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The Business Opportunities and Entry Strategies of Taiwan IT consulting
companies in China
A Case Study of AdvencedTEK

Student : Bo-ren Wang Advisor : Hsiao-Cheng Yu

Jun-Der  Leu
Institute of Management of Technology
National Chiao Tung University

ABSTRACT

This is a research of how Taiwanese information technology (IT) service
companies go into mainland China market, and what decisions, groups and critical
factors affect their successes. In this paper, the definition and characteristics of IT
service industry were reviewed at first; the current situation of global, mainland China
and Taiwan IT service industry were also scanned. In order to understand the entry and
localization modes of Taiwanese il :service companies in China, the Chinese special
types of entry modes were viewed. The analysis was based on an integrated framework
that were stuctured from the papers |of service industry and high tech industry’s foreign
direct investment’s (FDI)-strategies which- combined with the theories of industry,
product and organization life cycles.-From. this-integrated framework, the international
large size IT service companies such as IBM; HP, Accenture and SAP were compared
with a case study company in Taiwanese IT service industry: AdvancedTEK. After
analyzing, the results of the comparison which we gather were nine hypotheses were
proposed. First, Wholly owned subsidiaries strategy would be utilized when companies
first time land on China market; Companies would mix using different entry strategies
after having a still base in China; The early profit source were from original country’s
customers who had already had business in China; Long term profit must be from local
customers; The top managers of Taiwanese IT service companies have to have
entrepreneurship characteristic; Training and admiring mainland employees is a critical
issue for Taiwanese companies; IT service companies have to have their own
methodology to jump out from the product life cycles; For Taiwanese companies,
having a good relationship with international large size companies is important; contract
management is an issue that companies have to care about; the coastal and capital cities
are the good choices for companies to enter. Finally, this paper suggested that the
analysis of entry modes of companies from different segments of IT service industry,
management’s localization, comparision of the joint venture with mainland China
companies or international coporations are the topics researchers can keep on working.

Keywords: Life Cycle; Entry Stategy; IT Service Industry; China IT Service Market
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Market Entry Model

Decision Context

Decision Process Comprehensivencss i

Decision Team Heterogeneity

—
e \ TN
- P \
— N
N
Muarket-seeking -

(highTow sales integration) \
Resource-sceking At
{ Transnational Invegrazion) 4 —'—
(Competitive Response ) Operating Mode
—ee e ———
Envirenment __ _ — — — ] Wholly-owned subsidiary | _ ..I Vemure
. e e e | Joint Venture Performance
Perceived Uncertainty e il Distributor (Expoet) Fit

Strategic Poicntial 5

Technology Transfer Costs BE

Tacitmess
Value
Appropriability

B 9 W HiE o~ H5N
7o &R - Cannice, M. V., Daniels, J. D., 1999. Silicon Valley Firms’ Operational

Tactics and Venture,performance in Greater China. Business Forum 24
(3/4), Summers7-23.
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High PEU Low PEU

High Strategic Potential High Options Value Low Options Value

Moderate NPV High NPV
Low Strategic Potential Low Options Value Low Options Value
Low NPV Moderate NPV
I_ — — -

Bl 10 2 T FF 8 Kvi B4 2 B %

L kR - Cannice, M. V., Daniels, J. D., 1999. Silicon Valley Firms’ Operational
Tactics and Venture performance in Greater China. Business Forum 24 (3/4),
Summer 7-23.
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Sales Integration = F (value chain position) |

Value Chain Position |I

2-step supplier —l -step supplier —=0OEM ——sPublic
1-step OEM ——slUser e |

Higher-integration Sales Strategy Required
- |

B 11 Bjddd {oi 372 B 0%

7R kR - Cannice, M. V., Daniels, J. D., 1999. Silicon Valley Firms’ Operational
Tactics and Venture performance in Greater China. Business Forum 24 (3/4),
Summer 7-23.
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Technology Transfer Management Strategies

Segment Complete
Core Partitioned core transfer Significant core transfer
Peripheral Minor non-core transfer Complete non-core transfer

Bl 12 Hoibess i g 12 g

7 kR - Cannice, M.2V., Daniels, J. D., 1999. Silicon Valley Firms’ Operational
Tactics and Venture performancein.Greater China. Business Forum 24 (3/4), Summer
7-23.
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Foreign Markei

Resources regd.

Market Specificity

Level of

Entry Mode for Commitment of Commitment Involvement

1. Wholly Owned Subsidiary/ Very High High 9 (Highest)
Branch Started from Scratch

2. Wholly Owned Subsidiary High High B
Acquired

3. Majority Joint Venture Moderaie to High High 7

4. 50-50 Joinl Venture Moderate High o

5. Minority Joint Venture Moderate High 5

6. Export Subsidiary Moderate Moderate 4

7. Direct to Customer Exports Low to Moderate Low 3

8. Apent/[nstributor Exports Low Low 2

9. Licensing/Franchising Very Low Very Low 1 (Lowest)

B 13 5 R FHA R R AR R

7R &R - Erramilli, M. K., Rao, C. P., 1990. Choice of Foreign Market Entry Modes
by Service Firms: Role of Market Knowledge. Management International Review 30 (2),
135-150.
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Muotives for Entry Type of Service Firm

Soft-Service Firms Hard-Service Firms

Chent Following An advertising agency sets A sofltware company provides
up office abroad to serve a software support to the foreign
domestic client’s foreign subsidiary of a domestic client
subsidiary

Market Seeking A fast-food chain appoints An architectural design firm
a [ranchisee in a foreign sells biue prints to foreign
market to serve the local customers

customers there

?] 14 ;‘ p%PF»ﬂg‘f‘;(ﬁ;i bki’/‘/é/’};f;‘?/i‘ai—llﬁﬁa
TR %R ¢ Erramilli, M. K., Rao, C. P., 1990. Choice of Foreign Market Entry Modes

by Service Firms: Role of Market Knowledge. Management International Review 30 (2),
135-150.
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