant data are
derived from channel surveys and model estimates by the institutions, and this article is
only used to depict overall trends rather than precise financial or sales statistics (IDC, 2023:
Canalys, 2023).

Table 9. Comparison of global smartphone shipments between Huawei and Xiaomi (2018—2022,

in millionsof units)

a particular year Huawei shipments Xiaomi shipments
2018 206.0 118.7
2019 240.0 125.6
2020 189.0 147.8
2021 35.0 191.0
2022 30.0 153.1

Y Source: International Data Corporation (IDC), WorldwideQuarterly Mobile Phone Tracker;

Figure 4 Huawei and Xiaomi smartphone shipment curves (2018-2022)

Smartphone Shipments of Huawei and Xiaomi, 2018-2022 (million units)

——— Huawel  —e— Xiaomi

Source: Canalys, Global Smartphone Market Share and ShipmentEstimates
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3. Huawei and Xiaomi during the Era of Significant Environmental Changes

From the end of 2019 to the beginning of 2020, global enterprises faced two major external
environmental shocks simultaneously: the first was the disruption of the global technology
supply chain caused by escalating geopolitical frictions, which had a structural impact on
China's technology companies that rely on chips, operating systems, and international
markets, with Huawei being particularly affected by supply chain and market restrictions.
The second was the contraction of economic activities, supply chain disruptions, and
changes in consumption patterns brought about by the COVID-19 pandemic. At the same
time, the pandemic also accelerated the global demand for digitalization and intelligence,
forcing enterprises to re-examine their strategic paths in asituation where “crisis and
opportunity coexist.”

During this period of significant environmental changes characterized by 'radical shifts in
the global competitive landscape," Huawei and Xiaomi, as leading technology enterprises in
China, faced equally intense and continuous external changes, yet their ways and degrees of
impact were entirely different, leading to differentiated strategic response mechanisms. The
divergent paths of Huawei and Xiaomi essentially reflect differences in mechanism selection.
Huawei initiated an adjustment mechanism oriented toward survival and technological
sovereignty under external shocks, while Xiaomi leveraged its existing resource base to
enter the smart electric vehicle sector across industries, thereby activating a creation
mechanism. This difference validates the theoretical judgment of the SER-M model that
"mechanisms evolve with changes in environmental intensity” (Cho, 2006).

Huawei entered this phase in 2019, while Xiaomi did so in 2021. This section will
systematically compare and analyze the strategic behaviors of the two companies during
periods of significant environmental changes based on the SER-M framework, from four
dimensions: strategic intent (S), external environmental changes (E), resource allocation

restructuring (R), and strategic mechanism adjustments (M).

4.3.1 External Environment (E): Transition from Stable Growth Window to High Uncertainty
Constraints

For Huawei, since 2019, its external environment has undergone a significant and abrupt
change. The continuous escalation of U.S. export control measures, along with restrictions
on core chips, high-end manufacturing equipment, and operating systems, as well as
limitations on international market access, have made it difficult to sustain the original
competitive model that relied on global supply chains and international markets. This
environmental change is not a short-term fluctuation but a long-term institutional and
structural constraint, exposing Huawel to systemic risks of ‘'unavailability of critical
resources.”

In contrast, the external environment in which Xiaomi operates exhibits gradual and

cumulative characteristics. Since 2021, global smartphone demand has continued to decline,
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regulatory oversight in key overseas markets has tightened, while emerging industries such
as smart electric vehicles have accelerated development, creating new competitive
landscapes and resource competition pressures. Although Xiaomi has not encountered the
disruptive constraints faced by Huawei, the original growth environment driven by scale
expansion has significantly weakened.

4.3.2 Subject (S): Strategic Intent Transition from Expansionary to Ecological or
Survival-Oriented

For Huawei, since 2019, restrictions on core chips, operating systems, and international
market access have made its original global expansion path unsustainable. Against this
backdrop, the strategic intent of Huawei (S) shifted from "continuous expansion" to "survival
first," with the focus concentrated on root technologies, self-reliant systems, and long-term
fundamental research. This shift was not a post-facto conclusion by researchers but was
explicitly proposed by the company's top decision-makers. In an interview with the BBC
in2019, Ren Zhengfei emphasized that Huawei must persist in long-term investmentin key
technologies under external blockade, without sacrificing long-term capabilities for
short-term scale or profits (Zhang Xiaonan, 2019). From the perspective of SER-M, this shift
in corporate cognition directly triggered a survival-oriented adjustment mechanism, namely,
adapting to new environmental constraints through resource restructuring and
organizational adjustments.

In contrast, Xiaomi's external pressures during significant environmental shifts primarily
manifested as gradual changes including declining demand, stricter overseas regulations,
and intensified competition in emerging industries. Under these circumstances, Xiaomi (S)
chose not to adopt defensive contraction but instead proactively shaped new growth
trajectories through strategic upgrades. When Lei Jun announced Xiaomi's entry into the
smart electric vehicle sector in 2021, he explicitly stated that car manufacturing would be
the company's core strategy for the next decade, a long-term systematic investment(Lei Jun,
2021). This marked Xiaomi's strategic evolution from "continuous expansion of smartphones
X AloT" to an integrated "human-vehicle-home ecosystem." The shift reflected the company's
transition from a hardware efficiency-focused entity to an ecosystem platform, initiating a
strategic path characterized by cross-industry innovation and mechanism creation.

4.3.3 Resources (R): Transition from Efficiency-oriented Allocation to Structural
Restructuring
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For Huawei, thedisruption of the external environment directly led to blocked access paths
forexisting core resources. In this context, Huawei shifted its resourceallocation focus from
terminal scale and market expansion to foundationaltechnologies and industrial
infrastructure development, including operatingsystems, chip architectures, cloud computing,
digital energy, and in-vehiclesystems. The core logic of resource allocation is no longer
about maximizingefficiency, but rather building alternative technological systems to
reducedependence on external uncontrollable resources.

Xiaomi's resourcerestructuring demonstrates distinct characteristics. Confronting slowing
demandand intensifying industry competition, the company has avoided
large-scalecontraction of existing businesses, instead driving structural reallocationbased on
existing resources. On one hand, Xiaomi continues to invest inhigh-end devices, proprietary
technologies, and core capability development.On the other hand, it channels substantial
capital, human resources, andorganizational assets into smart electric vehicles and
the"people-vehicle-home" ecosystem. The goal of this resource allocationis to expand new
growth opportunities, rather than merely mitigating risks.

From theperspective of the SER-M framework, the differences in the resourcerestructuring
paths of the two companies stem from their distinct strategicintentions and environmental
constraints: Huaweil focuses on 'resourcesubstitution and capability reconstruction,”" while
Xiaomi is guided by'resource extension and cross-border integration." This differencefurther
drives the differentiation of strategic mechanisms.

4.3.4 Mechanism (M): The Divergent Evolution of AdjustmentMechanism and Creation
Mechanism

Huawel has formed a strategic path dominated by the "adjustment mechanism" under the
impact of a fragmented environment. The core of this mechanism lies in systematically
adjusting the existing business structure, resource allocation, and technical routes through
strong intervention and organizational restructuring by the Subjective, in order to restore
the organization's sustainable operational capacity. The adjustment mechanism does not
pursue short-term growth but emphasizes maintaining technological continuity and
organizational resilience in a highly constrained environment, laying the foundation for
long-term survival.

Amidst incrementale nvironmental pressures, Xiaomi has initiated a strategic evolution
characterized by "mechanism creation." By venturing into the smart electric vehicle sector,
redefining its brand positioning, and building a multi-device collaborative ecosystem, the
company seeks to carve out new competitive frontiers beyond traditional industry
boundaries. The essence of mechanism creation lies not in reviving past growth models, but
in forging future growth trajectories through innovation and ecosystem expansion.

4.3.5 Comparison of Business Trends During Periods of Significant Environmental Changes:
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Analysis of Revenue Changes

To examine the phased results of strategic mechanism adjustments between Huawei and
Xiaomi during significant environmental changes, this study selects the revenue trends of
Huawei (2019 - 2022) and Xiaomi (2021 -2022) as the observation window. This period not
only covers the critical phase of significant external environmental changes but also reflects
the operational characteristics exhibited by enterprises during the initial stage of strategic
adjustments, making it suitable for phased analysis of mechanism adjustment effects
(IDC,2023; Canalys, 2023).

From SER-M's perspective, revenue fluctuations are not merely operational performance
variations, but rather external manifestations of differences in strategic mechanisms.

The revenue contraction of Huawei reflects the short-term compression effect of the
"Adjustment Mechanism (M)" on scale: while the phased adjustment of Xiaomi's revenue
demonstrates the cost-forwarding characteristic of the "Creation Mechanism (M)" during the
new strategic investment period. This shows that the revenue curve provides important
conclusive evidence for subsequent mechanism path analysis.

4.3.6 Differentiation Path of Huawei and Xiaomi During Major Environmental Change
Period: A Comparative Study of SER-M Mechanism

Based on the SER-M model proposed by Cho (2006), we can further explain the
differentiated development paths of Huawei and Xiaomi during major environmental changes
from the perspective of mechanism evolution.

(1) Huawei: A subject-driven resource reshaping adjustment mechanism (S to R” to E')

(2) Xiaomi: A resource-driven Strategic Evolutionary Creation Mechanism (R to S to E’)

Huawei: Crisis-driven Adjustment Mechanism, Technological Self-reliance to Structural
Restructuring to Resilient Recovery
Xiaomi: Resource-driven creation mechanism-resource accumulation to strategic upgrade
to ecological expansion

The differences between the two companies on the SER-M chain are manifested as follows:
Huawei starts with the subject (S) for defensive restructuring, while Xiaomi starts with
resources (R) to drive evolutionary expansion. This differentiation path provides an
explanatory comparative sample for understanding the strategic choices and mechanism
evolution of China's tech enterprises in highly uncertain environments.

Table 10. Comparison of SER—M management mechanisms during major environmental

change periods (Huaweivs Xiaomi)

SER—M . ..

. . Huawei (2019—present) Xiaomi (2021—present)

dimension
S—subject Survival Orientation, Technological Sovereignty |Ecological Expansion, High—end Development, and
strategy and Organizational Resilience Cross—border Innovation

- 259 -



E exotic Supply chain disruption, GSM restrictions, and Declining demand, tightening global regulations,

environment global political pressures and EV market competition pressure
R the Investment in OS, chips, cloud, energy, and

Smart cars, Al, high—end smartphones, IoT

distribution of automotive technologies; ecosvstem. in—hotse chins
resources _Build the underlying technology system y ’ .p i

M strategic Adjustment mechanism (result reconstruction + Create mechanism (cross—border innovation +
mechanism resilience) ecological expansion)

10" Source: Personal reference, compiled frommaterials published on the official websites of Huawei Technologies Co.,
Ltd.and Xiaomi Group.

Overall, duringperiods of significant environmental changes, Huawei and Xiaomi
haverespectively formed two strategic paths with clearly defined mechanisms:

4. Huawei and Xiaomi's Entrepreneurship - Leap Phase - Major Environmental
Change Period: A Comparative Analysis of SER-M Strategies

The developmentt rajectories of Huawei and Xiaomi can both be divided into three stages:
the entrepreneurial phase, the leap phase, and the period of significant environmental
changes. However, their SER-M(Subject-Environment-Resource-Mechanism) models exhibit
significant differences in operational logic across these stages, forming two representative
growth paths of China's tech enterprises.

Table 11. Summary of Huaweiand Xiaomi's phased SER—M strategy

Stages Huawei core SER—M strategy Xiaomi's Core SER—M Strategy Mechanism type

S: Technological conviction; R:

Entrepreneur . . . S: Internet thinking; R: Traffic community; E:| selection and learning
. High R&D investment; E: . . . .
ship . . Popularization window period mechanism
Domestic production demand
R: Chip technology; S: BLM R: Ecosystem investment; S: New retail; E: coordination and
Leap year o . . . .
management; E: Global expansion Emerging market boom selection mechanism

E: Sancti isis; R: Ecological . . Adjustment
anction cr.151§ . co.oglca E: Market window; R: EV investment; S: New .JUS men .
reconstruction; S: Survival Mechanism / Creation

. decade strate .
transformation &y Mechanism

Transition
period

Source: compiled fromofficial materials published by Huawei Technologies Co., Ltd. and Xiaomi Groupfor personal reference.

V. Discussions

1. Mechanistic Perspectives and Theoretical Contributions

Based on the SER-M model, this paper conducts a comparative analysis of Huawei and
Xiaomi during significant environmental changes, deepening the understanding of the
strategic evolution logic of China's technology enterprises from the perspective of
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"mechanism". Compared with existing research that mostly focuses on the results of
strategic choices or performance, this paper emphasizes that the core of enterprises'
response to radical external changes lies not in a single decision itself, but in the strategic
mechanism (M) formed during the interaction process ofthe subject (S), environment (E),
and resources (R).

Studies show thatin a highly uncertain external environment, Chinese tech companies have
not adopted homogeneous response paths. Huawei and Xiaomi, under similar global
competitive backgrounds, have respectively formed "adjustment mechanisms" oriented
towards survival and technological sovereignty, as well as 'creation mechanisms" oriented
towards ecosystem expansion and cross-border innovation. This difference indicates that the
SER-M model cannot only explain how companies passively adapt to environmental shocks,
but also reveal how they actively shape new development spaces through mechanism
selection.

Further analysis reveals systematic differences in the "mechanism trigger points" of the
SER-M chain between the two companies. Huawei starts with a shift instrategic cognition,
gradually adapting to new environmental constraints through resource restructuring and
organizational adjustments: Xiaomi, on the other hand, begins with its existing resource
advantages, driving strategic upgrades and creating new industrial opportunities. This
finding indicates that mechanism evolution is not a linear process but rather a dynamic
system triggered by different elements, with its evolutionary path highly dependent on the
company's historical accumulation and strategic cognition.

Reading these paths through the permutation logic of the SER-M paradigm (Cho, 2014: Cho
& Moon, 2023) sharpens the contrast. Huawei's response during the change phase follows a
subject-initiated permutation (S to R' to E'): a cognitive shift inthe strategic subject toward
"survival and technological sovereignty" drives a deep reshaping of resources, which in turn
reconstructs the firm's relationship with a hostile environment. Its decisive lower-order
mechanism is therefore one of coordination and adjustment, an internally driven
realignment of structure and resources that is consistent with Chandler's (1962) proposition
that strategy reshapes structure. Xiaomi's path, by contrast, follows a resource-initiated
permutation (R to S to E'): an accumulated stockof ecosystem, capital, and supply-chain
resources is leveraged by the subjectto redefine strategic intent and to open a new
environment in smart vehicles. Its decisive mechanism is creation, echoing the
resource-based logic that idiosyncratic, hard-to-imitate resource bundles are the wellspring
of newcompetitive positions. The two firms thus occupy opposite ends of the SER-M
permutation space even though both confront the same era of global turbulence.

This finding refines, rather than merely confirms, two strands of prior research. First,
against accounts that attribute corporate fortune in this period primarily to the external
environment, sanctions, supply-chain shocks, or the electric-vehicle window, the comparison
shows that the environment functioned as a trigger rather than a cause: it activated, but
did not determine, each firm's response. The direction of adaptation was set by the depth
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and transmissibility of resources accumulated in earlier phases and by the strategic intent
of the subject, which is consistent with the dynamic-capabilities view that competitive
advantage rests on the capacity to reconfigure resources, but extends it by specifying the
order in which reconfiguration is triggered. Second, whereas earlier SER-M case studies of
Chinese firms have largely documented a single mechanism in a single firm(e.g., Xu Hui et
al., 2020: Wang Fei, 2021), the present comparison demonstrates that firms facing a
common shock can diverge into systematically different mechanism permutations, and that
this divergence is predictable fromtheir prior SER configurations. The mechanism, in other
words, is path-dependent, a property Cho (2006) identifies as central to the SER-M view.
From a higher perspective, the different response paths of Huawei and Xiaomi during
major environmental changes reveal the structural changes in the sources of corporate
competitive advantages: the focus of competition is shifting from "resource possession’ to
"mechanism efficiency'. As Cho emphasized, mechanism is not the resource itself, but the
key variable that determines whether an enterprise can transform existing resources into
sustainable action capabilities; it determines whether an enterprise remains in a passive
response or achieves active evolution in an uncertain environment (Cho, 2025).

The distinctive contribution of this study is therefore threefold. Theoretically, it extends the
SER-M model from its established manufacturing and service settings into the arena of
radical geopolitical and technological disruption, showing that the model explains not only
how firms grow but how they survive and reinvent themselves under existential constraint.
Methodologically, it moves SER-M analysis from the prevailing single-case design toward a
comparative, two-firm  permutation  comparison, isolating the  subject-  versus
resource-initiated trigger as the variable that discriminates between an adjustment path and
acreation path. Conceptually, it foregrounds "mechanism efficiency", the capacity to convert
a given stock of resources into sustained and adaptive action, as the locus of advantage
that has shifted from "resource possession” to "mechanism operation". These contribution
sposition the mechanism, rather than the resource or the environment alone, as the
decisive explanatory variable for the strategic differentiation of China's technology
enterprises. At the practical level, the study suggests that managers should select a
strategic mechanism consistent with their firm's ownsubject intent and resource base rather
than imitate the path of others.

2. Limitations and Future Research

As an interpretive, multiple-case study, this research is subject to the limitations inherent
in the case method. First, the findings are drawn from two purposively selected firms and
are intended for analytical, not statistical, generalization (Yin, 2018); the subject- versus
resource-initiated permutations identified here should be read as theoretically transferable
propositions rather than as population-level regularities. Second, the analysis relies chiefly
on secondary sources, such as annual reports, founder interviews, media coverage, and

industry research, so the reconstruction of internal strategic intent is necessarily inferential
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and may understate the role of wunobserved organizational dynamics. Third, the
pattern-matching between observed behaviorand the SER-M typology involves qualitative
judgment by the researchers, which, despite triangulation across multiple sources, carries a
degree of interpretive subjectivity.

Two further boundaries should be noted. The "major environmental change" phase is still
unfolding for both firms, so the performance consequences of Huawei's adjustment
mechanism and Xiaomi's creation mechanism, particularly the eventual returns to Xiaomi's
vehicle venture, cannot yet be fully assessed:; the conclusions therefore describe mechanism
formation rather than ultimate outcome. In addition, the study deliberately brackets some
industry- and policy-level contingencies, for example the structural differences between the
ICT-infrastructure and consumer-electronics value chains, in order to keep the SER-M
comparison tractable; these contingencies may also shape mechanism choice and merit
dedicated attention.

These limitations open several avenues for future work. The two-firm comparison could be
extended into a larger, multi-industry sample to test whether the subject- and
resource-initiated permutations recur across other Chinese technology firmsfacing radical
disruption, moving the analysis from analytical toward empirical generalization. Longitudinal
follow-up as the change phase matures would allow the mechanism-to-performance link to
be measured directly. Finally, the "mechanism efficiency" construct advanced here invites
operationalization through quantitative or mixed-method designs, so that the SER-M
framework can evolve from a descriptive lens into an integrated and testable model of how
firms convert resources into adaptive capability (Cho & Moon, 2023).

3. Conclusion and Implications

Based on the SER-M (Subject - Environment - Resource - Mechanism) model, this study
systematically compares the strategic evolution paths of Huawei and Xiaomi during their
startup phase, leap phase, and major environmental change phase, with a focus on
analyzing the differentiation logic of their strategic mechanisms under aggressive external
environmental shocks. The research finds that in a highly uncertain and constrained global
competitive environment, the competitive advantage of China's tech enterprises no longer
primarily stems from resource scale or market share, but increasingly dependson whether
the enterprises can establish and sustain efficient strategic mechanisms, namely "mechanism
efficiency".

From the perspective of the subjective strategy (S), significant environmental changes force
enterprises to redefine their primary development goals, thereby triggering fundamental
adjustments at the mechanism level. Huawei faced disruptive external constraints after 2019,
shifting its main strategy from global expansion to "survival priority and technological
sovereignty," emphasizing long-termism, organizational resilience, and investment in basic
research. This strategic shift enabled Huawei to sustainits existence under extreme
constraints by reshaping the logic of resource allocation. In contrast, Xiaomi faced
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incremental pressures such as declining demand, stricter regulations, and intensified
competition in new industries. Its main strategy did not shift toward contractionbut evolved
into a systematic development logic of "holistic ecosystem encompassing people, vehicles,
and homes," proactively reshaping future growth space through cross-border layouts in
intelligent electric vehicles and high-end strategies. Both cases demonstrate that the
adjustment of main strategy cognition is the starting point of mechanism evolution, not the
result.

From the perspective of resource allocation (R), the study further reveals that resources do
not automatically translate into competitive advantages: their strategic value depends on
whether they are embedded in effective mechanisms. Huawei constructs an alternative
technological system by concentrating limited resources on foundational technology areas
such as operating systems, chips, cloud computing, and digital energy, addressing external
constraints through the "depth" of resources. Xiaomi, on the other hand, leverages its
existing ecosystem network, supply chain efficiency, and capital reserves to redirect
resources toward intelligent vehicles and multi-device collaboration, supporting strategic
expansion through the '"transmissibility" of resources. This contrast illustrates that in
uncertain environments, the key to resource allocation lies not in "quantity" but in whether
it serves a clear and sustainable mechanism logic.

At the mechanism level (M), Huawei and Xiaomi have respectively formed two typical paths:
the '"adjustment mechanism" and the ‘"creation mechanism". The former emphasizes
resilience recovery through organizational restructuring, capability repair, and technological
self-reliance in highly constrained environments, while the latter actively shapes new
environmental opportunities through cross-border innovation and ecosystem expansion. The
study finds that mechanisms are not static arrangements but dynamic evolutionary
processes influenced by the intensity of environmental shocks and resource structure
conditions. This discovery expands the explanatory power of the SER-M model in radical
environmental scenarios.

Theoretically, this study advances the SER-M framework by introducing the concept of
"mechanism efficiency" as a new interpretive lens. It highlights that a firm's competitive
advantage fundamentally depends on its ability to transform strategic cognition and resource
allocation into actionable, adaptable capabilities. As Cho (2025) noted, what determines
long-term competitiveness is not resource ownership per se, but the mechanism efficiency
in converting resources into sustained operational capacity. When mechanism efficiency is
high, firms are more likely to transition from reactive responses to proactive evolution in
uncertain environments.

From the perspective of management insights, enterprises should consciously build
institutional buffer zones during relatively stable periods, rather than solely pursuing
short-term efficiency or scale expansion. When facing major environmental shocks,
management needs to identify the boundaries of their owncapabilities and resource
structures, and choose corresponding institutional paths, rather than simply imitating the
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development models of other companies. The comparison between Huawei and Xiaomi shows
that the strategic competition among China's tech enterprises is shifting from 'resource
competition” to "institutional competition," and institutional efficiency will become the key
variable determining whether an enterprise can achieve sustainable development.
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7] HAYUEY] frdS deZIA 2=t HAUS 493 BACA & ), o]0l 48t HY A
oA ddste mjuldd 7HA2 2EL A2 AAY GRG0 e Aol otyzt, maHAad A4F A
ol A" AErte] Aleyt BHEA Y2 &6l 15H 87V AR 48F &AL Aoz ehqt
(Spillover effect)sl ZAxu} o]7] wj=2o|t}. 71X|9] YA (Source of Value)2 ofA3s] m=yAqdd 7320
AR O] olo, 2H Y A2 0|5 f(Harvesting)st= 22 7|5 #oldt

AZste @Y /J+(Bis-Aminopropyl
}o

Aol 20} Qlatal o]

m}o |>
&y
mltl
J-@

[ >

iz
o

o
>
)

4. 9k 9 (Pharmacy/ Dermocosmetic Channel)

g 2 g
o= AdolAE M AL e Adm T MIHQ xpgs mgolepsluct, oY A WEA A



oL'

]_

I

9Jst 712 @ 71(Hygiene Factor)o2 ZHEsic} QA HAE ¢+
& (Dermocosmetic) FAAH-L o] AoA AlzE &

=

/M

O h o
S

stAl ot BA=L A dolM Ha

5 gto
2ol FAtE ' AE7HYANeE 22 FHT AT Y s

)

1A
A7 Wy gl ojs) AER £ MBets L7t L A1g ihxtR 7153t ofo) we} of2
Apdold ghehe AW Alme 9fF AWel ¢lojsh obd, QA obdA ®EQ] ¢lojm @] AbEd

™y

i

ilin

o]2 Suchman(1995)9] AGA o3=zoz siAstH QAX|A AFA(Cognitive Legitimacy)e] AZo]
Zet EQd®l pxolty. &, o] Ajde] AuAbSols TR 27k oA AES S9s| oAlstAL
Y% Wast Qv 'FF 95 BAcY FoAs] 2olol & ARA HAo|A A 0B WolSolx]
7] diwoltt.

& At 4: Vichy

oF% Aol thE A2(Focal Case)2 A Vichys Zax w3 234 A72 7oz 43a o
DaAUE BAColh BASE ALY DR PR MY A Jet aus sy A2 A
o, MR A2 ¥ Avet gy HAES WY A AIoR BEHT

Je Vichyo] mst ARUACIMS W-old AEAY WA Ay

D

glolgy AJstetA A8 7152 Al
A AYsl7|¥}, ‘Dermatologically Tested’, ‘Recommended by Dermatologists’ @} Z-& AL 3l=
Aol Fall HstA AlZE AGet)y. Av|A= o8 AR ETE ofFolet= A=A ek eFAte]
£ 3o BEHEE A=sH "o

Ao g Vichyo] maju]de A& asolu g4 Aol otyel eha/dut efAl AE/dol ~]vtst
PEH, ol &= ANdollA gsto] HE K149 7] R0 R AEshE Hoj&Enh

H]lw A 4: Avéne

Avénel matA opdl A4 Aot Uit mR X5 mz 7Mg yjuto g Akt et 2 A, Vichy
7t Hol& of= Adel A7 WIAHSES A&RIsk= Literal Replication Atf|o]t}.

AvéneZ mE 217 9 Y 5o WSt Brf S5 ueA A AR4AbE BJ51a QUXIEE, AHXRO)A]
Age = YA2 o8 Aol ofd ofx 7wt oM/ A= 28 gat. &, AstA ARie] 7o)}
S7kolHete AR 2= ofAte] Huel ofx AlEo) A=A AlRE Foll BP0l FHthe AolA
Vichy®} 43t wl7{y&o] A=,

ol majujd 7Fx|Q] Adghdol st AIAY &0l ofye), sl wsto] ojmst Ald fL& HoflA A
L= o5 AFE s & AT 2 AR

TratA of= Ald2 wEA Rpibo] AleA Al2lef obdAde] dojs W
H A F wAQ Aol & H|ushe o f8% 24 o

= oA FEALR vlu-sjAEo] Hof AduistE o] 24 HT

2 m ¥ o o
£ ORI oo

He AHEE BoFn, fEAlE

g
Sict. oletar A Aol o
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<#E 1> 50 BA ¥a 9 AYE |3 7T 87 iy EfedE fAYES jlEEA
=4 oY ek FYA 0l 5 - E}71 11 780] Suchman(1995)
wepe &;{@‘ RIARE LMl 1A g} =2 PLSW Y HNory 03
JRTA ol Ab golg]  Alg AR+ YA
Skin SCI:H‘ ?:}12)]- E‘“O];ﬂ ﬁHﬂ—ﬂ]' EJE‘Q %_;_‘D_] ;\?_tf 7]H}Q x1£7} Ké‘:o]-}g.
Ceuticals 2 dix2d AlZet 2 95y o Aol o9 (Pragmatic +
o2 o0 - a Moral)
QUFR] ¥FAF A 2 o Al w Ho™  xoh ALA+ A
20 Sin | m2eg o Ha | mysygesn | SRAE 2| AER g gy
Health W A A =2l S A5t Al A} RENY (Pragmatic +
EﬂO]Ei =2 R o T o Moral)
oa)s 5 sfojll=
A}%%;f;j 021}17(];?7( ﬁ;‘;i}g A ERLRS 2fo] ZAERY QXA R}
al = O]l == = = o
La Mer H}§_ OJOoHO xj\]il.x-] 3}0101 al 01194547519# ?:9’]'751 i%ﬂ%%ﬁl (CO_‘nitoiVOe)o
=28 T O = 9)Al, 3] AN RIE o5t ZHA A 8
}\}\], ;],_‘?:;da]ai !, o iy \_E;Oﬂ
=
L ES R LS . =23
A ti Es ‘11*134 ﬁ?: H]’?]Q— Eﬂig "*2313345{ O]K]K'l A TlA]
ugustunus = 2ojg] W SHAIA] 7]dk Alg]o]| 7|83t R I Bge Rre il
Bader J1&(TFC8®)e] | 7 kS RCIl el vl (Cognitive)
ZaubAs) g AA} stolql= bj]of Z37} 7HR] ARSIV N
= 11— g ﬁ\—%
Qur cpAst o ArZ AR
ding) E5 LA Ale H2Y2% Ha o AlQA KITHA
Olaplex (Bondlng) <o &0} tjxtol AstE] =7FA A 2 =& 8973
7129 AMA R4 S= :r‘f‘;' ‘;H*? P H] 3L &Of ZLE] Pragmatic)
A2 - - FEAER 8
S - arx 3] X 9_]—7 A 71X y‘,_]-
wEd Aol | ool opar g | XEB AW BT W e
4 o 8o 1] X|cr o Ar2 _-‘T\j% 7]501 T% —|Oﬂ}\—1 201 ‘00’0
Kerastase | 2893 70 A4 ge J% Agd Aula | AR AEs Pragmatic)
SR xAg} [BR Y 5 S
}K] T o
— - - S c‘>_}7<%}d
. LA 2RR9 OFAF H A ot ;211]1:]7&40 OIR| A A ThA]
Ve e m ey iie e B A S I T e ‘(Cognitive)
A EQgHolH 74l F07F A2 o4& oAl
- — a
IR 1 a2 qe A
Ave oy e | or e oo | RN BE O @y aag | ans gay
vene il - 0 kS| 2 e 5 J A 4
318 XA} B A8 YA Jkx] wat 714t E}}f]]’b’i. (Cognitive)

1. g d94Lx "

. Dual Path Framework®} o] 2% gA|
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AVEe] vadele sk s i SEE Sasso

| 5U51A etAl AFiKscientific assets)
& Whste olgde Bstu, olg mejulg s Hkshs

g2 #e AEol Aests A=A

A9 a0l ue @R Leple HolE

24 A, mejolg] JHRAIS S AESHE £ o i £ W-od Alda e Ade whebA A

Aol PAET Wolslt £ Jjo] Aolet AEA H2E Hus] PEAL AT,

W0l AjdolAe ojatel oz MBS} Aol weld Mg elste My AHRR J)setoi, atal

£ WA aaf Ay A5E B0l 15 iz AR W el Ao a1 Felle
me|AElx] elEde, PR AAlel e BabR W9 7A7} Gt AP AHE(symbolic capital)o.2

M/gstH, AB|AH: o] & 3] A/dnt 9}‘* $alo] PEj2 fgaict.
o AE Adn o= AE2 olst & FH9] FIF Y<(intermediate zone)ol]l $X|stE], 2}t ApAt
S F8ste PAA A2 pEHEC AF AoAe EtA ARl xRAIZE Aol YA ziRg SAH
AE7He] Alet jEEA Aula FE8S 55 1 asol ArEe Yaloz majujgd Zix7F 9t

F

, BRieo] med e Awrte] £9=E Soll AvlAtoA AEEY, o] oA AErtel 88 53
AAZE 714 dgste) Al 27 "ot oFs AlER wbshe ARAPE dAdAle R AlRld & Qle b
4t AleAl B30] Qlojz Aeksitt. £ AE7he] dYY BHE AMARRCG "ofmrolet= AlE ARAIZE
Hojot= A=A ’Lﬂﬂ Aol Arssty, ol& &oll wahe 2ot tisAol [ 7hseh PE e
oz AH[RA £EH
olfgt Ait= 55 Kﬂe | &t wol F27F otyz}, Sdst wehA Apto] M2 o WAle R £
51 7RIS = A=A JLX(institutional structure)d-2 AJAFstct.

i

Q
o

2. =ajo]yd 49| Dual Path JHAYUS

Al 24 ZAuk, Suchman(1995)0] AAlRE AFE R M2 A=A d9 fxo] T2t A=
02 PAlow FET WA Aow UEYHL 2 Aie ol2fd Y HryEs A5k Hsh
Clinical Authority Path®} Symbolic Science Pathzt= &= 719 A9 25 AA|SH

A HAl= AdAF HQ] 742 (Clinical Authority Path)o|t}. o] FR2ojA= ushA XpAto] olg ME7F &
+ Aw AleAe] d9E &9 7158 d3-d(functional legitimacy), % Suchman(1995)9] H-&A
(pragmatic)- =39 (moral) J@/g oz Xst=ict.

ZO Skin Health®} SkinCeuticalst= U4 A19} oJg XME7F YEQIS 7|¥tog BAHE AS 2L
FoIT. AHA= WA 552 75!53 7:1%5}711‘3 oAt MEA THo| oESHe] olF 485
moujd 714 A A8 maker YA I ThsAdolete dA 2718 Sl A9E "o

ALE A9 Olaplex®t Kérastaser 0] B2 AFA HPor olsid & Aok QJAre] Aol ofd
A" A7 Als 4880 HY WIXtE 7]5sH, AvAR= Ale A4 4R &5 A
ol IsdE & wgo] 7l5A ssor HIAHOE UAYEY AL sdsiy I §dES
mj7lisk= A FA19] Aol thath= oA Ag A'Z-2 Clinical Authority?] AWA 73] sig

I-HJ

= HRe AAA (Symbolic Science Path)o|tt. o] ZHZoME wfsto] 7|5& ZTo
tidol ofyet Hsic Alstel AHS SIWAshH: A AM2oz &89t La Meret Augustinus
Badert @& 7FEst A3 wiH S BHota QUAIRE Av|AtolAl AEE = A ARl g4 HolHE

Afo]oAA A
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of Bsie S2fEA], il il At AEE o] Qlth. Av|ARe wEhg Ao Bt Algsiy, ups)

2 =8A HAlt Arg A ApEERe] 2R 7]5E.

oF= Afdo] Vichyel Avéned o] 2ol Agx wgoz olsfs 4 it MY AMAXH daidol

U ARA MArE Adol] UMe71 2o, abehg ot ArglA Alzlo] Al AlsE g8ttt ofw

oA muljEs BEetH FAs] At = UAA 8 ARIF AEsin, AH[Ab: ws AE A

ot Aol ofyel Ajdo] Algdhe AleA BE5E ol Algs 880 sl ¥afo] a4 9
010

AR obd Al=lo]l BHAA QI meju]dof =o|vt MY AdEt FRANOo R WUtk Atol=
. wetel A FysvIRc ALY 4 AZE S gHoR 28tk fAY 1o
st

A= F F2 AEolgte 5ds 2EPA AR e ¥Y
HETHs AolM, mejolel @A) My WAt wet Aple] 2o
i au|Ato| A =Fsh=7to] S-S AMEAAA Fot

mfety B @79] 7]olt Suchman(1995)0] AYA ol2g WASHAY tiFste Zo]
ushAl xpito] REAldolets A=Al mel Lojla ojrst WAlo g ISt =AE dYshe A2 7]
A dA H7AYE(channel-based legitimacy formation mechanism)< A|Qsh= o Jtt

ofm ogh

rL ok

3. Wat FIAol Aest 3y: ol 24 YA

2ot 87) Zed et syt SPE Baco] fhiE waAREAS Eaf theol Y Jhx| oleA
PAIE =&
Proposition 1 (Clinical Authority Based Legitimacy)

Ps} 9 SYE BACIL o Ex ZRHAY AT AP MU 49 AEst WUl d9s
Yol A o) B UFoR 2Esle, mejolg J14e J15A a5 B3 Jb5E 57 £ A

=719] 238 5o ool FIstEnt
Z0O Skin Health® SkinCeuticals®= 9JAF Aol AAPA HlE & wshA Alz]E SHstg o,
Olaplex®} Kérastase:= A& 1\]’\7‘}9] >3 5EE %5]1 T

5 weln sl v

Proposition 2 (Symbolic Science-Based Legitimacy)

Bt ol eV E Bt M e ER ofR e HEE F,

representation of science)g AYA WAHUZC=Z &EstH, Zajo|d

Agste AwA Alzo] ojs) et

La Mer® Augustinus Badert a}sh2 &A1 AAtet 2std 9jalom AMghstel 27t =Me] mA|A

9 PESIYC Vichyel Avéneg Tehg oPiHI AwA Aol Yoz e sulxel olx|

A 482 oIyt T Ade gAstel Fuet mejulg AFAN Aol Mo, Bsto] MY 5

w7)uct Ade) A AAS Eo (PgRos AYsEcts tAUES 29

Proposition 3 (Path Dependence)

= A2 7F M¥Hpath switching)e ZF A=2oA EAE AFA KpAte] xjE E2AJ(channel-specificity)

o2 Qs =2 UhE "l &g ulsty, Agh apgolA 71E A Aol 8ol AghE 7hs/dol EA
G

S 4 WS Jlvos MRS Bt AMel AER 05T A9 V%A Azidel sNd 9

sro] AMAIA K3 (symbolic
7L HRle AARe}E AfEol
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o] £xliste, vtz 2] AdollM FEE G A2 Bodd Ao A4A dYE At A-Y
Al R ol AE &R0l It fF 0t ot Mze AYAY AAE AR FEdSHor st

+ A BUYe Qo

Proposition 4 (Translation Mechanism)

A AEe HACI} Berg AuALZ] Helste $AS AR, o] N WY xfol7t SUR B
shA Aptol A E%ste meujdd R|o] Atolg Mg

SkinCeuticals®} Augustinus Bader:s T% 7723t d17jel 7]9kS & 961 QJA|GH AA= QAr
olElet MEZL HEC AolZ, FA A AAtel 5249 dlole s AvlatelA v
Thetd mejojd FAge] Atolw wpsto] Ao fEBECH Hsto] ofmst Aid L&

ols] ARt olejst Wol 3P xuAp} BAEO] TELA A ojHF

M9l AFS A} ol= 4uAP} KZste KoY AHA Agstol Fad o
At Aupete LR|FHEF =R 9] 2024). +=A 2](2024)= AH|APE BEHEO] sk

A2 71 AL 2F oA S0Pl AUKe Salsinh B A7 AN s AdE Aes
29 < A AP AIAE R|2bebe 7bRle] @A)

P 0AUES PHote Ao N 4 9

- 280 -



(23 1] atst 7]dh z2jold opdEe] o542 (Dual Path) Al=s} HAHUS

SCIENTIFIC KNOWLEDGE
(Data / Clinical Evidence / Technological Innovation)
|
|
Institutional Translation Mechanism

I 1

v v
CLINICAL AUTHORITY PATH SYMBOLIC SCIENCE PATH
(External Gatekeeper Approval) (Narrative & Aesthetic Encoding)
» Medical institutions » Luxury cultural system
» Professional consensus » Brand mythology
« Clinical validation + Symbolic abstraction
» Treatment context « Exclusivity & rarity framing
| |
v v
Functional Legitimacy Symbolic Legitimacy
I I
v v
Stable Premium Positioning High Margin Luxury Premium
High Trust Persistence High Emotional Engagement
Limited Emotional Expansion Narrative Vulnerability

(Reference Layer: Applied & Mediated Science Translation)

Salon / Spa —+ Professional performance
Pharmacy — Institutionalized safety trust

EN
I
ol
%
2
X

A DS 75 Ade A=A 49 22 Sofl & 7KK dRE mejo|d iR A
A4t H9] % 2(Clinical Authorlty Path)= A4 B35 A7t dYE Boll 7164 A4S F/dsiH,
2 73 &(Symbolic Science Path)= Z31A-AMIA oju] AAIS Ed) AAA HAYGAHS

gt e ant 9 o AES F 429 FIF GYolA UEs AP /49 WY FEHE BoEo

Ao

0%
)
2
N

)

el

re

OO0l OoOoO0Oo=2
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[ 2] skt ] mejolel shgEuAMEe] Ajdd Alwst mAMY UlEA (Institutional

Positioning Matrix of Science-Based Premium Brands)

Luxury Channel

[Augustinus Bader, La Mer)
Symbolic—Luwoury Path

Pharmacy Channel
{Wichy, Avéne)
Baseline Scientific Trust Salon/ Professional Channel
rastase, Olaplex)
Practice-Based Translation

Type of Institutional Authority
Professional/ Clinical 2 Cultural/ Symbolic

Clinic Channel
(SkinCeuticals, ZO SKIN

HEALT
Medical Functional Path

Mode of Scientific Translation
Medical-Functional = Symbolic-Luxury

Ead
X552 dete] ¥ A, Y&E2 A=A dYRdS ot
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—l"

= &oll, wsh IRt ePgE] meju|d) JHR7E webAl A}
A 2 oA FAE= Ao W oA USol Yl 2HHE
= Zelstlo 0]% A EH d=e AEA AtoldA J== /™ Dual Path Frameworkz 7H'g
g} stloy, 4719] oA PAIS =&Y

AR, 2sr 7R BRics RE Aol ot AR o ¥9 F2E ol mude FAERH
(Proposition 1, 2). ¥-o]d 3 m2Ad H& oA A7t AT S iz mato] 75
A 7FAl 2 AgE]= Clinical Authority Path7} AF-&she BHH, 2x42] 2fE|Y Ao« 2ahA xpat
o] BHE AMaAtet HA AREoz A=<= Symbolic Science Path?t AfFetth. A3 Afdat of= A
22 o] & 4z It 9ol AAlstH, Az 7)5A W FAA Wl MHA-MEA HY JH
wal F=27t oYzt atste] &g WA oulE sk A=A 5 5
o A AMkg HWRstoete BHETE QJRIGE Aldo] weh ahste] A%, Moo &
A 4 GA 1A AL ot 2RA oz et

AR, 2y FzoM A" T AR ARt A2 54d(channel-specificity)g 7HA0}, d= F A

gho= Al 0bal W] Ro] syt Proposition 3). A W AzolA FEE oleA Azt 2lxe
QoA AR AbEos ALE ASE|R] o, 1 olg opasbxolct,

AL Al AEle Beies) afehe awlAbolA ALt WMol WAl AAE AR ECHProposition 4). o]
o) wpalo] xfolz} SASH el APToRTE AR e 40| 712 mejujelo] YAE L A U
olct.

FYstel, B AL wat sy mejolgd BACo] AR 297t webA Apito] AojA fzEucy, 1 A
Ato] 95 Rdo] MeA W P& &olA ofmdt WAoR Wolen Fystel Aol ojs) AP B
of 9rt.

2 A3e AAE ¥ Be A Ao ot 22 Al 7HA] sFeA 71915 AlEsitt
AR, wetA Aol FEAEY Aled HFAR S Foll mud JHR|R AgtEe dZ d9Yche
Ad7IeE A H9 AYES AlAsHIH. o]2fgh t]7 {4 &2 Clinical Authority pathet Symbolic
Science Pathzhi= & 719 F&22 FRspEG 7|& AF50] el 4441 Ble Adut ko] A
AFA WolA Ao, 2 AFe sYsh AetA Apbol2te Ao AleA el xR0 o
28 WAlo] Zefx]al, I Au Aolst mejujd TRV PAE 4 eSS EoRUT. ol =a|n]
ﬂl@% Aot M2 599 ol&(middle-range theory)S 24]9] 9]o]5 Xl
42 Suchman(1995)9] A=A 37 Oli *WOHH A7dststalt. 71& Aol A
=3 @—E*JOM w5 888 U0 E FAGIHA, & + Aldo] mpErA Apitel oujel A=
Kéé}% Aed He 1Rz 71532 o Suchman(1995)_] NG olzg Agst A}, A4
o] JLx7F WEbA AFAR] Atis) "bAlo] x}o]2 uiSo] Y Aoz Uehl) AEA A o]
E Mg A AFo fasHl Aed 2 JdeS BoRddoh Yoyt Fdst wetAl xp4to] &

=N rti] 02 M n
4o oX. o
OFH
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go) Al et ofet Az of2 HYA 63 e, 3y Ao o
A W52 olsfsior &g AR, ol A M A7et AlLolE A7E AZ
a 3| A o

42 Alsetth AR, & d4ls 5 =

o
=
 Aze o2 A

b

Ja(mechanism) 54 $902 $4 D91 HHNAT, J1E GRES RED AFON) J1% HA 4
Fh 22 AL HG olno] A WREYOL B ATt SUR welH Aol ol AlEA F2E
So ulalol7] Mg EAE Z2jojg P M WAPL AAstAC)

3. ABA AA

¥ A7E 229 mejog] BAES TE5HUAL st FAAte BAE ADAISOA cheat e AlAl
Ae ABIIC

Sl A MEe Thedt 85 Mol oflel werd Apde] #E& WAL Agsh: 3PN Aolrt
BAEE AELS ool BORY HALE st FAlOl, B3 WIS w79 WYL So, o
ooz AulatolAl ALY ZQ7tE ZARsA Hek wrebd A e web xpate] shxlst WAl A
AS Fste WY AR Ao ofsfulofo} Bk,

SA), AEE 99EE B 28 WAL wAxos cad WY AdoAs 94 doleet HE
7} UEQIsL Y Atito] Ho, 2N Aol BlE MAleh 37 AbRY Eo] Fasit Lz
HAY 4 AEe Aeste 298 HEYS 55 AR Rz Agstol, R Aol

webdo] Apdet @aepr|Hnt Ad AYS

AHbE ERsteete Afdo) o2t ‘d&l o2 AwryAeld

ARy, fﬂu = FJr"*Oﬂﬁ 715 B8 At ol HEHH% oF "o} 574 Kﬂuoﬂ’\i ‘“% A1 #]
= e, 71& A At vt Ak vk

*éol tKHOJUr. }\HE-?: KH%E AVE FRole 7IE A 28ste, sig AdY Aled d9 29

=1
MY PO B AHeishs Wrol ML Lus|of

1o
=
12 9702 stk mepd S warA
VS

4. A9 sHA

+ HAARASLE Fol st 7]et ebgE Beo] AidE AFE ¥4 S 2AstL, olF
Dual Path Framework®} 4 7j9] o]24d WS A|otstgct. wela] & o 2Xo

2y
oz o
— - = B
A AddtsH(Statistical generalization)?t opd BAA AuisHanalytic generalization)of 9] O 0(

off
)

=
5

2018), Aot mede 3ot PAl= F9 AS A4E ol F7HRoR A5 vt ok

Ax, 22 55 9 A 8H9] sHloltt. & A7 AEY 271 & 87 EfcE B o= 4
k. ol 7t AE W APA HEHE 2AGP|dE FEstd Ald W ogdS XS] dEshrldle
Algto] ot Egh 4 iy BErt S8-80] Al FAo2 HEE o] 9lof, K-BE]J-HE] 5 oA
of AlgollA FHAARI 1pst A/ BEIAE A&t e BEHEEO S22 wtGEX] oottt

S, SEIR BAMo AIRMA gHAloltt. 2 A 54 A HS IZAHYS BAcHeE FTEA
(cross-sectional) #+X& F|otaL Qloj, Byt A4 Ao et Afd dHg MestAY g8 +
27t Agste SR 27dS EASHA] RSt} Olaplex9] Ag M&oA FUAPE RO &gy} o] B
Heo] A "*301 *P*Oﬂ fﬂrﬂ} tﬂi}é}% AH*O 2 04%4 PR 24 E% w0 A9 .
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ol PHE A Avolct. 2aHA-A=A $H0] Polat obAlo}, FF, AE Al FAT WAUZ

¥ A7 stad A4S BUstl Ay WY olg2 O Fualety] U5 oheut 2L 4 AvE
S
3

£ 2% UsA AW Azo] eyt & A7s} AKX Dual Path
gl Ixte] male Alz), puj o, mejojl 7}
=

=2
2890 DRI Yo HERAL U AY WAZ S WEool P $Us et 2ol Y-l
ALt M Adolehs Holat Wat Lol A AulAle A7 pE] ofPA A QG EAS A
AUZE Bt sl AR 4 9e Foldk.

W
Aom s, & A9 AA b
S/, otAlo} AE & .
E{X}2 E (Dr.Jart+), 2253 (Round Lab) £)°F dE9]
= A9 #2 Zujd =27 & AF9] Dual
O 2, FA A=A "ol st ¥ vf = .
AR, 54 A-t(longitudinal study)g &9t SEIA 21t F 29 FAo] Hasity. 54 BIHET A
7 GAN g2t {5 AlE AEE AgsiAyg SUAE
A

1
=2
=)

A wge Ashe o sleld Zolct.
WA, A Eelo) sy 9 OA" #oze) B8 sy AR Basic oy
Dual Path #£7} @270l slol el 3, 7154 A%, d=77] 5 #atd 5
Arel Al E SUg Uol2 AFSsheA] vlm BAY Wast Aok €3t
o2 sgsto], AulApt YsHe 717
g whgol A ojuldt Fehe] A= FYiol Py
mefel 95 ALY AP TR OAE BAA
g 4 9,
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Abstract
Dual Path Framework of Scientific Legitimacy

Institutionalization
A comparative Case Study of Premium Value Formation in
Science-Based Cosmetics

YU RIM KIM

In recent years, the cosmetics industry has witnessed rapid growth in science-based cosmetics
emphasizing scientific research, clinical evidence, and technological innovation. However, even when
brands rely on similar scientific foundations, their premium positioning strategies diverge significantly
depending on the distribution channels and institutional environments in which they operate.
Existing studies have often examined scientific claims in cosmetics or premium branding strategies
separately, but relatively little research has explored how scientific legitimacy is institutionally translated
into premium value across different channel contexts.

This study addresses this gap by examining how science-based cosmetic brands construct premium
positioning through distinct institutional structures embedded within distribution channels. Using a
comparative case study approach, the research analyzes eight global brands representing four major
channels in the professional beauty market. The medical channel includes SkinCeuticals and ZO Skin
Health; the luxury retail channel includes Augustinus Bader and La Mer; the professional salon channel
includes Kérastase and Olaplex: and the pharmacy channel includes Vichy and Avéne. The findings
suggest that although scientific legitimacy is widely employed across all channels, its interpretation and
institutionalization vary according to the structural characteristics of each channel. Based on these
findings, this study proposes a Dual Path Framework explaining how scientific legitimacy is translated
into premium value through channel-specific institutional authority structures. In the medical channel,
scientific legitimacy is primarily grounded in clinical validation and dermatologist expertise, forming
what this study conceptualizes as a “Clinical Authority Path.” In contrast, the luxury channel constructs
premium value through a “Symbolic Science Path,” in which scientific narratives are transformed into
symbolic and emotional value through storytelling and luxury branding mechanisms. Meanwhile, salon
and pharmacy channels occupy intermediate positions by combining professional expertise with
consumer accessibility in different ways. By demonstrating how channel-specific institutional authority
structures shape the translation of scientific legitimacy into premium value, this study proposes a Dual

Path Framework of premium value formation and contributes to the literature on institutional legitimacy,

premium branding, and science-based marketing strategy.

Keywords: science-based cosmetics, premium positioning, institutional legitimacy, distribution
channel, Dual Path framework, comparative case study
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