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Measuring Uncertainties, Sharing Risks

1. Company Background

Unitech Electronics Co., LTD was established in March 1979. It began with an initial capital of NT$1 million, and the core business was to provide microprocessor-based solutions in the fields of automation services and production. Unitech later set up subsidiaries in the US, Germany and China, respectively. For the past 20 years, Unitech has continuously focused on providing information technology products and services, which have increased customers’ productivity. Through its diligence, Unitech also obtained the international quality assurance certification of ISO-9002; six ROC National Awards of Small and Medium Sized Enterprises; and ten ROC National Gold Awards of Excellence. In addition, Unitech has received recognition from both domestic and international professionals. As of 2004, Unitech has amassed a capital of approximately NT$1,517 billion and a labor force in excess of 500 employees. Their sales revenue alone has reached NT$10.4 billions the same year.

2. Current Operation

Unitech’s main products are desktop personal computers, notebook computers, Network devices, Internet connection equipment, graphical equipment, printers, monitors, optical imaging and scanning devices, automatic data collection devices (such as desktop and handheld laser barcode scanners, handheld CCD scanners, etc.), and various peripherals, especially consumable items and post-sale services. Presently, the major business model of Unitech has two categories; 1. High-tech products through channel distribution, and 2. Design, Manufacturing, and Marketing of Data Capture Products.


For many years, Unitech’s market distribution, cost centers, sales directions and backroom support systems have shown that quality management, systematic processes and computerized operations at Unitech are receiving recognition from different parties. The production and distribution in Taiwan have already reached economies of scale; its geographical coverage stipulates that research and development, and production are based in Taiwan, while finished products are sold in Taiwan, the US, Europe and many other countries. It has an extensive distribution network and market operations have adapted to a multi-customer framework. Because Unitech’s customers are across many different industries and businesses models, the company regularly deals with 5,000 or more customers; this has obviously reduced its operational risk.
3. Factory setup in Xiamen, China

Unitech has always expected itself to become a world leader of Automatic recognition systems. Also, due to the rapid growth of China’s market, Unitech has actively planned its China operations and its sales networks have expanded to cover the entire greater China region. It invested factories in Xiamen first to produce automatic recognition systems and scanner products but found the political environment quite different from that of Taiwan and future changes were rather difficult to control. Unitech therefore developed strategies to cope with detailed understandings of:
*The uncertainties of the general environments (including political, government policies, macroeconomics, social and natural)

*The uncertainties of Industrial environments (including operational, responsibilities, research and development, credit, and behaviors).

Hence Unitech felt it was better to adopt suitable risk management strategies, which will help and benefit its future competitiveness and its continuous internationalization.

(Wei-Yuan Wang is the Director of Business Administration Department, Shih Chien University, and Joseph Yu is a Professor of Department of Business Administration, National Chengchi University)
【Question and Discussion】

1. Because of the environmental uncertainties faced in China by the Xiamen factory, what types of risk management strategies should Unitech adopt? Are there any alternatives; possibly better methods?

2. How can Unitech establish a systematic procedure for analysis and risk management strategies of the environmental uncertainties faced in China when setting up its Xiamen factory? How can the company’s other future factory establishments benefit from the risk strategies adopted at that time? How does it help the company’s future internationalization when setting up factories in other countries?

【Critics and analysis】
1. Unitech should have a detailed analysis on the three environmental uncertainties: 1. the general environmental in China; 2. the industrial environment; and 3. the company’s environment. So that it can adopt suitable risk management strategies such as self-controlled, co-operative, risk sharing, risk transferring, risk buffering, and so forth. A complete understanding of the environments and plan for suitable risk management strategies will help and benefit the company’s operational efficiency. Readers can start from the analysis of the three types of uncertainties by probing into each environmental uncertainty and understand the sufficient levels of the company’s resources, then link with the five strategies to find out more detailed methodologies of different strategies.

2. Businesses investing internationally confront tremendous risk, as far as Unitech is concerned, it effectively understood the changes in environments and adopted suitable risk tasks and challenges. Unitech has spent all efforts to gather relevant information on China‘s environments and performed detailed analysis for the different environmental uncertainties and planed suitable risk management strategies. Readers perhaps can start from the viewpoint of knowledge management and discuss how can a company’s future factory establishments and internationalization benefit from the knowledge gained on environmental uncertainty analysis and the knowledge sharing mechanisms of such analysis.

