
Chapter 6 Conclusions 
 
 

6.1. Value Chain Appropriation  
 
The traditional strengths of Taiwanese IT enterprises are clearly inclined toward 

the production end of the value chain. When considering a business model for entry 
into an emerging market, the firm typically will choose to complement its 
manufacturing and design strengths, including product design and development, 
supply chain management, and industrial process design and management, by 
securing relationships with companies which exhibit strengths tending toward the 
consumption end. This especially holds true when the target market is difficult to 
analyze; a recently liberalized economy, for example, taking its first tentative steps 
toward a free market, one with an ambiguous regulatory environment, unproven 
distribution and payment mechanisms, and enormous, but largely unrealized, demand 
potential. Under such conditions, it is natural for the Taiwanese firm (or any foreign 
partner) to prioritize operational ability, and coordinated operational effectiveness 
between the partners, at the expense of other desirable characteristics. At the basic 
operational level, trust is more akin to reliability; important in itself, but not to be 
equated with trust as it pertains to larger, strategic issues.  

 
By applying a strict functional segregation, the Taiwanese company also places 

limits on what specific technology transfer is required to make the operation a success. 
Survey results in no case suggest that the Taiwanese firm, upon first entering the 
partnership, was thinking beyond the immediate objective of penetrating a new 
market. As the passive element, there was little need to promise too much, either in 
immediate resource investment or of opportunity for future partnership development. 
Indeed, the uncertainty of the business climate by itself probably precluded much in 
the way of long-term strategic thinking. 

 
 The research attributes to the Russians a set of motivations largely dissimilar 

from those of the Taiwanese. Commonly cited motivations for Russian partners (as 
identified by Taiwanese firms) include knowledge and technology transfer; 
manufacturing technology, skills and processes; marketing sales and knowledge 
(skills) and skills transfer, and marketing support (mentioned in this fashion, as 
‘support’ rather than as ‘skills’ by only the Cellink representative). Alongside 
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operational needs, the Russian side clearly has held long-term strategic objectives 
from the beginning, and has made them known. A more intimate, better-informed 
understanding of Russian business and market conditions certainly explains some part 
of this proclivity.  

 
It is fair to say that, under the prevailing conditions of the past fifteen years, 

decision-making authority generally has rested with, or inclined toward the Taiwanese 
side. But several changes are occurring that will continue to weaken this authority. As 
the Russian market continue to gain traction and to register as a target on the 
consciousness of the global business community, and the region’s resources are more 
effectively allocated toward market-oriented outcomes and barriers are lowered, more 
negotiating power will accrue to those Russian firms with rare and valuable assets. 
Russian partners will have more leverage with which to negotiate knowledge and 
technology transfer agreements, and may even be able to secure capital funding as a 
condition of cooperation. The nature of the contract is bound to change, and control of 
large portions of the value chain will be contested regularly. 

 
Given the above, what can Taiwanese firms do to initiate, design and manage 

these partnerships and alliances more advantageously? The challenges remain firmly 
grounded on questions of information and trust. 

 
 

6.2. Recommendations for Taiwanese Companies 
 

6.2.1. Commitment and Strategic Thinking 
 
This research finds that the typical Taiwanese IT company now present in the 

Russian market did not pursue a considered deliberative strategy in arriving there. In 
nearly every case, general realization of the potential future technological needs of an 
enormous region (post-Soviet Russia and the CIS) waiting to undergo economic 
liberalization and wide scale industrialization and infrastructure build-out, combined 
fortuitously with a prompt from either a distribution-oriented Russian partner or an 
individual with particular market- or product-related knowledge, to facilitate the move. 
Aside from the obvious strengths of Taiwanese IT firms, other important factors have 
determined the success to date of the companies in the sample, low barriers to entry 
(little required investment, minimal competition) and strict focus upon core 
competencies being chief among them. 
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 It is important to recognize that those prospective Russian partners seeking and 

obtaining product supply through contact and partnership with Taiwanese firms, 
particularly in the early post-Soviet era, were among the few local entities that 
possessed relevant assets. They already had undergone a process of ‘natural selection’, 
and were emerging from an insular environment to aggressively court exposure. They 
therefore amounted as a group to the most capable and dynamic in the region. The 
degrees of success in the marketplace exhibited by the sample partnerships are surely 
a function of this advantageous fact. Consider the high level of ignorance displayed 
by most Taiwanese firms vis-a vis the Russian language, culture, and market, and the 
lack of specific, localized knowledge concerning the gamut of business operations, 
from customs clearance and other mundane logistical functions to distribution, 
marketing and the regulatory environment. 

  
This is not to suggest that Taiwanese producers have erred in pursuing a pure 

export-driven model over the past fifteen years, with a neat separation between 
production and distribution (and the other segments that lie closer to the consumer 
along the value chain) apparent in most cases. This focus upon core competencies has 
generated efficiencies and reduced significantly the risk of failure. A prolongation of 
similar business conditions would perhaps validate the model’s continued application.   

 
However, business and business models do not exist in a vacuum. The 

economies of former Soviet states, including Russia, the CIS and the Baltic States, as 
well as those of geographically and culturally contiguous Eastern Europe, are 
developing at speed. Manufacturing and other infrastructure are materializing. Quality 
human resources are gravitating ever more rapidly to commerce and market-driven 
industry, as a society largely immersed in a collective mind-set far longer than the 
historically brief 80-year Soviet era undergoes a change in fundamental perceptions. 
Russian firms are eager to capitalize on the untapped reservoir of highly educated, 
technically erudite knowledge workers in Russia and the CIS, perhaps utilizing 
technology-, production- and marketing-related skills attained through transfer from 
overseas partners, to manufacture and market their own high quality IT products. 
Much of the low-hanging fruit has been picked. 

 
The prizes (significant market positions in what may prove to be the fastest 

growing IT markets, ex-China, over the next decades) are far too valuable to be 
hazarded by relying upon vague flashes of insight, combined with historical 
coincidence and a passive approach. As competition from both overseas entities and 
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local players increases, it is a stretch to assume the current business model will be 
adequate to achieve growth objectives over the long run. The haphazard, under 
informed decision processes that have characterized Russian market penetration by 
Taiwanese firms in the past, and which have engendered business activity largely 
unsupported by significant resource investment from the Taiwanese side, will not 
suffice in the future. They must give way to more strategic, well-reasoned methods. 

 
6.2.2. Language as a Fundament 

 
Elementary to future prospects in the region is greater resource investment, and 

a concomitant focus on research. Russian language fluency is a necessary 
fundamental ability for at least one or two staff, both at firms considering initial 
market entry and at established players seeking to appropriate a greater portion of the 
value chain, or in other ways to manage or modify a dynamic partnership. As potential 
partner evaluation and partnership management become increasingly important to 
market success, and given the existing propensity for partner conflict over channels, 
information sharing, and pricing policy, the lack of basic language capacity, an 
essential tool for research, evaluation and communication of every sort, will become a 
serious error, and create an untenable business risk. Language barriers will also be 
eliminated as an explanation for not sharing information. 

 
6.2.3. Knowledge as a Tool  

 
The research indicates that lack of local knowledge of every sort leads to over-

dependence by Taiwanese firms upon the local partner(s). It is detrimental to the 
Taiwanese partner in various ways, and is being utilized as leverage by Russian 
partners against their Taiwanese partners from the sample. The implications of local 
knowledge deficiency are clear for both cooperative support efforts (for example, the 
marketing and sales support, or after-sales service training sometimes rendered on 
behalf of the Russian partner by the Taiwanese), and especially in the case of 
competition between the partners for value appropriation. 

 
The disequilibria that now characterize Taiwanese-Russian business 

partnerships will lessen. Competition will become keener, as Taiwanese firms pursue 
sales- and marketing-derived value, and their Russian partners move into 
manufacturing and assembly. With few exceptions, Taiwanese companies will be 
forced to think more strategically about these relationships from the beginning, as 
their Russian partners have. This can be viewed a positive development for Taiwanese 
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firms that are serious about post-Soviet markets. Hardened by years of intense 
competition from Japanese and Korean manufacturers, Taiwanese IT firms possess 
operational assets that could prove to be a formidable advantage, especially in 
combination with genuine commitment to the region. Strategic cross-border alliances, 
characterized by both long-term planning and incremental goals and evaluation 
mechanisms, and by management with common, clearly articulated vision and 
objectives, are going to displace the simple export model.  

 
Prerequisite to this is the need for localization, in the forms of human resources, 

and (by extension, to large degree) market and regulatory research and analysis. 
Several firms from the sample possess the capacity for such research, in the forms of 
human assets and/or established presence in the market; at least one company from 
the sample already has opted to outsource the research function to a consultancy, a 
route that has proven historically unpopular with Taiwanese firms, who find it painful 
to fund such efforts. Whatever the method employed, Taiwanese firms need to acquire 
and retain the assets necessary to participate on an equal level in strategic decisions.   

 
 

6. 3. Suggestions for Further Research  
 
Discussion of further research in related areas comprises two topics, subject 

matter and methods. As the object of analysis should first be defined before choosing, 
or designing, the tools used for analysis, subject matter takes priority. 

 
The nascent evolution of partner relationships into more complex forms renders 

the study of Taiwanese-Russian strategic alliances a promising target for future 
research. The dynamics of Russian economic and market development will to a 
significant degree dictate this evolution. Other important factors might include the 
continued shift of Taiwanese manufacturers away from OEM and toward branded 
product (and all that implies, in terms of value appropriation), the rise of Russia as an 
important IT manufacturer in its own right, and the influence of Russia’s massive 
neighbor, China, as it leverages cost and logistical advantages to challenge for market 
share. 

 
Those companies/partnerships that have distinguished themselves from the 

typical firm in the survey (for example, through unusual commitment of 
resources/established presence, extraordinary market success, or a particularly well 
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managed partnership characterized by high levels of trust and information exchange) 
are likely candidates for further case studies. This last category may be the most 
relevant to the future success of Taiwanese companies in Russian markets.  

 
The researcher was very fortunate, and very determined, to obtain the survey 

data for this thesis. The survey sample includes more than 80% of the original survey 
target list. The sensitive, and in many cases privileged, nature of much of the data 
suggest that such a positive response cannot be taken for granted. Additionally, it 
required that inductive reasoning be used to construct a general paradigm of the 
evolving nature of these relationships, of the qualities that enhance their effectiveness 
and desirability, of common areas of conflict and their prospective resolutions, and the 
essential value-driven considerations that render the model valid.    

 
The data is reliable, and in most cases comprehensive, in the sense that the 

respondent for a particular firm provided a complete, or near-complete, set of answers 
to the survey. It is primarily qualitative in nature, and the research thereby invites 
criticism for a lack of comparison based on measurable information. A survey that 
includes a section or two requiring ranked responses might be a powerful tool for 
metrics-based analytics, now that certain important areas have been identified. 

 
Queries that require a subjective response from one partner about the other may 

lack desired levels of validity. In an ideal situation, the questions would be forwarded 
from one partner to the other. The Russian partners’ perspectives on these issues 
would make for another interesting and educational research objective.  


