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Abstract

In this paper, we evaluated the global competitive power of the Home Network
device industry through the investigation into the realities. As a result, the domestic
Home Network industry is analyzed that it does not enter the growth step which is vet
full scale in comparison with a frame. In the global competitiveness of the domestic
Home Network industry, it was examined that all device field was lower than the level
of global companies. Particularly, it was analyzed that the brand and distribution
competitive power were remarkably low in common. Therefore, the effort of the
business field itself and support of a government-level seem to be urgent for not only

the technology development but also the marketing improvement of capacity.
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1. Introduction

Recently, the Korean telecommunications industry has undergone revolutionary
changes. Telecom services generally range from providing basic voice services to
advanced services such as data and multi-media services. A large number of users are
growing in sophisticated needs, demanding lower price and high quality, both at the
same time. In addition, market competition has grown in intensity in order to survive in
rapidly changing environment. Under the present conditions, many domestic telecom
vendors and service providers have got into difficulties. To satisty the growing needs,
which may require the application of appropriate technologies, it is important for them

to offer new products and services.



Recently, the Home Network device industry is highlighted. We define the Home
Network device as the group of at least two devices which connected together and
installed inside the home. The reason why it is worthy of notice, because the
information household electrical appliance of an in-home 1s grafted to a network and the
various services are provided between an instrument regardless of a place and then the
future domestic environment is due to be made. Furthermore, while the wire/wireless
communications industry undergoes the stagnation in growth, the significance of the
home network industry is more and more increased as the alternative of the profit model.
Moreover, Korean Government selects Home Network services and devices as a group
of u-IT 839 strategies which refer to 20 policies for the development of the IT industry
worked out by the Ministry of Information and Communication in 2006 and supports
them actively.

However, the concept of Home Network device comprises a variety of fields and
characteristics resulted from different industries, so it is difficult to classify and
investigate Home Network device industry. The purpose of this study is to divide Home
Network device industry into small classes and investigate global competitiveness index
for measuring the current state of Home Network device industry so that we can make
an accurate analysis and work out appropriate strategies.

In chapter 2, the research model was presented and the result of analyzing
competitive power the home network equipment industry was presented in chapter 3.

Finally, in chapter 4, a conclusion was presented.



2. Research Model

For studying on the global competitiveness index, the research model is as follows.
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Figurel. Research model

To identify Home Network device industry, we first defined and classified it into
small groups; Home Aggregator, Home server, Home node, Chip set. The Classification

of Home Network devices is as follows.

Tablel. The classification of Home Network devices

Criteria Suberiteria

Home Aggregator Access Point, Router, Switch, Residential Gateway

Home server Media Center PC, Private home server, Set-top box
Home node Home A/V device, Home automation , Home healthcare
Chip set Ethernet, HomePNA, PLC, USB, MoCA, Wi-Fi, UWB, Z-Wave,
Zigbee, Bluetooth

In this paper, the home network equipment was classified into four groups; the home
aggregator which managed a connection with the external network, home server which

managed in-home network and home node, home node which is connected with in-



home network, and chip set which has a role as an embedded media adaptor. Because of
considering the industrial condition, with the object of market analysis, this
classification method inevitably should have limitations.

First, the problem is whether every device which connected Home Network is
included Home Network device industry or whether only stand-alone media adaptor or
embedded media adaptor which is the minimum components is included. If whole home
terminal is included in the home network industry, it should get into trouble about
double counting with household electrical appliance industry and identification of
Home Network industry. In accordance with, it is preferable that it elementarily limits to
the part directly related to the Home Network connection.

Second, it is the overlapping problem of the chip set part and home node part. This
problem is similar to a double counting example of the semiconductor industry and
computer industry. This problem is generated in case of adding up two industries in the
category of the electronic industry. If it is considered that an embedded media adaptor is
equal to a ship set, it should be remain only the stand-alone media adaptor in the home
node.

Third, recently the tendency to be combined is enhanced between the Home Network
equipment in order to resolve the cost down and space problem. For example, it is the
trend that it is combined between the home gateway and home server. Therefore, in this
case, the classification method which classifies home gateway and home server as a
separate group should be reappraised.

On the basis of the classification, we developed valuation bases of Home Network
device global competitiveness index for survey. They consist of seven indexes related to
function, price, brand, production, development, distribution, and service. On the basis
of Home Network device classification and valuation bases, we conducted a survey
about global competitiveness index and weight of valuation bases. The survey, with all
the variables of global competitiveness index, used the five point Likert scale for rating
(1 : not at all to 5 : extremely so). We selected samples from 42 current Home Network
device companies and collected the data from February 8 to March 16, 2007. Every
global competitiveness index score is standardized between 0 and 100 so that 50
indicates average score. After calculation of seven different aspect indexes for Home
Network global competitiveness, the final composite index is computed based on the

weight of valuation bases.



3. The evaluation of Home Network device industry

The weight of subcriteria and the competitiveness index is as follows.

Table2. The weight of subcriteria

Fucntion competitive Production competitive Distribution competitive
Price Brand Development Service
power power power
competitive | competitive competitive competitive
Basic |Supplementary)| Provisioning of] Stable | Distribution
power power cost power power
function fucntion component demand channel
Weight 0.08 0.07 0.14 0.13 0.07 0.08 0.13 0.08 0.07 0.15
Table3. The competitiveness index classified by devices
Fucntion competitive Production competitive Distribution comp etitive
Price Brand Development Service
power power power
competitive | competitive competitive competitive
Basic |Supplementary)| Provisioning of] Stable | Distribution
power power cost power power
function fucntion component demand channel
Home aggregator| 3.62 3.38 3.46 2.08 2.69 3.00 3.38 2.46 2.31 3.15
Home server 436 4.18 3.45 2.73 2.64 3.00 3.91 3.28 245 336
Home node 3.74 3.52 3.37 2.63 2.84 342 3.37 2.95 2.73 3.37
Chip set 3.67 4.33 4.33 2.0 4.33 2.33 3.66 2.00 2.00 2.67
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Figure2. Function competitive power

As aresult of competitive power in detail, home server is superior in the basic feature

of function among devices. On the other hand, it showed up that the competitive power

of the chip set is high as to the supplementary feature. In case of the chip set, this is the

source of strength of competitive power to add the supplementary feature besides the




elementary function. Therefore, it attaches weight to the supplementary feature in

domestic companies, and it shows they have a lot of confidence in it.
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Figure3. Price competitive power

Excepting the chip set part, the price competitive power was exposed to be dull in
other parts. It means that the appearance of Chinese enterprises which work out a low
price strategy have influence on national competitive power. It shows that the Home
Network device industry outlook is not bright similarly to Korean network equipment

industry which is in difficulties because of competing with Chinese enterprises.
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Figure4. Brand competitive power



In case of the competitive power of brand, it is investigated that all part are
remarkably low. In the event of the Chip Set, although the price competitive power was
high, the brand is lowest of all. It is because most of Chip Set developments are made
with the enterprises of the small medium-size. Considering the Chip set part as the
hopeful field on the basis of high profitability in the future, not only government

support but also the effort of companies by oneself is needed as soon as possible.
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Figure5. Production competitive power

In case of cost competitive power aspect, chip set which is superior in price
competitive power is overwhelmingly higher than others. It can be interpreted that the
low prime cost directly contributes to the unit cost reduction of the Chip set. However,
in contrast to thig, the Chip Set part was exposed to be most weak in the procurement
side of the part which is critical for the manufacture of the Chip Set. As this mentions
above, most national chip set enterprises are small business, so they purchase small
amount and have low credit rating. Therefore, as to the key components import from the
oversea famous enterprise, and etc, it is analyzed that it is difficult to be pushed by the

priority or receive the good purchasing condition.
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Figure6. Development competitive power

For the development competitive power which indicates core technology
competitiveness, there are no parts exceeding 4 points showing little predominance in a
questionnaire. Therefore, in the Home Network devices industry, it is necessary for
national companies to secure additional core technology. In fact, in the government
report, I'T839 strategic technology development master plan report, it evaluated that
every Home Network technology except UWB chip set have the engineering gap of the

average 2~3 years in comparison with the global companies
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Figure7. Distribution competitive power



In the distribution competitive power side, it showed up that the competitive power of
the domestic industries was also low. In the stable demand and distribution channel, the
Chip Set field was analyzed that it was very low. Particularly, in case of the Chip Set,
the major demanding place is the system manufacturing enterprise. Accordingly, the
lack of distribution competitive power has the possibility of the basic disturbance. In the
meantime, although the Home Server field received the relatively high evaluation in the

stable demand aspect based on the domestic needs, the grade itself was not high.
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Figure8. Service competitive power

In case of networking product, service competitive power such as customization or
after-sales service is a conclusive factor for service providers to purchase products. In
case of the domestic market, it was analyzed that the service competitiveness of the
Chip Set was lowest of all. It means that chip set has a serious problem in point of the
field which is indispensable for constant performance upgrading and customer support.
Basically, it is because of their small-scale business, in order to grow market share

domestic chip set companies preferentially enlarge the scale of their business.



Table5. Total evaluation of competitiveness index

Fucntion competitive Production competitive Distribution competitive
Price Brand Development Service
power power power
competitive | competitive competitive competitive | total
Basic |Supplementary Provisioning of Stable | Distribution
power power cost power power
function fucntion component demand channel
Home aggregator | 5.50 5.00 9.69 5.41 3.66 4.80 8.79 3.94 3.23 9.45 59.47
Home server 6.63 6.19 9.66 7.10 3.59 4.80 10.17 5.25 3.43 10.08 66.89
Home node 5.68 5.21 9.44 6.84 3.86 5.47 8.76 4.72 3.82 10.11 63.92
Chip set 5.58 6.41 12.12 5.20 5.89 3.73 9.52 3.20 2.80 8.01 62.45
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Figure9. Total evaluation

Evaluating each competitive power on the basis of 100 points, the home aggregator 1s
59.47, home server is 66.89, home node 1s 63.92, and chip set is 62.45. The results
indicate that the competitiveness index of Home Network devices industry is about 60
point in comparison with global companies. Examining closely separate parts, the home
aggregator 1s behind the other devices in the competitive power. It is because the
competitive power of function and service which has relatively high weight is rated low.
On the other hand, because the Home Server received the high evaluation in the brand
competitive power and the development competitive power, the total evaluation is
relatively rated high. As to the home node, the brand competitive power and the service
competitive power is high, on the other hands, the price competitiveness is low. In case
of the chip set, it is rated high in price competitiveness. However, the competitive power

of brand, distribution, and service is low on the whole.




4. Conclusions

In this paper, we evaluated the global competitive power of the Home Network
device industry through the investigation into the realities. As a result, all device field of
the Home Network industry was lower than the level of global companies. It is caused
by technology factors such as standardization delay, low name-recognition, the lack of
business model, and insufficiency of cooperation between the ministry and offices.
Evaluating each competitive power on the basis of 100 points, the home aggregator is
59.47, home server 1s 66.89, home node is 63.92, and chip set is 62.45. Particularly, it
was analyzed that the brand and distribution competitive power were remarkably low in
common. Therefore, the effort of the business field itself and support of a government-
level seem to be urgent for not only the technology development but also the marketing
improvement of capacity. The home server device industry maintains better global
competitiveness than home aggregator, home node, and chip set. The Korean home
server companies, especially set-top box, have got everything in readiness for Home
Network services such as IPTV which expects to be a killer application. Although users
have shown great demand for high-definition multimedia content via IPTV, it is hard to
provide their devices because of imposing legal controls on telecommunications
services. Recently, along with the deregulation of the telecommunications industry, if
many Home Network services will be launched, global competitiveness of home server

devices should be better than before.






