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The depudlic o China has created i Taiwan =n 1sland of "i-zonomic
pregress anl invesiment spportunity. The Renudblic of China velincmes
forelygn inves neni -0 aecnlaerat. Its continuad gr::th an' expeasion.
With tho asaiatnncg of sverseas capitnl, manngemenr. tecrmniques, and
parketing knowehovw Tsiwan has ocpandie!’ its aroduetion, ciports and
{nvestments in accord with estahiishel plans for the cortinuirs de-
velopnent of ‘hic economy, The major noed of Taiwan for !ndustrles
1s to creatznhs for the rrowins zopnlatiea., 3Since the s>hasing
out of % 3, nid tn 1965, the lapublic of China hes malritaine?! its
egononic growt: rato anl hns excocded sore of the gou)s ret ty its
plans for 1752, in 1?65 ta gross national produxt i{nersasel by
8.1%, per caplta incoms hy 4,55, agricultura: prodiction by 5.9%
and inlustrial proluction by 13.7%. The rapid grovth ir indnastsial
output is one result of irprevemant in the ‘nvestmen! cilimate and
sinplifying of investment procedurss brougnt about hy three haﬁar
legislatlenc!

1. The 3tatute for Invastment By Cvaracas Chinize gromugated
on January 19, 1575 snd wmenied on ¥areh 26, 1750,

2., Ths 3tatuta for Investa~nt Ly Forelign Nationais promulgcted
on July 14, 19%% and amended on Jecemder 1%, 179, und

3¢ The 3tatute for cucpumtgement of Invest ent prosulgat~d on
September 10, 194C and smend:i on January b, 135%,
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'!heae Statutes provide incentives to investors that havo"led
to the rapid industrial development. and growth in investments in
- Taiwan from less than US3 1 million in 1952 to US} 72 million
. arrived through 1965, An additional US3 80 million had been approved
‘under these 3tatutes through the end of 1965¢

Although exports frem the Republie of China increased by 12§ in
11966 over 1965, and total trade reached a level of US3 1,172 million,
the niuut anmual trade defieit in the past fev years is still

USS 4O to 50 million. This deficit has been partly offset by foreiga

- t'avuturm in Teivan. Just one company vhich degan with 800 workers

two years ago and nov employs 3000 is estimated to contridute US$ 2
‘million to the local economy. PForeign exchange earnings are received
from investors in the form of loeal purchases, wage and tax payments,
purchase of land, construction of duildings, and personal expenses
of investors. : :

Of Taiwven's total mhtﬁn of 13 millicn 50f are under the age
of 16, 15,000 nev job openings are required each year to maintain
the present level of employment end rising living standards.

Training of Technical Perscpnel

. Foreign capital oreates opportunities for training and improve-
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ment of s\uns {n management, a3 well as in technology. Nany firms

are panaged and staffed entirely by local personnel, with one oF

few overseas resident administrators3.

Toreign investments oreate needs for uui services and suppliers

for packiu and shipping, auﬁttn and maintenance, rav materials

and parts,and thus inerease income, enploynent and utilisation of
pesources in domestis industries.

€

Although Teivan's grovth in 1966 is not & sporadic phenomenon

| d’ mt'parueular year, & is rather & eontinuation of expansion
"it.nineu similar rates over the past fifteen years, there is an

f m greater need in the future for this grovih o eontinus. A

~ recent forecast by two World Bank economists as the result of .8

survey they conducted in 1966 shovs that the ROC 18 expected to waine

,' " tain its grovth rate of around 8 per cent each Yyear boeaw‘iu
- evonomy 18 picking up greater pomentum, But they also estimate that
. Teivan vill need at 1east US} 720 million of investment in the next

-

five years in order to sustain the 8 per eent annual growth rate.

~ In 1966, 723 nev cactories were established in faiven with a total

capitel {nvestment of Us$ +1.3 million,mere then doudling the 196%
aggregate investnent of 320 111110, These 723 factories Reve
oreated 30,00C new job openings. S
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Bteps Beine Taken to Attract Foreion Investment

In guiding Taiwan's economy, the ROC has established Four-year
plans to pace the growth of the ezonomy and to establish goals for
acliievement of progress, The needs to improve per capita income,
provide jobs, and develop mdu.strial skills are vital for this
achievement, Overseas capital and skills must be acquired to achieve
the goals established under these plans. Private enterprise plays
a large role in this development. In.1965, almost 90% of farms
were owned in total (67%) or partly (20%) by farmers; and private
zmm-m output has increased from k3% of total imdustrial pro-
dustion in 1952 to 62% in 1965 while public output has become eor-
pespondingly less & factor in the total economy. The ROC has provided
e remarkable example of how economic growth can prosper in a free,
‘demosratic society, and its success has frequently been cited as en
example of how growth can be achieved by encouragement of private
investasnt. To acceleorate economie grovth active encouragerent of
private business ovnership is cswtln. Under its nevw foreign

.investment laws the ROC has held out sttractive inducement to inflow
of foreign eapital, In téauien: provisions are necessary to safe-
m capital, and old laws aaa restrictions must be revised to
mbla overseas investors té ro-;atrlatoﬂ their capital and varnings
from investments in their own eurrencies, Increased capital rescurces
must de provided for local investment to develop satellite industries,
Nev forms of legislation are required to facilitate inereases in
private savings, to wraintain monetary stability, and to echannel

oh-




savings into investment.

»

Additional staps must be taken to open up new opportunities for
{nvestment. The services and inducements to investors must be

cxpunded, and up-dated to keep in touch with changing conditions.

- Por example , in March of this year, a fi.vo-yur income tax holiday vas

- pgstored to tourist hotels vhich are up to international stmdsril,

luneo the number of tourists is expected to double from the present

150,000 per year to over XC,0CC by 1970.

ﬁ even léro pressing need for investments in export industries
has led to the establishment of the Kaohsiung Bxport Processing Zome
 under a Statute promulgated in January, 1365. In less than two |
years, the goals for upoi't sales and employment in plants ’.in enu .
sone have been exceeded, and a total capital of US3 10 million has
been invested, about 60§ of the total gosl of US} 18 million. The
‘significance of this new coneept in the administration of free
treding privileges to encourage investments and exports is fully .

desorided in Ine Story of KEPZ which is appended at the ond of this

report,

In sddition to the KEPZ which allows for freedom of isports and

exports under a single adainistration, and has many other advantages,

the ROC also offers investors wide latitude to locate plants through-

out Taivan wherever local advantages make it more profitable, con-

vienent or economical for the investor. This is ascomplished through
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. bonded varehouse arrangements vhereby materials are imported directly -

to the manufacturer's warshouse for processing into goods for. cxporf} | |

avoiding customs procedures and simplifying the dolivery ot neodeé
I,luatcriuls to the manufacturer. Under these trrangemants more than
US3 40 million has been approved for 1nvntmnt m plants mkiu
" produeta for expert in the electroniecs 1adu|'ery in the pnt thnc

. years, Two of these ar n produeuaa ‘and one 48 under eemtraetiea.

The ROC hu ndeptod uvcral mldlm primmn ter ccuoain; 'f .
"' ’of mew investment projects and for promotion of foreign mvnuentq

while all efforts are being made to encourage the inflow ct rentgn

' ~ eapital. those efforts are also sslective, aonuoa studies of R
; fnternational market conditions| investment renmum eolts mé
-mumuw of raw materialy laber rmtrmats; oeomieal plut '

e ttn; and financial resocurces and capabilities of uwntoﬂ m

unutnl, and have been conducted by agencies of the Ci\l.mn maa- l'.
) | ‘Based on findings from these studies mueuhr kinds of 'j. e
Lo msmu are wcmlnd, and wtod. m specifie tenm

/ mfatmn have been selocted as potumn tavestors toward m

! : mﬂm offorts are directed, A moat mh of this 1s tbc
=D mmm of the electronies industry for intensive promotional.

- ctrort. In 1960 the smrm Researoch. Institute earried out & mtu
N ,ot studies in cooperation with the Industrial Development and xmn- 5
'Hntat Center in 'htm to assess future potentials for mmmm «- '
. velopment and foreign investment in Taivan. These studies ineluded
e cmm evaluation of the limited mmnl resources of Tuua \fu@
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| special emphasis on its agriculture, water, forest, {ishery, coal,
natural gas, mineral, and manpover resources. This study consluded
that manpower is Taiwan's greatest resource. The labdbor supply h ‘
intelligent, trainable, and producuvo, but underutilized. Om .
the basis of these conclusions, plus the fact that the domstte

market is mn, the need was nppanut to develop industries vhiech
could reet specific requirements for future industrial dwolopmnz. |

' * Pourteen industries were evaluated and renked in order of their |

_desirability ani vere selected for special study: chemicals, based : .
on natural gas; chemicals based on petroleum; plastics, resins, and
synthetic fibers; oleetéonien; witehu, clocks and parts; and optieal
products. The foresight of -this study has been amply proven by sube
sequent experience in investment promotion and the success of invest-
ments to date in Taiwan. The major growth in investments is now in:
three maln industries of chemicals, plastics, and electronies., |

The electronics industry has been the subject of special study
and promotion effort, The umﬁly of transistor radios in Taivan
~ begen in 1961 and exports began in 1962, Because of the abundant
supply of inexpensive, produstive labor in Taiwan, Japanese manufaes
turers who received large orders from the U,8, did their actual pro-
dustion work in Taiwan. In 1966, 20 transistor assermbly plants pro-
duced 2 million sets and provided US} 1 milliom in foreign exchange.
Beginning in 1962, TV vas introduced through a national network,
and in 1966, ten plants producel hC,00C sets for domestic sales.
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The introduction of foreign Investrents on a large scale began in
196% vhen a U. 5. manufacturer established a plant for exports whrich

. now employs 30CC workers and represents a ¢apital investment of over
) US$ 3 millien,

This was the Yeginning of ~lestronies production for expert in
" Taiwan, The growth of this industry has been the result of intensive
|  '. and directed efforts to attrast foreign electronies manufacturers.
© By the end of April, 1967, a total of 28 foreign electronics manu-
| K r,aim“ have received approval to establish plants in Tatwen.
1-.1.. Peustesn ave from the U, S. snd twelve are from Japan. The U. 8.

" farms tnolude IDM, ACA, Philso, Admiral, General Instrumonts, TAW,
i, . and others, The total investwent 1s about US L1 milllen, and the
Ouh largest investment is US3 2+ million., Pive thousand loeal |
i ~‘: workers are nov employed in these plants, and new, expanded cperations -
"V " 'vidl more than double this muber by the end of 1967, | |

o mem e e -

5 A a Mthox; step to develop investments in olutmiit t&émtr%ﬂ:
77 v MOC commissloned an industrisl consulting firm te undertske a o
study of the U. S, eleatronies industry, and to plan a progran to '
. " attPest favestors. The Pesults of such studies hava led te selection
! ‘of specific companies to contaet and to follew-wp to invest in Taiwanm,
L ‘The selective screuning of industrias, end pinpointing of speaiflc
L eompanies to contact to jnvest In Taiwan is based on principles and
] . geldelines sdopted by the R0C as tha result of its planning cbjectives
jh. and studien, Those principles inelules




1.

Ayerstfic tion of ne-iucts: This principle has been applied

. to agricultural as w21l as to Industrial develcpment pro-

grams, Under the effectlive leadarzhip of the Joint Comnis-

sion cn ural HAaegconstruction (JCRR) farmers have Adlvaersifiad

from 2 concentraticn cn rice and sugar ecane inteo mushroor,

bagaaa, A3paragus, a;anga, and pineapple proluction, Canning
industrias have expanded to maet gfowlng export sales demmd

. for proluess, Asparagus exports inereased 150, from 1949

£
1

* the finishing of sutomatically produced semi-finished pro-

te 1966, surpassing mushrooms, of which Taivan is the world's

Jargest supplier. Jiversification aiminot cnly at balanced
produstion of industrial as well as agricultural goeds hut
18 als0 aimed to inerease the value of products produced.
Purthormore, the R0C feels responsidle to take all possidle
ssasures to enhanee the sppertunities for improvement 'ef

insome, for foreign investors as well as domestiec producers,

-

Ia highly develeped countries

&aets odds greatly to the finlshed eost of goods seld,
Therefore a highly desirable aspest of the Talwen esonony,

© 150 lower laber ¢ost, 6an enhancd the attrastion of investors

%0 finish produets in Taivan. U, 8, investors are nov finding
ﬁat momory dlenes for eomputers oan bo assembled in Taiwan

at one-third the coal to assemble {n the U, S, even vhen

parts and rinished products are shipped hothways by alr,

Wnhile this produces a henefit to the investor by lowering

«9 -




his costs, the opportunity is enhanced to provide more
jobs and increase skills of workers in the ROC.

3. Stimulation of Local Supplier Irdustriest Those industries S
are more desirable which also increase output from domestic ]

tndustries. In electronics for example the local production

T

of parts and components has been greatly stimulated for
assembly into radioc and television sets for export to Japan
and U, 8, markets.

2 i
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%. Produsta for Bxport: Priority consideration is given to
{nvestaents wvhich assist to inerease foreign exchange
earnings and do not compete with local industries,
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The Industrial Development and Investment Center (IDIC) was
establishel in Taivan in 1999 to improve the investment climate and
bridge the gap tetveen investors and government agencies concerned
vith industrial development, IDIC cperates under the Couneil faz;
Industrial and Economie Cocperation and Develepment (CIZCD) which
is.vesponsible for essonimic planmning.

$91C has three major functions:

1. 2o MRAX haosi WY At AXRAREARE. RAANA 1216 onse
‘tantly studies the existing legal structure to find vays to
ease 0ld investment restrictions, simplify regulations, and
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2.

e sy,

broalen tax incentives for in\'eétors. This has resulted

in revisions of many existing laws anl rezulations. Appu-‘
caticn prceasdures have been simplified, tax cradits and
exempt.ions created, and outdated statutes rewritten or
eliminated., IDIC also atudias the island's industrial
developmeni potentlal, its resources, and the nation's
Economic Jevelopment Plan to pinpoint the most astraetive
investment opportunities. Onee these are located, feasibi-
1ity studies follow -- providing the prospective invester
with data on vhich to base his desision. N
Market information is colleected, analysed, and provided
wpon request,

121IC provides a ready sourese of information and assistanee
for both foreign and domestic investors, It plays a unique
role in promoting better relations betwesn private bBusiness
and government agenaies.

IR ALLract faraisn investmant: 1JIC earries out a publicity
program Lo encourage investors to visit Taivan's industrial
plants, The dhest sale for a nevw investment is an estabdl ished,
profitadble, groving industry. Tours are arrenged to give
iaterested investors a drief but thorough look at industrial
sonditions in Tatwan,

Industrial exposure is provided in many countries each year
by participation in industrial trade faits, TJIC organisges

and coord'nates Chinese participation in theso fairs.
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1JIC maintains overseas branch offices: !

in New York:
Chinese Investment & Trade Office '
515 dadison Avenus g

in the KNetherlands:
7ree China-durope Infustrial Institute 3 ‘
Exchange Building, Rotterdan o

in Italys | | . ' 1
Toregiaeat 4, 21un Sarvioe, Mpuaiie of Ghim il

and & representative in Hongkong: | | :

bﬂgm. presentative of 1JIC
P, 0. Box 2769 ‘
1J1C pudlishes studies of investam

t epportunities for

tatividual industries. These ineludes
Petrochentieals April, 1966
Syathetic Piders April, 1766
Chenical Industry from Cardide Sept., 1969
Pelyethyloens | ~ Mpril, 1966 1
Nelanine - Got., 2964 - |
- Stead | . septs, 1965 B |
Plpand Paper Oet., 296 e
Iyes | T 0ety, 196k
Purniture Dee., 196% 7
~ Canned Pruit | © April, 1966
Olass . | April, 1966
Nethanol o  Oet., 1964




Acetyleny Slaok Oet,y T4
Ags Aprtl, V¥4
Agrlmltuér.’. Shemicals Sept,, 1355
Preserved Frults : ' deney 174G
§a1yityronc Dac,, 120N
Katural 943 ' Oet., 1964
Hand tocls : Jae,, 17k
Toys | | . Jdeg., 1L
Radio and TV Asce'ver | Peb,, 135
. Styrena honomer April, 1%5

Publicaticns on investment lawa anl iezulations, iador Cen-

ditlons, Zoonomic Prozresa, ani othar comiltions for in-
vestment are lisued periodically.

Progate Jenesdtis Iniuatnial Javelapmants I1IJ1C heips lonal
industry oxpsnd snd modarnize by providing contacts with
foreign sournes of capital and teehnical assistan~e, Its
full 1ine of investment servises ia avallabla to domestie
mapufacturers as well 35 to foreizn investors,

.151C%s sponaoring role in the eraeation of induitrlial dise

triets anl the organiszatisn of lacal investren! promotion
cormittees has spurred tha domestis industrial eormunity,
Seninars are frequently held hy IJIC to acquatnt Jjomestie

industrinlists and businessmen with procedures anl require-

ments ralating to initiation and cperation of u business
enlerprice,
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IVDIC has playsd an active part in the astablizhmen® of the
Kaohsi'ing vport Processing cone which provides Auty-—fCrce
beneflts to export manufacturers, The Kb/l projeat is Just
one of the many actlivitles pursued by 1JIC in promoting

industrial growth,

.
L J

4

. CIT0 was estadblished in Fat»mir;'. 1962 to facllitate U, S,
Ainvestments in Tailvan as well as to promote trade balween the U, S,
- and Taiwan, '

E . CITO operates on a molest bulget with a staff of six persons,
' & JMrector, an Assiitant Jirectar, ohe assistant, cne rosearcher, ond
two sesretarios, | - | ¥

i ; _ CIT0's prineinpal aetivities includes .
" ePppevide invastors with preliminary information on {nveatment
_eonditions sni opportunitiss in Talwan,

- . " *Issue pudlinity relecases to medla,
| ‘lltiﬁ’minnu. luncheons, ond meetings with groupe of pat;mtul
Anvestors, |
*¥aintaln clase contast with hanking and financlal jnstitutions,
. *Initiate ecntacts with p;'asponttva tnvestors ln jozlred industiies,

’

these ‘vi sits,
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*lake arrarzaments for investors to visit Talwan aned ocncouerase | t

. *Agsist inveators to £311 cut ani Pile applisations. | |
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All vork is performed in coerdination with 1JIC so it is
41ffioult to eraiit spocific investments to this office, sinca

CITO performs advizory services to create closer lliaison betwaen
1J9IC and U, 3, invaators,

A statement of activities doas nol adquately describe the

work of this office, and a better example would be a typical compoe

site of several of the varied funetions vhich this office perforrs
in securing investments,

muuly/the initial contact with a company interested in
Taivan as an investment opportunity is a phone call or letter from
a Vice President of the interasted company. This person has not been
to Taivan. He knows little or nothing about Taiwan except what he
may have read in a magazine or newspaner article., (Tima Magazins,
Mast, 2L isest, New York Tines, Wall itrest journal, Newswsek, for
example, have carriel articles on the Taivan economy). He may call
in response to an advertisement or as the result of talking with others -
who have invosted in Taivan but seldom in response to a TV show or
direct mail promotion. Most often he is looking for lover labor costs
in production. He wants to ob't;un prelirinary information about in-
centives o invest, land and labor availability, wage rates, pover
and vater facilities, shippinz and transport facilities, supply of
»thnﬁn and skills availabla., These questions are answered and

*
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relevant bookleis are mziled to hinm with a cover letter, #rom about
two weeks to a month later a seconi call will be received if the
investor is interested, lie i{s ncw pianning a trip %o visit Talwan
to obtuln first-hani inforzaticn. YHe wsnts to arrange his trip,
CI70 vill than arrange a very successful itinerary fer hin to see

. whatever he wants to gee wilthin a liniied tine, and to get tha
'

infornaticn he desires on his arrivel in Teiwan, 1J0IC is notifled
to prapare for hic arrivil, When ke returns %o the U, S, there are
further questions he would like answverei, CITO will provide them

if they are avallable or obtain them from IJIC, Close cooridination

TR b e

between CITO and IJIC s of o.ssentir-.l irmportance for successful pere
formance, The investor will then send perscnnel -o Taiwan to carry
out tha project with 4irect assistanae frem 1JIC,

From this example it is clear thet preperation, pudlieity, a
plannnd progrem, coordination of branch and hone office activities,
literature, and a recaptive attituiz sre essential to a suagsessiul
investzont program, Experlence anl familiarity with U, 8, business
prastices on the one hand, and on the other, knowledge of the indus-
trial environment in Taiwan would be the prirary requirement for the
person directing the prozram of the field offise in licw York, Cne
of the most 1iffieult problens is to identify vhich of many potential
investors {c contaet who would b i{ntevested tv invest in a particu-
lar project; and after firus have been jdentified, to rmake th's bast
approach to persons who have responsibility to determine invasirent

policses in the compeny.

Training of personnel vho are working in a capital soures covatry
will shortan the time required and facllitats the flnding of revw end
prospective ‘nvestors, srd is sugzested s supplenental to Ites 6 b

of the Provisicnai azerds.
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