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1. Introduction

= New South-bond Policy launched in Taiwan
o To enhance economic links with ASEAN and South Asian countries at

several aspects
+ Not just trade and outward investment to ASEAN, but also S&T
collaboration, tourism, cultivation and utilization of talents...
+ Not cost down, but “value up”

= The mainstream view in Taiwan

o Investment-induced  trade, In  conjunction  with  global
production/innovation network (GPN/GIN), or global value chain
(GVC)

= Our view

o ASEAN/South Asian countries and Taiwan can forge ahead together
with an alliance to explore the possibility of leapfrogging and “good
enough” innovation

o Taiwan to develop new industries in a way different from the catch-

up manner, bringing about new patterns of engagement with some of
ASEAN and South Asian countries



2. A Retrospect of Taiwan’s
Industrialization and
Internationalization



Industrialization with the Evolution of

GPN/GIN

= Stereotype of (technological) catch-up by Taiwan and
latecomers

o Taking part in GPN/GIN, orchestrated by global keystone firms
(e.g. Wintel, brand marketers)
+ Typical cases: the ICT, textile industries

+ The market and developmental trajectory generally well-defined
and/or well-explored by the leading player in the advanced country

oForging indigenous innovations in limited cases, esp. in the
equipment/capital goods industry

=What achieved
oKing makers, based on innovation capabilities, manufacturing

muscle, services in value chain
+ OEM/ODM vs. branding

oOutreach by Taiwanese MNCs, leading to de facto regional
economic integration



Typical Case of Outreach and

Internationalization

wEconomic relationships between ASEAN and Taiwan
Intensified primarily through de facto economic integration of
trade and investment, instead of de jure integration (FTAS)

o Direct investment to ASEAN by Talwanese SMEs starting from
mid-1980s triggered and pushed forward this economic
Integration.

oln Talwan, many tend to refer this integration to “investment-
Induced trade” but, it can Involve a process of “deep
Integration” (WTO, 2011; Baldwin, 2013a)

=GVCs & GPN/GINs vs. “the trade-investment-service-
Intellectual property (IP) nexus”

o Intertwining relationships among trade, investment, service and
Intellectual property

& o Typical cases: the textile & apparel and ICT industries
<> nBackseat drivers: global keystone firms



The “Nexus” of the Taiwanese ICT Industry (1/2)

: Global keystone
Basic : :
) . [firms (e.g. Intel, : Offshore operations
configuratio |, ,. «— Talwanese ICT : .
Microsoft) + : «—— (esp. in China) of
n of the — firms : :
GPN/GVC Brand marketers Taiwanese ICT firms
(e. g. HP, Dell)
+Qutsourcing and |[*Becoming a key +End products exported
OEM/ODM supplier of intermediate | from China and
subcontracting by | goods and Taiwan increasingly sold within
Trade the brand enjoying huge trade China
marketers surplus vis-a-vis China [#China registering huge
ICT trade surplus vis-a-
vis the world
+Offshore R&D |#Outward investment, |*¢Increased localization
In Taiwan and especially to China of operations in China,
elsewhere pushing production and
Investment :
exports by Taiwan further
upstream to high-end
q Intermediate goods




The “Nexus” of the Taiwanese ICT Industry (2/2)

Global keystone

cB:r?;?guration firms (e.g. Intel, . _ Oﬂfshore opgrations (esp. in
of the Microsoft) + Brand «—— Taiwanese ICT firms «— C;hma) of Taiwanese ICT
GPN/GVC marketers (e. g. HP, firms

Dell)

+Qutsourcing of +Coordinating the global |*Increasing localization of part

logistics & aftersales | supply chain, logistics and | of the headquarters functions
Service services by the brand | aftersales services

marketers network for the brand

marketers
*Delegation of part of [*Devoted to component *Increasing localization of
R&D functions to the | technologies, post- manufacturing-related R&D

ODM subcontractors | architectural design and | in China
design-to-order

¢De-linking of R&D and

IP and R&D manufacturing in some
cases for Taiwan

*R&D on the pathway and
platforms led by the

( architectural design set by

Source: Authors. the global keynote firms




A Peculiar Part of Internationalization

=Mainstream view of MNCs’ internationalization
oAn oversea extension/offshore relocation of MNCs’
domestic bases/operations
=A peculiar part of Internationalization by some of
Taiwanese MNCs
oGrowing out of a host country by tapping into the local
Industrial ecosystem
+ For diversification and upgrading
oe.g. Foxconn In China (some areas); Delta in Thailand
(automotive)
=Dunning’s ILO framework
olLocational advantage outweighs ownership advantage

aNot necessarily “central home, peripheral overseas”
<



R&D Globalization: Two Sides of the Coin

Pattern Conditions required in the host countries
R&D offshoring,|= Cost/technology-driven
technology o Abundant supply of R&D workers
sourcing o Strong science base & achievements

= Market/application-driven
oSheer size of market potentials
olLead market, demanding needs as an
Innovation trigger
oRight conditions as a test-bed

Offshore = Specialized and accumulated capabilities for

collaboration commercialization of innovation

= Complementary assets for innovation in terms of
Industrial ecosystem
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Patterns & Essence of R&D Globalization (1/2)

=New Patterns
oR&D offshoring, technology sourcing, offshore
collaboration (esp. GPNs/GINS)
+ Particularly regarding developing host countries
+Beyond technology transfer and adaptive R&D
oR&D offshoring, technology sourcing
+ Software, basic research, new market insights
+Possibility of “enclave’; absence of local linkages
oOffshore collaboration
¢ Inter-organizational, cross-border collaboration for
Innovation, facilitated by modularization of product

& +Capitalizing on the local countries “external
> economies”, in terms of industrial networking

10



Patterns & Essence of R&D Globalization (2/2)

=Rules changed? (in relative terms)

oDelinking of R&D and manufacturing in
terms of location

+Unlike the case of technology transfer & adaptive
R&D

oSome of developing countries as a source of
R&D and innovation
+ Not just technology recipient and late-adopter
oPlayers In the developing world as a partner of
collective innovation

&% +Involvement at the early stage of the product life
> cycle
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Some Thoughts

= Basics of GVCs and GPNs
o Increased task- and/or product-related specialization by firms in the
production of goods and services, leading to a substantial growth in
Intra-industry and intra-product trade, rather than traditional trade
In final goods
= Some qualifications about GVCs and GPNs
o GVCs/GPNs vary in their degree of openness to external suppliers. Even
serving GVCs with an open network can mean competing in a crowded
market.

o Essential for the firms to continuously upgrade their capabilities along the
value chain in order to secure their positions within the GVCs, esp. In
those sectors with technological dynamics

o A reverse trend of offshoring by MNCs based in the advanced countries
+ The strategy of “re-industrialization” by the U.S.A.

Our idea: To exploit intra-regional market via unleashing own
arket potentials and innovative growth partnership
"
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3. Cases of Innovative Growth
Partnership



A Conceptual Framework for Post Catch-up

Industrial Development

Initial Conditions

+ A window of opportunity
¢ Insightful vision for industrial
transformation

Fuzzy + Uncertainty
front-end at Equwoca_llty
+ Complexity

the industrial
level

Innovation System and Agenda

+ Key innovation agent and
capabilities

¢+ Relationship among innovation
agents

¢ Institutional arrangement of its
principles of operation

¢ Interaction with external
environment

¢ Market cultivation and promotion
via public-private partnership

Source: Authors.

+ Business models leading to new
development paths for the
industry

+ Product-oriented,
service-oriented business models

Outcome

* New
technological
regime for
emerging
Industries or
industrial
transformation

¢ Industrial
development
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A U.S. View on Innovation Ecosystem: Greg

Horowitt, Global Connect (Director/Co-founder)

= Diverse stakeholders: Rainforest vs. plantation

o New stakeholders “outside the box”
o Don’t build for perfection, but build for iteration

o Co-creation and open innovation: along with a critical mass of
diverse assets, networking around professional and social
boundaries

=You cannot have clusters of tech innovation without social and
behavioral changes.

o In real life environment and multi-contextual spheres

o Build a service and an ecosystem vs. build a system

= Platform of interdisciplinary cross-functional & cross-boundary
spanning, which demands translational capabilities

oNew ROI to incentivize the building of rainforest and to scale
. up/out; not return on investment but return on involvement
\__~ o Efforts to scale up and scale out to generate “Ripple Effect”



Electrification of Atypical Vehicles in Taiwan

= Working environment in a large-sized fruit and vegetable wholesale
market, with diesel-powered flat-bed trucks (off road)
o CO2 pollution: 10,289 kg daily
o Noise pollution: 85 dB
= A joint effort between EPA & MOEA (ITRI): about 800 diesel-
powered flat-bed trucks in use scheduled to be electrified within two
and half a years
o Good enough innovation with “powered by electricity”
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An Existing Case: Trike vs. e-Trike In the
Philippines

Teco: 1+3 e-Trike
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Traditional Trike
http://www.panoramio.com/photo/12569175

Teco: 1+6 e-Trike Source: Teco.



An Existing Case: Jeepney vs. e-Jeepney In
the Philippines

Traditional Jeepney
Source: http://blog.andytn.tw/2011/08/jeepney.htmi

= Telematics solutions for
fleet management included

6]33 Teco: 1+20 e-Jeepney Source: Teco.
N



ETC in Talwan: Potential Platform for

Internet of VVehicle

=Penetration of ETC In Taiwan: Multi-lane free flow tolling
(RFID-based) solution

ETC Customer 6.10 M (~ 2015/02/24)

ETC daily Transactions | Daily average: 14 M
Historical Daily high: 21.9 M (2015/02/21)

ETC Usage Rate 94.14% (~ 2015/01)
«KPI of ETC
Audit period (2014/02/01~2014/04/30 ) | Audit result Remark
Total Audit Transactions 4,805,610
Tolling Accuracy Rate 99.9999% only 7 mistakes
Vehicle Detection Accuracy Rate 99.9800% KPI: 99%

xported to Vietnam and some other countries of ASEAN
O

o Markets for scaling-up
19



FETC’s ETC Solution in Tatwan and Vietnam

e -

(1) The Electronic, Multi-lane Free Flow Tolling in Taiwan  (2) Total Solution of the RFID-based ETC Tolling System
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(3) A Pilot Site in Vietnam

Source: Company information of FETC.
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Further Exploitation of ETC

Moving on to ITS / ERP e

» Vehicle Tracking
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Potential Cases: e-Healthcare Business Model

of S Hospital

Service Provider __ Community s The elderly
(S Hospital) (temples, Farmer’s Associations...) (community, home)

community care units (ﬁ)

services
L=

S Hospital

third parties
(Response Center, RC) P I

personal

profile I e
& Vil services
*) medical e —
professionals temples community FA
centers
telecare
information _ home care devices
system+ HIS pervIces
>
Source: Chu Shang Show emergenay
Chwan Hospita (2011). assistance
call
crossover collaboration - volunteers
& e-healthcare services in an inland hilly and agriculture-based county with

many widespread villages, some of them even without clinic services 29




4. Concluding Remarks (1/2)

»“The trade-investment-service-1P nexus”. An important
concept to understand the process of “deep integration”

oBaldwin (2011): Before the second unbundling, the political
economy of trade liberalization was “I’ll open my market if
you open yours”. After the second unbundling, the political
economy was mostly unilateral: “I’ll open my borders and
adopt pro-nexus reforms to attract factories and jobs”.

oExemplified by the intensified economic relationships
between Taiwan and ASEAN

=Ways of economic development for a latecomer more
than just being part of the GVC/GPN
olnternational collaboration as a means for forging ahead

together, for both Taiwan and ASEAN
O
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4. Concluding Remarks (2/2)

=Post catch-up for a latecomer not a remote possibility
oTaiwan in search for new developmental model
oTo exploit intra-regional market via unleashing own
market potentials/innovations
=Last lines in film “X-Men: Days of Future Past”
oA world of endless possibilities and infinite outcomes.
Countless choices define our fate: each choice, each moment,
a moment In the ripple of time. Enough ripple, and you
change the tide...for the future is never truly set.
= A proposal: Innovative growth partnership
oFor Taiwan to innovate with ASEAN and to prospect with
ASEAN together
olnternational collaboration as a means for forging ahead

& together, for both Taiwan and the regional partners
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Thank You for Your Attention.



