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Abstract

China's 12th Five Year Plan will soon commence, with longer term
development goals being unveiled, and the country is set to take proactive
measures to accelerate the development of its somewhat unbalanced industrial and
economic structures, in order to transform the nation from a manufacturing giant
into a price-setting, consumer giant - as well as becoming a more powerful global

player.

While all this will undoubtedly offer enormous market opportunities, China
will not abandon industrial or core technologies in its efforts to dominate markets;
the state will therefore make localization, independently developed technology and
homegrown enterprises key indicators. Over the longer term, however, Taiwan-
based electronics firms with their strong technical research and development
capabilities will constitute another type of competitive relationship, while the
development of the electronics industries in China and Taiwan will proceed
through both competition and collaboration. Consequently, China's vibrant growth
can be said to be both an opportunity and a threat to Taiwan's electronics industry;
the importance of these factors must also be recognized when determining

strategies for Taiwan-China interactions.

For this reason, besides including in depth discussions of the core issues of
regions, and for China's Central and Western regions in particular, a substantial
portion of this report is dedicated to exploring China's overall economic and
industry strategy, in order to avoid falling into the trap of looking at the overall

picture through rose-tinted glasses.
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The report concludes that, as the orientation of China's industry policy
becomes clear, its worldwide effect on markets and the industry will increase. The
"Taiwan advantage" that has historically been the chief weapon in the competitive
arsenal of Taiwan's electronics industry is already being eroded. Consequently, the
most pressing issue for Taiwan-based manufacturers over. the next decade of
interaction between Taiwan and China will be how to develop new ways of doing
business that will allow Taiwan-based firms to_penetrate the China market by

integrating industry, regional and urban strategies.

The report also concludes that in their new strategies for penetrating the
China market, Taiwan-based manufacturers must free themselves of their
previous emphasis on competing as individual companies, as well as extending
their focus from technology to include service, applications and new business
models. At the same time, as interactions between Taiwan-based industries and
those in China proper change, Taiwan-based manufacturers must reposition their
international relationships and images for key service and manufacturing

iIndustries to become bilateral experts in advanced application solutions.
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