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Research of OEM/ODM Competence of High
Technology Industriesin Taiwan

Student : Hwe-Ting Yang Advisor : Dr. Chin-Huang Lin

Abstract

In these years, due to the global high technology industries booming growth,
make a transition of emerging nations, then how to make strategies decisions of
industrial value chain are the point of enterprises progress for high technology
enterprises improve its competence. High technology industries in Taiwan, apply
professional OEM/ODM for core competitiveness operating model are important
in global. However, should understand the meaning of OEM/ODM competence,
and the enterprises could be face its strength and weakness, make strategies
adjusting to remain competitive strength forever. This article focusing on
OEM/ODM competence of high technology industries in Taiwan, hopes the result
are helpful for enterprises operating strategies decided. Firstly, collect the
literature of OEM/ODM competence, expertise, and industries situation, inductive
relationa critical factors of OEM/ODM competence, and make the measure
OEM/ODM competence indicators, then select leader enterprises of typical note
book, cell phone and digital signal camera industries in Taiwan high technology
industries to fill expert questionnaire, after formulate and software analyze can
more understand OEM/ODM competence of high technology. From analyze AHP
(Anaytic Hierarchy Process) questionnaire find the overal OEM/ODM
competence indicators sequence of high technology industries in Taiwan are
manufacture management ability, R&D innovation ability, supply chain integrate
ability, and customer relation management ability. Due to particularity of
industries are different in these three industries which emphasis priorities of
OEM/ODM competence indicators are not same. The contribution of this article
could be provided for high technology enterprises refer to make strategies plan to
improve OEM/ODM competence.

keywords:. high technology industries, OEM/ODM competence, AHP
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Abstract

The construction of capability of a brand name is of a complex system
structure, and the solution to the problem heavily relies on the key issues thereof.
The academic discipline of system dynamics is able to comprehensively
understand the evolution of a complex system, as well as how the internal
feedback loop of the system structure influences the system behavior.  This study
is on the construction and analysis of the dynamic structure of the brand name
dynamic capability, divided into four facets, namely the flow of production, of
innovation, of service and of marketing; actual cases or academic views will be

presented for the purpose of validation.

It is the discovery of the study on the brand name dynamic capability that,
regarding production, in order to enhance the production capability of the brand
name, there should be a thorough understanding of the consumers’ demands and
offer of adiversity of customized services, as well as the improvement on product
quality and the flexible response that create the value of the brand name; in terms
of innovation, the businesses enterprise must continue improving its ability in the
process of innovation that includes the integration of resources and coordination
in addition to production process or innovation; as far as service is concerned,
there should be a thorough understanding of the customer demands of the target
market, improvement on the ability to respond and the reduction of customer
complaints in order to steadily create the service-oriented customer vaue;
regarding marketing, there should be a clear brand name image and marketing
combination based on the characteristics of the product, the maintenance of good
relations with marketing partners/channels that aids in brand name management
and marketing edge.

Keywords: brand name management, dynamic capability, brand name dynamic

capability, system dynamics
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The Dynamic Capability of Brand Names under the System Dynamics
Per spective— A Casein Point of the Laptop Computer Industry in Taiwan

1. Introduction

Taiwan has long been unable to develop its own internationally-known brand
names due to the limitation of its market scale, and because of the fact that OEM
brings sustainable profit with a limited market risk, businesses in Taiwan mostly
have been operating under the aforementioned model. Yet with the proliferation of
low-price products on the consumer market in recent years, businesses are facing
the cruel age of micro-profits. In the meantime, Taiwanese businesses have but to
earn small margin of profits because OEM clients continue lowering the price
caps on OEM manufacturers. Also, the advantage of low-cost resources that used
to belong to Taiwanese businesses is gradually replaced by countries with
substantially lower labor cost, such as China and Southeast Asian countries.
Because of the above reasons, OEM businesses in Taiwan find it more difficult to
receive orders, and many are considering the direction of developing respective
brand names, hoping to provide better corporate profit with the high added value

of the brand name.

The brand name is undoubtedly a tool with which to create consistently high
value. But the high failure ratio and threshold in the brand name battle are also
traps that most businesses ignore. The reason for brand name development lies
in the fact that owning brand names means better visibility for the associated
products, lower sales cost, increased and sustained turnovers, the room of taking
the helm in pricing, as well as more possibility to bring in talented professionals
making things easier to promote. Since it is the trend to develop independent
brand names, the businesses in Taiwan with a long-time focus on OEM should
really examine their respective resources and core capabilities in order to own
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brand name businesses, to create better performance: this should an issue
concerned by both the academia and practitioners. The purpose of the study is to
explore the relevant factors of constructing the brand name dynamic capability of
the business using the perspectives of system dynamics. This study uses relevant
historical literature on the development of brand names to explore the aspects of
the flow of manufacturing, of innovation, of marketing and of service. The

conceptual framework of the study is shown in Figure 1.

Insert Figurel about here

2. A Survey of Relevant Literature

Wernerfelt (1995) believes that the brand name of the business is a valuable
asset able to increase product demands, and that a brand name product can
communicate certain information to the consuming public that reduces the degree
of uncertainty with certain products. Keller and Lehmann (2003), on the other
hand, think that the brand name is how different manufactures differentiate their
products. Chernatony, et al (1996) further point out that the brand name is the
symbol that the consumer uses to evaluate him and others; so, the brand name
with symbolic significance illustrates that fact that it has personality. As such, the
approach of the business to cultivate product personality, image or character helps
the consumers build up the notion of the brand name that, in turn, makes the
business willing to build up its own brand names in order to compete with others

and more effective differentiation.

Dynamic capability is the new source whereby new competitive edge is
gained, and is obtained through creation, evolution and recombination of other
resources. Teece et a(1997) use high-tech businesses as research subjects, because
the belief is that high-tech businesses must count on the continual innovation in
their products in order to face the rapid changes in technologies and global
competition, and their dynamic capability is the driving force behind al this.
Eisenhardt and Martin(2000) believe that such dynamic capability means a series
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of unique and identifiable procedures, such as product development procedures,
decisions regarding the making of strategies, as well as strategic alliance, et a,
and the performance model of the capability changes in accordance with the
pulses of the market. Scholars of the past, such as Kogut and Zander(1992)
proposing "combinative capabilities'; Henderson and Cockburn(1994) suggesting
"architectural competence”; Amit and Schoemaker(1993) proposing "capabilities”,
all of which share the same concept with that of dynamic capability.

Foreign scholars have aready had extensive discussions on dynamic
capability, and scholars have extended the concept to new product development as
well as global expansion (Griffith and Harvey, 2001). Incorporating the views of
Eisenhardt and Martin(2000), Teece et a(1997) and Sher and Lee(2004), the
essence of dynamic capability should at least the following three aspects, namely

resource integration, learning about resources and resource reconfiguration.

Mody(1993) points out that cooperation and partnership are tools for
organizational learning that help businesses understand abnormal processes in
order to avoid heading towards certain strategic blind spots. Facing the
fact-changing environment, businesses obviously need to reorganize themselves,
convert their current asset structures or resources, as well as complete the relevant
conversion of internal and external resources(Amit and Schoemaker, 1993) to
effectively compete against their rivals and fulfill market demands. The capability
of resource recombination is a part of the management procedures of dynamic
capability. Businesses have to continue monitoring the market and technologies,
as well as rapidly complete the process of resource recombination or conversion

S0 as to respond to the fast-changing environment.

3. The management characteristics of the laptop computer
industry in Taiwan

Because of the withdrawal of Samsung of South Korea during the latter half
of 2006, the laptop computer manufacturers in Taiwan took over the helm
becoming the leader of OEM laptops; in the meantime, Acer, Asus and Benq
challenged the brand names of the world in 2006 with 15% of market share. In
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comparison with less than 5% of market shares in 2002, the explosive growth of

Acer and steadiness of Asus make the IT brand names of Taiwan no longer the

same in terms of their influence in the global market. The characteristics of the

laptop industry in Taiwan are as follows:

(1)High inter-industry correlations: Only a handful of manufacturers are equipped
with al the capabilities, and production value of the entire industry will be
impacted should abnormality occur in the delivery schedules of few spare-part
makers.

(2)A high degree of industrial concentration: International brand names such as
Dell, HP and Toshiba, and Acer that have fairly good performance with its own
brand name, all release OEM orders with the hope to employ outside
knowledge to enhance their own competitiveness through outsourcing.

(3)Higher profitability: Laptop computers have higher gross margins than
desktops due to technological limitations. With the intensified price wars
amongst manufacturers and faster retirement of old technologies with new ones,
the gross margins after 1999 have drastically dropped to approximately 5%.

(4)Short product life cycle: The life cycle for laptop computers is now as short as
three to six months, so new product releases become more urgent. In
comparison with others, this industry requires more accurate and solid

manufacturing capability to take the leading edge in the market.
4. System Dynamics

Either the physical system or social system is able to adopt the
microscopic angle to investigate the individual behavior and use the
macroscopic angle to investigate the entire phenomenon. But not like the
physical system, the interactive complex behavior between members of
social system is unable to be clarified by using single formula (Wolfgang,
2003); the common features of social system are the relationship of
complex non-linear network(Liu,1994; Stacey,1995; Wolfgang,2003), its
analytical level is the open restricted system of Holism; in addition, the
continued interaction between members will cause system or

organization to generate the spontaneous change, and it is the concept of
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feedback loop that interweaved by the free choice, action and result
among the cause and effect(Forrester,1958; Senge,990). Chase(1985)
aso believed that the evolutionary behavior of the industria
development system is interactively and jointly evolved on the basis of
various feedback forces in the Physics World. In addition, under the
macro-environment of the industrial development, the concerns about the
competitive advantage for brand management, or even the dynamic
capability of its survival requirement that can be generally divided into 4
aspects: manufacturing, innovation, marketing and of service. System
Dynamics is able to provide a set of simulation methods to simulate the
evolutionary behavior among the related variables, which is an ideal
approach to understand thoroughly the reason for the time-based change
in such behavior, and it is also suitable for displaying the decision
making and changing process; furthermore(Forrester,1961), it has proved
to be very useful in examining the theory of macro society (Jacobsen,
Bronson & Vekstein,1990).

5. The Construction of Cause-and-Effect Circuit
5.1 Thefour aspects of dynamic brand name capability

(1)The flow of manufacturing: With independent laptop brand names as the
beginning point, the direction of the flow considers the manufacturing
capability based on the perspectives of manufacturing strategies that help
establish brand names, such as product quality (including stability and
durability), yield, product performance/cost ratio, the degree of diversification,
the technological capability of manufacturing process, the capability of on-time

delivery, et a, al of which are factors influencing manufacturing capability.

(2)The flow of innovation: The direction of the flow mainly considers the
innovation of products and manufacturing process, such as the innovation of
functionality, of new products, the degree of R& D involvement, the match with
market trends, et a: these are the factors for this study to incorporate
innovation capability.
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(3)The flow of service: Mgor links are the speed of instant responses, capability
of problem solutions, and the degree of customer satisfaction; for example,
counts of customer complaints, the number of sales locations, the consistency
in service quality and the completeness of logistical support: these are items
relating to the flow of service.

(4)The flow of marketing: Because marketing is located downstream of the entire
value activity, it is necessary to get closer to the customers. Also, the brand
names can on the way to internationa market when the following flows are
considered: product competitiveness is high, sales channels and partnership is
in good conditions, the quality of sales professionals is improved, the

allocation of advertisements and promotion, et al.

The forming elements of the flows of manufacturing, innovation, service and
marketing are shown in Table 1. This study will make the appropriate links
amongst the relevant factors to construct the cause-and-effect circuits of the flows
of manufacturing, of innovation, of service and of marketing. Then, the
aforementioned four flows will be combined to form the dynamic

cause-and-effect circuit for brand name dynamic capability.
Insert Tablel about here

5.2 The construction of cause-and-effect feedback circuit of system
dynamics

It isthe finding of the study that businesses must ensure product stability, the
completeness of service system, sustained innovation and the level of marketing
capability in order to develop their respective brand names. The brand name
strategy is not of a single concept, and it cannot rid itself of the four aspects of
manufacturing, service, innovation and marketing. As such, the system dynamics
graph of brand name capability can be roughly divided into the cause-and-effect
circuits of the flows of manufacturing, innovation, service and marketing. Figure

2 isthe graphs of the four aspects of brand name dynamic capability.

Insert Figure 2 about here
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(1) The cause-and-effect circuit for the flow of manufacturing: the manufacturing
capability of the brand name continues expanding, yet is limited by factors
such as the degree of diversification, differentiation in customer demands, the
capability of on-time product delivery, et a, and thus inhibits the possibility of
limitless expansion. Through the analysis of using the cause-and-effect circuit,
businesses may strive to improve on key driving factors such as product quality,

the capability of manufacturing process technologies, et a.

(2)The cause-and-effect circuit for the flow of innovation: it can be
foreseen that the innovation capability can continue expanding with
no inhibiting or limiting factors. However, the aforementioned
capability is limited by the differentiation in customer demands, the
number of customer complaints, et a that also limit the expansion
of the circuit. Through the analysis of using the cause-and-effect
circuit, businesses may make effort in driving factors such as the
degree of involvement in key driving factors R & D, manufacturing
process technologies, et al.

(3)The cause-and-effect circuit for the flow of service: it can be
foreseen that limitations such as the degree of customer satisfaction,
the completeness of logistical support system and problem-solving
capability inhibit the expansion of the cause-and-effect circuit for
the flow of service. Through the analysis of the cause-and-effect
circuit, business can endeavor to improve on key driving factors
such as problem-solving capability and the performance of
on-the-job training, et al.

(4)The cause-and-effect circuit for the flow of marketing: it is seen
that the marketing capability will continue its expansion. However,
such expansion is interfered by product prices, the number of sales
locations and the ratio of resignation. Through the analysis of the
cause-and-effect circuit, businesses can work on key driving factors
such as the quality of saes personnel and the number of sales
locations, et a.
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6. Conclusion

According to the scenarios and simulation using the factors for model
construction, the four cause-and-effect circuits and the combined integrated
cause-and-effect circuit are all of positive effect, so they all should all limitlessly
expand and be unable to reach the state of stability, theoretically speaking.
However, the circuits will not continue expanding with no limits due to the

inhibiting factors within the circuits.

To brand name manufacturers, the focus should be on the cultivation of
excellent product quality that comes from solid technological capabilities, as well
as the insistence and focus of businesses on brand name development. Businesses
should enhance their brand name manufacturing capabilities by upgrading
technologies, strengthening the quality of every part of the manufacturing process,
striving to hold a more stringent and pickier attitude towards the making of brand
names than the consuming public in order to have a head start in the fierce battle
of brand names. In the process of innovation, businesses must continue enhancing
their own abilities. The innovation of consumer products should focus on the
functionality of the products, the design of fashionable appearance and the speed
of product commerciaization; the improvement on technologies and the process
of new product development should be done through orderly, sustained

organizational learning that accumulates the innovation capability for businesses.

IT and electronic products have short life cycles with a higher technol ogical
level than general consumer products, so customers value more of the service
quality of both hardware and software. In particular, maintenance/service
locations and the professional quality of service personnel are especialy crucia to
the consuming market, so businesses must pay attention to both pre- and
post-sales communication so that good brand name service can be built up to life
up the corporate image. Marketing, on another end, is an extremely complicated
issue as businesses face end consumers, because products may not sell well even
though they are innovative products with cutting-edge technologies. They are able
to be sold to the demand end of the market only when they are commercially

packaged through marketing means. Therefore, issues such as relevant skills in
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marketing, product strategies, sales channels, staffing, advertising media, financial
structure need to be carefully thought through in order to thoroughly execute the
various details of marketing capability that enhance the operating performance of

brand name management.

System dynamic Secondary data &
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Manufacturing flow
Dynamic capability of
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Marketing flow
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Figure 1: The conceptual framework of the study
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Table 1: The forming elements of the flows of manufacturing, of innovation, of

service and of marketing

Flow Forming element

Product quality, performance/cost ratio, the capabilities of manufactur
Manufacturing |process and on-time delivery, the degree of diversification, the capability
controlling key spare parts

The degree of involvement of R&D, innovation of functionality, capability

nnovation product innovation, the degree of matching market trends
The speed of instant responses, problem-solving capability, degree of custol
Service satisfaction, the completeness of logistical support, performance of on-the-

training

Product competitiveness, partnering relationship along sales channels,
Marketing quality of sales personnel, the alocation of advertisements and promoti
financial structure, number of saleslocations
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Abstract

The construction of capability of a brand name is of a complex system structure, and the
solution to the problem heavily relies on the key issues thereof. The academic discipline of system
dynamics is able to comprehensively understand the evolution of a complex system, as well as how
the internal feedback loop of the system structure influences the system behavior. This study ison
the construction and analysis of the dynamic structure of the brand name dynamic capability,
divided into four facets, namely the flow of production, of innovation, of service and of marketing;
actual cases or academic views will be presented for the purpose of validation.

It is the discovery of the study on the brand name dynamic capability that, regarding
production, in order to enhance the production capability of the brand name, there should be a
thorough understanding of the consumers’ demands and offer of a diversity of customized services,
as well as the improvement on product quality and the flexible response that create the value of the
brand name; in terms of innovation, the businesses enterprise must continue improving its ability in
the process of innovation that includes the integration of resources and coordination in addition to
production process or innovation; as far as service is concerned, there should be a thorough
understanding of the customer demands of the target market, improvement on the ability to respond
and the reduction of customer complaints in order to steadily create the service-oriented customer
value; regarding marketing, there should be a clear brand name image and marketing combination
based on the characteristics of the product, the maintenance of good relations with marketing
partners/channels that aids in brand name management and marketing edge.

Keywords: brand name management, dynamic capability, brand name dynamic capability, system
dynamics
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The Dynamic Capability of Brand Names under the System Dynamics
Perspective — A Casein Point of the Laptop Computer Industry in
Taiwan

1. Introduction

Taiwan has long been unable to devel op its own internationally-known brand names due to the
limitation of its market scale, and because of the fact that OEM brings sustainable profit with a
limited market risk, businesses in Taiwan mostly have been operating under the aforementioned
model. Yet with the proliferation of low-price products on the consumer market in recent years,
businesses are facing the cruel age of micro-profits. In the meantime, Taiwanese businesses have
but to earn small margin of profits because OEM clients continue lowering the price caps on OEM
manufacturers. Also, the advantage of low-cost resources that used to belong to Taiwanese
businesses is gradually replaced by countries with substantially lower labor cost, such as China and
Southeast Asian countries. Because of the above reasons, OEM businesses in Taiwan find it more
difficult to receive orders, and many are considering the direction of developing respective brand
names, hoping to provide better corporate profit with the high added value of the brand name.

The brand name is undoubtedly a tool with which to create consistently high value. But the
high failure ratio and threshold in the brand name battle are also traps that most businesses ignore.
The reason for brand name development lies in the fact that owning brand names means better
visibility for the associated products, lower sales cost, increased and sustained turnovers, the room
of taking the helm in pricing, as well as more possibility to bring in talented professionals making
things easier to promote.  Since it is the trend to develop independent brand names, the businesses
in Taiwan with along-time focus on OEM should really examine their respective resources and core
capabilities in order to own brand name businesses, to create better performance: this should an
issue concerned by both the academia and practitioners. The purpose of the study is to explore the
relevant factors of constructing the brand name dynamic capability of the business using the
perspectives of system dynamics. This study uses relevant historical literature on the development
of brand names to explore the aspects of the flow of manufacturing, of innovation, of marketing and
of service. The conceptual framework of the study is shown in Figure 1.

Insert Figurel about here

2. A Survey of Relevant Literature

Wernerfelt (1995) believes that the brand name of the business is a valuable asset able to
increase product demands, and that a brand name product can communicate certain information to
the consuming public that reduces the degree of uncertainty with certain products. Keller and
Lehmann (2003), on the other hand, think that the brand name is how different manufactures
differentiate their products. Chernatony, et a (1996) further point out that the brand name is the

symbol that the consumer uses to evaluate him and others; so, the brand name with symbolic
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significance illustrates that fact that it has personality. As such, the approach of the business to
cultivate product personality, image or character helps the consumers build up the notion of the
brand name that, in turn, makes the business willing to build up its own brand names in order to
compete with others and more effective differentiation.

Dynamic capability is the new source whereby new competitive edge is gained, and is obtained
through creation, evolution and recombination of other resources. Teece et a(1997) use high-tech
businesses as research subjects, because the belief is that high-tech businesses must count on the
continual innovation in their products in order to face the rapid changes in technologies and global
competition, and their dynamic capability is the driving force behind all this. Eisenhardt and
Martin(2000) believe that such dynamic capability means a series of unique and identifiable
procedures, such as product development procedures, decisions regarding the making of strategies,
as well as strategic alliance, et a, and the performance model of the capability changes in
accordance with the pulses of the market. Scholars of the past, such as Kogut and Zander(1992)
proposing "combinative capabilities’; Henderson and Cockburn(1994) suggesting "architectural
competence’; Amit and Schoemaker(1993) proposing "capabilities’, al of which share the same
concept with that of dynamic capability.

Foreign scholars have aready had extensive discussions on dynamic capability, and scholars
have extended the concept to new product development as well as globa expansion (Griffith and
Harvey, 2001). Incorporating the views of Eisenhardt and Martin(2000), Teece et a(1997) and Sher
and Lee(2004), the essence of dynamic capability should at least the following three aspects,
namely resource integration, learning about resources and resource reconfiguration.

Mody(1993) points out that cooperation and partnership are tools for organizational learning
that help businesses understand abnormal processes in order to avoid heading towards certain
strategic blind spots. Facing the fact-changing environment, businesses obviously need to
reorganize themselves, convert their current asset structures or resources, as well as complete the
relevant conversion of internal and external resources(Amit and Schoemaker, 1993) to effectively
compete against their rivals and fulfill market demands. The capability of resource recombination is
apart of the management procedures of dynamic capability. Businesses have to continue monitoring
the market and technologies, as well as rapidly complete the process of resource recombination or
conversion so as to respond to the fast-changing environment.

3. The management characteristics of the laptop computer industry in Taiwan

Because of the withdrawal of Samsung of South Korea during the latter half of 2006, the laptop
computer manufacturers in Taiwan took over the helm becoming the leader of OEM laptops; in the
meantime, Acer, Asus and Beng challenged the brand names of the world in 2006 with 15% of
market share. In comparison with less than 5% of market shares in 2002, the explosive growth of
Acer and steadiness of Asus make the IT brand names of Taiwan no longer the same in terms of
their influence in the global market. The characteristics of the laptop industry in Taiwan are as
follows:
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(DHigh inter-industry correlations: Only a handful of manufacturers are equipped with all the
capabilities, and production value of the entire industry will be impacted should abnormality
occur in the delivery schedules of few spare-part makers.

(2)A high degree of industrial concentration: International brand names such as Dell, HP and
Toshiba, and Acer that have fairly good performance with its own brand name, al release OEM
orders with the hope to employ outside knowledge to enhance their own competitiveness through
outsourcing.

(3)Higher profitability: Laptop computers have higher gross margins than desktops due to
technological limitations. With the intensified price wars amongst manufacturers and faster
retirement of old technologies with new ones, the gross margins after 1999 have drastically
dropped to approximately 5%.

(4)Short product life cycle: The life cycle for laptop computers is now as short as three to six
months, so new product releases become more urgent. In comparison with others, this industry
requires more accurate and solid manufacturing capability to take the leading edge in the market.

4. System Dynamics

Either the physical system or social system is able to adopt the microscopic angle to
investigate the individual behavior and use the macroscopic angle to investigate the
entire phenomenon. But not like the physical system, the interactive complex behavior
between members of social system is unable to be clarified by using single formula
(Wolfgang, 2003); the common features of social system are the relationship of complex
non-linear network(Liu,1994; Stacey,1995; Wolfgang,2003), its analytical level is the
open restricted system of Holism; in addition, the continued interaction between
members will cause system or organization to generate the spontaneous change, and it is
the concept of feedback loop that interweaved by the free choice, action and result among
the cause and effect(Forrester,1958; Senge,990). Chase(1985) also believed that the
evolutionary behavior of the industrial development system is interactively and jointly
evolved on the basis of various feedback forces in the Physics World. In addition, under
the macro-environment of the industrial development, the concerns about the competitive
advantage for brand management, or even the dynamic capability of its survival
requirement that can be generally divided into 4 aspects. manufacturing, innovation,
marketing and of service. System Dynamics is able to provide a set of simulation methods
to simulate the evolutionary behavior among the related variables, which is an ideal
approach to understand thoroughly the reason for the time-based change in such behavior,
and it is also suitable for displaying the decision making and changing process;
furthermore(Forrester,1961), it has proved to be very useful in examining the theory of
macro society (Jacobsen, Bronson & Vekstein,1990).

5. The Construction of Cause-and-Effect Circuit

5.1 Thefour aspects of dynamic brand name capability

(1) The flow of manufacturing: With independent laptop brand names as the beginning point, the
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direction of the flow considers the manufacturing capability based on the perspectives of
manufacturing strategies that help establish brand names, such as product quality (including
stability and durability), yield, product performance/cost ratio, the degree of diversification, the
technological capability of manufacturing process, the capability of on-time delivery, et a, al of
which are factors influencing manufacturing capability.

(2)The flow of innovation: The direction of the flow mainly considers the innovation of products
and manufacturing process, such as the innovation of functionality, of new products, the degree
of R&D involvement, the match with market trends, et a: these are the factors for this study to
incorporate innovation capability.

(3)The flow of servicee Mgor links are the speed of instant responses, capability of problem
solutions, and  the degree of customer satisfaction; for example, counts of customer complaints,
the number of sales locations, the consistency in service quality and the completeness of
logistical support: these are items relating to the flow of service.

(4)The flow of marketing: Because marketing is located downstream of the entire value activity, it
is necessary to get closer to the customers. Also, the brand names can on the way to international
market when the following flows are considered: product competitiveness is high, sales channels
and partnership is in good conditions, the quality of sales professionals is improved, the
allocation of advertisements and promotion, et al.

The forming elements of the flows of manufacturing, innovation, service and marketing are
shown in Table 1. This study will make the appropriate links amongst the relevant factors to
construct the cause-and-effect circuits of the flows of manufacturing, of innovation, of service and
of marketing. Then, the aforementioned four flows will be combined to form the dynamic
cause-and-effect circuit for brand name dynamic capability.

Insert Tablel about here

5.2 The construction of cause-and-effect feedback circuit of system dynamics

It is the finding of the study that businesses must ensure product stability, the completeness of
service system, sustained innovation and the level of marketing capability in order to develop their
respective brand names. The brand name strategy is not of a single concept, and it cannot rid itself
of the four aspects of manufacturing, service, innovation and marketing. As such, the system
dynamics graph of brand name capability can be roughly divided into the cause-and-effect circuits
of the flows of manufacturing, innovation, service and marketing. Figure 2 is the graphs of the four
aspects of brand name dynamic capability.

Insert Figure 2 about here

(1) The cause-and-effect circuit for the flow of manufacturing: the manufacturing capability of the
brand name continues expanding, yet is limited by factors such as the degree of diversification,
differentiation in customer demands, the capability of on-time product delivery, et a, and thus
inhibits the possibility of limitless expansion. Through the analysis of using the cause-and-effect
circuit, businesses may strive to improve on key driving factors such as product quality, the
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capability of manufacturing process technologies, et al.

(2)The cause-and-effect circuit for the flow of innovation: it can be foreseen that the
innovation capability can continue expanding with no inhibiting or limiting factors.
However, the aforementioned capability is limited by the differentiation in
customer demands, the number of customer complaints, et a that also limit the
expansion of the circuit. Through the analysis of using the cause-and-effect circuit,
businesses may make effort in driving factors such as the degree of involvement in
key driving factors R & D, manufacturing process technologies, et al.

(3)The cause-and-effect circuit for the flow of service: it can be foreseen that
limitations such as the degree of customer satisfaction, the completeness of
logistical support system and problem-solving capability inhibit the expansion of
the cause-and-effect circuit for the flow of service. Through the analysis of the
cause-and-effect circuit, business can endeavor to improve on key driving factors
such as problem-solving capability and the performance of on-the-job training, et
al.

(4)The cause-and-effect circuit for the flow of marketing: it is seen that the marketing
capability will continue its expansion. However, such expansion is interfered by
product prices, the number of sales locations and the ratio of resignation. Through
the anaysis of the cause-and-effect circuit, businesses can work on key driving
factors such as the quality of sales personnel and the number of sales locations, et
al.

6. Conclusion

According to the scenarios and simulation using the factors for model construction, the four
cause-and-effect circuits and the combined integrated cause-and-effect circuit are al of positive
effect, so they al should al limitlessly expand and be unable to reach the state of stability,
theoretically speaking. However, the circuits will not continue expanding with no limits due to the
inhibiting factors within the circuits.

To brand name manufacturers, the focus should be on the cultivation of excellent product
quality that comes from solid technological capabilities, as well as the insistence and focus of
businesses on brand name development. Businesses should enhance their brand name
manufacturing capabilities by upgrading technologies, strengthening the quality of every part of the
manufacturing process, striving to hold a more stringent and pickier attitude towards the making of
brand names than the consuming public in order to have a head start in the fierce battle of brand
names. In the process of innovation, businesses must continue enhancing their own abilities. The
innovation of consumer products should focus on the functionality of the products, the design of
fashionable appearance and the speed of product commercialization; the improvement on
technol ogies and the process of new product devel opment should be done through orderly, sustained
organizational learning that accumulates the innovation capability for businesses.

IT and electronic products have short life cycles with a higher technological level than general
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consumer products, so customers value more of the service quality of both hardware and software.
In particular, maintenance/service locations and the professional quality of service personnel are
especialy crucia to the consuming market, so businesses must pay attention to both pre- and
post-sales communication so that good brand name service can be built up to life up the corporate
image. Marketing, on another end, is an extremely complicated issue as businesses face end
consumers, because products may not sell well even though they are innovative products with
cutting-edge technologies. They are able to be sold to the demand end of the market only when they
are commercially packaged through marketing means. Therefore, issues such as relevant skills in
marketing, product strategies, sales channels, staffing, advertising media, financial structure need to
be carefully thought through in order to thoroughly execute the various details of marketing
capability that enhance the operating performance of brand name management.
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Figure 2 : The four aspects of brand name dynamic capability

Table 1: The forming elements of the flows of manufacturing, of innovation, of service and of
marketing

Flow Forming element

Product quality, performance/cost ratio, the capabilities of manufacturing
Manufacturing |process and on-time delivery, the degree of diversification, the capability of
controlling key spare parts

The degree of involvement of R&D, innovation of functionality, capability of

nnovation product innovation, the degree of matching market trends
The speed of instant responses, problem-solving capability, degree of customer
Service satisfaction, the completeness of logistical support, performance of on-the-job

training

Product competitiveness, partnering relationship along sales channels, the
Marketing quality of sales personnel, the alocation of advertisements and promotion,
financial structure, number of saleslocations
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