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Chapter 1：Research Background 

1.1 Industry Background 
Automobile market, as known, is a huge market that composes several small 

segments and layers. Just like a chain, while one of them has some changes, all of 
them will follow. 

This research is going to study about a small size company which is located in 
the fourth layer, After Market. Before going directly to the target segment, we will 
first introduce the whole business situation and then define the after market and 
describe Taiwan after market.  

 

1.1.1 Global Automobile Market Situation 
Starting from year 2000, the high fuel price and the low labor costs in China and 

other developing countries has made the North American and European automobile 
Markets stop growing and suffered. But China, on the contrast, hit the historical 
highest selling and production points in year 2006. 

American car manufacturers, Ford, announced that it lost US$12.7 billions in 
year 2006, refreshed the highest record in automobile industry that General Motor 
made in year 2005(lost US dollar 10.6 billions). The big lost was basically from the 
lay-off and reengineering. Of course, serious sales drop, 24%, in North American 
Market is the big hit, too. Ford itself estimated that it will lose the second player in 
year 2007 in North American Market and falls to number 4, behind GM, Toyota, and 
DaimlerChrysler. (2007/01/27, Epochtimes Report; 2007/01/28 Xinhuanet Report.) 

West European market did not perform well in year 2006 and the Eastern 
European countries, such as Latvia and Lithuania, grew and became the growth power 
in the total European Market. From the statistics of ACEA (the European Automobile 
Manufacture Association), the past eleven months in year 2006, the sales growth rate 
of European cars was less than 1% (2006 Yahoo Global Car Market Report.) 

China Automobile market size is over Japan; becomes the world number three in 
2006. According to China Association of Automobile Manufacturers, China car 
production reached five million and seventy six thousand ones in year 2005, increased 
13.54%. (2006/1/16 Japan research).Compared to North American and European 
markets, China’s growth confirmed its position as the super star in Automobile 
industry indeed. On the other hand, American and European automobile giants, sat 
and discussed about the challenges of “do or die”. Therefore, merge or bankruptcy 
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gossips became the most popular topics in the stock and car markets. 
 

1.1.2 After Market 
Auto parts and accessories industry has multiply levels with lots of outsourcing 

jobs and subcontracts. It is also called “After Market” in automotive world. According 
to “Wikipedia”, the free encyclopedia, the latest definition: “AM is an umbrella term 
for the collective network of vendors who design and sell vehicular components that 
are intended to replace the stock manufacturer’s parts.” (Aftermarket Definition, 
Wikipedia ) 

Two main reasons for this market to have sustainable growth are (1) to alter the 
vehicle’s appearance or performance and (2) to replace the stock item straightly at a 
lower price, with no intention to cause any changes in the original car models. 

 

1.1.3 Taiwan Auto Parts and Accessories Market 
Taiwan is an established information technology dynamo, making aggressive 

inroad into the explosive automotive sector. Annual production of the island’s 
automobile parts and accessories has reached US$5,356 millions in Year 2005 (Figure 
1) and showed the potential to grow continuously.  
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Figure 1: Production Value of Taiwan Auto Parts and Accessories1 
                                                 

 1 Sales of Auto Accessories such as tires, audio-visual & Telecommunication systems, 

GPS, Air conditioning systems, glass products, auto lamps, batteries, and auto electrical 

parts (US$893 million in Year 2005) are “NOT” included. 
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Source from: Ministry of Economic Affairs, Taiwan & Taiwan Transportation 
Vehicle Manufacturers Association. 

Taiwan players are mostly small or medium enterprises in this market. They have 
the strengths of “small quantity with variety” and “flexible production”. After 
investing a lot in R&D in the couple years, some of the subcategories players have the 
competitiveness in the global market already. 

Although the impact of raising fuel prices is very serious in the whole 
automotive business, the exporting amount of Taiwan auto parts & accessories is still 
keeping on growing and the production amount maintains between NT$122 ~ 170 
billions. In year 2005, it even reached the historic high production amount at 
NT$171.4 billions. (Table 1) 
 

Table 1：Auto parts and accessories exporting amount table  
Source from Taiwan Transportation Vehicle Manufacturers Association 

Year 1998 1999 2000 2001 2002 2003 2004 2005

Export Amount 69.0$     73.6$     74.6$     79.0$     91.2$     107.8$    127.3$ 128.0$    

Growth Rate 0.73% 5.95% 1.36% 5.88% 15.44% 18.20% 18.09% 0.55%

Unit: NT$ Billion

 
From year 2004 to year 2006, the top three importing markets of auto parts and 

accessories are U.S.A., China, and Japan. The U.S.A. market contributed around 
37.58% in the exporting amount. (2007 Taiwan Transportation Vehicle Manufacturers 
Association Report.)  

 

1.1.4 Small and Medium Enterprises in Auto Parts and 

Accessories Industry. 
“The skyrocketing costs of steel and petroleum-based products, such as plastics, 

have hit suppliers hard. Even worse, higher material costs have pushed some 
suppliers into bankruptcy”. (2007, Auto Parts & Remodeling Accessories, VOL.2, 
P.62) 

Although the official numbers presented from Taiwan Transportation Vehicle 
Manufacturers Association show the growing trend in Taiwan exporting amount, most 
of Taiwan small and medium auto parts and accessories suppliers are still “under the 
red ocean”, suffer from the price competitions and might be kicked out from the 
market if they could not reorganize or adjust themselves in the short time. 
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Auto parts and accessories market is very trendy. In the previous years, car 
manufacturers, such as Ford, might launch a new car every year. But now, because of 
the car market competitions, all the players speed up to have kinds of new products to 
attract consumers’ attentions and maintain their mind shares. Upper stream changes, 
so does the down stream. More and more auto parts and accessory products’ shelf 
lives are less than 6 months; which means their suppliers are forced to follow this 
trend, speeding up to have the latest items, spending more time and money in new 
product development without profitable guarantee. On the other hand, as long as new 
items launched, older items are mostly dead. Consumers don’t want to keep the old 
items displayed or installed in their cars anymore. Suddenly, lots of clearance 
promotions are hold in the market but seldom of them could work. For Taiwan small 
and medium AM suppliers, these two operational difficulties, marketing budget 
control and inventory management become two bombs for their business since they 
might explode anytime. 

About the market competition, lots of Taiwan small and medium players injured 
and lost their customers due to the price issues. Although “made in Taiwan” might 
equal to higher product quality but it also has the image of higher price. This image 
makes the “pure” Taiwan suppliers very hard to keep their customers, especially 
North American and Middle East ones; those have big buying quantities in hand. 
China items’ prices are around half or one-third of Taiwan ones. That situation makes 
lots of Taiwan suppliers have their sales values and profits dropped seriously. In the 
recent years, China suppliers join more and more international trade shows. They send 
out the aggressive, well communicated, English spoken sales people worldwide. And 
China governments, from local ones to central, offer kinds of support and hold 
different campaigns to attract international buyers to visit Chinese suppliers. On the 
contrast, Taiwan suppliers have to spend their own budgets without any official 
supports. 
 

1.2 Why IT Portfolios Management is Important 

in Auto Parts and Accessories Industry 
There are more than thirty thousand parts and accessories in one car. And 

currently, hundreds of car brands and models are existed in the Car Market. Suppliers 
in the auto parts and accessories market, which reply on tier one market (car market) 
either have kinds of car models for a specific car part or carry variety of car parts and 
accessories for customers to choose. 

In this kind of business, the quantity of the products keeps on growing while the 
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business grows and the information inputs and operational analysis jobs will increase 
at the same time for sure. Especially while the company gets the stable growth and 
needs a “jump” to break through the business bottle neck to next level. The 
complicated business information will become the turning point for managers to deal 
with. Therefore, managers will need a suitable IT management tool to help them 
control the whole business process; so that they could make the right decisions in the 
competitive market and operate for long term; or, they will be exhausted from it and 
make the business going down without noticing. 

 

1.2.1 Research Questions & Tasks 
Seldom people will link the term “strategy” with small and medium enterprises 

(SMEs). Most of the people might think that belongs to international companies or big 
local giants only. They are the ones who have kinds of resources to handle with 
strategy planning, executions, and auditing. Same situation while talking about the IT 
strategy, most of SMEs could not think about it since they are busy for surviving. Like 
Taiwan auto parts and accessories suppliers, there are thousands of them are marked 
as SMEs.  

Also, most of the SMEs don’t have enough knowledge about IT, not matter is 
software or hardware. They feel uncomfortable to discuss about business issues 
related to computer. At last, money and time consuming is the biggest concern for 
these SMEs. However, to keep on being in the market and work for long term, IT 
Portfolios Management or IT Strategy is exactly the key for them to solve their 
problems. This is the “to do or not to do dilemma” for SMES. So the first question the 
research has is: 

“How should a SME (in Auto parts and accessories market) build its IT 
strategies and solve its IT strategy dilemma?” 

After building up its own strategies with a more manageable, systematic, 
measurable method, it will need to set up the execution plans and make sure that it 
will not spend the energy in the wrong ways. Therefore, the following questions are: 

“What IT tools should a SME use to create the strategic values while solving 
the specific issue within its business operations?” 

If the members of the SMEs are not from IT background, and they don’t know 
what IT tools or knowledge in the market that they should have in order to support the 
business management process; how should they choose the right IT tools so that they 
don’t waste money and time? 

Assuming the SME gets all the tools and creates the projects it needs, the next 
important decision that it has to make is “How to allocate the budgets and set up 
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the IT project priority list?”  
To answer the above three key questions, this research is going to use “Strategy 

Map” , which has one perspective relates to IT management, as the approach; and take 
the case of Space Gear Industrial Ltd., a micro-size business player in Auto parts and 
accessories industry, as an example to run the excises mentioned. We will see how this 
SME finds out the ways to focus on its most important IT projects, and solve the 
urgent problems, make sure it does get a better customer management process. 
 

 
 
 
 
 
 


