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Q & A: STAN SHIH OF ACER

Computing Success
Taiwanese exec discusses PC industry, links to Bay Area

Carrie Kirby, Chronicle Staff Writer
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Part entrepreneur, part management guru and part national cheerleader, Stan Shih co-founded top 
Taiwanese tech firm Acer in 1976. It's now the world's No. 3 computer manufacturer, selling PCs in 
Asia and Europe under the Acer name and worldwide through other computer firms like IBM and 
Dell. Acer also contracts with Compaq and Hewlett-Packard, whose proposed merger embodies 
the kind of change Shih says the PC industry must embrace to survive. 

In Asian business circles, Acer chief executive and Chairman Shih is both revered and emulated 
for his success in building Acer into an internationally known brand name and for his unique 
management style. His books "Me-Too Is Not My Style" and "Growing Global" are read in English 
and in Chinese by aspiring entrepreneurs. He serves as technology adviser to Taiwan President 
Chen Shui- bian and is a director of Santa Clara's Applied Materials. 

But the view from the top of the personal computer industry is not pretty these days. Acer lost $29 
million in the first three quarters of 2001, although it expects to show a profit for the last quarter of 
the year, which it will report at the end of April. 

As Shih, 57, nears retirement, he is struggling to remake his company so it can compete after he's 
gone. He's branching out into the services business and moving more and more manufacturing to 
mainland China, where labor is much cheaper. But that move is complicated by Taiwan's 
contentious relationship with the People's Republic of China. 

The Chronicle sat down with Shih during his visit to the Bay Area last week. 

Shih was here speaking to local entrepreneurs, students and others through the Chang-Lin Tien 
Distinguished Fellowship, sponsored by the Asia Foundation, an international organization based 
in San Francisco. . 

Chronicle: Back in 1976, what inspired you to become a technology entrepreneur in a country 
where there wasn't much precedent for that? 

Shih: Because I had visited Silicon Valley, I recognized the microprocessor was going to lead the 
second industrial revolution. We Chinese could not miss that opportunity again -- we missed the 
first industrial revolution already. We put our effort into trying to bring this new technology from the 
United States to Taiwan. That was the begining of Acer. 

Chronicle: How will Acer survive these dark days in the PC industry? 

Shih: We would like to leverage our PC brand name and global sales network and migrate into IT 
services. 

Right now, we're introducing the E-Office service in Taiwan. With E-Office, you can have e-mail and 
a local-area network, but managed by Acer. We build the infrastructure -- including equipment on 
the customer site. It all belongs to Acer. 

Big enterprises in the U.S., of course, can afford to build their own infrastructure, but it is not the 
right way. 



An example is smart cards. Why have smart cards not become popular? Because banks have to 
build the infrastructure. That infrastructure is not justified for a bank, or for the merchants. For 
smart cards, Acer plans to invest, to build infrastructure for all the banks and all the merchants. 
They just pay by usage. 

We will do this first in Taiwan, then China. 

Chronicle: How would a merged Hewlett-Packard and Compaq affect Acer? 

Shih: I think it's not too big an influence on our businesses, because the PC business is so mature 
and the margin is so limited. Acer also is doing a new type of IT services, so we will not compete 
with (the merged company). 

In the long run, we may become a partner in services with HP or Compaq, helping deploy their 
products in Taiwan and China. Acer Group is also a distributor for HP servers and workstations in 
Taiwan. 

Chronicle: Is the merger a good idea? 

Shih: They have to make a change, whether it's a merger or something else. But the real challenge 
is the execution. It's very difficult in the current environment. There is a lot of competition, and you 
have to make a lot of changes. At Acer, we are also doing a lot of reorganizing to remain 
competitive. 

Chronicle: How is the culture and structure of Acer different from a traditional Taiwanese or 
Chinese company? 

Shih: From the first day of our company, I tried to change Taiwan enterprise. Most enterprises there 
were family-owned, with centralized management style. From the first day, all managers could 
become shareholders, and a few years later, all employees could become shareholders. That was 
the first case of employee ownership in Taiwan. 

Chronicle: Was there a U.S. company you took as a model in this? 

Shih: No, because the difference is, all our employees had to put money in. It's not stock options. 
They had to take a risk on the company. 

This was quite unique, because you have to keep the books open. Taiwanese businesses 20 years 
ago, their books were closed. But I thought that was not the right way for the future. 

Chronicle: How will the growing economic interrelationship between China and Taiwan affect 
relations between the two countries? 

Shih: I think from the business point of view, Taiwan and China tied together brings mutual benefit. 
And we don't see any reason for stopping that progress, unless they have a political reason. 

We also hope this mutual benefit of economics and trade relations will establish a foundation for a 
future mutually acceptable resolution. And we don't know what that will be. The current proposal 
from China is not acceptable. From Taiwan's point of view, one future China is OK. But if "One 
China" is the PRC, that's not acceptable right now. 

Chronicle: But doesn't growing economic interdependence give China more clout to bully Taiwan? 
For example, the Chinese government has warned that your position as adviser to Taiwan's 
president could negatively affect your operations in China. 

Shih: China had a misunderstanding about the new government supporting independence. As a 
corporate citizen, you have to support the government. I was also an adviser to (former) President 
Lee. I am neutral. I support all parties. 

If they try to take my small Chinese investment, I'm fine. I can survive without China. Let's put it 
this way. Taiwan is relying more on China, but in the past, Taiwan relied more on Japan or the 
United States. When you do business, you have to depend on other countries. This is the global 
economy. 



Chronicle: How will China's entry to the World Trade Organization affect you? 

Shih: Now, it's not a big difference. But soon, as the China market develops, the WTO will help, 
gradually. I am talking about the consumer market. 

In China, if they open the markets, it will force local companies to compete with international 
players, and the local companies will benefit in the long run. 

Chronicle: Describe the relationship between Taiwan and the Bay Area. 

Shih: Taiwan's development in the past 20 years in high tech is almost 100 percent related to 
Silicon Valley. Although I was not educated here, 30 years ago I had already visited here. In many 
areas we are ahead of Japan, because of our direct link with Silicon Valley. And Silicon Valley is 
special because so many Chinese Americans live here, and they also help build the relationship. 

And actually, we have put a lot of investment in Silicon Valley. We invest more in the U.S. than in 
China, much more. Through venture investment we are involved in software, communication, 
optical electronics and semiconductors. Every year, I invest maybe $30 million, $40 million in the 
United States. 

Chronicle: You plan to retire in three years. Are you prepared for that? 

Shih: Yes. I am happy to see after my long-term effort, I really built a totally unique company in our 
part of the world. 

It's important to at least break through many of the conventional approaches. I'm not sure my way 
is better. I will say it's a new alternative, at least. I think my personal contribution over the last 25 
years has really been to give a lot of young entrepreneurs a lot of hope: Acer can, they can. Stan 
can, they can. I am happy (that now) there is not only Acer in Taiwan. There are many companies, 
and many of their CEOs are from Acer. We trained most of Taiwan's good general managers in the 
high-tech area. 

STAN SHIH AND ACER AT A GLANCE

. Stan Shih 

-- Born in Chang-Hwa, Taiwan, Dec. 18, 1944 

-- Co-founder, chairman and chief executive of Acer Group 

-- Adviser to Taiwan President Chen Shui-Ban 

-- Director of Santa Clara's Applied Materials 

-- Known for innovative management style . Acer Group 

-- Founded in 1976 for the manufacture of microprocessors and later personal computers 

-- Now the third-largest computer manufacturer worldwide 

-- Makes PCs and components for major world brands 

-- Recently spun off BenQ, which makes mobile phones, digital cameras and computer peripherals 

-- Plans to invest $1 billion over three years in e-services 

E-mail Carrie Kirby at ckirby@sfchronicle.com.
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