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A Competitive Analysis for EMS Industry in Taiwan : A Case
Study of Foxconn and Quanta

Student : Hsiang-Yin Chen Advisor : Dr. Muh-Cherng Wu

Department of Industrial Engineering & Management
College of Management
National Chiao Tung University

ABSTRACT

This research aims to identify the key success factors for the electronic
manufacturing services (EMS) industry through the analysis of financial statements. To
reveal the characteristics of EMS industry, we firstly compare an EMS company
(Foxconn) against two companies in other industries—one is Acer (a brand-oriented
company) and the other is Sunfar (an ending-channel company). The comparison reveals
that the EMS company outperforms the brand-oriented company in terms of many
financial measures. This finding provides a counter-example to the Smile-Curve theory,
which is popularly advocated in Taiwan. To identify the key success factors of EMS, we
secondly compare two EMS companies, one is Faxconn and the other is Quanta. The
comparison reveals two important findings. First, the gross margins of electronic
products are constantly decreasing due to the mature of electronic manufacturing
technology. Secondly, facing such a margin-diminishing era, an EMS company will be
more competitive if it could establish a highly-integrated supply chain to increase the
margin rate by including more self-made components in its final products. With such a
comprehensive supply-chain, the quoting price will become more competitive, lead to
higher sales volume, and result in low unit cost. In addition, it provides opportunities to
extend the scope of final products. As a result, it will build a high-entry barrier due to
economy of scale.

KEYWORDS: Electronic Manufacturing Services -~ Foxconn ~ Quanta ~ Competitive
Analysis
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FEWHI R Aol A KB LAY S o SN F A S e RS A
-z o P 1 i %3 &7 4 L EMS (Electronic Manufacturing Services)
#2 DOM(Original Design Manufacturer)® = 25> ODM i & 3% & & &%k -2 4 & 413
Wﬁmﬁm’HBF” RESIRBEE AL LSRR R RS T
FRESPEE R AR ERE s REF TS ARSI S EMS
K e ODM Ry e f St 38 brichs o
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E2 FF BB EHRT S) 4 BB E S S RtA o £ 1 5 1 A1 (2005)3 &
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112003 & >3k 20 + 1 B PRIAR

*j: R Pijf 2003 & 4§ fc | 2002 & § fc | & F 230052;’1
1 | Flextronics EMS 13379 13105 2 8.8
2 | Solectron EMS 11014 12276 -10 7.2
3 | Sanmina-SCT EMS 10361 8762 18 6.8
4 | Foxconn(sg:4) EMS 9661 7050 37 6.4
5 | Quanta(R if) ODM 8617 4093 111 5.7
6 | Celestica EMS 6735 8272 -19 4.4
7 | Compal ODM 4783 3351 43 3.1
8 | Jabil EMS 4730 3546 33 3.1
9 | BenQ ODM 3205 2683 19 2.1
10 | LiteOn ODM 2938 1402 110 1.9
11 | Elcoteq EMS 2512 1929 30 1.7
12 | Inventec(® #:i£) | ODM 2405 1965 22 1.6
13 | Wistron(s=£1) ODM 2291 2207 4 15
14 | ASUS(##q) ODM 2194 2376 -8 14
15 | MicroStar(# %) | ODM 1883 1628 16 1.2
16 | Venture EMS 1862 1370 36 1.2
17 | Benchmark EMS 1840 1630 13 1.2
18 | FIC(=~ %) ODM 1444 1131 28 0.9
19 | EliteGroup(¥ #) | ODM 1326 1867 -29 0.9
20 |USICGEIT %) EMS 1026 815 26 0.7
w20 & &3 94206 81457 16 62
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2.1.1 % Kk

% 7 k¥ (Michael Porter) ¥t i vk e 2 2 2 & + B v & 5L S B
CERT BRERL PR T 2 30 5 BA A RS g -
® % fE vk 1 2 AAF ¥ vk (cost leadership) 5 # & i 4 kg A g
HE M2 g2V 'lﬁl—*”“iﬁiw}’?m% e Fl e o AR S
[ Z%”}'#ﬁr“s A EREIVREIFE L R '?p”}'l?l’ﬁ?]f’
= fE R ¢ £ B i (differentiation); 2 & £ £ it ¥ R KR 2 H R AR
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2.1.4 f @A 5

¥ ¥ L 4 (Michael Porter) [4] #1985 & » >t T3 @4 | - 2 ¢ & 1§ 4>
E4ALITET A LA R NI BT A AR A L L F A FRIMY G
mpEsas T FLLEE AL AN EERFE D oms Y&

R AT EEZ IR L B E 0 FERG AL F gy (i) &
]| ﬁvifgfﬁsﬁﬁ’ @t - i g ﬁvifgfﬁmﬁ ’ iﬁ{ﬁy B4l o B EaAS T D
t-BEEE-R 25 f,]lg ¥ Eehd & ¥ 8 ¢ (value activities) 2 ¢ ¢ 7 4 &

& B (primary act|V|t|es)vt’ X 32 7% 9 (support act|V|t|es)ﬁ SE R BRFE W ER
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wrr A 24 e P ﬂ-\l% B 5 ATA g e ‘r‘*i% B o
A &

i & & (primary activities) .45 ©# % 2 BRGNS BEY
BoiehEde o & 328 S HPRGE 0 1 B EH ¢ 7k [ iE Z(inbound logistics) ~ #i#
4 18 (% ¥ (operations)~ J} f i& % (outbound logistics)~# #-{7 4" (marketing and sales)
g fspRA(service)® - 2T HAEEFEFLAE IR A E LG TR R oo

% 4% 7% # (support activities) £ 45 % B 4 P~ FFTH ~ A 4 F IR A HR L
REsio 4 AR L ]%* BadanET o TP A g I Bl BERe M
(procurement) ~ #ji= (technology) ~ + 4 F & 2 (human resource management)fe -
7 A # % 4 (firm infrastructure)

-

Firm Infrastructure

SUPPORT Human Resource Management

ACTIVITIES F1
Technology

e

Procurement

Inbound Operations | Outbound | Marketing | seryice

Logistics Logistics & Sales

AN -/
Y
PRIMARY ACTIVITIES

4: i ek fr
2.1.5 T g2+ &+ (BSC)

T =2+ & =+ (balanced scorecard ; BSC)d Robert Kaplan 2 David Norton [5]= i
FRAFERD > BSC A - A7 B g e R EFRDFEAR - 2P 53
& ¥ iz&g;@’_?—ﬁ %F%Jfﬂl)@:gﬁ ERZEC REZ S fEPRLEE BEYHAE Sy ﬁé\i > gL
z ?T#mﬁiﬁi#ﬁa‘r‘ IAEE Tt e e RGP ORE PR AR AT
Fllagap ff o 2w o Rmicif 4o

® Miriig P ARAFERG AT HAIMA S a LI FHFE  EFBRRD
wmg A Y PN A SR KR Y DR Fondp ik

® FEifn ¢ P +%§§“%+:s.e_f%wﬂﬁﬂié c B AT P HAREE o 0 R T
“g‘rgk ﬁ}i'p’lzi}f;z PP B EHEE R R o

® PINRARHEG C EEP IR R AL TR AP R LT R BRI

%x%ﬁ°ﬂmmﬁﬁm EF R P ALY G4l (2 R AR
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?’Jff'% (2002) [16]% ot -ﬂmrr%_,,,, ,4%;]?&]7 l% _‘E'f_ : J‘j_ﬂ’_'@’\_?%‘l.k\_k :j} %-ﬂ’r‘u
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- HFENEAMESHFE O B S S FREE S H AR R FlAeT
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LT 2 X FEF kil B iR e
PR R ATF 3
ERRIR
[54 %R B2 (2002) 4afmstilgis £ M2 f EARR © T grt A+ 5 BB A g R ]

Fte 2(2005) [12]% AT fmst o+ 4R a RS 2 R F | RIpT
P B 45 D S FE

#0500 T g R AR M 2 F

Eﬁi&‘f?—‘i 5 ik %@igﬁ%%‘u ~ 5p b g: ]_ﬁ]j‘%-,ggs%—-,‘i AR R
RE S MEFETES LM AR BRLL SRS

PSR G | FEEIE S AR R R

FymSaE | Fidaamd s mRFYL o B

[F %R 0 Bl 2(2005) 14 T st A+ 43l B M4 7 T3 & A= 7 A ]
2.1.6 # i A *
}E‘l%ﬁw, ¢ ;,1:‘—:‘.»“5'_?%‘}:";755 4 _’Tfé.:)%,\rir@ - %éﬁ‘-g FI ,}EI";\:Iﬂ—L f’_g &T%\”gb
’ ?“iﬁww AR RS B B i TE S LR P
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5 fi it 4 4 47 (dynamic capability theory) » # % & 5 ¢ £ #FF 2 A KoK L ¢
3

ES N "Kmp BT S B - fém—l tﬁ%‘bfﬁ_b‘_ R FIRR Y g F b IRTER
®oPRIFAL 4 o d a4 ARG = < snAz(process) ~ i (position) ~ B
(mm’m£¢#ﬁm LHBEDENTT E 5 fELE A L BA o

iﬂﬁ(m%)ﬂm’@ﬂ%W4@ fioie 4 Al s B b i 4 R
LIF =~i,w24"§1m?9?5r\5" W e g B g 4?@/ﬁﬁgﬁifﬁfﬁﬁﬁ;ﬁ#£'_i
(1974~1990 &)~ £ £ & £ #y (1991 ~2001 #) ~ 5282002 & % ) £ Hp s

HopFa 4 B ;E;%;11 PEE - 4o lﬁ)%‘bm%;/%z gES SR S S RS T
KA S P T A 2 iR R S u PONEE BT 0 s 2 STAE T2 S
:$,Wﬁkﬁéw,vﬁﬁﬁﬁm 4R AR - EETAR BRI % o flid

M B L E R B Hpl= e fia 4 A4 ERIck 6

26 F it AT

£ 8P (1974~1990 #) : $r o HjiFd £ 42

Bz %_i* (position) A% (process)
LT AE LR ERS [ RAEES CPMET Ik EREP
\ P F FK e # oA

oA , ,
FPHBTAE KT AR | EY O FFAEMERN - A - 1R
Ade v A2 RBEEH 23

E¥ Ly [ PHETA AR | TR iR REEEES

L 2R BCE B B4 kg R
ST A FERE | LREEI 1Y A RETRE NS A
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[—mimzw Dx Bk (2006) 0 s Acie BB L 4 plid s R e AT g L]
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Bk E e B F S B Rtk R4 > BB e L KT RS Fk
PR e EHER R M E RGBS N F o e i » 38 R B ks
WP Hom WA WFIFL s B 54103 Faumr ""_"J: RHE ﬁﬁ”‘ﬁ‘_#ﬁrﬁﬁl‘%
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