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A Study on Business Opportunities and Strategies of
Electric Vehicle Systems and Critical Compaonents under

Global Electric Vehicle Development Trends
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Abstract

The research study, aided with the investigation on the development history
of global electrical vehicles, considers China has the largest automobile market in
the world. Driven with full-fledge efforts from the Chinese Government for the
commercialization of electrical motor vehicles, it will also emerge as a major
electrical automobile market at a global level. In view of the perspectives from
the suppliers for electrical motor vehicle systems and critical -parts and
components in Taiwan, the Chinese initiation of electrical motor vehicle
developments is lagging behind the developed countries (USA, Europe, and
Japan). The technology and supply systems are not yet at the mature stage, thus
creating a greater window opportunity for penetration, especially for the system
suppliers.  Therefore, the research study took the position that China should be
considered as the priority target market for the Taiwanese suppliers for electrical
motor vehicle parts and components.

Due to the fact that electrical motor vehicles are classified into multiple
system frameworks based on the degree of electrification, variations exist in the
technological requirements, development timelines, and degree of maturity. To
manufacturers developing electrical motor vehicle systems, therefore, they need
to verify its development advantages from the technology perspective as well as
concurrently understand the arget market’s product trends.  Currently, the
popularization of electrical motor vehicles still requires financial subsidies to
minimize the cost gaps with traditional internal combustor motor vehicles, so the

targets rewarded with the policy subsidies could be regarded as the state
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government’s electrical motor vehicle technology development guidance. The
research study employed the Chinese Government’s subsidy conditions for
various electrical motor vehicles to determine that China set the mild hybrid
power, plug-in hybrid power, and pure electrical power as the major development
directions.  Under the circumstances that the mild hybrid technologies have been
controlled by the major transnational suppliers, the pure electrical framework
should be the option for Taiwan’s suppliers to develop associated electrical motor
vehicle technologies.

How to enter into the Chinese motor vehicle manufacturers® electrical motor
vehicle supply chain is the focus of the research study’s investigation; the motor
vehicle manufacturers’ procurement or alternative models vary according to the
motor vehicle manufacturer’s characteristics. The Chinese motor vehicle
manufacturers can be basically classified into the joint venture and proprietary
corporations. Due to the fact that the car models produced by the joint venture
motor vehicle manufacturer are all manufactured by the oversea parent company
after it completes the development prior to the introduction for production. As
the technologies and specifications are controlled by the foreign parent company,
the procurement decision-making authority also lies in the hands of the foreign
motor vehicle manufacturer. Even though the supply systems of the European
and American corporations among the foreign motor vehicle manufacturers have
a higher degree of transparency, they still prefer to purchase the critical parts and
components from the European and American suppliers, such as Bosch and

Delphi.
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The demands for the critical parts and components of electrical drive
systems and battery systems have been derived from the electrification of the
motor vehicles. Although this potentially tremendous commercial opportunity has
attracted many corporations to be involved in developments of associated systems,
parts and components, a majority of suppliers lack solid track record of supplying
related electrical motor vehicle parts and components, but are also deficient of
automobile industry experiences. Thus they are unable to acquire opportunities to
cooperate with leading motor vehicle manufacturers from Europe, United States,
and Japan. On the contrary, proprietary motor vehicle manufacturers from China
have only established a short-term presence in the automobile industry and are
lagging behind the developed countries in terms of electrical motor vehicle
developments. The electrical motor vehicle system’s integration technologies still
remain immature. To the electrical motor vehicle system suppliers, therefore, they
are the candidates for the priority interactions.

As encountered with the foreseen infinite commercial opportunities created
by the electrical automobile industry developments in China, Taiwanese suppliers
with the intention of entering into the Chinese market will not only face the
competitions: from ‘the local Chinese suppliers and transnational parts
manufacturers but also need to encounter the opportunities and obstacles derived
from the industrial initiatives that the local governments and automobile industries
in China have for promoting the electrical motor vehicle commercialization and
developments.

Many local governments accelerate electrical motor vehicle commercialization

through cultivating local priority corporations, planning new energy industrial
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parks, establishing new energy automobile industry alliance, supporting the
developments of relevant technologies, and implementing other measures.
Concurrently, since the first Chinese new energy automobile industry alliance
was established in Beijing in June, 2009, the industrial alliances associated with
new energy motor Vvehicles have been founded one after another. They can be
classified into local, central, industrial, and international categories. Constructing
industrial alliances has become an important action for concentrating resources
and integrating supply chains. Some position the entire motor vehicle corporation
as the core to ally with relevant parts and components suppliers and academic
research institutes to form local industrial alliance; the alliance is also made to
conduct commerce-based vertical integration into an industrial alliance with the
availability of total solutions, thus giving rise to the possibility of forming
barriers to the suppliers establishing a later penetration into the market.

Since electric motor, controller and battery do not exist in the supply
systems of traditional internal combustion vehicles, many businesses do not
have experiences regarding automotive industry, as a result, businesses
have to prepare themselves according to the requirements as being a
supplier in the automotive industry, including quality management, product
planning, supply chain management, quality control, manufacturing etc.

In response to demand of China automotive manufacturers on systems
of electric vehicles, individual component suppliers can form alliances with
research organizations to develop electric vehicle systems. For suppliers
without supply records to automotive market, small independent domestic

automotive manufacturers without strong R&D capabilities are the
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preferred partners to obtain the vehicle platform for system verification.

As local governments of China have being proposing policies and
incentives  to accelerate  commercialization of electric vehicle, and
designating electric vehicle industrial parks to attract electric vehicle
manufacturers and suppliers to move in, Taiwan suppliers can select the
sites where their value activities can integrate with existed upstream

suppliers or downstream customers.
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