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Questions
1 Explain two reasons for Facebook’s decision to 

acquire WhatsApp for $19 billion.
2 Examine the potential problems of Facebook’s 

growth strategy.

Useful resources
Watch this short BBC video about WhatsApp’s 
valuation: www.tinyurl.com/nh4xwww

The April 2014 issue of Business Review features a case 
study on Facebook’s most popular game, Candy 
Crush Saga, with 46 million users each month.

In 2006 Google paid $1.65 billion to buy YouTube. 
Disney acquired Pixar from Steve Jobs for $7.4 billion. 
These takeovers seem to be bargains compared to the 

whopping $19 billion (£11.4 billion) paid by Facebook 
to acquire WhatsApp in February 2014. Prior to the 
deal, Facebook’s largest acquisition in its 10-year 
history was a $1 billion deal for Instagram, which it 
bought in 2012.

This is a staggering figure when put into context:
• WhatsApp employs only around 50 people.
• The deal is more than 2.5 times the amount Disney 

paid for Pixar and 11.5 times more than Google paid 
to buy YouTube.

• The deal is more than 10% of the annual GDP of 
Ukraine (the birthplace of WhatsApp founder Jan 
Koum).
According to the BBC, WhatsApp has over 450 

million users, with more than 1 million new users 
added every day. Facebook co-founder and CEO Mark 
Zuckerberg expects WhatsApp to connect 1 billion 
people to its instant messaging service. Market growth 
is expected in the USA, as WhatsApp is already well 
established in Europe, Latin America and the Asia-
Pacific region. By the same token, the acquisition allows 
Facebook to access Latin America, India and parts of 
Asia where Facebook usage is lower than in the USA.

Like many other Silicon Valley start-ups, the 
WhatsApp story is an inspirational one. The company 
was founded by Jan Koum, a Ukrainian immigrant 
who dropped out of college (rather like Zuckerberg, 
who dropped out of Harvard University).

 Facebook acquires 
WhatsApp for $19 billion
Paul Hoang summarises the latest business news
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Questions
1 With reference to the case study, examine the 

driving forces behind the McDonald’s growth 
strategy.

2 Discuss the relative importance of culture and 
globalisation in the marketing strategy of fast-
food businesses such as McDonald’s.

Useful resources
The September 2013 and November 2013 issues 
of Business Review feature articles on setting up and 
running a McDonald’s franchise.

This infographic looks at some less 
successful products in McDonald’s portfolio: 
www.tinyurl.com/lsssjfy

Guardian article on McDonald’s global reach: 
www.tinyurl.com/kgbksrz

McDonald’s expands into Vietnam
In February 2014 McDonald’s, symbol of US culture, 
finally entered the Vietnamese market almost four 
decades after the Vietnam War.

The first McDonald’s restaurant opened in Ho Chi 
Minh City (known as Saigon when the US troops 
withdrew in 1975) as a franchised partnership with 
Henry Nguyen, the son-in-law of Nguyen Tan Dung, 
Vietnam’s prime minister. With its population expected 
to be 100 million by the end of the decade, Vietnam 
presents huge opportunities for businesses.

McDonald’s is not the first foreign fast-food operator 
to enter Vietnam. US rivals Burger King, Subway, Pizza 
Hut and Starbucks have also sought to take advantage 
of the country’s phenomenal economic growth and 
increasingly affluent middle class. KFC already had 
130 outlets in Vietnam when McDonald’s opened its 
first restaurant in the country.

The opening of the McDonald’s in Ho Chi Minh City 
(population 8 million) attracted mainly students and 
families with children (the company’s main market 
segments). The hamburger meal is a cultural export 
from the USA, where it is seen as fast food. However, 
in Vietnam, such meals are a relative luxury. A Big Mac 
costs about US$2.85 (£1.70), whereas street vendors 
typically charge US$1.50 (less than £1) for a bowl of 
traditional pho (beef or chicken noodle soup).

Globalisation and economic development have 
meant that the absolute consumption of rice in 
Vietnam has been in decline, as people switch to 
other products such as burgers and fries. Students and 
young professionals have embraced the coffee culture 

spearheaded by Starbucks and its rivals. With more 
than half the population aged under 25, there are 
plenty of opportunities for McDonald’s in terms of 
potential customers and employees as the fast-food 
giant pursues its growth plans.

There is little doubt that large multinationals 
such as McDonald’s are a key driver of globalisation. 
Nevertheless, successful companies must localise 
their global strategies in order to cater better for their 
overseas customers. When McDonald’s introduced the 
drive-thru concept in China in 2005, locals had no idea 
what to do — they bought their Big Macs and Happy 
Meals from the drive-thru counter, parked their cars 
and went into the restaurant with their takeaway bags 
to eat their meals.
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