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Good Luck!

Acer’s Return to the U.S.

With a  world market share of 5.9%, the Taiwanese company Acer is the fourth-biggest PC vendor in the world by unit sales and soon expects to leapfrog Lenovo Group Ltd. (world market share 7.3%) to become No. 3, behind just Hewlett-Packard Co. (world market share 17%)  and Dell Inc. (world market share 17.1%) This year, Acer expects the number of PCs it sells to grow by three to four times the industry average of 10% -- a feat it accomplished last year. Acer outsources manufacturing to the same handful of Taiwanese contract manufacturers that also make PCs for H-P, Dell and other big brands.
With the exception of Acer all big computer companies have a strong presence in the highly competitive U.S. market, which grows by about 4% per year. After running up losses of more than $3 billion dollar in the U.S. market, Acer left the U.S. 8 years ago. Two years ago the company decided to reenter the U.S. This time, though, the Taiwanese PC seller is pushing into what its chairman J.T. Wang jokingly calls "a land of sorrow" on quite a roll. For the last two years Acer is trying to increase its U.S. market share of less than 2.2% in 2006 slowly but steadily. Mr. Wang ordered his U.S. executives to practice patience: "Don't be in a hurry," he recalls telling them. "If you don't make money, that's okay. But you cannot lose big money."
In the past few years, buying behavior in the PC world has changed drastically, with most growth in the U.S. coming from consumers, not businesses. Acer also sells mainly notebook PCs, which are more popular among consumers than desktop models. Shunning the Internet sales model Dell pioneered, Acer focuses on traditional distributors and retailers such as Circuit City, Walmart und CompUSA to reach consumers with PCs that are less expensive than the competition. Acer, which operates with razor thin profit margins, spends very little on mass media and focuses instead on on-premise promotions and support of its network of retailers. 
Emeka Diribe, a 24-year-old math teacher in Orange County, Calif., is the kind of customer Acer is counting on. He decided recently he needed a new notebook to play games and do online video chatting with his brother. After extensive research, he settled on an H-P model priced at about $1,000. But when he walked into Circuit City to buy it, a display featuring an $849 Acer caught his eye. Mr. Diribe who ended up buying the Acer says "It was a real bargain because the Acer model had a bigger screen and a better microprocessor."
1) Market Strategy 

a) What is the strategic significance of the U.S. market for Acer? Consider and explain the concept of leading markets in your answer. (10 points)

b) How do you define Acers competitive strategy (= what is their main competitive advantage?) in the U.S.? Consider Michael Porter’s classification scheme in your answer. (4 points)
c) How do you assess this strategy? What are potential advantages and disadvantages? (6 points)

d) How do you assess Acer’s decision to outsource all production in the light of its competitive strategy? (6 points)

