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The Supply Chain Management Strategies of Taiwanese TFT-LCD
Companies

Student:Lin Yang Fen Advisors: Dr. Hsiao-Cheng Yu

Institute of Management of Technology
National Chiao Tung University

ABSTRACT

The TFT-LCD industry is the second largest emerging high-tech industry, after the
semi-conductor industry, in Taiwan. Total investment has reached 250 billion NT in
2005. The total revenue was estimated to reach 1 trillion NT in 2006. Because
material and component costs account for over 60% of the cost structure of TFT
LCD, the supply chain management of key components and raw material are of
paramount importance.

The value chain of TFT-LCD industry includes component providers, TFT-LCD panel
manufacturers, end product . designersfassemblers, and end product
distributors/sellers. The impact of TFT-LCD product life cycle on the cost reduction
strategies of operators in the value chain was analyzed. The supply chain
management strategies of Taiwanese leading TFT-LCD manufacturers i.e. AUO,
CMO, CPT, QDI and Hannstar were studied. The enhancement trend to supply chain
management in TFT-LCD industry was recommended.
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B2 o F eopFiE > RAE S 0 (TR DEATS LA e o Hill (1989) 325 wd
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A I
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4 S NA G R 2 AR LA PN AR A0 LG e R
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- A
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B 30 s¢ B 31 %2 (Loan or Loan Guarantees)
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Wik 2o % % 1% 2 (Exclusive Dealing Agreements)
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1. % » ¥ (Introduction) : 4 A SARE~ F F18 > 4B X E FER S
BP iR pE gy REX VAL FVRLET
AP H o4 g LA o
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B bochpEd o ip- B é» L& A A SR A i 0 FIRE R

3.+ # I (Maturity) © dp A &4 8 = & in’ﬂfﬁﬁﬂ » F] G A R
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E\[TJ
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523 i & R4 LCD TV

LCD TV # #i#-ig % £ > 2008 #-42ARP: ¥ T AL

HEEA R 3RO TARETAATI LEF B R RG 1
SEERE A ry SEF AT SRR ES: SR £ 13 e 4
a@:ﬁf TALIEF 5 & 2004 942 90% - %@i}u—%lmﬁ:,k E % 2 LCD TV #44
2004 i 2700 2%+ 3 2008 & #-+ i5 $ £ T| 6450 2% p o T AR HAL 2004 i
11,19 @35 3 2008 4 16400 2% > %7 BRI LCDTV > @ & LCD it »
Fliets sa;w&w%z@ TESL b F TS AN R T ESMT R4 FILCD 5
Bl MR R BT A R A AR T B SR BRACR
L#ICDTVE » T- BRAFEH -

TV Demand Estimates (000 units) Chart 16
CY00 01 02 03 - D4F 05 F 06 F 07 F 8 F
Total TV shipments 123,185 125225 130,575 130,698 133,370 135750 137,740 139320 141,600
iy % 1.7 4.3 01 2.0 1.8 1.5 1.1 1.6
CRT color TVs
Worldwide 122,785 121,561 125453 123,022 119,400 109,351 93,160 79170 64,000
iy % 6.2 -1.0 3.2 -1.9 -2.9 -84 -14.8 -150 -19.2
Japan 9.873 9,631 8,433 7,162 5,600 2,500 1,100 600 450
Morth America 30,850 277710 29,503 27400 25450 21,7561 15,510 10,100 4960
flestern Europe 25,580 25480 25810 25400 24,640 21,000 14,000 8,700 4,300
Others 56,382 58,680 61,707 53,060 63,710 64,090 62,550 59,770 54,250
LCD TVs
Shipment value (Y mil) 38,500 57.000 120448 302045 776,861 1,705320 2685709 3,511,059 3.778.345
iy % 458.1 111.3 150.8 157.2 1195 57.5 307 7B
Worldwide 350 570 1212 2,787 7,000 18,000 34,500 48,500 64,500
iy % 62.9 112.6 130.0 161.2 157.1 91.7 405 330
% of total TVs 0 0 1 2 5 13 25 35 46
Japan 349 632 1237 2,800 5,000 7.500 8,000 8.500
Morth America 100 270 520 1,500 4,500 10,000 15,000 20,000
flestern Europe 75 220 570 1,500 5.000 12,000 17,000 21.000
Others 46 90 360 1,200 2,500 5,000 8,500 15,000
Plasma TVs
Shipment value (Y mil) 35,000 91.840 164,500 265265 440000 523000 650.000  Y7T.000 845000
iy %o 944 162.4 9.1 63.1 54.0 18.9 24.3 19.5 88
Worldwide 50 164 41 989 2,000 2,800 4,000 5,500 7,100
iy % 150.0 225.0 156.7 134.9 102.2 40.0 4249 375 291
% of total TVs 0 0 0 1 1 2 3 4 5
Japan B9 191 235 500 750 1,000 1,200 1,500
Morth America 35 100 350 700 1.000 1.400 1,300 2.500
flestern Europe 40 90 300 600 900 1,300 1,800 2,300
Cthers 20 40 100 200 150 300 500 800
Projection TVs
Worldwide 2,930 3,489 3,900 4,970 5,600 6,080 6,150 6,000
iy % 19.1 11.8 27.4 12.7 g.6 1.2 2.4
Japan 10 9 8 8 7 T 7 6
Morth America 1,970 2,400 2,700 3,650 4,200 4,600 4,600 4,400
flestern Europe 250 250 300 330 310 310 290 280
Cithers 700 500 592 982 1.083 1,163 1,253 1,314

Source: Compiled by DIR.
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LCD TV Panel Lineups hart 15

Chi Mei | Chunghwa - )
AUO Opto- Picture | Hannstar | QDI SB‘E]S“”Q LG.Philips | BOE Hydis | Shamp Hitachi
- ec Displays
electronics Tubes
13" MP MP
14" MP MP MP
15" MP WP MP MP MP MP MP MP
17" 4Q 04
17w MP 4Q 04 MP MP MP
19" MP
19"W MP
20" MP WP MP 12 05 MP MP 2005 MP
22" W MP
23"W MP MP MP MP MP
26" W MP 1Q 05 40 04 MP MP MP 3Q 05 MP
27"W MP
28" W 12 05 MP
30" W MP MP MP MP
32"W MP MP 4Q 04 30 05 MP MP 2H05 MP MP
3w MP WP 4Q 04 4005 4Q 04 MP
40" W MP
42" W 1Q 05 MP MP
45" W MP
46" W MP MP
47" W 14 05
50" W
B4"W
55" W MP
57" W
65" W 2006
Source: DIR.

Note: As of October 2004.
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A 5 B LCD TV #1 ch+ ¢
Fo 1 hz E N G ﬁéﬁ%
BRTREER Y AR MG EERLCDTV, e ‘*p%%?#\iss-Sﬁﬁvr; NS
R E WA #4uﬁwﬁ%ﬁ% T £ % L 2004Q4 i ind Bk AT E o

%&&?ﬁ% B
5 QT #»? 22 fot 2 R RTRE ¢ A8 10
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Capex Plans by Generation (000 per month) Chart 10

Current status Original plan
5G 5.5G 6G 7G 7.5G 5G 5.5G 6G G 7.5G

AU Optronics 180 - &0 - - 120 - 90 - 607
Chi Mei Optoelectronics 120 120 - - - 240 120 - - 607
Chungwa Picture Tubes - - &0 - - - - 90 - -
Hann3tar Display 120 - 20 - - 120 - 90 -

Quanta Display 60 - 45 - - 60 - 90 -

Samsung Electronics 200 - - 120 - 200 - - 120

LG.Philips LCD 170 - 90 607 - 170 - 90 - 607
Sharp - - 45 - 307 - - 45 - 307
BOE Hydis 85 - - - - 60 - - - -
Innolux Display 65 - - - - 65 - -

SVANEC LCD 45 - - - - 45 - - - -
Total 1,045 120 320 120-180 307 960 120 495 120 2107

Source: DIR.
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Glass Substrate: (size) Ga
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T & G RARET 5 0 LCD TV o 4% § o ik x%*ﬁ}i#&-@f‘ﬁ"aﬁ,ﬂgmv}};k_i el
vg—;g% ¥o¥# o 21875 CRANLEARBRERT RS > R FYA X ARF D
LCD TV & 5 » {904 fheid 34 ¥ i Ak o 3730 4.8 2005 & 7 ¢ T4 05 Rgk > &
R LT AR

Panel Price Estimates (US$ Chart 13
Quarterly averaged price Change
cYo4 05 06 04 05 06
1Q 20 JQF 4QF 1QF 20F 3QF 4QF 10F 20F 3QF 40F [(4QF 4QF 4QF
15" monitor 225 230 200 160 150 140 140 140 130 130 130 130] -24% -13% 7%
17" monitor 300 290 230 180 170 160 160 160 150 150 150 150] -38% -11% 6%
19" monitor 410 400 340 280 250 230 230 220 210 210 210 2101 -30% -21% 5%
14.1" notebook 205 200 180 160 160 160 150 140 140 140 140 140] -18% -13% 0%
15" notebook 230 220 200 160 160 150 150 150 140 140 140 140] -27% 6% 7%
201" TV 400 400 350 270 240 230 230 220 210 200 200 200 -36% -19% 9%
2627 TV 810 770 650 500 480 450 420 380 360 350 340 320] -41% -24% -16%
30"32" TV 1,075 1.050 850 750 700 650 600 550 500 480 470 450 -35% -27% -18%
Source: DIR.
F: DIR forecasts.
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