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Yushan Bicycles: Learning to Ride Abroad 

 

Introduction  

A huge quarterly loss at Yushan Australia creates tension between the senior management 

and Australian subsidiary lead by James Hamilton who thought the setback was due to 

problems in supplying products and transfer pricing issues. In contrary, Chih- Hao Zonghan 

believes it was due to the unconventional strategy taken by James Hamilton. 

Yushan Bicycle which was founded by semi-professional cyclists Yan-Ting Hsieh and 

Zhiwen Tsuen is situated in Taiwan. It sourced its components from local producer. Their 

bicycles were distinguished by their streamlined shapes and distinctive colours. At first they 

produced mountain bikes, aerodynamic bikes, hybrid bikes. Latter in 2007, they started 

producing electric bike. 

 To capture production scale economies and to upgrade product mix, they expanded their 

business internationally. At first it tried to capture Singapore and japan market where they 

success in e-bike sales specially among the Japanese women. Then it entered into the Europe 

segment where the higher prices bicycles were n demand. After the success of Asia and Europe 

region, it entered the ocenian region which includes Australia, New Zealand and Indonesia. By 

late 2015 Asia group generated 70% of revenue, Europe group 22% and Oceania group 8%. 

Because of Australia’s pleasant climate, outdoor lifestyle and large cities make Australia the 

most important subsidiary of Yushan’s in the Oceania region. 1000 independent specialty 

bicycle retail shops were the primary channel which held 45% of market share. Mass 

merchandiser held 10% of the market and sporting Goods chain held 35% of market share. 

Because of less obligation and lower price e- bikes got popular among men in contrast to japan. 
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James Hamilton was in charge of Australia’s operation whose target was to sell 10000 units by 

setting price at the lower end of the range to build volume quickly. Then he wanted to create 

brand value and product reputation so that specialty retailers show interest in Yushan. He then 

begun to open branch in all over the cities of Australia like Sidney, Brisbane, Peth whereas the 

main office remains at Melbourne.  

Although Yushan reached 5960 bikes out of 10000 target which is a solid progress in the eyes 

of James, in the last quarter of 2015 Yushan faced unanticipated loss. Both paries offer some 

reason behind the loss. 

Hamilton felt YA’s losses was due to the transfer pricing policies based on direct 

manufacturing cost, overhead allocation, a finance charge. He believes that the subsidiary is 

taking the burden of factory costs and headquarter overhead. But headquarter manager said that 

transfer prices to Oceania were insufficient to cover marketing costs and technical expenditure. 

There was unpredictability in the transfer price. Currency Fluctuation was another problem.  

Besides that, there were problems on erroneous resource planning system. The system 

incorrectly reported stock availability on several occasions. Besides that, the information 

system took huge time to record orders. There was poor documentation and insufficient training 

for these errors. 

Lastly there was delivery delay in Australia in comparison with Asia and Europe. And the 

headquarters also acknowledged the fact. 

The headquarters of Yushan responded that Hamilton had invested very quickly in staff and 

organization and they did not like the idea about too many regional sales offices.  

They are planning to update its forecast weekly rather than monthly so that the inventory could 

be managed more effectively. They are also urging for a release of e-bike in Australia as they 
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have seen success in Japan and Singapore. Although Hamilton is against to expand the product 

line into a higher-end model. 

In march, Yushan had its annual meeting with an agenda of being one of the worlds most 

respected bicycle brands. Zonghan wanted more control over YA. However, Hamilton thought 

his team needed one more year time to achieve the goal. He believed it would be foolish to cut 

sales office and shift product strategy and suggested a lack of support from the administration 

was a concern. 

 

 

 

 

Identification Of Problems 

 

 How to develop sales and product strategy for Yushan Australia to grow profit and 

capture market share. 

 How Yushan Australia can overcome their losses which occurred in the year 2015. 

 How to develop a better and on time supply chain system so there will be no delay for 

the delivery of the product in the subsidiaries. 

 How Hamilton can cultivate trust between him and the Head Quarters so he can 

implement his own strategy and prove that his plan took time but was effective. 

 To build a new market-entry strategy. 
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Challenges of Yushan 

 Struggle to gain market share within Europe. 

 Transfer price to the Australian subsidiary. 

 It could not raise local price to match transfer cost. 

 Lack of trust in Australian subsidiary from Taiwan’s head management. 

 Lack of communication among the different subsidiaries. 

 Currency fluctuation 15% loss on Australian dollar compare to new Taiwan dollar. 

 Taiwanese’s lack of knowledge in Australian market. 

 Company of new information system. 

 Delivery delay of bicycle in market. 

 

Solution and Recommendation 

For Hamilton (General Manager, Yushan Australia) 

 

 Hamilton was given sufficient autonomy since the beginning for managing the 

strategic and operational matter but it seems that the decision made by him were not 

effective. 

 Instead of reducing the price for similar quality bicycles to build the volume he could 

have focused on brand enhancement and marketing to achieve the target. 

 They could have given various offers like discounts, gift vouchers to attract the 

customers. 
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  Price must be reduced up to certain limits for those models which people are not 

liking to purchase. 

 The transfer price conflicts had occurred because of the failure of Hamilton to account 

for a possible increase in transfer prices during negotiations. 

 Currency fluctuations had also been a problem for higher costs of goods sold for YA, 

the currency exposure using different financial instruments. 

 Hamilton is required to train all of his staff members for operating and understanding 

the new ERP system. Once all the issues are resolved by Zonghan. 

 He need to understand the rationale behind the corporate decision of supplying 

products to japan in times of shortages. So, the can avoid late deliveries. 

 He needs to work on developing the accurate forecasts and operate to achieve a 

breakeven. 

 He should focus more on updating and producing the weekly forecast. So, they can 

keep on tracking the sales and their targets. 

 He had invested already in the staff and warehouse spaces. So, from 6000 to 10000 

units no other staff would be required and he could have delayed the hiring of 

additional staff members at YA. He should consider laying off the staff to reduce the 

fixed costs. 

 He need to boost the market entry strategy for launching the E-bikes and YA should 

enter this market before the Chinese E-bike competitor. 

 

For Chih-hao Zonghan (Director, Sales & Operations) 
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 He must suggest Hamilton to incorporate the possibility of transfer price increase 

during the next negotiation. 

 He need to investigate the new enterprise resources planning system at Yushan 

Australia and identify and correct all issues related to the documentation and the 

system. 

 He should make efforts to train the staff of YA in terms of training them to operate 

the ERP system, marketing the products, dealing with customer issues and negotiating 

with the clients. 

 Instead of ensuring that he has given sufficient autonomy to Hamilton, he could have 

suggested Hamilton on the new product strategy for E-bikes in YA. 

 He must share and discuss the problems with all the subsidiary managers. 

 There is lack of trust between him and the judgement of Hamilton. So, he need to trust 

Hamilton’s judgement. 

 Hamilton and his team must get little bit more time for proving themselves. 

 

 

For Yushan Headquarters 

 There must be open communication between the employees(staffs) and the managers 

for better understanding of market. 

 New suggestions from anyone in the company whether he is a manager or any 

employee at low level must be welcomed. 

 They Should Concentrate on helpful Communication. 

 They should draw attention on the efficient production. 

 Develop unique marketing tactics which lead to higher market penetration. 
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 Yushan need to adapt the different cultural aspects of different markets and identify the 

consumer group characteristics. 

 IHRM is a vital component of implementing the global strategy of a firm. 

 Companies goals and objective must be clearly defined. 

 

 

 

DIFFERENT CONCEPT 

 

Motivation Behind Yushan’s Expansion Abroad  

 

As China led the world in bicycle production. Taiwanese manufacturers wanted to compete 

with China with their mid-range to high-end product of superior quality. On the other hand, as 

the customers seeking bicycles at reasonable price and willing to pay more for additional 

attributes and performance. Yushan is capable to serve these products according to the 

customer demand. The launched new e-bikes which road speed is 28 km per hour and can travel 

40 miles in one charge. That’s why they were motivated to expand their business in abroad. 

  

Organization Culture 
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 Zonghan & Hamilton both wanted to increase their sales production. Consumers of all over 

the world are not same at their thinking. Every Country have their own culture. The consumers 

of Europe are too conscious about the environment. On the other hand, consumers of Australia 

are conscious about their health & they like to do hard work.  

 

Consumers perception 

The perception of consumer is a crucial tool for gaining massive market share. Consumers of 

Australia are so health conscious & they used to sweating themselves. According to this, the 

market of Australia is not appropriate for e-bike. But there is a great probability of conventional 

higher end cycles. 

 

Controlling 

 Yushan put the profitability of its Taiwan based operations ahead of that of offshore 

subsidiaries which were carrying a burden of factory costs they could not control & 

headquarters overhead from which they did not benefits. When big contracts came up, some 

subsidiaries had negotiated transfer prices that excluded overhead, thereby increasing the 

burden on other subsidiaries. On the other hand, currency fluctuation creates another problem 

caused by the transfer prices were stated in NT$, the subsidiary bore the cost of this weakening 

of the local currency which significantly increased actual product costs above their budgeted 

costs of goods. 
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Company Performance    

Actions they should take to improve the performance of YA: According to the current market 

condition & local consumer’s perception Hamilton’s penetration strategy is perfect because 

penetrate the strategy the company will increase the sales volume for low price which will help 

to capture the market share. 

 

Strengthen value network 

By strengthening the value network further, and by adding quality and enhanced elements at 

different stages, the company will be able to maintain competitive advantage, as well as put off 

new players from the industry by increasing barriers to entry. This will allow the company to 

maintain sustainable competitiveness over other players, as well as maintain a possible 

leadership position in the local and international markets and industry. 

 

 

Aspects of strategic grouping 

 Specialization 

 Brand identification 

 Channel determination 

 Product quality 

 Technological position 

 Cost position 

 Service 
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 Price strategy 

 Financial or working influence 

 Parent organization relationship 

 Government relationship 

 

 

Conclusion: 

 

Yushan need to maintain all his subsidiary autonomy and adapt the culture aspects for 

entering into the market. This company needs to hire a sales manager and regional manager 

who is already having experience in the country. So, they can have managed easily. Company 

need to reorganise for reflecting similar product and organisational culture of the country but 

price strategy does not favoured to establish market and falling subsidiaries. 
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