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A Comparative Study on the Localization Strategy
and Factors determining the Performance of Subsidiaries
by Korea, Japan and Taiwan in China

Yong Mo Sung*

Abstract

During the past decade many researchers have analysed the influences and determinants
of Korean manufacturing firms invested into China. However, until recently, less interest
appears to have been focused on assessing the differences and the determinants of Korean
MNC subsidiaries performance by the level of the localization strategies. The objectives of
this study are to investigate in comparative perspective the following two questions toward
Korean, Japanese and Taiwanese subsidiaries in China. First, are there any differences in
the level of localization strategies in terms of subsidiaries” entry motives and the firm size?
Second, What are the determinants of performance including the localization strategies of
Korean, Japanese and Taiwanese subsidiaries? The data for this study were obtained from
the Korean, Japanese, Taiwanese MNC manufacturing subsidiaries in overall China by
questionnaires.

The results show that the level of value-chain activities localization has significant
differences with the entry motives and the firm size in Korean subsidiaries. The
administration methods’ localization has more levels on the large sized than on the small &
medium sized Korean subsidiaries. In Taiwanese cases, the value—chain activities
localization has significant difference with the firm size, and the administration methods’
localization has significant differences with the entry motives and the firm size. But the
value-chain activities” localization has more levels on the small & medium sized than on the
large sized Taiwanese subsidiaries.

* Professor, College of Business Administration and Economics, Cheongju University
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The localization strategies were not found to have influenced the subsidiary performance
significantly in Korean cases. But the Korean subsidiaries in pursuit of good relationship
with local employees have to be more profitable over the subsidiary’s performances. In
Japanese cases, the good relationship with local employees, the excellence of production
ability and the parent’s brand image have a positive effects on the level of performance. In
addition, the level of administration methods™ localization has a negative impact on the
small & medium sized Japanese subsidiaries performance. On the other hand, in Taiwanese
cases, the value-chain activities localization has a negative impact on the the small &
medium sized subsidiaries’ performance, while the administration methods localization and
the localization of decision-making power have positive impacts on the the small & medium
sized subsidiaries performance.

Key words: Localization strategy, Subsidiary performance, China FDI
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