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   Chapter 6  Conclusions and Policy Recommendations 

 

This chapter will summarize the results from the research and according to these 

findings will give some suggestions to Taiwan’s enterprises regarding both China’s and 

Taiwan’s government. The first section will describe the conclusion of this research and 

the second section will give some suggestions to Taiwan’s enterprises for business 

assessments for both China’s and Taiwan’s governments for evaluation purposes. 

 

6.1 Research Conclusions  

The data of this research has been mainly extracted from the Investment 

Commission, MOEA, ROC, and the China Statistic Bureau Annual Statistical Data. 

Data has also been collected on Taiwan’s foreign direct investment, FDI statistics, 

regional distribution, the changes to industrial structure, and the major factors affecting 

regional movement of Taiwan’s FDI in China. 

Through the descriptive statistical analysis extended from the previous literature, 

we can analyze Taiwan’s FDI in China and also make a regional analysis for Taiwan’s 

investment and the major factors affecting regional movement of Taiwan’s FDI in China. 

After doing this research, we can summarize the findings as follows: 

1. The Evolution of the Investment Region is Switching from South to North and 

East to West 

The regional evolution of Taiwan’s investment started from coastal Southeast 

areas such as Guangdong, Fujian and Pearl River Delta in early 1980s. Starting from 

2000, Taiwan’s investment has gradually shifted to the Yangtze River Delta even though 

the amount of Taiwan direct investment in the Pearl River Delta has still been growing 
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over the years.  

Apart from the investment located in the newly popular Yangtze River Delta 

region and Southern China, Northeast China as well as “BoHai Bay” comprising 

Shandong, Hebei, Tianjin and Liaoning is also another expectedly growing destination 

for the TDI. According to the findings, the TDI in Mainland China is still heavily 

concentrated in the coastal provinces. Due to the limited development in economic and 

social aspects, the TDI in Central and Western China is still constrained unavoidably. 

2. The Capital-Intensive and Technology-Intensive Industry Has Replaced  the  

Labor-Intensive Industry 

The inflow of TDI in Mainland China actually began in early 1980s after the 

economic reform and open-door policy implemented in 1978. The Chinese government 

had certain demands for materials and investment to develop light industries, and 

therefore, the main industry focused on labor-intensive traditional manufacturing, while, 

with the capital increase in technology intensive industry from 1990s, the industrial 

structure has changed from labor-intensive to capital or technology-intensive industry 

gradually. 

3. FDI Policy has a Positive Relationship with FDI Inflow 

In this research, the volume of FDI has a positive relationship with FDI policy: 

when the FDI volume is higher, there are more favorable FDI policies released and the 

more FDI favorable policies there were, the higher the FDI volume. Therefore, if China 

wishes to induce more FDI, then it needs to release more preferential policies.  

4. Labor Cost and Quality is The Dominant Factor for Attracting FDI 

There is a positive relationship between the labor cost and quality with Taiwan 

investment in China: when there is more FDI there are higher labor cost, as the wage 

rate acts as a proxy for labor quality, and higher wage rates imply higher skills which 
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foreign investors are seeking.  

After doing this research, we can find that Taiwanese investment is usually 

affected by FDI policy and the factors of affecting regional investment have a direct 

relationship with each other. China uses the macro-regulation to adjust the economic 

conditions — when the economy is too hot, China enacts some policy to calm down the 

investment, and when economy is weak, China engages in macro-regulation to 

encourage investment, such as a tax-refund policy. 

There are still many other variables that would have an influence on Taiwan’s FDI, 

such as China’s attitude toward foreign investment enterprises, domestic political 

stability, plus the relationship between Taiwan and China (which has played a very 

important role when Taiwan’s businessmen would like to invest in China). There are 

many changes in China’s investment environment that have taken place, especially after 

China entered into the WTO. Factors that should be taken into account when doing 

business in China are: the performance of unification of the corporation income tax, 

exemption of the rebate of export tax and enactment of Labor-Contract Law, etc., which 

would surely have the great impact on FDI, and the recent issue of environmental 

protection. 

 

6.2 Policy Recommendations 

This research has shown that the regional evolution of Taiwan investment in 

China is from South to North, and East to West. In addition, the factors of affecting 

regional investment such as FDI policy, labor cost and quality, land resource, natural 

resource and geographic location, GDP growth, infrastructure, advance agglomeration, 

the level of international trade, etc., are the determinants of regional investment. After 

doing this research, we would like to make suggestions to Taiwan’s enterprises and to 
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both China’s and Taiwan’s governments as follows:  

1. Taiwan’s Enterprises May Consider Developing in the Central or West Areas  

Due to the relatively higher wage rates in coastal provinces, the supply of 

abundant and cheap labor is still very advantageous in Central and Western China 

where there is a lower level of wage rates, attractive enough for labor-intensive 

production and assembling low-end products.  

Under the implementation of a national “Western China Development” strategy 

by the Chinese government, the local economic development in the interior region is 

expected to have certain growth in future, which provides an opportunity for the local 

sales of low-end products.  

It is much better than the exportation to overseas markets with higher 

transportation cost and difficulties. Therefore, diverting more FDI as well as the TDI 

towards interior Mainland China is always an important and possible issue for even 

spatial economic development. 

2. Taiwan’s Enterprises May Either Move up to the North Area or Upgrade to  

Value-Added Products 

At this moment, Taiwanese enterprises are facing issues from China, which are 

the enactment of Labor-Contract Law, the Unification of the Corporation Income tax, 

exemption of the rebate of export tax, new income tax of newly set-up corporations, and 

performance of macro-regulation.  

The issue of environmental protection, the appreciation of the Renminbi (RMB), 

and the cost increases of labor force, raw materials and land resource, as well as the 

market saturation for both the Pearl and Yangtze River Delta, all have caused difficulties 

for running business. Therefore, Taiwanese businessmen need to adjust the strategy 

precisely in China, in order to survive and increase competition. Taiwanese enterprises 
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may try to make regional layout in the North area, to adjust the industry transformation 

and upgrade the production quality to increase the value-added products. 

3. The China Government Needs to Establish a Legal Policy Framework, Improve 

Infrastructure, Provide Education Investment and Raise Rural Income to 

Attract FDI 

The government can play an important role to re-address the imbalance between 

coastal and Western regions by providing opportunities for multinational corporations 

(MNCs) to take advantage of location and internationalization advantages for their 

cross-border investment decisions. The measures are included as follows: 

   Establish clean and efficient government practice, increase rural income to             

enlarge the market, improve the investment environment by increasing the  

infrastructure construction and increase investment in education.  

   To attract FDI, a region has to provide opportunities for MNCs to make profit,  

    and the government can play a significant role by implementing a legal 

framework for contract enforcement, by investing in human capital, by 

improving the access to the markets through infrastructure investment and by 

signaling its commitment to growth and monitoring efficiency. 

4. The Taiwan Government Needs to Adopt More Preferential Measures and Offer 

Special Industry Zones to Attract Taiwan Enterprise Back to Taiwan 

Based on the favorable condition of abundant and cheap labor costs, Taiwan 

enterprises began moving production from Taiwan to China 20 years ago. While FDI is 

no longer enjoying such a great advantage after 20 years, China has adjusted the 

economic measures by performance of macro-regulation, Labor-Contract Law and the 

unification of the corporation’s income tax in recent years.  

With the exception of the above-mentioned measures of enforcement in China, 
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Taiwanese enterprises also face business difficulties, such as hiking of wage rates, 

appreciation of Renminbi (RMB), the raising of environmental protection consciousness, 

etc. Consequently, some Taiwanese enterprises have considered the idea of leaving 

China for other countries for business survival. 

As a result, to encourage Taiwanese enterprises back home for investment, the 

Taiwan government could work out more preferential policies to reduce the cost and 

increase the reward even though authorities have promoted some preferences in recent 

years. The new measures include the relaxation of limitations on foreign labor, offering 

the preferential land lease and enlarging public construction.  

Meanwhile, the Taiwan government may use the current advantage of R&D 

manpower, unique system of hi-tech industrial development, robust intellectual property 

rights and transparent statutes in Taiwan, and at the same time coordinate with the 

preferential measures of subsidy of R&D, to convince Taiwan enterprises to set up R&D 

centers and headquarters in Taiwan.  

Due to the fact that the land resources and labor force are insufficient on the 

island to attract Taiwanese enterprises back, the Taiwan government could offer special 

industry zones such as processing and export zones, industrial zones, export and free 

trade zones as well as scientific parks, which would provide a special rate for leasing in 

these industrial zones to lure the back the willingness of Taiwan enterprises. 

Regarding globalization, methods to attract Taiwan enterprise back to home are 

rather important, in terms of possibly upgrading the industrial quality and increasing the 

productivity through the rich experience of Taiwan enterprises. It also could help 

Taiwan counteract the negative effects of globalization and be beneficial for Taiwan’s 

future economic development.  

 


