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The Impacts of the Rise of China on Taiwan’s Industrial Development —
The Cases of Textiles and Information Industries
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After WWII, the East Asian economies had grown rapidly following the model of
outward-oriented development. Many literatures use the term of “flying geese” framework
to describe the multi-layer sequential leading and following industrial development pattern
within the region. Most of them point to Japan as the leading goose followed by the Asian
NIEs (Hong Kong, South Korea, Singapore and Taiwan) as the first layer of following
geese, the four ASEAN countries (Indonesia, Malaysia, Philippines and Thailand) the
second layer and China the third, according to the sequence of industrial development. But
the order of the layers, presenting the advancement in industrial technology and maturity in
industrial development, may not always remain constant. Some economies may pass over
others and excel to the front layer if their human and physical capital are accumulated in a
faster pace, as pointed by Kojima (2000); or if there is a new technological innovation
which does not base on the knowledge and experience of the former technology and results
in strong advantages to a latecomer, causing the reversal of positions as leader and
follower, named as “leapfrogging” by Brezis et al. (1993).

To test whether the order of industrial development sequence in the East Asian has
deviated from the one stated above, Chen and Huang (2009) uses the time series of RCA
(Revealed Comparative Advantages) index to identify the relative positions of the
economies of the region. They added the US into the picture and found that, up to the early
21st century, Japan and the US remain as the leader geese, and the position of the Asian
NIEs as the first layer of following geese has been robust. But China has outpaced the
ASEANSs and inherited some of industrial production directly from Japan/US and the Asian
NIEs. It seems that the rise of China may have altered the structure of production division
within the region.

With the thaw in cross-straits relations starting in early 1990s, Taiwan and China have
established a close production network. The new development brought by the rise of China
should have important impacts on the role of Taiwan in the regional development. This
paper modifies the RCA method employed by Chen and Huang (2009) and former studies
and focuses on the textiles industry (less-intensive technological innovation) and
information industry (more intensive technological innovation) to investigate whether the
inheritance order of the two industries has changed, and whether the changes in the two
industries are significantly different. The performance of Taiwan among the four Asian
NIEs and the relative development between China and Taiwan are also analyzed.
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