Taiwan Business Alliance Conference
Speech by Minister of Economic Affairs Shih Yen-shiang

Topic: Taiwan’s Economic Strategy and Vision in the Post-ECFA Era
Distinguished guests, overseas representatives, industry professionals, scholars, experts, and all who has come here today with an interest in Taiwan: good morning. As the Minister of Economic Affairs, please allow me to first welcome you all on behalf of the government of Taiwan to the "Taiwan Business Alliance Conference". We are all here today because of our shared interest in the future economic development of Taiwan after the signing of the ECFA. (Powerpoint: Slide 1)

The Economic Cooperation Framework Agreement, or ECFA, was signed at the end of June and approved by the Legislative Yuan last month (August). This has created a new milestone in cross-straits economic cooperation and exchange. The Ministry of Economic Affairs believes that the new framework for economic cooperation will not just allow Taiwan to take advantage of new business opportunities in Mainland China. It will also enable Taiwan to leverage the experience in economic and industrial development that we have accumulated over the past five decades to become a new bridge for multinational enterprises looking to enter the Greater China market. 

Though the ECFA represents a major strategic breakthrough, Taiwan's small size and high population density mean that our industries must do more to create value, and we must see to it that our professional workforce becomes a role model for emerging markets in China. Taiwan must continue to optimize all of its industries in order to maintain its leadership in economic and industrial development among the Chinese community. (Powerpoint: Slide 2)

To this end, the government began promoting "Six Major Emerging Industries" in April 2009 and then drew up a development roadmap for "Four Intelligent Industries" in 2010. These plans seek to integrate Taiwan's traditional expertise in information technology, chemical engineering, and apparel manufacturing with our experience in service industries such as leisure, food, healthcare and tourism. In this way, we will not only draw from our strengths in traditional mass production but also from our advantages in IT. We hope that the strong position that our industry has built up in IT technology over the years will have a key influence on other core applications, and that it will help create more forward-looking development platforms and greater added value for our industries. 

The "Six Emerging Industries" being promoted by the Executive Yuan are biotechnology & medicine, healthcare, culture & creativity, tourism, green energy, and high-end agriculture. We have launched numerous projects over the past year, and most of them are related to domestic application in Taiwan. The signing of the ECFA in particular has led to strong growth in the Taiwanese tourism and travel sector, and the healthcare industry is set to make major gains as well. Cultural and creative industries are also showing unprecedented levels of activity due to development and cooperation between the two sides of the Taiwan Strait. 

The Executive Yuan also unveiled the "Four Intelligent Industries" concept of economic development during ECFA talks with China. This concept not only contains many industrial elements, but also involves close relationships with industries that Ministry of Economic Affairs has supported strongly in the past. We hope these four intelligent industries, with their high added value, will inherit the experience of traditional manufacturing sectors so that their associated services and applications can “keep businesses rooted in Taiwan”.

Development Strategy for the Four Intelligent Industries

The Taiwanese economy has, for some time, been dependent on the IT & electronics industries. In the future, the government will make use of the experience and resources of Taiwan’s IT and electronics industries to foster the development of "cloud computing", "intelligent electric vehicles", "intelligent green buildings", and "the invention patent industry". These are the four new keystones to industrial upgrading in Taiwan. We hope to help our enterprises extend the strengths of our electronics industry into other emerging sectors. (Powerpoint: Slide 3)

Cloud computing offers such advantages as "massive size", "unlimited scalability", and "flexibility". As opportunities offered by cloud computing grow around the world, Taiwan, and Taiwanese businesses, will without doubt be among the first wave of beneficiaries. For top international vendors, Taiwan is a crucial partner when it comes to the thousands of storage devices, servers, and cloud service terminal products that are associated with each cloud computing center. We are already seeing close collaboration between local vendors and Chunghwa Telecom in efforts to enter the cloud computing market. We are also seeing shares of revenues derived from non-laptop sources reach up to 30% for well-known IT product vendors in Taiwan this year. Servers, in particular, have become the emerging product with the highest profit margins. Because of these developments, key Taiwanese electronics makers that previously focused on mass production are now beginning to diversify. Cloud computing will offer Taiwan a doorway to a new period of rapid growth and provide the best opportunity for industrial transformation. (Powerpoint: Slide 4)

The government is very encouraged by the strength of our industry and believes that Taiwanese vendors will be able to translate our strength in the "Value Computer" segment into contracts for building "Cloud Computing Centers" in other countries. The Ministry of Economic Affairs estimates that the cloud computing industry alone will generate over 100 billion New Taiwan dollars in new investments. By 2015, the Taiwanese cloud computing industry will be worth more than 1 Trillion NT dollars a year and become our next "Trillion Dollar" industry. 

In the field intelligent electric vehicles, Taiwan is already envied by the world when it comes to peripheral industries such as automotive parts, tires, and batteries. Developments in electric vehicles and automotive electronics are generating brand-new opportunities for the Taiwanese electronics industry. Research indicates that automotive electronics will account for 35% of an automobile’s total production cost in 2010. It is here that Taiwan's current expertise in display devices, navigation equipment, and digital camera modules—or even future technologies such as collision-avoidance systems and microprocessors—will play an important role. We foresee unlimited potential in this area, whether the technologies are developed domestically or produced to order for top international automakers. (Powerpoint: Slide 5)

As for electric vehicles, four major trends in the development of the auto industry will point the way to future industrial development in Taiwan. The four trends are energy-saving, safety, cost control, and onboard information & communications technology. Taiwan has a good foundation in all of these fields; and with top international auto makers all looking to reduce their costs, it's inevitable that they will adopt more Taiwanese solutions for auto electronics in the future. Yulon Motor, for example, has been actively investing in electric vehicles and orders are already beginning to pour in. Apart from the domestic market in Taiwan, the potential market in China for over 16 million electric vehicles per year offers Taiwanese companies an attractive target as well. We believe that in the future, an increasing number of multinational enterprises will take note of Taiwan's mature technology and management experience in each field and make Taiwan their springboard into the Mainland China market. (Powerpoint: Slide 6)

Taiwan is, of course, interested in more than just hardware manufacturing. We hope that our strengths in ICT technologies and products can be transferred to the "onboard ICT" sector as well. Over the past few years, the MOEA has used technology development programs to help vendors with technical development and application. We hope that Taiwan will become an important player in future international projects for the onboard ICT industry. (Powerpoint: Slide 7)

The Greenhouse Effect has made energy-saving green buildings a hot topic among architects in recent years. In Taiwan, architecture has now moved past the quibbling over "volume ratio" and moved on to an appreciation for "public space", "urban renewal", and "green buildings". Developers are also now making proper use of green building materials and green energy as an important factor in their marketing efforts. (Powerpoint: Slide 8)

Taiwan will certainly not be left behind in the development of the "Green Energy Industry", and we already have made the solar power industry our first bridgehead. According to the "2010 PV Status Report" published on September 8 by the Joint Research Center of the European Commission, Taiwan and China now account for nearly half of the world's total production capacity for solar cells. The quality of Taiwanese solar cells compared to those produced in on the mainland has made Taiwan the preferred supplier for international customers. At the same time, Taiwan's established expertise in IT is also beginning to bear fruit in our Industrial PC (IPC) industry. The central home control system developed by the IPC industry is an indispensable component for intelligent buildings. The integration of these industries will undoubtedly change the face of the "intelligent green building" sector throughout the world and create new opportunities for all. (Powerpoint: Slide 9)

In the future, the government will continue to develop energy-saving networking technology for homes and offices, introduce green public buildings, and encourage green buildings and green factories in the private sector by promoting cooperation among industry, academia, and research organizations. The government will also use IT and green energy to transform buildings into "intelligent green buildings". 

The control of patented technology has always been a crucial element in international competition. In earlier years, the development of the Taiwanese electronics industry was severely hampered by the need to pay high royalties to patent owners, as it did not have the capability or resources to engage in its own in-depth research and development. In recent years, however, partnerships between industry, government, and academia have made great strides in the industrialization of invention patents. (Powerpoint: Slide 10)

AU Optronics, for example, has 1,700 people involved in research & development, and was recently presented with an award for its contributions at the "2010 National Invention and Creation Awards" organized by the Intellectual Property Office. By the end of last month, AU Optromics had submitted applications for 13,400 patents and more than 6,300 of them had been granted. Ninety-eight percent of those patents are invention patents. Such homegrown research & development capabilities help to create added value for industry, and technology-related patents are also an important resource both when working with international vendors and when competing against them. 

The Executive Yuan approved a revision of the "Organic Act of Intellectual Property Office, Ministry of Economic Affairs" on June 3 of this year. The revision, once it is passed by the Legislative Yuan, the MOEA will increase the number of patent reviewers. This means shorter review times that will help businesses increase their competitiveness and boost Taiwan’s overall economic development. After the Executive Yuan approved the draft, Premier Wu Den-yih noted that patents are an important link in the development of emerging intelligent industries. The government, he said, should remove obstacles to industrial innovation in order to boost productivity and competitiveness. 
What the ECFA Brings to the Table

While people are studying the "ECFA Early Harvest List" item by item, what I believe is even more important is the "Future Framework Established for Cross-Straits Trade Created by the ECFA". Cross-straits interaction has been growing ever since our government began allowing people from Taiwan to visit relatives in Mainland China in 1987. Despite the best efforts of the governments and private sectors on both sides of the Taiwan Straits, however, there has never before been a proper framework for cross-straits trade such as the one provided by ECFA. The signing of the ECFA is therefore a historic moment and a key development in cross-straits relations. (Powerpoint: Slide 11)

The signing of ECFA gives Taiwanese businesses more freedom to use the wealth and resources of China to realize innovation and increase efficiency. Taiwanese businesses will be able to utilize the massive Chinese market as a base for challenging international markets as well. Although ECFA is an agreement between the two sides of the Taiwan Straits its impact extends far beyond its two signatories. When viewed on the global level, ECFA has strategic implications. 

The Chinese economy has grown rapidly in recent years, and this year it became the second largest economic entity in the world—second only to the United States. Over the past 50 years, Taiwan has relied on international trade with the developed economies of the United States, Western Europe, and Japan to create an economic miracle that made us the envy of the world. Faced with the rise of emerging economies led by China, we must not only accept the value of the Chinese market but also embrace our advantages in language and culture to become a strategic partner for other players in international trade. In addition to our existing advantages,  the signing of ECFA means that Taiwan can now also create new value for its international trading partners. 

ECFA therefore has far more value that just cross-straits trade. The signing of the agreement was, in fact, a strategic turning point that will allow Taiwan to attract investors from around the world to share in the business opportunities offered in the Greater China region. 

Taiwan and Singapore recently reached a consensus on the signing of a free trade argument, proving that the ECFA framework is indeed attractive to other countries. It also showed that the government is viewing Taiwan's global economic strategy with an open mind. Hopefully local and overseas businesses will come to appreciate the efforts made by the government and will join us by investing in Taiwan and going on to deploy around the world. Thanks to all of our investments in China over the past two decades, no one understands the Chinese market as well as Taiwanese businessmen. The Taiwanese people today, like their ancestors who braved the dangers of the Taiwan Straits when they migrated to Taiwan centuries ago, have the courage to face and overcome all obstacles and uncertainties as they lead the way to continued economic development in the future.  

Thank you all for attending the Taiwan Business Alliance Conference today. I hope that this event will bring you a much clearer understanding of Taiwan's unique position in global trade as well as the immense amount of opportunities we offer. What I really hope to see is local and overseas enterprises continuing to step up their investments in Taiwan. The MOEA will continue working to improve the business and investment environment in Taiwan so that this island will always be everyone's number one choice! 

In conclusion, I wish everyone the greatest of success during today's conference. May you all enjoy the fruits of your investments here in Taiwan!
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