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Giant Machinery Riding to the Top
Company Background 
The Giant Manufacturing Co. Ltd (Giant) was established in 1972 and started out mainly engaged in OEM operations for Japanese companies to produce bicycles. Through its Joint and strategic cooperation with its suppliers, the company was able to curtail its production cycle. This has allowed Giant to become the largest producer of bicycles in the world. Presently, Giant manages its own brand name, which is attributed to about 65 percent of its revenues. The remaining 35 percent derives from OEM production, which includes two of the most familiar bicycle brand names in the US: Trek and Specialized. Giant’s brand name is globally ranked among world-renowned brands such as Derdy and Trek. 
Balancing between ODM and OBM 
After 10 years of OEM experience, Giant has already become the largest bicycle assembler in Taiwan and the second largest in the Asia-Pacific region. 
In 1981, Giant Manufacturing Co. Ltd established the Giant brand in order to position its medium and long-term initiatives to create its own reputation among bicycle consumers. At the same time, Giant approached its largest customer, Schwinn, a well-known American bicycle company, to create a joint venture to promote Giant’s own brand: Giant. However, this joint effort arrangement was conclusively thwarted when Schwinn instead, partnered with a Hong Kong based-company. After this development, creation of one’s own company brand became Giant’s major concern. In 1986, Giant (Europe) was established. The company was confident that since it had experience being one of Schwinn’s largest manufacturing suppliers that they surely would have a certain recognizable level of brand awareness in the US. In addition, they believed the quality of their product was equivalent to that of Schwinn’s and, at the same time, the pricing more competitive. This would surely create a favorable consumer response. However, inability to decrease its inventory levels and excessive returns by customers damaged the company’s penetration into the European market. The result was also attributed to the lack of quality initiatives provided in the European market. 
In an effort to improve quality, Giant established a single production line-IA(Industrial Art), which focused on precise industrial carvings to provide intricate products - to meet the quality demands of European consumers. At the same time, Giant did not give up its ODM business. In order to thwart the concerns of brand-name companies that Giant would use their technology or proprietary knowledge, Giant adopted a policy of separating the R&D from the ODM and OBM segments. This was accomplished by establishing different design teams with each having its own production line. Such a structure would allow the brand name players to compete with Giant’s brand name and at the same time provide GAINT with OEM production orders. 
Industry Competition and Collaboration 
In January of 2003, Giant and its rival Merida created a partnership with 11 Taiwanese bicycle part manufacturers to establish the “A-Team” system. This was in hopes of stimulating innovation, enhancing quality, and quickening response time in the bicycle supply chain. A-Team’s aspirations were to leverage the high quality of integrated manufacturing in order to counter the industry movement towards cost-down, low quality and ever-decreasing margins. 
It had taken each company over ten years to gain the experience and expertise to produce high quality bicycles, which accounts for about 30 percent of the world market. With the A-Team structure, they were not only able to provide an integrated structure for manufacturing and assembling the bicycles, but were also able to develop new products and seek out the acquisition of foreign parts manufacturers. This arrangement created a chain of global specialty bicycle retailers. It has been forecasted that by 2006 this strategy will allow the A-Team to occupy 50 percent of the high-end bicycle market, which would be one of the biggest players in the bicycle industry. 
Regarding the A-Team’s operations, Giant not only sought to make Taiwan into a strategic command center to create high-end bicycles, but also hoped this endeavor would enlarge their operational domain in order to enter other non-bicycle industries for growth. This would allow effective entrance into new consumer markets so to create new business opportunities. 

Question 
How did Giant shift from OEM to ODM and OBM operation? Also, how did Giant effectively lead a network of manufactures to continually grow and at the same time entrench and strengthen its own position relative to its network-partners?
Explanation 
1. Giant’s transformation from OEM to OBM operations was a natural reaction to the forces engaging them in the industry. The key was not to create completely new infrastructure for one to advance and utilize, but to adjust oneself to the existing infrastructure and competitive environment. It was only after Giant’s experience working with Schwinn that allowed them to finally come to the conclusion of the harsh realities and uncertainties of OEM and the limitations of not having one’s own R&D or technology. This compelled Giant to begin with basic quality improvements, strengthening of R&D and innovation, allocating more resources to effective supply chain management. Such actions allowed the companies to position themselves to create and manage. Their own brand names as bicycle producers and marketers. 
Moreover, “Giant” continued to provide ODM work to avoid from becoming too narrow-sighted when it came to R&D. This allowed Giant to work with and interact with other global companies in order to understand their R&D and innovative abilities. By leveraging the capital and technical skills gained from its OEM/ODM work, Giant succeeded in a smooth transition to OBM operations. 
2. Since bicycles manufacturing has the characteristics of a central satellite industry, Giant plays a pivotal role in the success and leadership of this industry. In order to guide an integrated manufacturing system to provide added-value products and avoid the myopic migration of industry to Mainland China solely based on cost-concerns, Giant began a qualitative transition from OEM to ODM and then finally to OBM. After this was accomplished, Giant approached its main rival and other vendors to create the A-Team. This arrangement allowed the A-Team to compete with Mainland Chinese bicycle manufactures not only with respect to cost, but also quality and innovation. The success of the A-Team has attracted experienced and established distributors to their camp and also has proved the logics and concepts of such “co-opetition” strategy. 
