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Strategic research feature on Taiwan passive component industry's
layout in Malaysia and Thailand
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Abstract

In the past, Mainland China relied on its market and cost advantages to attract
brand factories, system assembly plants, component suppliers and upstream material
equipment manufacturers to set up factories, creating a unique and complete global
electronics industry supply chain, and Mainland China naturally became a contested
ground for passive component manufacturers. Taiwan passive component industry’s
annual output exceeds NT $ | 10 billion, with almost half of the production base located
in China; in other words, currently Taiwan passive component industry dependence on

Mainland-China-is-very high.

However, the external industrial environment in Mainland China has undergone
drastic changes in market demand for products, factors of production, upstream and
downstream industries and government policies... These changes have a very dramatic
impact on Taiwan passive component industry, as it has always relied heavily on
mainland China as a production base, and some passive component manufacturers with
higher manpower demands, being unable to withstand the rapid increase in labor costs,

are anxious to find better production bases.

Looking beyond the Asian continent, in addition to China, the establishment of the
ASEAN has begun to show a market force that cannot be ignored, with an annual rate
economic growth rate of about 6%, coupled with the spending power and low labor
costs brought by a total population of 600 million persons, had to let us think about the
possibility of duplicating the old Chinese experience in the ASEAN, and become
another new area for electronics industry clusters. Malaysia and Thailand will play a

more strategic important as regional hub for ASEAN.

In terms of the six factors to consider in international capital movement, coupled

with judgments in cultural adaptation factors, China, Malaysia and Thailand have their

i WRFERTE - EIEN L TE

©2013 (ITIS)


march0324
試閱2

march0324
文字方塊
版權所有©2013 經濟部技術處 產業技術知識服務計畫(ITIS)
     經濟部技術處產業技術知識服務計畫專案辦公室 承辦


AN
A

BRETHERGRSRAGEEEZ RIEH T

own advantages and disadvantages. Among them, Thailand has advantages in the cost of
production: whether it is labor costs, land costs, utilities costs, corporate income tax
costs, all are the lowest in Thailand. However, judging from the standpoint of industrial
chain integrity, Mainland China as “World Factory” has been developed for nearly two
decades, so it has an absolute advantage in the integrity of the upstream and
downstream industry chain. In terms of considering the market's future growth, the
ASEAN regional growth potential should not be overlooked. So for comprehensive
consideration, Malaysia and Thailand can be regarded as new layout strongholds outside

Mainland China.

Opverall;-for-Taiwan passive.component manufacturers that have not yet entered
Malaysia or Thailand, they have to weigh whether the positive factors brought by
reduced production costs can offset the negative impact from incomplete industry
chain, still not significantly growing market demand, the cultural environment
difference... and other issues. Therefore, except for product lines with a higher
proportion of labor costs which have a more urgent demand for local factories, the rest
of the product line can be gradually layout in ASEAN, to prepare to meet the dual

advantages of the rising ASEAN market and relatively low production costs.

Taiwan passive component factory layout in Malaysia and Thailand, in the short
term they should operate in a non-direct way as import to enter the ASEAN market; as
the business grows and they familiarize with the market, real-time production from
real-time orders by way of exports may no longer be sufficient, so at this time is
possible to adopt the direct mode of operation by establishing warehousing and
marketing services strongholds, and build a shared Taiwanese shipping warehouse by
the local Taiwanese Association or domestic export-Import banks, in order to reduce
the risk for the manufacturers. For long-term layout authorized partners, co-production
or contract production models can be adopted, and move gradually toward its own

production line layout.
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