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Abstract

More and more companies initiated the Foreign Direct Investment (FDI) program
and built offshore operations in order to keep themselves remaining competitive in the
globalization industry. Market penetration, manpower supply, cost advantage and tax
benefits are considered the major criteria and incentive which drive the enterprises for
offshore operations. It is so believed in the past that most companies considered to
outsource the activities which occupied lots resources but lower value-added, such as
the labor-intensive manufacturing activities ; however, the recent observation shows
that more and more companies expanding their research and development activities
to the emerging districts like Taiwan, China, India, east Europe and Russia. The
companies located in these emerging districts also take the chance to upgrade their
technology capability, to extend their reach of global market, and to share the
management know-how from the overseas partners. To operate the companies
beyond the geographic restriction is now more than a fact but a required condition for
the companies’ competitiveness and survival in the industry. It seems to us that
offshore operation is so attractive, but is it all the fact? The reality is that, if the
offshore policy is so set to complement the existed resource, the “productivity
paradox” would cause the conflict of extending the existed strength or complement the
shortcomings. While facing the subjects relating to human resource, talent
development and intellectual property, the implementation difficulty won't justify such
offshore development policy.

This study will be explored based upon the experienced multinational operations,
the visits to multinational practices at Silicon Valley, and the many interviews with field
experts and scholars from world leading research centers, then to dig out the problem
and potential risk while operating the offshore development. It is highly expected that
the team would be able to come out a proposal, to give the industry executives some
valuable advices and to be helpful for their offshore policies and strategies.

Key Words :

Offshore Innovation, Built-Operate-Transfer (BOT), Offshore Development Center
(ODC), Knowledge Management, Intellectual Property, Strategic Outsourcing,
Offshore Outsourcing
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m The selection of target
companies
— Small-Middle Business
— Companies with offshore
development activities
— Knowledge and innovation as
their core competence
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m Objectives

m Structure and
Framework

m Observations &
Findings

m Conclusions

m Suggestions

Driving Factors of Offshoring 19
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= Cost Enabled m A FE

— eg. Product life cycle -~ REARE GG
m Talent Enabled A4 FIRFIR

— eg. Complimentary asset — I IARGT AR
= Market Enabled ®HaE Tk

— eg. Technology — dol F Rk Tk

extension ER4a T %

m Supply-chain Enabled — 4 BRGE E

— eg. International
production
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= Captive Organization

— Control all the offshore
operation

By
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— eg. subsidiary, branch office,

affiliates thru indirect
investment or M&A

= OQOutsourcing Model

— Apply 3rd parties’ manpower

& talent
— eg. Project-based
outsourcing, time-and-
material outsourcing
= Hybrid Model

— eg. Joint-Venture, Built-
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Operate-Transfer, Offshore-

Development-Center

Strategy Formation & Location Decisi(;EQ
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Offshoring strategy

— An extension of strength?

— Finding complimentary
resource?

m The integration of corporate

strategy and offshoring
— Corporate positioning?
— Core competence?
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Resource
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Supply-chain oriented

Market oriented
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The Interviewees of This Study/9
JFMH 3 AR

m The Academic n iR
— BRIE, UC Berkeley - MR RE A BRRLA
— East-West Center, i
University of Hawaii - ERAAFLF P
— Tech Transfer Center, - ERNARHEEY
Univ of Washington m ¥R
m The Industry ~ Teja i3k, % M4 H o
— Teja Tech. San Jose, CA, — Cradle f15, % Fl4c ¥
USA — BEALP EREREN
— Cradle Tech, Sunnyvale, (¥R i)
CA, USA

— A Company, Bellevue,
Washington, USA

Observations and Findings (1) 179
_\j‘F";L 2 EBRAEIR (1)

= Major challenges m B2 3% FIR
while offshoring - #LEPRERE
— Lack of long-term ¥ e
strategy —FTEILLERS
— Culture and TR
language barriers - FRRELR R4 &
— Management TR B
bandwidth - = A i
— Cost control
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Observations and Findings ()19
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m Key Failure Factors m 35

— Resource competition with
large scale companies
Ineffective or lack of
knowledge transfer/
intellectual property
protection mechanism
Loose project definition
Incapability in international
project management
Cost control
Too much rely on local
employees

Outlines #j4F < 3
%_

m Objectives

m Structure and
Framework

m Observations &
Findings

m Conclusions

m Suggestions
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Conclusions
\“P Fm
A uccessful Offshoring Must Be ERalar Y b - F LAV

m Clear and committed long-term = 3L F 5 £ & Kok cht 4%
strategy is key to a successful - R EEMEE - R
offshormg _ ﬁﬁ#f?—/‘ﬁfﬁi%*" A fem

— Must be coincident with aE
corporate strategy "ﬁ\ vy rq.*} W eh p ’ﬁ B4 3 K 4
= Imp]ementatio_r]!fstructur? is # Jh %
desngngd by different culture gJy ’ﬁ mr’ﬂ%i‘“’ﬁi%]
Partnership engagement may
) - NHREER e AFER
reduce the entry risk b
. — M IEEIE X ehi
An effective management )F'f" 4{»%1
system RS A .? LRI LA
— Centralized system with local ks
management
— Attractive people-development
program for the key few

m |PR system is the core

Outlines 5 3F <

‘N: Objectives m Y PP
m Structure and Y =k ’-f-ﬁ??-
Framewo_rk . LR T
m Observations &
Findings
= Conclusions m &3k
m Suggestions
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Suggestions (1) - Policy 19
k() -a#eis

m The Borderless Economy: Back = ;'n 30 RS IR, ?51;: p

to market mechanism d 7 i:%‘#’ﬁ#'l

— Free for talent import and export — 4ol A A dug A eng

— Free for investment “district” — A HBFEIRTH RERTA
and “item” B v 4]

— Free for capital flow — del BF &k E

In-line with international BRSEAELEL R

regulation and legal system — he 2P, PR ¥

— Auditing, accounting, labor law pERE

Friendly infrastructure F2A#HER

— Land, utility supply, — el 3R KT R, A
transportation, labor FELE A

Clear, consistent, long-term Pre,- kit 2 EHehg £ R

industry policy - EREgmkag bR

— With vision, mission and
passion

Suggestions (Il) - company strategyl 9

() -sxrzrys

m Keep core competence m AaFPoaR d ARL B
and competitive — o A P B oA 4
advantages
— eg. Flexibility, faster time-to- w g7 4 £ LA ﬁ\nx B

ma.rket . _ ifiﬁ;#_mi" V= W &
Consistent with corporate et B FH R 4 ehI A

strategy
— Offshoring as an extension g = 4« % Er&— AP

of technology or a D m T ke A A 2% R
complimentary resource - ;??i T REFE RS
{

Cost is not the ONLY
objective

— Cost advantage won't last
for longer time
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Suggestions (l1l) - implementation 19
() - g g

=  Multinational management " BEBRFELA
expertise - RERFRgE
— Must be familiar with - RAERI R hFR
headquarter policy and culture - FIiadBAAN
— The capability to manage talents
under different culture ) VE i3 :F ® th

— Language and communication 44 lﬁP’i‘%#&-i

capability ) ?;E] ,# #, R
m Project management capability w?«riﬁm; 4
— The expertise to define project — Eadle s o 4
scope and specification among
the various sites
— The know-how of quality control

— The capability of schedule
management

Thank You
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