
‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

!

!

7�_u<@7Á���®c@��:��

�:@�ªa 
 
 
 
 

/zs±´&0���+�6�(i  
Determinants of Trucking Companies’ Strategies in Taiwan 

 
 
 
 
 
 
 
 
 
 

VF`X� >"�-:�
 
 

�����W, [ 
 
 
 
 
 


�r7 105I 1g 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

!

! i!

ACKNOWLEDGEMENTS 
 
 The completion of this research paper would not have been possible without the 

participation and support of many people whose names may not all be enumerated. 

Sincere thanks to my adviser, professor Su, for continuously offering me guidance and 

reading my countless revisions with patience. Thanks to Chengchi University for 

providing the materials I needed to complete this research. Also thanks to the anonymous 

managers who allowed me to interview them. Finally, thanks to my parents and friends, 

for assisting, encouraging, and walking along me in this journey. 
 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

!

! ii!

Z¥ 
 

 s±´m����¸{/z��yH�n<�¬��Â~�+�À���

Y�³��m¨;$ ��d�+·thdºEs±´&0�¥S²�43�

!���=q�UShs±´&0�¦1�N�T²	1�43h	1���

�J��B���³���SY'��jo|v§¹¨;³��m¤����«� 

 Cf}É^8T²»¾�s±´&0�³���K�������Àa�

�§³��m�´���°O���l���v�§d�È6�MÆ&0£

��&0¡{��.�mS¢��5Ç������m��P�&0S\h�¯x�

�pL2ÄpL�*J¼
�Ã�M#�m¿�¡{����J�S����R

©¶%µJDwbk�GÅ������R©8]A��e�Q)����
��

m9��ª�¯x9��ª��*J9��ª� 

 

À½?�s±´m��m9��ª�¯x9��ª��*J9��ª 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

!

! iii!

ABSTRACT 
 

 The trucking industry has been a major contributor to Taiwan’s economy for 

decades. Previous research concerning strategic management practiced in the industry, 

while insightful, did not pay enough attention to the specific commodity primarily carried 

by trucking companies. The generalization that all trucking companies carry the same 

commodity neglects the fact that competitive intensity varies considerably within the 

industry depending on the commodity carried. Consequently, many phenomenons could 

not be explained using frameworks from previous researches.  

 This study concentrates on trucking companies primarily carrying steel and 

extends various disciplines from the strategic management literature to the trucking 

industry. Using the qualitative method of case study, this research attempts to understand 

the underlying drivers of firm performances and behaviors in addition to challenges faced 

by the industry. The findings suggest that industry conditions, firm resource portfolio, 

and formal and informal institutions collectively affect the behaviors and competition in 

the industry, therefore managers should avoid focusing on a single strategy and bear in 

mind the industry-based view, the resource-based view, and the institution-based view. 

 

Keywords: trucking industry, the industry-based view, the resource-based view, 

institution-based view 
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CHAPTER 1  

INTRODUCTION 
 

1.1 RESEARCH BACKGROUND 
  

 As a country that relies heavily on foreign trade for its economic growth, Taiwan 

has always required the service of logistics to move raw materials, work in progress, and 

finished goods around the country. Logistics involves transportation, warehousing, and 

the management of goods, all of which are essential to the flow of goods. In fact, it would 

not be too far-fetched to say one can often tell the outlook of the economy just by looking 

at the flow of goods within the country. Nonetheless, there are various modes of 

transportation and literally thousands of goods being transported everyday. The author of 

this paper will focus specifically on trucks primarily carrying steel in Taiwan for two 

reasons.  

To begin, steel is one of the most important resources in the 21st century. Industries 

ranging from construction, automotive, and mechanical machinery all require the use of 

steel. From houses to skyscrapers to bridges and railroads, steel has continued to provide 

the properties of strength, sustainability, and versatility these projects need. As UN’s 

forecast of world population expecting to reach 8.5 billion by 2030 (UN News Centre), 

buildings, infrastructures, and cars will increase inevitably. This rapid urbanization will 

no doubt also increase the demand for steel. Due to the aforementioned reasons, the 

author finds steel to be representative of the logistics field. In addition, out of 98% of the 

steel produced worldwide, Taiwan has continually ranked 12th in the production of steel 

(World Steel Association). A research in the transportation of steel will certainly offer 

fruitful insights on the country’s strategic direction in the future. 

Secondly, as a common operation in logistics, trucking is also vital to the growth of 

the economy. The author chooses to focus on trucking because trucking is the most 

popular means of transporting goods in Taiwan. Whether it is that distances between 

destinations are not long enough to begin with in Taiwan or that trucking is more cost 

efficient, the answer to this phenomenon shall come to light in this research. Furthermore, 
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since goods transported by trucks captures a large proportion of goods used and 

consumed domestically compared to other means of transportation, it paints a clear 

picture of consumers’ confidence and hence the domestic economy. In short, a research 

in strategic dominants of trucking companies primarily hauling steel should prove 

beneficial to both the steel industry and Taiwan’s economy. 

 

1.2  RESEARCH MOTIVATION 

 

 The transportation industry as a whole has been facing numerous challenges over 

the past few years. During the aftermath of the 2008 financial crisis, domestic business 

environment began to worsen. In addition to the decrease in consumption demand, a lot 

of manufacturers originally located in Taiwan opted to move to China and other 

Southeast Asian countries where labor costs were cheaper. As consumption dropped and 

the relocation of traditional labor-intensive industries sped up, the volume of goods 

needed to be transported also plunged, and that included the volume of steel as well. As a 

result of market size shrinkage, a lot of companies went out of business. Assistance from 

the government was needed more than ever, but with no avail. Companies desperately 

needed a strategic direction in order to survive in the trucking industry.  

 A major complaint from the industry besides receiving no assistance from the 

government is that transportation policies have been unclear, incrementing unnecessary 

cost to many companies’ daily operation. As an industry regulated significantly by the 

government, the for-hire trucking industry is required to follow an abundance of 

regulations, ranging from capital requirements to pricing and parking. However, most of 

the regulations were made in the 60s and have not been updated significantly since. Not 

only was economic environment considerably different compared to the ones faced by the 

industry today, but the advancement of technology has also drastically changed the 

scenes of operation. For example, a particular regulation required trucks to park in 

industrial areas, but due to the limited amount of lands in Taiwan, trucking companies 

often have to seek the assistance of brokers for lands that may or may not qualify for 

industrial areas. Consequently, many companies in the industry today have to operate in 

gray areas similar to the example shown. Although the government has made promises to 
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improve for-hire trucking industry’s operating conditions through deregulation, execution 

has rarely been followed through. As a result, the industry grows even more dissatisfied 

with the government. 

 As Taiwan rides the wave of globalization through the accession into the World 

Trade Organization (WTO) in 2002 and the signing of Economic Cooperation 

Framework Agreement (ECFA) in 2010, the operation of for-hire trucking industry will 

inevitably be affected by the integration. Even though both agreements aimed to increase 

trade in goods and services for the country, they also created opportunities for new 

players in the economy. These factors will not only change the cost of acquiring trucks, 

the wages of drivers, and safety risks to the society, but also transform the dynamics of 

competition in the industry. Since it is the government’s job to ensure fair competition, 

the government also has the responsibility to update regulations and reduce uncertainty in 

the environment. Obsolete regulations will no longer have any place but impede the 

development of the for-hire trucking industry. Nonetheless, often times the government is 

only interested in enforcing the regulations without realizing the regulations are obsolete. 

And the corollary to that is that incumbents will miss the real benefits brought about by 

the international treaties. 

 

1.3 RESEARCH QUESTION AND PURPOSE 
  

 Based on the importance of for-hire trucking industry in Taiwan and the 

challenges faced by the industry, there would seem to be more researches on this topic. 

However, researches on trucking companies were mostly dedicated to freight forwarder 

and parcel services. Literally none of the researches pays attention to the for-hire trucking 

industry with a focus on steel. Nevertheless, the author believes an improvement in the 

industry will yield benefits to the society. Using the method of qualitative research, the 

objective of this paper is to approach the for-hire trucking industry through the 

perspectives of firm CEOs and study how their experiences determine their strategic 

making process. Through the understanding of the industry-based view, the resource-

based view, and the institution-based view, the author will investigate factors 
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contributing to firm competitiveness and what they imply for firms wishing to achieve 

long-term profitability and mortality.   

 

1.4 DEFINING KEY CONCEPTS 
  

 As mentioned before, the frameworks of the industry-based view, resource-based 

view, and institution-based view will be drawn upon regularly to enhance the author’s 

understanding of firm owners’ personal experiences. Here the author will briefly define 

each framework and list questions usually asked in each analysis. Further explanations 

will be clarified in Chapter 2: Literature Review.  

 

1.4.1 The Industry-Based View 
 The industry-based view states that the average level of profitability in the 

medium to long run will be determined by the intensity of competitions. The intensity of 

competitions will be driven by industry structure, which is most famously consisted of 

five forces. They include the forces of suppliers, buyers, new entrants, substitutes, and 

rivalry among existing firms. Firms position themselves better in relation to the five 

forces in the industry will find themselves more profitable and less susceptible to attacks. 

To achieve a sound position, firm should ask themselves the following questions: 

Which of the five forces control profitability?  

What determines the level of profitability? What are the underlying causes? 

Are firms more profitable when they stand in better position relative to the five 

forces? 

How can firms reshape the five forces to their advantages? How should firms 

position themselves? 

What are the recent changes in each force? 

1.4.2 The Resource-Based View 
 Under the assumptions of resources heterogeneity and immobility, the resource-

based view asserts that a firm’s internal resources and capabilities ultimately decide the 

profitability it can reap. A firm that is able to convert its resources and capabilities into 
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competitive advantages will have a higher chance of being profitable than those that do 

not. In addition, long-term profitability is only viable when a firm possesses sustained 

competitive advantages, which may require the firm’s resources and capabilities to be 

valuable, rare, inimitable, and non-substitutable. To build sustained competitive 

advantages, a firm should ask themselves the following questions: 

Do the firm’s resources and capabilities allow it to exploit an external opportunity 

or neutralize an external threat? 

Are valuable resources and capabilities only controlled by a few firms? 

Will there be substantial cost disadvantage to obtain, develop, or copy the 

resources and capabilities? What are the causes? 

How are the resources and capabilities used to develop competitive advantages 

and create value? 

How should firms build their resources? 

1.4.3 The Institution-Based View 
 Focusing on institutions rather than a firm’s task environment, the institution-

based view stresses the importance of background and contexts in a firm’s strategic 

making process. By defining the rules of the game, institutions reduce uncertainty in the 

environment and make society operate more smoothly. However, institutions also limit a 

firm’s profit potential by setting boundaries on the strategies a firm can make. Since 

every country and industry has different cultures and ways of doing things, assessing both 

the formal and informal institutions becomes a priority to see how they affect a firm’s 

profitability. To assess a given institutional framework, firms should ask themselves the 

following questions:  

 How do the coercive, mimetic, and normative isomorphic forces make firms 

 resemble one another in the trucking industry? How do they impact the 

 profitability in the industry? 

 Are formal institutions fully developed? Do informal institutions need to be 

 given more weight? 

 How do formal and informal institutions reduce uncertainty that results in  cost 

 saving?  
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CHAPTER 2  

LITERATURE REVIEW 
 

2.1 WHAT IS STRATEGY? 

 

 The term “strategy” traditionally has a very strong root in military, originally used 

by generals in battles as an elaborate plan to achieve a specific goal under uncertain 

conditions or environments. In the history of China, work can be found as early as 500 

B.C. by the famous Sun Tzu, who wrote the renowned military strategy book, The Art of 

War. As business competition began to incorporate more and more of the principles of 

military strategies, “strategic management” had brought about the attention of scholars. 

Nevertheless, the definitions of “strategy” have been constantly debated.  

 A distinguished professor of business history at Harvard Business School, Alfred 

Chandler (1962) argued that strategy is “the determination of the basic long-term goals 

and objectives of an enterprise, and the adoption of course of action and the allocation of 

resources necessary for carrying out these goals” (p. 13) Coinciding with Chandler’s 

view, Michael Porter also supports the deliberate strategy with his Three Generic 

Strategies and Five Forces Model, which describes how a firm pursues competitive 

advantage within its chosen industry.  

 As opposed to deliberate strategy, however, Henry Mintzberg and James Waters 

(1985) advocate the importance of emergent strategy, which is a “realized pattern” of 

actions, or decisions that was “not expressly intended.” It is of the view that strategy 

emerges over time as the result of a stream of smaller decisions that accommodates to 

changing reality. As Figure 2-1 illustrated, emergent strategy is realized despite absence 

of deliberate planning whereas intended strategy may or may not be realized.  
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Figure 2-1. Relationship Between Intended and Realized Strategies 

 

 
Source: Mintzberg and Waters (1985, p. 140).  

 

 Although the relevance of these strategies changes over time, both perspectives 

have their merits. Since a firm’s performance is inevitably tied to its strategic actions, we 

can define strategy as “a pattern of decisions and actions that enables an organization to 

improve or maintain its performance” (Hill and Jones, 1998, p. 3). 

This draws us to the question on what constitutes a good strategy and what 

constitutes a bad one. While the industry-based view such as the Five Forces Model 

emphasizes the importance of a firm’s external opportunities (O) and threats (T), the 

resource-based view calls for the analysis of a firm’s internal strength (S) and weakness 

(W). Therefore, according to Barney, a good strategy is one that “neutralizes threats and 

exploits opportunities awhile capitalizing on strengths and avoiding or fixing weaknesses” 

(1997, P. 27) The result is the prevalence of SWOT analysis throughout business schools’ 

syllabi and companies seeking to gain competitive advantages. However, as the 

boundaries between industries become thinner and firms begin to operate internationally, 

managers have found that industry-based view and resource-based view together cannot 

explain certain phenomenon. For instance, why do some firms continue to underperform 

albeit the level of industry competition seems ideal for their operations? Also, why are 

some firms unable to utilize their competitive advantage in different environments? In 

seeking these answers, a professor from the University of Texas Dallas, Mike Peng 

proposed a new idea called the “institution-based view” of strategy. In short, the 

institution-based view suggests that context is important, and both formal and informal 

institutions play a crucial role. Combined with the industry-based view and resource-

based view, it forms a “strategy tripod” that paints a complete picture for a firm’s 

direction. I will explain in detail below what each one of the views entails.  
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2.2 WHAT IS THE INDUSTRY-BASED VIEW? 

 

Porter came up with the Five Forces model in 1980 on how to identify keys to 

profitability in a company’s local environment, namely, the industry in which it operates. 

The model predicts the average level of firm performance in the industry based on the 

intensity of competition between organizations and their task environments. However, the 

model was not without faults. In 2008, Porter published an updated version of his 

framework to clarify the common misconceptions of his model and extended upon it. 

Here we will mainly be talking about the updated model.  

The Five Forces model identifies the five most common threats that decrease a 

firm’s profitability and their determinants. These threats are: (1) the threat of entry, (2) 

the threat of rivalry, (3) the threat of substitutes, (4) the threat of suppliers, and (5) the 

threat of buyers. See Figure 2-2 for a summary of the five forces model. 

 

Figure 2-2. The Five Forces Model of Competition 
 

  
Source: Porter (2008).  
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2.2.1 The Threat of Entry 
 

New entrants hurt the profitability of the industry by bringing in additional 

capacity, subsequently causing an imbalance between supply and demand. The main 

determinant of the threat of entry is the height of entry barriers, which are defined by 

Porter as “advantages that incumbents have relative to new entrants” (Porter 2008, p. 26). 

 Economies of scale are important sources of entry barriers. They force new 

entrants to enter in a large scale in order to compete with the incumbents in the industry, 

consequently putting new entrants at a cost disadvantage. Similarly, industry with 

learning curve also allows incumbents to have lower cost per unit without requiring firms 

to size up. Cost decline with experience because workers become more efficient at their 

jobs as times passes, and it is particularly significant in labor-intensive industries.  

Consumer switching costs are also another sources of entry barriers. The higher 

the customer switching costs, the more expensive it is for new entrants to acquire existing 

customers from incumbents. Additionally, established brand identification can also raise 

customer switching costs. 

Large capital requirements also discourage new entrants, especially when they 

cannot be recovered or when investment capital is difficult to obtain.  

Finally, government policies have the ability to either increase or decrease entry 

barriers by imposing more stringent regulations or granting more subsidies, which affects 

the costs for new entrants. 

 

2.2.2 The Threat of Rivalry 
 

Rivalry can be intense when numerous competitors are equal in size and power. 

Since the capacity of the industry is limited, firms will be forced to encroach on one 

another’s customers to secure profit. Furthermore, when competitors are similar in firm 

attributes or offer undifferentiated products or services, competition is also fierce because 

firms attract the same segments of customers.  
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When industry growth is slow, a firm wishing to expand will also have to take 

market share from existing incumbents. As a consequence, incumbents will engage in 

higher level of competition to avoid being pushed out of the market or eliminated. 

Lastly, the intensity of rivalry is great when exit barriers are high. Sometimes a 

firm will choose to stay in the market because exiting is simply too costly. However, the 

excess capacity usually causes the profitability of the industry to dip as a whole. 

In order to combat against the aforementioned factors, firms often engage in a 

price war. Moreover, they might also be inclined to spend a lot on advertisement to stand 

out. However, both of these actions hurt the profitability of firms. Porter (2008) 

mentioned “rivalry is especially destructive to profitability if it gravitates solely to price 

because price competition transfers profits directly from an industry to its customers” (p. 

32) 

 

2.2.3 The Threat of Substitutes 
 

Substitutes threaten the profitability of the industry when they offer lucrative 

trade-off to the industry’s products or services, on the condition that they provide similar 

functions. Likewise, low customer switching costs also allow substitutes to create more 

threats. It is important to pay attention to change in other industries’ products or services 

when switching costs are low in case technological improvement causes them to become 

substitutes. 

 

2.2.4 The Threats of Suppliers 
 

 Suppliers have the ability to take away profitability of the industry when they are 

powerful. Suppliers are powerful when a significant of their revenue does not depend on 

the industry and when they are larger in scale. Hence, they have little to lose from 

charging the highest price they can.  

In addition, suppliers also have more bargaining power when they are more 

concentrated compared to the firms in the industry because the firms only have a limited 

number of options to choose from. 
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A firm also faces more threats from suppliers if the products or services offered 

by the suppliers are highly differentiated or if there are no substitutes for them. Since a 

firm cannot get such supplies elsewhere, suppliers command a great degree of power. 

Finally, if a firm has invested extensively to particular suppliers, it would find it 

difficult to bargain with the suppliers since its switching costs have become very high. 

Nevertheless, sometimes a firm has no choice but to cooperate with suppliers in order to 

survive, as most of the factors affecting supplier bargaining power are beyond a firm’s 

control. 

 

2.2.5 The Threat of Buyers 
 

Powerful buyers are able to decrease the profitability of the industry by 

demanding price reductions and asking for better quality products and more services. 

Buyers are able to make these demands based on a few factors. First, when they are 

relatively few in numbers or when their purchased volume represents a significant portion 

of the industry’s outputs. Since the buyers’ businesses are very attractive in these cases, 

rivalry among firms would be more intense and buyer would have more leeway.  

Moreover, when buyers have the ability to integrate backward and produce the 

products or services themselves, firms also face more pressure to lower their prices, 

consequently causing the profitability to be squeezed out. 

Buyers also command great bargaining power when the industry’s products or 

services are undifferentiated or standardized. When buyers are able to find equivalent 

alternatives easily and there are no switching costs, it is in their best interests to play 

firms against one another in order to achieve the maximum cost reduction. 

Buyers have more intention to negotiate down price when they are not earning 

significant economic profits as consumers do during economic downturn. The same can 

be said when the products or services represent a huge portion of the buyers cost structure. 

Obviously buyers would want to save as much as possible when opportunity costs are 

high.  

Finally, assuming buyers eventually plan to sell the outputs they purchase from 

the industry, they can be especially price sensitive when the impact of the industry’s 
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products or services do not affect the quality of their own products much. Since the 

buyers do not depend heavily on the industry, their main focus would be on price.  

In conclusion, the five forces model predicts the average level of firm 

performance within an industry and elucidates the root causes of competition and 

profitability.  

 

2.2.6 Other Industry Dimensions 
 

In line with Porter’s popular five forces model, Dess and Beard (1984) inspected 

different dimensions of organizational task environments under the assumption that 

resources available in the task environments have a significant effect on the populations 

and characteristics of organizations, similar to that of resource-dependence theory and 

population-ecology theory developed by Aldrich and Pfeffer (1976) and others. Using the 

inter-item and factor analyses on resource transactions of organization, they found that 

survival rate of organizations can be contributed to at least three dimensions – 

munificence, dynamism, and complexity. 

Comparable to Aldrich’s codification of environmental capacity, environmental 

munificence as a dimension refers to the degree to which the environment allows for the 

growth and persistence of organizations. In this regard, it can be understood why industry 

sales growth is a crucial determinant of not only an organizations’ future outlook, but 

also its profitability as demonstrated by Dess and Beard (1981).  

Environmental dynamism as a dimension reflects the unpredictability and 

uncertainty brought about by environmental change. Generally seen as a sign of 

instability, environmental change has the potential of generating unwanted consequences 

to organizations and affects their performances. Furthermore, environmental change also 

becomes more difficult for organizations to manage as interconnectedness among 

organizations increases, by virtue of contingent factors multiplying (Pfeffer and Salancik 

1978).  

Environmental complexity involves the diverse range of operations that 

organizations must deal with in their environment, with organizations facing more 

heterogeneous environment having more complex operations and structures. Complexity 
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may rise as organizations diversify their scope of operations or as organizational density 

increases (Chandler 1962, Starbuck 1976). 

Dess and Beard’s Dimensions of Organizational Task Environments provides a 

compelling evidence on dimensions that affect organization’s performance and internal 

structure; however, similar to Porter’s five forces model, the research focuses on factors 

in organization’s external environments. Since these analyses all assume the average 

level of organization profitability in the industry predicts the bulk of organizational 

performances, their findings may be misleading when an organization’s industry is not 

the primary determinant of its overall performance, especially in the late 90s. 

Additionally, these analyses are only appropriate when the industry already preexists. 

They offer no value to firms facing new and undiscovered industries. It was thus argued 

that the attractiveness of an industry could not be viewed independently, but must be 

combined with analysis of organizations’ resources and capabilities. Although Dess and 

Beard’s (1984) research incorporates the resource-dependence theory, it was mainly 

concerned with the input and output exchange between organizations and their task 

environments.  

 

2.3 WHAT IS THE RESOURCE-BASED VIEW? 

 

 Whereas the industry-based view focuses on a firm’s external environments to 

find opportunities and eliminate threats, the resource-based view focuses on a firm’s 

internal assets to build strengths and reduce weaknesses. In the second edition of 

Strategic Management and Competitive Advantage, Barney and Hesterly describe the 

resource-based view as a “model of firm performance that focuses on the resources and 

capabilities controlled by a firm as sources of competitive advantage” (74).   

Resources used to build strength can be either tangible or intangible. Physical 

assets such as manufacturing plants or financial assets all count as tangible resources. In 

contrast, team chemistry among employees and brand recognition by consumers count as 

intangible assets. Moreover, as a subcategory of resources, capabilities such as innovation 

or technical skills also enable a firm to use its resources efficiently in carrying out it 

strategies.  
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In A Resource-based View of the Firm, Wernerfelt investigated the relationship 

between resources and profitability and proposed strategies for managing the firm’s 

resources in the long run. Expanding on Porter’s five competitive forces (1980), 

Wernerfelt (1984) further argued that a firm must establish a “resource position barrier” 

in addition to an entry barrier in order to secure its position from diversifying entrants. 

With this objective in mind, a firm should be able to identify resources that generate high 

returns. Moreover, by considering resources that are jointly produced with products, he 

came up with the idea of  “resource-product matrix,” which helps a firm choose its most 

optimal strategies when growing its pool of valuable resources sequentially. For instance, 

the improvement in production skills supported by increasing domestic contacts may 

allow a firm to expand into international markets, leading to the development of 

resources such as international contacts. Figure 2-3 illustrates this pattern.  

 

Figure 2-3. Resource Development 

 
Source: Wernerfelt (1984, p. 177).  

 

Although Wernerfelt’s simple economic tool can help a firm identify valuable 

resources that may subsequently become competitive advantages, he did not mention 

whether these competitive advantages are sustainable. By examining the possibility of 
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finding sources of sustained competitive advantages under the conditions of resource 

homogeneity and immobility, which are the underlying assumptions in Porter’s five force 

model, Barney (1991) verified the impracticality of such assumptions and concluded that 

research must focus on resource heterogeneity and immobility. Based on these two new 

assumptions, he further suggested that in order for firm resources to possess the potential 

of sustained competitive advantages, they must satisfy the requirements of being valuable, 

rare, inimitable, and non-substitutable.  

According to Barney, resources are attributes that help a firm “exploit 

opportunities and neutralize threats in a firm’s environment,” and valuable resources are 

those that improve the efficiency of a firm’s strategy implementation (1991). While 

valuable resources and can enhance a firm’s competitive position in the form of 

generating more revenue streams or minimizing costs, they are unlikely to be sources of 

competitive advantages when they are possessed by a large number of firms.  On the 

other hand, if the number of firms possessing a particular resource is less than the number 

of firms required in an industry with perfect competition dynamics, that particular 

resource may be considered a competitive advantage (Hirshleifer, 1980). Nonetheless, 

even when they are not rare, certain valuable resources and capabilities are still essential 

for a firm to maintain competitive parity and survive. 

Even though valuable and rare resources may be of sources of competitive 

advantages, they only become sources of sustained competitive advantages when they are 

imperfectly imitable. The 3 reasons that Barney (1991) deducted for making resources 

difficult to imitate are (1) unique historical conditions, (2) causal ambiguity, and (3) 

social complexity.  

Due to the unique path each firm takes, a firm may be able to acquire and exploit 

resources in a particular space-time along its history that makes it costly for other firms to 

imitate, consequently imperfectly imitable. Likewise, causal ambiguity has the highest 

probability of causing imperfect imitability when the firm cannot even understand the 

link between the resources it controls and the competitive advantages they generate, 

otherwise competing firms can just acquire people with knowledge of such link to 

implement imitation. Finally, socially complex resources such as company culture, brand 
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identification, and the personal network of a firm’s manager can all be impossible for 

competing firms to systematically recreate even when causation is obvious. 

While a firm has a great chance of creating sustained competitive advantages due 

to the aforementioned reasons, Barney (1991) suggests that there also must be no 

strategic equivalent substitutes for the firm’s valuable and rare resources. When 

competing firms can use different resources and capabilities to implement the same 

strategy, a firm’s sustained competitive advantages will cease to be inimitable and rare. 

Eventually, it will lose its edge if competing firms are able to do it a lower cost. Barney’s 

framework is summarized below in Figure 2-4. 

 

Figure 2-4. The Relationship Between Resource Heterogeneity and Immobility,  
         VRIO, and Sustained Competitive Advantage 

 
Source: Barney (1991, p. 112). 

 

After Barney’ resource-based view made its introduction in 1991, it has since 

made a vast impact in the field of strategic management. In an attempt to assess the 

development of the RBV in the 10-year time span, Barney, Wright, and Ketchen (2001) 

briefly summarized papers analyzing the contribution of the RBV specifically on human 

resource management, economics, entrepreneurship, marketing, and international 

business. In addition, to accommodate for new developments in strategic management, 

they suggested further research of the RBV in areas such as corporate governance, 
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organizational behavior, ethics and corporate social responsibility, and information 

management. While acknowledging potential methodological issues, they conclude that 

the resource-based view has indeed improved our knowledge about management. 

In Managing Firm Resources in Dynamic Environments to Create Value: Looking 

inside the Black Box, Sirmon, Hitt, and Ireland (2007) argued that the link between 

resource acquirement and value creation was not necessarily self-evident; in contrast to 

what most scholars thought. In fact, they contended that sustaining a competitive 

advantage over time is unlikely due to environmental uncertainty, which can be the result 

of environmental shock or the instability of market demand. Therefore, they attempted to 

develop a list of processes, as displayed in Table 2-1, to help firms figure out “how” to 

create value from resources under environmental dynamism.  

 

Table 2-1. Resource Management and Distinctions 

 
Source: Sirmon, Hitt, and Ireland (2007, p. 277) 

  

 Depending on the uncertainty in the environment, a firm may choose to engage in 

a particular process to create competitive advantage or parity. Take the pioneering 

process for example, a firm may bundle newly acquired resources with its resource 

portfolio to create new capabilities in the hopes of exploiting opportunities in a dynamic 
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environment. Eventually, a firm should be able to leverage and physically deploy its 

capabilities and resources to optimize customer value creation. By also considering the 

effects of external environment contingencies, not only did their model serve as an 

extension to the resource-based view, but it also countered the criticism that the RBV has 

only paid attention to internal firm attributes. 

 

2.4 WHAT IS THE INSTITUTION-BASED VIEW? 
 

While the industry-based view and resource-based view of strategy have worked 

well for Western firms in the past, they have since become insufficient as more firms 

began to operate in emerging and transition economies. The new obstacles encountered 

by Western firms in these circumstances cannot be solved by the traditional strategies 

anymore. In an attempt to explain the unknown, many scholars, and notably Professor 

Mike Peng, tried to look at the problems through a new perspective, the institution-based 

view. With the aid of the institution-based view, scholars have begun to figure out a new 

set of strategies to implement alongside the industry-based and resource-based strategies. 

Peng frequently used economist Douglas North’s definition of institution as “the 

humanly devised constraints that shape human interaction” (p. 3). Institutions play a vital 

role in our everyday life because they give us a sense of what is acceptable and what is 

not, thus giving our society a structure. A variety of institutions together make up the 

institutional framework of a society. From a firm’s perspective, institutional framework 

set the boundary on its strategic decisions. A rational firm wishing to minimize its 

transaction costs would like to reduce uncertainty in the environments as much as 

possible; and since the institutional framework provides exactly such functions, a rational 

firm would choose to operate within a given institutional framework. For instance, 

transaction costs may arise due to parties’ misunderstanding of the situation or simply 

due to their self-interests. By defining the rules of the game, institutional framework 

allows a firm to avoid the element of surprise and operate smoothly in an unknown 

environment. On the other hand, this also results in a firm’s strategies being bounded in a 

given institutional framework. 
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By looking at the homogeneity of organizational forms and practices in their 

paper, The Iron Cage Revisited: Institutional Isomorphism and Collective Rationality and 

Organizational Fields, DiMaggio and Powell (1983) explained the mechanisms through 

which 3 types of institutional isomorphic forces: coercive, mimetic, and normative reduce 

uncertainty between individuals and organizations under particular circumstances. They 

described isomorphism as “a constraining process that forces one unit in a population to 

resemble other units that face the same set of environmental conditions.”  

To begin, coercive isomorphism is the byproduct of formal constraints and 

informal constraints. Formal constraints may be laws and regulations stemming from 

political influence or the legal environments. In contrast, informal constraints may be 

cultural expectations, norms, or ethics. Since organizations are required to abide by these 

“rules institutionalized and legitimized within the state,” they eventually develop 

structures and behaviors similar to one another in order to avoid unnecessary conflicts 

that result in expense (DiMaggio & Powell 1983, p. 150).  

In comparison, mimetic process occurs when an organization faces goal 

ambiguity or technical uncertainty. The fact that both of these events have the potential to 

raise expense significantly and that imitation may be the most straightforward yet 

inexpensive solution are the reasons that an organization may choose to copy from 

existing models. Moreover, organizations are inclined to model after other successful 

organizations in order to establish legitimacy and parity, especially as their 

audience/customer base broaden. 

Finally, normative pressure stems from the increasing professionalization of 

workers. Due to the legitimation of professionalism by universities and training 

institutions alike, managers and their staffs are increasingly being imbued with the same 

sets of organizational ethics norms. Along with the mechanism of filtering, personnel 

within organizations are progressively becoming indistinguishable. Because 

organizations are ultimately made up of individuals, they are also influenced by this 

isomorphic change.  

Together, the coercive, mimetic, and normative forces of institutions set the 

boundaries on an organization’s strategies and lead organizations to develop into similar 

structures. The different dimensions of institutions not only serve to reduce uncertainty 
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for individuals and organizations as they interact with one another, but also guide them 

with their decision-making.  

Although scholars have studied the influence of “environment” extensively since 

the 1970s, Peng argues that the majority of the research has been geared toward the 

direction of “task environment,” which focuses on economic variables such as “market 

demand and technological change” (Lawrence & Lorsch 1969; Dess & Beard 1984). 

Unlike DiMaggio and Powell’s paper, institutions have been treated as background, 

causing scholars to neglect the importance of interaction between institutions, 

organizations, and strategic choices. 

One of the main reasons for such negligence can be contributed to the invisibility 

of market-supporting institutions in developed economies, where markets usually work 

smoothly (McMillan 2007). However, the significant difference in institutional 

frameworks between developed economies and emerging economies have forced scholars 

to look beyond industry-specific and firm-specific factors, but also developed an 

institutional perspective. By treating institution as an independent variable, an 

institutional perspective of business strategy “focuses on the dynamic interaction between 

institutions and organizations, and considers strategic choices as the outcome of such 

interaction,” as shown in Figure 2-5 (Peng 2002). 

 

 Figure 2-5. Interaction Between Institutions, Organizations, and Strategic Choices 

 
Source: Peng (2002, p. 253). 
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Even though the significance of the institutional framework is more apparent in 

emerging and developing economies, it also has merits in developed economies. 

Furthermore, in The Institution-Based View as a Third Leg for a Strategy Tripod, Peng, 

Sun, Pinkham, and Chen propose two propositions: 

“Proposition 1: Managers and firms rationally pursue their interests and make 

strategic choices within the formal and informal constraints in a given institutional 

framework. 

 Proposition 2: While formal and informal institutions combine to govern firm 

behavior, in situations where formal constraints are unclear or fail, informal constraints 

will play a larger role in reducing uncertainty, providing guidance, and conferring 

legitimacy and rewards to managers and firms.”(2009) 

Proposition 1 suggests that the rationality behind managers and firms’ strategic 

choices is a bounded one. For example, in 1990s financial institutional framework, 

George Soros was allowed to profit $1 billion through currency speculation because the 

regulations did not forbid him from doing so. Even though Soros “broke the bank of 

England” and was later on accused by the Prime Minister of Malaysia of causing the 

1997 Asian financial crisis through short selling, it can be understood through proposition 

1 that the rationality to maximize his firm’s profitability was made within the boundaries 

of laws and ethics, albeit controversial. 

Extending on the research done by Douglas North and W.R. Scott, Proposition 2 

suggests that not only do formal and informal institutions need to be examined 

collectively, but informal institutions needs to be given more weight in cases where 

formal institutions are not fully developed. For instance, because De Beers is the largest 

producer and supplier in the diamond industry, its informal rule in which only a selected 

list of companies can become sightholders in its central exchange in London holds more 

weight to diamond companies wishing to purchase raw diamonds. Although the prices 

these sightholders receive are non-negotiable and De Beers’ practice is bordering 

monopolistic, De Beers diamonds usually have the best quality and allow the diamond 

companies have the least amount of uncertainty as well. Thus, in order to survive in the 
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diamond industry, the diamond companies cannot really do anything but to follow the 

rule.  

 With the institutional-based view in mind, we can now proceed to have a better 

understanding of influences that affect Taiwan’s for-hire trucking industry. In addition, I 

will also apply the industry-based view and the resource-based view to investigate topics 

such as the prevalent business practices among trucking company managers, the unique 

characteristics of the trucking industry, and both the internal and external problems faced 

by trucking companies. By examining all three legs of the strategy tripod, we should be 

able to gain valuable insights regarding the trucking industry’s current and future outlook.  
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CHAPTER 3 

METHODOLOGY 
 

3.1 CASE STUDY 
 

 A specific methodology of qualitative study, case study, is chosen because the 

issues at hand prompt the author to investigate the underlying forces that affect 

organization behavior and performance in Taiwan’s trucking industry primarily hauling 

steel, something which is inevitably tied to the strategic making process of chief 

executive officers. The case study type is an explanatory one, where the author seeks to 

explain the presumed causal links between factors and performances in the industry that 

are too obscure for quantitative measures. Since the strategic making process of firm 

managers is made in the internal and external environments in which trucking companies 

compete, it is imperative that the author also considers the context within which the 

phenomenons occurred to present a persuasive explanation. A single holistic case study 

with embedded units is conducted to enable the author in comparing the different 

strategies made by owners within the same environmental context. Considering that data 

can be analyzed within the subunit separately and across all subunits, the case study 

should prove to be convincing. In order to ensure the study remains within a reasonable 

scope, a boundary will be placed on time and activity. The time frame will be set from 

2009 to 2013, since there was no trucking research conducted within this period in 

Taiwan and the global economy had just started to recover from the 2008 financial crisis. 

The activity will be set on carrying freights that are primarily steel in the outskirt of 

Kaohsiung city because steel that are carried into the city usually require the use of 

smaller trucks and that increases the likelihood of including trucking companies that do 

not haul steel primarily, which make comparison between firms unnecessarily difficult.  

 Given the lack of qualitative research offering strategic management insight, the 

author believes the best method to conduct the research is to gather data directly from 

firm CEOs who have direct control over their organizations’ future course. The main 

method of data collection is semi-structured, open-ended interviews that allows for inputs 
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of new concepts while covering the topic that the author wishes to explore. An interview 

guide consisted of questions relevant in the three strategic management disciplines is 

prepared to help the author focus on the topics of interest, but not constraining the 

interview to a particular structure. In addition, various economic documents were also 

gathered from recognized organizations in order to confirm verbal data. All interviews 

were recorded digitally and transcribed into digital documents. 

 Companies and individuals are selected using theoretic sampling. The purpose of 

theoretical sampling, a data gathering process driven from concepts developed from 

emergent theory, is to “go to places, people, or events that will maximize opportunities to 

discover variations among concepts and to densify categories in terms of their properties 

and dimensions” (Strauss and Corbin 1998). In order to capture a wide-ranging variety of 

company characteristics, the author selects participants based on the differences between 

companies. This makes the comparison of strategic making processes across companies 

more obvious by showing how companies differing in firm resources approach strategy 

development under the same contextual environment. A total of three interviews were 

conducted for the purpose of this research. 

 

3.2 SUMMARY OF COMPANY INTERVIEW 
 

Table 3-1. Participating Companies  

Company 

Pseudonym 
Ownership 

Year 

Founded 

Fleet 

Size 

Ware-

house 

Total 

Employees 

Annual Volume 

Transported  

(1000 tons) 

A 
Privately 

Held 
1989 26 2 35 600-800 

B 
Privately 

Held 
1980 44 4 63 1,100-1,400 

C 
Privately 

Held 
1970 92 7 119 2,500-3,000 
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3.2.1 Company A 
  

 Company A was founded by the family of the current CEO in the Xiaogang 

district of Kaohsiung city in 1989 and has remained privately held since. Firm operation 

includes transporting, warehousing, and shipment loading and unloading. The company 

currently owns a total of 26 trucks and 2 warehouses, and employs 24 truck drivers and 

11 administrative employees. The company also transports an annual volume of about 

600 to 800 thousand tons. 

 The CEO of company A was highly risk-averse and generally devised strategies 

with a focus on cost efficiency. He believed the essence of management largely comes 

down to cost. For illustration, he viewed most of the company resources, including trucks, 

truck drivers, and employees as an expense and would not be willing to make more 

investment on these resources unless there was a demand. Due to this reason, his strategy 

was usually based on short-term goals. He also rarely tried to build competitive 

advantages and was not worried about new entrants because he believed industry 

conditions decide firm profitability; and industry conditions were not particularly 

optimistic. Overall, he considered an industry-wide legislative update of regulations 

necessary to improve firm profitability. 

 

3.2.2 Company B 

 
 Company B was also founded by the family of the current CEO in the Xiaogang 

district of Kaohsiung city in 1980 and has remained privately held since. Firm operation 

includes transporting and warehousing. The company currently owns a total of 44 trucks 

and 4 warehouses, and employs 40 truck drivers and 23 administrative employees. The 

company transports an annual volume of about 1.1 to 1.4 million tons. 

 The CEO of company B was moderately risk-averse and followed network-based 

strategies. He also tried to drive down cost as much as possible whilst making the 

investment he deemed necessary. Although accepting industry conditions and formal 

institutions for what they were, he found the management of driver control difficult at 

times. Consequently, he placed a huge emphasis on his interpersonal relationship with his 
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buyers and suppliers because one gave him security through steady revenue streams 

while the other gave him benefit through cumulative cost advantage.  

 

3.2.3 Company C 
 

 Company C was also founded by the family of the current CEO in the Xiaogang 

District of Kaohsiung city in 1970 and has remained privately held since. After several 

times of relocation, the company’s main office is now located in the Daliao District of 

Kaohsiung city and a branch is established in the Longjing District of Taichung city. 

Firm operation includes transporting, warehousing, shipment loading and unloading, 

truck dealing, and forklift rental. The company currently owns a total of 92 trucks and 7 

warehouses, and employs a total of 87 drivers and 32 administrative employees. The 

company transports an annual volume of about 2.5 to 3 million tons. 

 The CEO of company C is more risk-taking compared to the previous two 

company CEOs. He was not afraid of making big investments as long as he knew they 

would pay off in the future. While the challenges of economic downturn and a mature 

industry affect others just as much as they do to his company, he believes positioning his 

company better in relation to the industry will help him achieve long-term success. An 

effort to make his company the market leader in the industry was executed through the 

acquisition of other trucking companies, increase of fleet size and warehouses, and 

establishment of spokes. As a result of these resource accumulation, however, the 

company’s debt was also higher, placing the company in a more vulnerable position. 

 

3.3 FINDINGS 

 

 The importance of strategic management has come into light as organizations feel 

the pressure of globalization and change in consumer demand, just as trucking companies 

primarily hauling steel in Taiwan have. Based on the analysis of interview data from 

CEOs of three trucking companies and the comparison of emerging concepts to existing 

strategic management literature, the author has found that data can be grouped into 

exactly three main categories: the industry-based view, the resource-based view, and the 
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institution-based view. The industry-based view is consisted of threat of new entrants, 

rivalry, and buyers from Porter’s five forces model and the dimension of munificence and 

dynamism from Dess and Beard’s analysis of task environments.  The resource-based 

view is consisted of value, rarity, and imitability from Barney’ VRIN framework. The 

institution-based view is consisted of coercive and normative isomorphism from 

DiMaggio and Powell’s institutional isomorphic forces. These properties are found 

through the grouping of 18 factors commonly mentioned by the interviewees. The 18 

factors are sources of freights, economies of scale, experience curve, social switching-

cost, brand identification, industry growth, service differentiation, relative number of 

buyers, gasoline price, truck drivers, resource/capability, supply of resources, social 

complexity, law, regulation, union, culture, norms. Of all 18 factors, 10 are industry-

specific factors, 3 are firm-specific factors, 5 are institution-specific factors, and some 

spanning across all three disciplines. Figure 3-1. summarizes the findings by identifying 

properties within different disciplines of strategic management and factors contributing to 

these properties, in hopes of providing a framework that readers may find useful. Table 3-

2. demonstrates the results of open coding analysis on interview transcripts.
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Porter 2008 
 Threat of Entry 

 
Threat of Rivalry 

 
Threat of Buyer 

 

Truck Drivers 
 

Resource/Capability 
 Supply of Resources 
 Social Complexity 
 

Dess and Beard 1984 
 Munificence 
 Dynamism 
 

Regulation 
 Union 
 Culture 
 Norms 

Law 
 

DiMaggio!and!Powell!1983 
! Coercive Isomorphism 

 Normative Isomorphism 
 

Barney 1991 
 Value 
 Rarity 
 Imitability!

!

Industry-Based View 
 

Institution-Based View 
 

Resource-Based View 
 

Figure 3-1: Evolution of Coding Process 
Sources of Freights 

 Economies of Scale 
 Experience Curve 

 Social Switching Cost 
 Brand Image 
 Industry Growth 
 Service Differentiation 
 Relative Number of Buyers  
 Gasoline Price 
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                                            Table 3-2. Open Coding 

 Original Text Translation 

żČ 

Sources of Freights 

 

  

“Ƙ(ñŦ�(¥łeĨfǌ�Ĩ	ŧlŅ

�(żČǌ��òżČącǀǌ��ąë�

Ǌcǀǌ¼ĨĚĊ�åëñŦqƊǌ¼ĨĚ

^å�Ǌǌ�ŽKVƎǌ�ĨĚ^ëąëƔ

ĉĎƈKVƎ” – A5W 

 

“�+�ŧBƌƛ Ƙ(Šöǌ�ąë¥m

�Ĩ�¾ǌ�¾ąëwDĨůǌ�UŘŧN

�NÄ��ŚëĨ5WĨ�¾ǌĬ��UŘ

Ƙù�»ð�êÐǉ” – B5W 

 
  

 “�ƹæƥU�D2ǌŹ�Ų�űĒ�ëż

Čǌ�U�Ê?żČǌ�ƥU�ƛ2” – C

5W 

“Simply put, the main issue is the sources of 

freights. If you can secure sources of freights, you 

won’t have any problem and your trucks will be 

constantly running. What are your goods? When 

you buy 10 trucks, will your goods be able to keep 

them running?” – Company A 
 

“Assuming one won’t have a stable client upon 

first entering the industry and the amount of clients 

has not grown, one would need to take existing 

firms’ clients, which may increase his acquisition 

costs.” – Company B 

  
“One can enter (the industry) anytime, as long as 

one thinks there are sources of freights and he is 

able to get them.” – Company C 

ŊĐŨø 

Economies of Scale 

“Ƙ(ñŦǌŨøƅ|ǌ»ðê�êƅ�ǌ

êǌ��ƥêǌUå�ĨÏĿŧåþ�ǌƥ

okĨǌ���ê¶¶x�ǌħ�Ũø|?�

“Will this (cost advantage) occur as the scale of a 

company increase? Yes, of course, as long as 

management is capable, cost will be reduced. 

However, when your scale becomes too large, and 
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(rÿǌ�ĨÏĿ�å~Ĩæ*ǌ��êè

ĭ�ǌ»ð�êƴ�ǌƘå�(ÏĿ»ð¥

	ŧĨlŅ” – A5W 

 
 

“¼ũ¨»ð|÷�êålĒ5WĨ�_N

ƴ�ǌlĒ¼)Ĩ»ðR�ßşſƋĆ/ǌ

��¥|ĨƤ;ǌļ�01�åĆ/Ƙù�

d” – B5W 
 

“¼)Ƙ(°ĈåĂƏ�ǌlĒ¼)ë¥{

�ǂ³ ƀň¼)ǌŖ��)¥�î¼)Ƌ

�ŽǌƘ(¼)ƨ|ǌƨ|�ë�(0G” – 

C5W 

your management cannot keep up, you won’t 

necessarily save any effort nor will you gain any 

cost advantage. In the end, it all comes down to 

cost management.” – Company A 

 
 

“I do not think cost advantage will be affected by 

the company’s employees, because our costs are 

mainly derived from wage and gasoline price, and 

gasoline price matters the most.” – Company B   

 
“We seldom feel pressure from our suppliers 

because we have a lot of them. Moreover, they all 

wish for our business due to our volume. When 

your volume is huge, it is advantageous.” – 

Company C 

 

�ŒçŌ 

Experience Curve 

“ÝĨƋŚĨĨ»ðǉ�ǌ¼)Å�Āǃ?

�(ĿĠǌ�a�(ĿĠĂƏĭǌƣƙ�å

ëŊǇĨĂƏĭǌ�ëUŘëŊǇĨ��Ă

ƏĭǌlĒ�å-ŉǌ�QŖ�êÖǌlĒ

�Ĩcǀ” – A5W 

“The cost advantages faced by a new firm and an 

veteran firm both depend on management. Which 

one is more superior at cost management? Usually 

the experienced one is, but not necessarily. Due to 

human nature or traditional ways of thinking, 

experienced firm sometimes will be more resistant 
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“��Ŋ¤Ĩ
ĨWú���åĬ�Ĩ�Ǌ

ŊǇ�~����ǊƜ��ĨŒ·�ǌ¿�

��ñŦê�5Wŀĭ���«ŧĨưƪǌ

Ǝ�ĨÒyĞ�UŘêĂƏ�b” – B5W 

to change.” – Company A 

 

“A driver who has been with the company for a 

while will be used to its operation. His experience 

will not only help the company save various 

unnecessary expenses, but also lower the chance of 

his truck from breaking down.” – Company B 

 

Ĵê�Ñ»ð 

Social Switching Cost 

“Mð|÷,Ĩ�¾ƥ�Ŋ,¨¥
��ƥ

ƦX¥
�ǌ�����UŘŻ=�ĨżƜ

ŠN,b” – B5W 

 
 

“|�ƦX
��§ǌŹ�Ų.ŉ�ǌ�Ƌ

¼)ƦXĨ¥~ǌƣħĔ=�ŧÂxǌŧƛ

NǌŧNÊǌƣħĔƣ(úê�|ǌlĒ�

�¥ǌ�Ñ��§ǌ�Ñ�k ǌ�ńŃ

�” – C5W 

“It is nearly impossible for our competitors to get 

our contracts because we have served and 

cooperated with our initial clients for a long time.” 

– Company B 

 

“It would be unlikely for others to come in and take 

away our shipments from say, Uni-President for 

illustration, since we have already built up our 

chemistry. They would also feel anxious about 

being unable to switch back to us after they switch 

to others.” – Company C 

 

^ę 

Brand Image 

“^ę£ƾ¥|ǌĒ�ǊǌqYŠţƽƘ(

õ�ư: ǌƣǊ{�ƎŠqtŠǌƘ(� 

“Why does brand image matter a lot in our line of 

work? Clients have certain level of conditions that 
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å�Ĩ	ŧŔ¸lŅ” – A5W 

 

 

 

“^ę�åêň�¾��^ƁĨ&ŷƘù�” 

– B5W 
 

“.¼)Ƙ(5W�Ŋ,�ƣǊ{�ǌ|�

ƥİƞ�ǌƘ(å�(¥»ĖĨ5Wǌ�ò

¼ë¥|ĨżČ Èŭ�ƐĨůǌƘ(cǀ

�|” – C5W 
 

they expect and a vast amount of companies 

qualify for those conditions, thus, brand image 

becomes a key point of separation.” – Company A  

 

“What brand image brings to our clients is a 

guarantee of (service quality). – Company B 

 

“Everyone knows a company that has been in the 

industry as long as ours is reliable. If the client asks 

us to transport a huge shipment, it should be a 

piece of cake.” – Company C 

ĤöĨ»Ʈ 

Industry Growth 

“ĤöĨ»ƮČƿqaţǍ¼)VđĨČƿ

�åżČǌVđĨżČqaţǍą�bǌ�

åƘǊm�ĨñŦǌƜƒöê�ê»Ʈǌ	

l�q¼)ƍ�ǌ	lqƣ�ƫƭöĨ��

�Ş�ŞǌD�öĨ��Ş�Şǌ¿��Ƙ

ê�ê»ƮåĮ¼)Ĩ�ċǌ¼)Ĩ�ċ�

åŤƚöǌƻŧĥ?Ĩ�” –  

A5W 

“¼ũ¨ąëq»Ʈǌ~.�ŋËqƣƢǌ

“What is the source of our industry growth? In 

Taiwan the source comes from the supply of goods. 

What happened to Taiwan’s supply of goods? 

Gone. The growth of Taiwan’s for-hire trucking 

industry has nothing to do with the industry itself; 

rather, it depends on whether steel mills or 

manufacturing factories are being built. The 

question of growth depends on our clients, which is 

the manufacturing sector.” – Company A 

“I don’t think (the industry) is growing. On 
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#�s ŵǌąë�Ǌ»Ʈǌ�å�ąëƴ

�” – B5W 

 

 

“(Ɩ��ĨƇG)ơ~ǌƥåľĸ�ĨĝĈǌ

�åğqlĒë¥{|ƫ�ƥ: ǌ¿��

ħĔżČļ�(ë” – C5W 

average, although it is not growing, it is also not 

declining. It seems to maintain at a certain level.” – 

Company B 

 
“(The trend over the past few years) has been 

adequate and stable. Now that a lot of large steel 

mills have been built, the sources of freights have 

become more abundant.” – Company C 

íFĨ�Ħ¯Ɓ 

Service 

Differentiation 

“YùĨõ�ţƽǌ�U�,?Ƙ(õ�ǌ

��U�,?Ƙ(õ�ǌõ��ùĨæ*�

�=q�ƸƳ%g��=�q^Ɓcǀg�

íFĨµ�g ” – A5W 

 

 

 

“¼ũ¨|÷ƥ��{ǌŹ�Ų�¾�NŽ

ñŦǌ��Ŀëąë¥®Ĩůǌ�Ƭ�Ŋ�

:NŽƘ(ƫƭ�ǌ��åŧæƱ�3ǌ�

�åŧÅƘ(ż�?�À�” – B5W 
 

“�òå�śĨǌ��ëĺĘ¯ǌ�ąëƔ

“You are not going to be the only one that can 

fulfill (buyers’) conditions. He (competitor) will 

also be able to fulfill the same conditions. 

Therefore, your advantage will have to come from 

your interpersonal relationships, service quality, 

and service attitude” – Company A 

 
 

“I think (our services) are all about the same. When 

our customers purchase steel, as long as they have 

already made the payments, you are required to 

deliver the freight in their hands on time whether it 

is urgent or not.” – Company B 
 

“Under normal condition, it is very competitive, 
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ĉŲlĒ¼ĨíFƼ�~ǌ¿�¼Ĩ/ô�

�ŧƼ�ǉ” – C5W 

 

you cannot command a higher price even if your 

service is very good.” – Company C 

 

ŽŕĬ�Û 

Relative number of 

buyers 

“áïVđĨƜƒöƎƑå�ƈĨǌ�Ĩƻ

å|ß�Ĩ"ǌƣ(æ*e/åƄǉĨǌƣ

ğq�å�ǌƣğqå�Ĩ"|ß�Ĩƻǌ

ƣšģ� å�ǊǍ¿ëĨĺĘƥ �” – A

5W 

 

 
 

“.K��AǌƎŠĨCƨĂƏ|Ĩæ*ǌ

U�Ƌ�ƫQŧĄǌU�ŧĄÐǉƜžǌU

�QŧĄ�XĠĨĿĠÞ ǌUå�Ľ?Ǝ

Š{�ǌóð��pŇ�ǌ�ąëƘķC

ƨ” – C5W 

 

“In the early days, the amount of trucks in 

Taiwan’s for-hire trucking industry is insufficient. 

The demand was greater than the supply, which 

made the rate super high. However, the situation 

has changed. Now that the supply is greater than 

the demand, what is the consequence? All the 

competition.” – Company A 

 

 “10 years ago, when the trucking companies have 

more bargaining power, we could raise the freight 

rates on CSC and demand it to change its 

unreasonable rules. Now that the number of 

trucking companies has increased significantly, it is 

harder for us to cooperate, thus we lose our 

bargaining power.” – Company C 

Ć/ 

Gasoline Price 

“Ź�Ųëæ*Ć/qďĨæ*ǌ��ê+

Ţ�Ǌ�°ƥ�İƞǌĆ/qƉĨůǌ��

êÄ�Ų�{{���ŧƉ�ǋň¼” – B

“For example, when the gasoline price is rising, he 

will pretend nothing happens. However, when the 

gasoline price is falling, he will immediately ask  

you to drop your rates accordingly.” – Company B 
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5W 
 

“£ƾ(Ɯž)éiƧĨĪA ĮåĆ/ǌlĒ

�ďƉƼ��ĸ�ǌ�åŧĮnzĨ°¢” – 

C5W 

 

 

“Judging from recent experience, the price of 

gasoline has a significant effect on (our rates) 

because it is quite volatile and depends on the 

global economy – Company C 

 

Wú 

Truck Drivers 

 

“��åƹ$Ŵ�(¥ëĿĠŊǇĨ��ë

Ɣĉ ĿĠǌ�ŧŴ�(¥¹¨¬ǊƋ�č

ƙĨ� ĿĠǌĔ§�OŧN�ŪƘ(Wú

ĨlŅǌ�Ĩ��lŅǌƘ(�åŲ�Ŵ�

ǊĿĠƷ�Ĩ� ëƔĉĿĠ” – A5W 

 

 

 
 

“ëæ*�VƎ��ňWúNưǌ�ư:N

��Ľßå�VƎĨœƲǌ¼ũ¨WúĨĿ

Ġ�5WĨėƜįĨå¥Ƨŧǌ~�~ĨW

ú�5W{{��êë£ƾ” – B5W 

 

“You cannot just hire anyone with a lot of 

management experience as your manager. You 

need to hire a person with excellent communication 

skills because you need to understand your driver’s 

personal matters and his family matters. These 

matters aren’t something that can be easily 

managed by someone with high education.” – 

Company A 

 

“Since the driver becomes ‘the boss’ of the truck 

when he takes the truck out of the company, driver 

management is especially important to the 

operation of the company in my opinion. The 

driver’s capabilities more of less have an impact on 

the company’s performance.” – Company B 
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“��å	��<dǌ�ƎƑ9~ǌ�Ƙ(

�ň�ưĨůǌƎƑơå�ùǌąëƔ

ĉǌ¿�ǅ»Ĩ�_Ƽ�Ƨŧ” – C5W 

 

 

 

“No matter how efficient the truck is, it will not 

reach its full potential under the control of a bad 

driver. Since drivers will ultimately be in charge of 

the trucks, drivers with developed skills are 

especially valuable.” – Company C 

 

ſČ/ŘC 

Resources/Capabilities 

“��ĚĊ5W�Ř»Ĺé	ŧĨlŅq�

ĨĚ^bǌ �Ĩ�ƸƳ%å�å�īÎƟ?

Ƙ�u�ǌ�ąëżĚǌ��ľë�(ĿĠ

{~{¡Ĩ�ǌ�ąëñŦƊǌąëĥg” – 

A5W 

 

 
 

“¼ũ¨éƧŧºŰåżƎ\�ļ�(9 

å_�Ƙù�\ǌlĒ�+�ąëżƎǌ�

ë��ąëƔĉNƐżǌżƎ�å�¼)Ú

ǈ¯ĨſĤ¥|ĨĂ!” – B5W 

 

“�òƻĄ�ƣǊ{ǌ�Ĩ�żƨ|ǌ�ë

“The main consideration for a logistics company’s 

establishment is its sources of shipments. What can 

be a better method to acquire your sources of 

shipment other than your interpersonal networks? 

No matter how capable a manager is, a company 

without any sources of shipments cannot transport 

anything.” – Company A 

 

“I think the most important (resources) are trucks, 

followed by our employees. Without any truck, 

your employees have nothing to transport the 

shipment with. In addition, trucks constitute a large 

portion of the company’s assets.” – Company B 
 

“If the demand (for clients’ products) are below 
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æ*��êĥ?'�ǌ.ƘƢ�,�¥{'

�ǌU�º�ǌ.Ƙ(ǌ�řæǌ�ąër

ÞÔǌƘ�å¼)ŊėĂƏë�0GĨr

Þ.” – C5W 

expectations, sometimes they will require the use 

warehouse to store extra inventories. One of our 

strong points is that we have a lot of warehouses to 

accommodate for our clients’ emergency.” – 

Company C 

 

ſČ"º 

Supply of Resource 

 

“WúĨƯû¥łeǌ �ëąëŗöǆ

ĕǌëǌƣ�ŧƛ�ƫǌ�ŧëųÉŷâǌ

�ëąëN,�ƫĨSŬǌƥëǌƘ���

K(ƥĻXƘ�(õ�ǌ¼)ąë�Ǌ»ð

Ĩcǀǌƥå�ùĨ�” – A5W 

 

 

“żƎĨR¨Ə�ãbǌżƎĨR¨Þ ƥ

å��YùĨþ�Ŀƞbǌ�+�ëƣ(Ƭ

�U�Ž¨?żƎb” – B5W 
 

 

 

“Ǆ¨ě=ƧŧĨå�_ǌlĒ�ƎƑU�

ë~{�ƠÓǌUå�ŧŬō�(~Ĩ�_

“It is easy to qualify as a truck driver. Do you have 

a professional license? Yes. Then do you have the 

necessary documents and training to transport 

CSC’s shipments? Yes. 10 out of 10 people will 

satisfy these 3 requirements because drivers are all 

the same. Generally, the acquiring cost for drivers 

is not an issue for us.” – Company A 
 

“It is not difficult to acquire trucks. The legal 

channels for acquiring trucks are the same for 

every company. As long as you have the financial 

resources, you can acquire trucks.” – Company B 

 
 

“Employees are particularly valuable because 

training a good employee is no easy task. In 

comparison, you have a lot of truck suppliers to 
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ëæ*�å¥łe” – C5W choose from.” – Company C 

Ĵêťƺ¯ 

Social Complexity 

“õ��ùĨæ*��=q�ƸƳ%g” – A

5W 

 

 

“�+�ŧBƌƛ Ƙ(Šöǌ�ąë¥m

�Ĩ�¾ǌ�¾ąëwDĨůǌ�UŘŧN

�NÄ��ŚëĨ5WĨ�¾ǌĬ��UŘ

Ƙù�»ð�êÐǉ” – B5W 

 

“Interpersonal relationships make a difference 

when all the companies have the same 

qualifications” – Company A 

 

“Assuming one won’t have a stable client upon 

first entering the industry and the amount of clients 

has not grown, one would need to steal existing 

firms’ clients, which may increase its acquiring 

costs.” – Company B  

 

ĉ¦ 

Law 

 

“ƣ5W?��ĨŨøØ�ĨÆĵǁO��

�bǌ¿�ÁêŲư�~��5Wǌ8�ƥ

åY��5WǌĒ�ǊqY�(5Wţ¼Į

?j(5WĨZ�ǌƘOåƋĵÕĨƳ%ǌ

��ėöǁƗĵĨcǀ” – A5W 

 
 

“ėöƎƋ�śĨƓƎ��ùǌ�×q�ţ

ƥąëưƥąëƳ%ǌUåėöƎbǌ��

ư��ë¥{ĵƩǌ����ĕŝľǌ��

“When a company reaches a certain scale, its tax 

level will increase, which is why a company may 

have a lot of subsidiaries. The reason you may see 

four different names for the same company has 

everything to do with tax policy. It is a matter of 

year-end tax refund.” – Company A 

 

“Commercial vehicles are different from normal 

vehicles. You can leave normal vehicles in your 

garage without any consequence, but if your 

commercial vehicles are not in operation, your tax 
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ąëäï}�ąëäï6ǌ�L�?���

ŧŎĵ” – C5W 

 

will be substantial. There are no weekend breaks 

for taxation. You are required to pay tax 

semiannually.” – Company C 

 

ĉŨ 

Regulation 

“VđĨĉŨĂƏ��Úǌ�ß�ƙĉŨƘ

ƢǌƘ(�ƙĉŨåăn 60���ǌĔ§

2ŐĶªźèǌáïVđå�ƕĤ^öĒ

	ǌ¿�ĉŨå�ƕĤ^Ē	…Vđğq�

Ŋƃ[�ö” – A5W 

 
 

 

 

“�)nzĨĉŨ�Ƌ¼)VđĨĉŨ��

ùǌYùå�VƎǌnzĨƎƋ¼)åY�

ü¢ Ĩǌ�UŘƐĨhÛ�Ă¼){ǌŧ

ƊĂƏ{ƆǌĬ� Ų»ð�êÐǉ” – B

5W 

 

 
“8�ĉŨ�ĨŨ�å�êEĨǌ�+�Ũ

“The regulations in Taiwan are relatively 

underdeveloped. Take traffic regulations for 

example, they were legislated in the 1970s, with a 

few slight changes later on. Back then, Taiwan’s 

economy depended on the agriculture industry, so 

the regulations revolved around agricultural 

products… Taiwan has gone through 

industrialization now” – Company A 

 

“Regulations in foreign countries are more 

favorable to their trucking industries. Although 

exactly the same, the trucks in foreign countries are 

permitted to carry more weights under their 

regulations. In contrast, we have to make up for 

those weights with more trips, consequently 

increasing our costs.” – Company B 

 

“Regulations don’t really change. Assuming there 
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�¬ù�å�êNèÖĨdǌ�ĉŨ+�Ũ

� 100õǌ�UŘêD 101�102�103õ9

Nň�Ũ��ǊñŦǌ�å�MðĨ 100õ

���êźEǌƘ( 100õŨ�~Ĩ�åĂ

ƏiŶĨǌ{: ĨñŦ´ũ���ê�¼

)£ƾ¥|” – B5W 

 

were originally one hundred regulations, these one 

hundred would generally stay intact. Although 

additional adjustments may be made in regulation 

No.101, 102, and 103, they usually do not have too 

much impact our businesses.” – Company B 

 

�ê 

Union  

“àðĨƋýőn�ĨƜƒġvƥ¥~ǌl

Ē�)ĨƜƒ�êå4n¯Ĩǌ¼)Vđ

ëǌUå�ąëƣķÙòǌlĒVđĜÃĨ

cǀ¥{dǌ��òŧŵVđĨñŦåŵĨ

ú`Ģdŵ?§ �å�(ØćŊĐlŅǌ

�TëƘùŖ�ǌ(�>ĩlŅǌ�b¼)

VđĨ�ê;¨¥{ǌ�;¨¥�XĠ” – A

5W 

 
 
 

“ƣ(�ê�Tå�(ZqƣƢǌ�įþŧ

�N,��Ų�ǊĉŨĨƘ(�XĠb�Ǌ

bǌŧNƋ�ŵǌ�ħĔ�U�NŵǌUå

“The transportation conditions in Japan and 

Europeans countries are healthy because their 

unions are national. Although unions also exist in 

Taiwan, they cannot achieve the same results due 

to the complexity of Taiwan’s institutional 

framework. Ultimately, these complications have 

to do with issues such as politics, economics and 

personal gain. For instance, unions in Taiwan are 

divided in many branches for no obvious reasons.” 

– Company A 

 

“The union seems to only exist in name. Although 

the union will listen to your complain about the 

impracticalities of regulations and voice your 
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ƣ(Ùòǌq¼´ũ© ƥąë~Ɲ” – C

5W 

 

concern to the government, its influence has always 

been limited in my opinion.” – Company C 

 

ÜI 

Culture 

 

“8�ğqVđĨĴêǌ�°ƘķñŦ�Ŋ

ąëƣǊĸ�ǌ�ŊąëƣǊ~ĥ�ǌlĒ

|�ƥŔ¸?»ðĨcǀ” – A5W 

 
 

“�UŘąëƴ/Ĩůǌ�(�¾)ơåêŏŐ

Ż�N,ǌTåêNĮƣ(µ�Ĩcǀ” – B

5W 

 
 

“lĒ¼Ƌ�å~ìPǌ½åë�Ǌěā�

ņĨƳ%ǌ~ƣ�ÇĨżǌ¼� Ż�Ɛ” – 

C5W 

 

“In Taiwan’s society nowadays, interpersonal 

relationships or friendships are not as handy as they 

used to be, because everyone is concerned about 

costs.” – Company A 

 

“Even if you don’t drop your rates, they (your 

clients) will still continue doing businesses with 

you as long as you handle it professionally.” – 

Company B 

 

“Based on our friendships or through some other 

forms of recommendations, I (your clients) will let 

you transport my shipments” – Company C 

 

Ũı 

Norms 

“àðĨƜƒöĚĊö�ëÏĿǌ4àðT

Řë{�VƎǌ+Ů�ŜVǌ�}Ƙ�ŜV

ë�VyÍ�ƶÍǌ¼ÁU�ĥ�VÝĨǌ

qàðĨƜƒ5êţƽ�åëƘķñŦǌĔ

“The trucking industry in Japan is regulated. 

Assuming only 10,000 trucks are allowed to run, an 

additional new truck can only run if an existing one 

breaks down and gets taken out. These kinds of 
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§.¼)VđĶªĂƏ~�ǋǌJ�Ƥƥë

ƘķŨŁǌē¢ĨŨŁǌƘå�)ħrĨƜ

ƒĤöĲ»Ĩǌ�å�²�īŽƎ�U�

Žǌ�êƵ��ǌUåąë¥âĳǌUå.

qàðýőn�įĨ¥âĳǌH]e/�ƥ

��ū~�” – A5W 

 

“żƜŠë¼)żƜŠ��Ĩ»ðǌ��Ĩ

»ð|÷»ð|÷ƥêë��ĨƜžǌb8

�Ƌ¼)¥
Ĩ�¾�|÷ƥêĶªÌ¼)

��ǌ|÷ĨƜž|÷ƥå¼)q�ĨĂƏ

{dǌ�åƣ(/ô��åŧqXĠĨŁo

ţƽǌ�¾U�ÎSĨdǌ¿�ĂƏąëƣ

ķ�Ǌ@/ĺĘǌ�ň¼)ąëƂƬ” – B

5W 
 

“¿ë|ƎŠǌ|÷ƥë�(7Ÿǌ�,Ĩ

�°ǌ��êNň�±¯ĺĘǌƙ��Ŋë

ƘķŨı” – C5W 

regulations exist in Japan. In the northern and 

central regions of Taiwan, a similar norm exists. It 

is an informal rule that restricts you from buying 

more trucks anytime you want, though it is subtle. 

In comparison, the regulations in Japan and 

Europeans are very clear, insomuch as determining 

the rates you can charge.” – Company A 

 

“A trucking company has a certain level of cost, 

and this cost approximately determines our rate. 

We generally determine the rates and our clients 

who have cooperated with us for a long time will 

usually stand by us. However, this rate must be 

within a reasonable range, acceptable to the clients. 

It is unlikely that we become unprofitable due to 

price competition.” – Company B 

 

“All the large-scale trucking companies have an 

agreement: nobody would initiate a price war. It is 

a norm that has been commonly followed.” – 

Company C  
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3.3.1 Industry-Based View   
 

 Consistent with Porter’s prediction, threats in the five forces model are not 

equally constraining. In Taiwan’ trucking industry primarily hauling steel, the force of 

buyers, rivalry, and new entrants are more dominant while the force of substitutes and 

suppliers are weak. The most controlling force is the force of buyers as it poses the 

greatest amount of threat to the industry. The view is reflected by these CEOs’ 

comments:  

 The manager of a steel mill matters a lot. It makes a difference whether he is 

 affable or not. For example, when the gasoline price is rising, he will pretend 

 nothing happens. However, when the gasoline price is falling, he will 

 immediately ask you to drop your rates accordingly. Although you won’t 

 necessarily have to drop your rates by a lot, a slight drop is a sign of good faith 

    (Company B). 

    …a trucking company that does not follow CSC’s guidelines can face    

               punishment so severe that causes it to cease its operation, equivalent to the  

    death sentence in our society (Company C). 

These two comments show the amount of pressure buyers put on firms in the industry. If 

trucking companies wish to continue businesses with their clients, they must adhere to 

their demands. If they do not, they stand the chance of losing sources of income. Due to 

the control buyers exert on trucking companies, they can easily play industry participants 

off against one another, consequently hurting the profitability of trucking companies.  

 The threat of buyers is determined by three sources: social switching cost, service 

differentiation, and relative number of buyers. As a component of customer switching 

cost, social switching cost is usually built up through long-term cooperation in the 

trucking industry. From the buyers’ perspective, time and energy spent on networking 

and employing the service of trucking companies are already a considerable sunk cost. 

Furthermore, if the buyers need to switch back to the original trucking company after an 

unsuccessful new arrangement, they may face substantial expense on amending a 

previous relationship. Although not as controlling as physical switching cost, social 

switching cost still affect buyers’ decision significantly when they choose their suppliers 
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(trucking companies). On the other hand, there is no special ancillary equipment needed 

for carrying steel, so service differentiation is minimal between trucking companies. 

Since it makes no difference which trucking company hauls the steel, it gives buyers 

more clout to bargain for freight rates. Lastly, the number of steel manufacturers is also 

relatively less compared to the number of trucking companies and quite a few of them 

purchase in large volumes. This makes competition between trucking companies more 

intense because all incumbents would want capture to the lucrative opportunities these 

buyers present. As a result, buyers stand in a better position to negotiate for more 

profitable conditions at the expense of trucking companies’ profitability. To sum up, the 

combination of low service differentiation amongst trucking companies and relatively 

few buyers in the industry give buyers more power than social switching cost reduces it, 

which is why the threat of buyers is high.  

 Followed by the threat of buyers is the threat of rivalry. The threat of rivalry 

depends on the intensity and basis of rivalry. The intensity of rivalry in the trucking 

industry is high due to slow industry growth. Slow industry growth limits the amount of 

potential profit that growing trucking companies may reap, thereby forcing them to take 

more drastic steps to gain market share. In addition, rivalry gravitates toward price rather 

than other dimensions. This can be easily seen in the form of price discounting. As one 

CEO remarked: 

 If there is competition, it is probably due to price (Company B). 

Since this research focuses on trucking companies that haul steel primarily, the 

advantages of segmentation has been removed. And since the services are found to be 

nearly identical and switching cost is low, competitors are more prone to cut prices in 

order to win new clients. As a result, a significant portion of profits is transferred directly 

to buyers through price competition. Moreover, although the managers interviewed all 

believed brand image is important and try to compete on the dimension of brand image, 

brand identification in the trucking industry is found to be mediocre at best. When brand 

identification is not particularly high, it is more difficult for trucking companies to justify 

their rates through the value provided by their brand images. In summary, slow industry 

growth, low service differentiation, and low brand identification are the reasons that 

threat of rivalry is intense for firms primarily hauling steel in the industry. 
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 The threat of entry is also considerable but it is not as great as the threat of rivalry 

or the threat of buyers. All the CEOs interviewed were not too concerned by the threat of 

new entry; and new entrants in the trucking industry primarily hauling steel are also 

uncommon presently. This can partially attribute to the fact that the height of the 

industry’s entry barrier is high. When the height of entry barrier is significant, potential 

new entrants’ ability to encroach on existing trucking companies’ market share becomes 

more limited. Entry barrier in the trucking industry is high because economies of scale 

and experience curve give incumbents cost advantages; and as mentioned before, social 

switching cost make switching between trucking companies fairly difficult for clients. All 

of these factors allow industry incumbents to enjoy advantages that new entrants are not 

able to have right away. Additionally, limited sources of freights also contribute to height 

of entry barrier, as it also affects industry munificence.  

 Large-scale firms in the trucking industry primarily hauling steel are able to 

command a better term with their suppliers because they generate more revenue to the 

suppliers. In exchange for this stability of income, most of the time suppliers are willing 

to offer more discounts to large-scale organizations. One CEO pointed out: 

 We seldom feel pressure from our suppliers because we have a lot of them. 

 Moreover, they all wish for our business due to our volume. When your volume is 

 huge, it is advantageous. (Company C).  

The suppliers mentioned here include tire, flatbed, and truck suppliers. Nevertheless, as 

stated by all the CEOs, the main operating expense comes from gasoline cost and driver 

wages. Although gasoline price in Taiwan is regulated by the state-owned enterprise CPC 

Corporation, it is ultimately determined by the global supply and demand of crude oil. No 

matter how large the scale of companies in the for-hire trucking industry is in Taiwan, it 

would not be able to have the scope to alter global gasoline price from its volume alone. 

On the other hand, small trucking companies targeting smaller clients can still enter the 

industry anytime and raise havoc. As one CEO recalled: 

 Sometimes due to a lack of goods to transport, a lot of two-  or three-vehicle 

 owner operators firms out there will decide to forego their short-term profits. For 

 instance, in order to secure shipments, they may initiate a price war and lower 

 freight  rates… (Company C) 
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If a price war is initiated, it will give buyers more leverage and cause profitability in the 

industry to fall even more. Although these situations occur more rarely in the present 

environment, the potential entry is enough to pose substantial threat to the trucking 

industry. As Porter (2008) explained, “[i]t is the threat of entry, not whether entry 

actually occurs, that holds down profitability.”  

 While firms can also enjoy cost savings in the form of experience curves, they do 

not always have the capability to capture them. Experience curves as developed by the 

Boston Consulting Group (BCG) is the lower costs organizations enjoy due to the 

experience they have. Typically if costs decrease with experience, the incumbents that 

have long been in the industry should enjoy the greatest cost advantage and retain 

substantial market share. Yet this is not the case in the trucking industry for steel. The 

reason being that experience curve in the trucking industry is highly dependent on human 

resources, specifically truck drivers and owners. The more familiar truck drivers are with 

their trucks and routes, the less likely they are to incur maintenance expense and violation 

tickets on the company. However, truck drivers’ driving habits are not something that can 

be passed on. When the truck drivers leave the organization, they take their experiences 

with them. There is not a standard operating procedure for new truck drivers to follow 

because every truck may differ by its models, mileages, and etc. Therefore the chance 

that a firm gets to enjoy an experience curve is extremely random.  

 Meanwhile, company managers in the industry are also responsible for making 

important cost management decisions for their companies. However, owners with more 

experience will not necessarily be more agile at cost management because they may be 

stuck in their ways of doing things. One owner discussed the management issue like this: 

 Usually the experienced one is, but maybe not. Due to human nature or traditional 

 ways of thinking, the experienced firm sometimes will be more resistant to 

 change. (Company A). 

Again, since whether costs can be reduced is highly dependent upon the personal life 

experience of firm managers, there is no guarantee of an experience curve either. 

Although certain level of experience curve exists in the steel hauling industry, it is not 

significant enough to contribute to the height of an entry barrier.  
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 While the threats of buyers, rivalry, and new entrants are fierce, the environment 

of the trucking industry is also not particularly munificent. This can be once again seen 

by the slow growth of the industry and reflected by the minimal amount of new entrants, 

which coincides with several scholars’ general consensus that organizations do not seek 

out environments that hamper their chance of growth and stability. As suspected earlier in 

the research and confirmed through the interview, the volume of goods that can be 

transported has indeed decreased as manufacturers relocated to other countries where 

labor was cheaper: 

 What happened to Taiwan’s supply of goods? Gone… The question of growth 

 depends on our clients, which is the manufacturing sector (Company A).  

New entrants generally do not enter an industry that is not munificent because they do not 

see the long-term benefits of such strategy. Additionally, to survive in a less munificent 

environment, firms sometimes have to compete through extreme measures or illegal acts 

(Staw and Swajkowski 1975), such as initiating a price war and overloading shipments. 

One owner asked the author rhetorically: 

 Do a lot of people break the law? Of course. It is merely an effect driven by the 

 intensity of price competition in the industry. It all comes down to the economy of 

 the country (Company A). 

The outcome of a less munificent environment due to slow industry growth is an increase 

in the level of competitive intensity and a decrease in profit for the industry as a whole. 

 Dynamism, or environmental stability-instability, is also found to be an important 

dimension in the trucking industry primarily hauling steel. The stability of the 

environment depends on whether change can be predicted. When organizations can safely 

predict environmental change, they are less likely to face uncertainty that affect their 

performances; however, such is not the case in the industry. Trucking companies’ freight 

rates depend heavily on driver salary and gasoline price, but both driver behavior and 

gasoline price can hardly be predicted:  

 …you need to understand your driver’s personal matters and his family matters. 

 These matters aren’t something that can be easily managed by someone with high 

 education (Company A) 
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 …the price of gasoline has a significant effect on (our rates) because it is quite 

 volatile and depends on the global economy (Company C). 

These emphases exemplify the uncertainty inherent in driver’s background and gasoline 

price and why decision makers are so concerned about them. The more dynamic their 

task environment is, the more ways trucking companies must find to eliminate 

uncertainty, which ultimately comes down to a tradeoff between costs and information. 

  

3.3.2 Resource-Based View 
 

 Contradictory to the resource-based view, trucking managers generally do not 

believe they can achieve better performance through the building of internal resources 

and capabilities. Physical resources such as overhead crane, forklifts, and warehouses 

create value for firms in recent years as they diversified into warehousing, loading and 

unloading freights. Nevertheless, trucking companies still generate most of their revenue 

through freight transporting, so they continue to rely heavily on their trucks and truck 

drivers. While valuable, both resources are not particularly hard to obtain, and by no 

means rare. The ease of securing one of these resources can be illustrated in the following 

passage: 

 It is not difficult to acquire trucks. The legal channels for acquiring trucks are the 

 same for every company. As long as you have the financial resources, you can 

 acquire trucks (Company B). 

On the other hand, interpersonal relationship is more likely to give organizations 

sustained competitive advantages because socially complex resources such as 

interpersonal relationships are difficult to imitate. However, as one owner stated:  

 In Taiwan’s society nowadays, interpersonal relationships or friendships are not  

 as handy as they used to be, because everyone is concerned about costs (Company 

 A). 

Even though interpersonal relationships may not be imitable, they are found to be 

increasingly substitutable to cost advantages in the current trucking industry due to 

commoditization pressure, which makes them as a competitive advantage increasingly 

unsustainable. Consequently, the author found that trucking companies typically base 
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only a small percentage of their strategies on building firm-specific attributes because 

few resources in the industry possess the potential to turn into sustained competitive 

advantages. 

 

3.3.3 Institution-Based View 
 

 In accordance with DiMaggio and Powell’s prediction of institutional isomorphic 

forces, coercive and normative isomorphism bound the strategies that trucking companies 

can employ. Coercive isomorphism shapes Taiwan’s for-hire trucking industry through 

the form of laws, regulations, and unions. However, evidence shows that Taiwanese laws 

and regulations are not particularly reflective of the industry’s operating environment and 

the union is incompetent.  

 The regulations in Taiwan are relatively underdeveloped. Take traffic regulations 

 for example, they were legislated in the 1970s, with a few slight changes later on. 

 Back then, Taiwan’s economy depended on the agriculture industry, so the 

 regulations revolved around agricultural products… Taiwan has gone through 

 industrialization now (Company A). 

Unsurprisingly, firms usually opt for more cost effective measures and resort to operating 

in gray areas as suspected. On the other hand, the collective struggle of members in the 

trucking industry to define their ways of operating bring about the pressure of normative 

isomorphism. Firm managers have long been formulating strategies that rely on the value 

of cultures and norms to ensure the long-term survival of their companies. One CEO 

addressed the issued this way: 

 All the large-scale trucking companies have an implicit agreement: nobody would 

 initiate a price war. It is a norm that has been commonly followed (Company C).  

This is consistent with Peng’s proposition that where formal constraints fail, informal 

constraints will play a larger role in providing direction that rewards firm performances. 
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CHAPTER 4  

DISCUSSION 
 

4.1 STRATEGIC IMPLICATIONS 

 
 The purpose of this research is not only to find out which strategic management’s 

philosophy has an influence on firm behavior and performance, but also investigate how 

the underlying factors come into the picture. Although this research is exploratory in 

nature, it still offers valuable insights for future research in the fields of strategic 

management and provides strategic improvements for trucking managers to incorporate. 

Industry-based view scholars contend that conditions within an industry shape firm 

strategy and performance. Resource-based view scholars argue that firm strategy should 

focus on resource management that enables the firm to build sustained competitive 

advantages. Yet another view is that formal and informal institutions must also be taken 

into account considering difference of every society from around the world. Although 

managers may not have knowledge of these different disciplines of strategic 

management, the findings of this research show that their strategic decisions are mostly 

dominated by industry and institution forces. In particular, while all trucking companies 

unanimously agreed that industry conditions drive firm performances, coercive and 

normative isomorphism are also found to play a huge role in Taiwan’s institutional 

framework. Yet when investigating the underpinning factors of these forces and how they 

interact with each other, the author has found that consistent with Peng’s view, each leg 

of the “strategy tripod” work congruently to shed light on firm survival and failure in 

Taiwan’s trucking industry. For instance, the existence of larger trucking companies is 

actually the result of resource-based strategies. On the other hand, it was also due to 

previous deregulation in the industry that firms began to pursue larger fleets in order to 

raise the height of entry barriers. We can therefore conclude from this finding that a 

seemingly one-dimensional phenomenon can happen for a variety of forces when viewed 

through different angles. This suggests that the industry-based view, resource-based 
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view, and institution-based view are equally important in strategy analysis and successful 

strategies are usually three-dimensional. 

 In analyzing trucking managers’ strategic making process, the author has found 

that securing sources of freight is deemed the most important aspect of a CEO’s job. 

From the CEOs’ point of view, sources of freights are potential clients in the industry, 

who are usually manufacturers of steel or steel processors. There are generally two ways 

to secure these clients, through interpersonal relationship and/or pricing. While the 

viability of network-based strategies depends on the formal and informal constraints of 

the particular institutional framework faced by the industry, the viability of pricing 

strategies depends on the supply and demand of industry factors, or so it seems.  

 Normally, trucking companies that do not wish to differentiate based on price will 

try to secure clients using a network-based strategy, which relies on the managers’ 

interpersonal relationships. This phenomenon can best be understood through the lenses 

of institution-based view. The findings reveal that trucking companies seek guidance 

from informal constraints such as norms and culture because formal constraints consisted 

of laws, regulations, and unions are unreflective of the industry’s challenges. For 

example, all the CEOs pointed out that although the government provided a guideline on 

how to calculate freight rates in the industry, the method was never adopted because 

freight rates are determined through industry price competition and somewhat by 

powerful buyers. If any trucking company were to charge according to the government’s 

guideline, it would not be able to secure any client since competitors will have lower 

rates. Consequently, no trucking companies were following these formal “rules of the 

game’ because they were counterintuitive. During situations like this where formal 

institutional structures are underdeveloped, interpersonal relationships, which are valued 

in the Taiwanese culture, act as informal substitutes for reducing uncertainty. Specifically, 

the majority of trucking managers still employ network-based strategies not only because 

they are just as long lasting and effective as other methods for securing clients, but they 

also present smaller risks under Taiwan’s current institutional framework. However, as 

formal institutional supports become stronger, the reliance on informal networks as a 

driver for firm strategies should turn less intense. Managers relying on social ties and 

association with their clients as a strategy to grow the firm should thus be wary of 
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institutional transitions to avoid wasting their resources and effort in the wrong strategic 

direction.  

 From the resource-based perspective, an interpersonal relationship can actually be 

viewed as a resource position barrier in the sense that “someone already has the resource 

affects the cost and/or revenues of later acquirer adversely” (Wernerfelt 1984 p.173).  As 

one CEO put it this way: 

 Assuming one won’t have a stable client upon first entering the industry and the  

 amount of clients has not grown, one would need to take existing firms’ clients, 

 which may increase its acquiring costs. (Company B)(emphasis added).  

This finding hints that the reason that it may be costly for new entrants or competitors to 

take away firms’ existing clients can be attributed to the social switching cost built up by 

the original firms. As social investments specific to each other are made to lengthen 

business partnership between trucking companies and their clients, interpersonal 

relationships are also inevitably strengthened. Considering this information, it can be 

understood as to why an interpersonal relationship is valuable. In contrast to the 

Business-to-Consumer (B2C) model, the exchange activities of trucking companies 

predominantly fall in the category of Business-to-Business (B2B) model, which generally 

has a smaller pool of prospects. Competitors without an established client base will not 

necessary have goods to carry if sources of freights in the industry are limited. Likewise, 

although it is not particularly difficult to enter the trucking industry, new entrants will 

also choose to not enter the industry unless they have reliable clients that can provide 

them with goods to carry. After all, when the task environment does not require their 

services, they run a great risk of having no sources of income. Meanwhile, incumbents in 

the industry who have already built an established client base using their interpersonal 

network will have goods to carry, hence revenue to support their daily operations.  

 Because an interpersonal network as a resource position barrier allows 

incumbents to have stronger stability and translates into an entry barrier, it is extremely 

valuable. Although an interpersonal network is not rare in the manner that every trucking 

manager has his own interpersonal network, some interpersonal networks are indeed 

more valuable and rare than others due to the greater revenue brought by the clientele 

within. In this case, such interpersonal relationship may be considered as a competitive 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

!

! 53!

advantage. If managers take measures to strategically build up social switching cost to the 

point where it is exceedingly costly for others to imitate, then they should have a 

sustained competitive advantage. While the findings show that interpersonal relationship 

is becoming increasingly substitutable to cost savings, firms that have trouble 

differentiating their services or becoming cost leaders should still fare well securing 

clients through a network-based strategy.  

 In contrast, to secure clients through pricing below that of competitors, trucking 

companies must have some sort of operational efficiency; otherwise the company will not 

be sustainable in the long run. One way operational efficiency may be achieved is 

through economies of scale. Even though the findings show that some CEOs do not think 

the benefits of economies of scale can be captured due to the difference inherent in their 

company size, firms with larger fleets actually have cost advantages.   

 It is established that capital requirements need not be high for individual owner-

operators wishing to compete in the trucking industry for steel, but capacity ideally needs 

to be added on a large scale to be efficient. This suggests economies of scale are present. 

Owners of a larger fleet are going to be able to fulfill a delivery of steel using a shorter 

amount of time and have drivers immediately go on other routes after their tasks are 

finished. In comparison, owners of a smaller fleet would need to make their drivers go on 

round trips for the same delivery, resulting in wasted gasoline and other inputs. Not only 

are owners of larger fleets able to produce more services and revenue by running more 

distance in the same period of time, but they are also able to have a greater cost saving 

from a reduction in variable cost.  

 Under the resource-based view, even though it is found that trucks and truck 

drivers are not difficult to acquire, sources of freights, or clients, are. Without a 

considerable client base, managers would hardly be willing to increase their company 

scale. Thus, large trucking companies are in fact quite rare in the industry, which implies 

economies of scale are indeed a competitive advantage. While large trucking companies 

cannot command better terms from gasoline suppliers as the findings demonstrated, 

economies of scale still help them enjoy cost advantages from operational efficiency and 

other input suppliers. Since scale economies help trucking companies neutralize the threat 

of entry in addition to the threat of rivalry, two of the most controlling forces of 
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profitability in the trucking industry, they need to be given more attention in managers’ 

strategic making process in securing clients.  

 Another major finding of this research is that brand image is also a key 

determinant for buyers selecting trucking services. However, the value of brand 

identification is quite limited because services are highly identical, rendering rivalry 

among trucking companies to be intense. Brand identity in the trucking industry is often 

based on the charisma of its CEO rather than the trucking company’s capabilities or 

service qualities, which is also why a network-based strategy is widely employed. As 

long as the CEO can promise his clients that the company will safely deliver the freights 

in a timely fashion and his clients trust him, he should be able to have their businesses 

within reasonable rates. Nonetheless, as the heirs of the family take over the company, a 

common occurrence in every trucking company interviewed by the author, the brand 

identity of the firm will inevitably be changed. In order to stand out in the competition in 

the long run, trucking companies primarily hauling steel should find new ways to 

differentiate themselves and build brand identities without relying too much on its CEO.   

 

4.2 Research Limitations 

 
! This research collected data from three in-depth interviews with trucking CEOs in 

Taiwan’s unique environment. The benefit of such approach was that it allowed the 

author to inspect the phenomenon in great details that was not otherwise possible when 

dealing with a larger number of research subjects. However, the interpretation of the 

phenomenon was inevitably skewed toward the author’s own perception. There were no 

doubts other ways of interpreting the data from researchers in various backgrounds that 

may render data collection to differ. Since these were the author’s first attempts in 

conducting interviews, there was a high possibility that bias subjected to the author’s 

knowledge of existing literature was present in information selection. Although the 

author attempts to offer recommendation in the fields of strategic management through 

the selected data, the process of the author’s analysis is purely inductive. In other words, 
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causation of relationships cannot be verified by this research alone but must be validated 

with quantitative methods. 

 This research was also limited by its sampling method. Due to the difficulty in 

scheduling interviews, the sample size was inconveniently small. The three trucking 

companies that made up the sample were specifically selected in order to elaborate on the 

three disciplines of strategic management. Since the sample selection method was not 

randomized, a selection bias inherently existed in this research. The author can never be 

sure whether the conclusions drawn from these interviews can be applied to other cases 

because the author only dealt with three particular trucking companies. Therefore, the 

results of this research cannot be generalized beyond the participating companies because 

they may not be representative of the industry as a whole. 

 Even though the limitations mentioned above bounds this research’s applicability, 

results that emerged from this research can nevertheless not be ignored. As long as 

managers take the strategic implications with a grain of salt, they should find themselves 

on the path of success. 

 

4.3 CONCLUSION 

 

 As important as the trucking industry primarily hauling steel is to Taiwan, there 

has been limited research conducted specifically in this field. While enduring the 

challenges of economic downturns and pressure to reduce their costs, trucking companies 

have been left alone by the government to adjust their strategic plans according to their 

environments. Due to each manager’s unique perception of his environment and the 

different resources possessed by each company, certain disciplines of strategic 

management dictate the majority of strategic making process in the trucking industry. 

However, without understanding the underlying factors that shape firm performance and 

behavior in the industry, trucking managers may end up devising the wrong strategy for 

the company. While specific attention should be give to institutional transition, resource 

barrier acquisition, and service differentiation, if a CEO always carefully consider the 

industry-based view, the resource-based view, and the institution-based view, he will 

definitely ensure the best outcome for his company.  
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