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Chain Networks under the Raise  
of Local Suppliers in China: 

Taking Taiwan Electronics Industry as an Example* 
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Abstract 

Since 1980s, Taiwanese enterprises have been investing in the 
mainland China for 30 years. In the theory of internationalization, 
companies will deepen their degree of localization with the process of 
internationalization and searching for new supply partners in the local 
market and reduce their link between home countries. Therefore, the 
"intra-industry trade" generated by Taiwanese entrepreneurs in foreign 
investment is an important feature. However, since 2000, Taiwanese 
entrepreneurs have gradually increased the proportion of local 
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procurement of machinery, components and work in process. After 2010, 
the whole proportion of Taiwanese entrepreneurs purchase from Taiwan 
has fallen below 30%, but the proportion of machinery, components and 
work in process has continued to increase. For this situation, our study 
explores: (1) the degree of change in the supply chain relationship of 
Taiwanese firms on the mainland China; (2) changes in the local network 
structure and relations of Taiwanese firms and; (3) the supplying network 
firms follow-up Taiwanese firms relationship between local firms. The 
study results found that the Taiwanese entrepreneurs’ corporate network, 
did not show up the lock-in effect in the internationalization process, and 
the Taiwanese entrepreneurs’ supply chain network not only changed in 
“quantity” it also gradually evolved into “quality” change. In addition to 
increase in local purchases, the partners in the supply chain have also been 
gradually replaced network partners collaborate in Taiwan by mainland 
China suppliers. The construction model and transaction basis of network 
relations has also changed from the relational network to the transactional 
network. Our study suggests that enterprises should prefer trust-based 
relationships and gradually reduce the contracting relationship, and 
convert to multinational or multi-lateral network. 

Keywords: Network Relationship, Industry Environment, Localization  
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