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Chapter 1: Introduction 

 

 

1.1 Research Background 

 

World is shrinking, so our horizons must broaden. The technological innovations in this 

twentieth century have changed the way we do business. Two most noticeable trends are 

revolution in transport industry and emergence of internet as the powerful medium of 

information & communication. Easy migration of people and scalability of products and 

services has changed the landscape of markets. Markets are no more limited by geographic 

boundaries. In today’s globalized world, businesses have the information and means to 

utilize market opportunities across the world. Nations have used their natural dividends and 

honed specific skills in different areas to capture the industry segments. To illustrate the 

point, US developed its economy on consumption, free market and culture of innovation. 

Japan, which was low on natural resources, built economies of scale in electronics and auto 

industry by pursuing the quality and efficiency.  China used low cost manufacturing to 

create the 3rd largest economy while India used its high-skilled human force to leave a mark 

on software and BPO industry. However as world economy is evolving further, 

collaboration and interdependence between nations and businesses are growing. Foreign 

direct investment (FDI) flow reported by United Nations Conference of Trade and 

Development (UNCTAD) indicates this shift. Latest report from UNCTAD puts the outward 

FDI at 16.8% of gross fix capital formation in 2007 as compared to 7.9% averaged from 

1990 to 2000. This trend underlines the growing economic co operation between different 

nations. Nations and companies are not shying away to use complementary skills and 

resources from each others to develop and compete in specific industries.  
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India and Taiwan doesn't share much in common history probably other than the traditional 

rivalry with China and the common culture based on similarities of Buddhism and Hindu 

religions. While Taiwan has struggled at international stage due to one-china policy 

relentlessly pursued by China, India also fought a war with China in 1962. Much has 

changed in recent years as both Taiwan and India have tried to improve the diplomatic 

relations with China within their own political framework. 

 

Both countries India and Taiwan began their industrialization in early 50s. India, after the 

independence from British rule while Taiwan kick-started its first 4 year economic 

developments plan in 1953 after gaining political stability. At the beginning of its 

industrialization process, Taiwan started by developing labor intensive industry. Taiwan 

relied heavily on food and beverage industry. By 1960, Sugar was its top export accounting 

for over 40% of total exports. In 1960, Taiwan’s per capita gross national income stood 

about $156 but since then economic development in Taiwan was remarkable with the 

average GDP growth rate exceeded average of 8% from 1960s to 1990s. The share of 

manufacturing in GDP of Taiwan continuously increased till the emergence of China as the 

manufacturing hub. In early 90s when production activities shifted to china to achieve 

higher productivity with its cheap labor pool, Taiwan businesses suffered. They either 

moved to China or shifted out of the manufacturing. Since then, share of services increased 

in the GDP while that of manufacturing declined.  

 

Until late 80s, despite of its large population, India remained underdeveloped country. Since 

1980, its economic growth rate has more than doubled, rising from 1.7 percent (in per-capita 

terms) in 1950-1980 to 3.8 percent in 1980-2000 and than over 6% thereafter. Latest growth 

has been unleashed with a turn towards free markets and open trade. Emergence of China 

also played a critical role in this transformation. Two such contributing factors are - First, 
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India & China are world’s two largest nations by population. This often invites comparison 

between these two countries. The diplomats & industrialists in India have derived the spirit 

of competition from its big brother China. It has helped India to push policies and reforms 

in its quest to do as well as China if not better. Second, the emergence of China has 

threatened the United States and other developed counties, China’s growing dominance in 

economic and military power is not very welcome as it presents a significant threat of 

power imbalance in long run. India has received backing from these nations as India is seen 

only other capable country to be able to balance China’s influence in the region. India has 

yet to catch up to China’s growth rates but thanks to its solid democratic institutions and 

impressive performance in information technology, the country is increasingly vying with, 

if not displacing, China as the country of the future in the eyes of many knowledgeable 

observers. 

 

India & Taiwan coined as IT (India + Taiwan =IT) have developed their competitive 

positions in different industries. These two nations have complementary skills and can 

co-operate to fulfill the economic growth desired by both countries. Need is to have clear 

commitment, target and right strategies.  

 

1.2 Research Objectives & framework 

 

While Taiwan economy is characterized by exports and hardware industry, Indian economy 

is largely characterized by domestic consumption and software industry. Taiwan has 

achieved tremendous growth before 90s but has seen stagnation after emergence of China 

due to shift of manufacturing and international attention shifting to huge market potential of 

China. India has followed the growth pattern similar to China in recent years.  
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Taiwan is on historic cross road today as it prepares itself in this new world where China 

stands as third largest economy and moving towards to be the largest economy of the world. 

China is the largest trade partner of Taiwan and also has drawn significant investments from 

Taiwan. Recent move of Taiwan to open-up more sectors for Mainland Chinese investment 

will probably soon make China as biggest foreign investor in Taiwan. This puts Taiwan in to 

quite a unique risk of overdependence on China. India is predicted to follow China on path 

to become a leading economy in the world but quite interestingly, the trade and investment 

between India and Taiwan have not been of any significant volume.    

 

My objective of this research is two fold. First, analyze the policies used by Taiwan and 

India to establish the dominance in high tech industry in their respective field and then to 

analyze the existing economic co-operation between these two countries.  

 

This paper consists of four chapters. Chapter 1 is introduction of the overall thesis structure 

that starts with the similarities and contrast between economies of India and Taiwan. 

Research objective for this paper as well as other issues are then identified along with the 

description of methods and limitations found during this study. 

 

Chapter 2 covers the overview of economies of India and Taiwan.  Further in-depth 

analysis of policies and response in these countries is presented focusing on development of 

their respective high tech industries. This chapter also covers the development of Industrial 

clusters in Taiwan and software technology parks in India. These parks have played 

significant role in development of high tech sector in these countries. India’s quest for 

establishing hardware manufacturing is known. The status of electronics production has 

been presented together with the opportunities, challenges and initiatives. Chapter 2 ends 

with a brief summary of China’s economy as it gives the platform to compare the economic 
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co-operation between India and Taiwan which is the essence of chapter 3.  

 

Chapter 3 presents the economic cooperation between India and Taiwan at three fronts- 

Trade statistics, investment statistics and finally the major investment from Taiwanese 

companies in India. Thesis also covers different business models used by Taiwanese 

enterprises to expand their presence in Indian market.  

 

Chapter 4 summarizes the incentives for both sides India and Taiwan to enhance the 

economic cooperation and outlines the major obstacles faced by businesses of both sides. 

Several initiatives have been taken by both govt. and industry leaders to increase the 

economic co-operations. Further recommendations are then presented to help support these 

initiatives and take the co-operation to new height. 

 

1.3 Limitations 

 

The journey to write this paper has been very interesting and challenging. One of the 

challenges was to define the scope of work because nature of co-operation between two 

countries is deep and broad subject. It involves several economic, political, social, 

geographical and other aspects. Even within each of these domains, the vast amount of 

information has to be considered. 

 

The other limitation came form the data validity. Varied sources often had different data for 

e.g the trade reported between India and Taiwan by different sources is different. This might 

arise due to currency fluctuations and base currency used in calculating and presenting the 

data. 
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Third limitation came from the very fact that India officially doesn't recognize Taiwan due 

to its support to one China policy. Hence official sources don’t reflect for e.g. the foreign 

investment made by Taiwanese companies in India. The foreign investment may have been 

directed through other countries such as through China.  




