SPONSOR

Business Climate Survey

2018

American Chamber of Commerce in Taipei

Business Climate Survey
Report on Results
The online 2018 Business Climate Survey was conducted
for AmCham Taipei by PwC Taiwan between January 10 and
February 23. Of the 386 eligible respondents among the voting
representatives of the Chamber’s member companies (usually the
country head), 198 took the survey for a response rate of 51.3%.

CONSULTANT

2018_BCS.indd 1

Suite 706, Worldwide House
129 MinSheng East Road, Section 3, Taipei 10596, Taiwan
Tel: +886-2-2718-8226 Fax: +886-2-2718-8182
www.amcham.com.tw

2018/3/2 下午4:50

2018 Business Climate Survey

Partnering to Bolster
Taiwan’s Economic Future
A Message from 2018 AmCham Taipei Chairman Albert Chang

• AmCham Taipei’s member companies contribute heavily to the Taiwan economy in terms of employment,
investment, and tax revenue paid.
• They also have deep roots in Taiwan. The 2018 BCS shows that 37% of the companies surveyed have been
operating in Taiwan for more than 30 years. And about 27% have been here for 21-30 years.
• Although a majority of the member companies are American, they are geographically diverse in the location
of their global headquarters. 21% are based in Taiwan, 16% in Europe, and others in Hong Kong, Singapore,
Japan, Canada, and China.
• Most AmCham Taipei companies remain highly confident about future prospects for their businesses in Taiwan.
In the survey, 81% expressed optimism that their revenues would grow over the next 12 months and 79% were
similarly optimistic about the outlook for the next three years.
• AmCham Taipei executives consider that substantial progress has been made in the past year on many issues
affecting their businesses. They also have a high opinion of the quality of the Taiwan workforce and are
enthusiastic about Taiwan as a place to live.
• But they also cite areas of concern: the lack of sufficient flexibility in labor policies affecting working hours,
uncertainties about the adequacy of future energy supplies, and the need for greater consultation between
government and stakeholders in the policymaking process.
• The need for urgent transformation is increasingly clear in many aspects of governing – including the rulesmaking process and policies related to healthcare, energy, and working conditions. It is time for bold action in
response to the mounting challenges Taiwan is facing in the global arena – growing political pressure and business
competition from China, as well as uncertainties regarding U.S. foreign-policy directions and the stability of the
world trading order.  
• Given their broad international experience, AmCham Taipei member companies possess valuable expertise in
numerous areas crucial to Taiwan’s future economic development and social well-being, including innovative
healthcare, care for the aged, power generation, and the development of new financial and other services.
• AmCham Taipei and its member companies are eager to work in close partnership with the Taiwan government
and domestic business community to help secure Taiwan’s continuing stability and prosperity through increased
investment. The Chamber is currently exploring concrete proposals for such cooperation with the Taiwan
authorities.
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Taiwan is a positive environment for multinationals
Operations are healthy, encouraging companies to continue expanding

How confident are you about your company’s prospects for
revenue growth over the next 12 months?
A high 81.4% are either somewhat or very confident
Very confident

32.16%

Somewhat confident

81.4%

49.25%

Not very confident

13.07%

Not confident at all

3.52%

Don’t know/Can’t say

2.01%
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How confident are you about your company’s prospects for
revenue growth over the next 3 years?
Almost as many – 79.4% – are either somewhat or very confident
Very confident

24.12%

Somewhat confident

55.28%

Not very confident

79.4%

14.57%

Not confident at all
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Don’t know/Can’t say
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Do you expect your employment level to increase, remain about
the same or decrease over the next 12 months?
Reflecting that confidence, nearly 40% of respondents say they intend to increase their
employee headcount over the coming year.
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Stay about the same
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Most companies continue to be optimistic about Taiwan’s future growth
Though the confidence level is less than toward their own businesses

How confident are you about Taiwan’s economic growth over the next
12 months?
More than half of respondents – 55% – said they were either somewhat or very confident.
Very confident

6.5%

Somewhat confident

55.5%

49%

Not very confident

37%

Not confident at all
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Don’t know/Can’t say

1%
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How confident are you about Taiwan’s economic growth over the
next 3 years?
About half of the respondents (50.25%) were also confident about prospects for
the coming several years.
Very confident

3.52%

Somewhat confident

46.73%

Not very confident

50.25%

38.19%

Not confident at all

10.05%

Don’t know/Can’t say

1.51%
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Most companies are bullish about the outlook for their business over the next few
years.  “If your company has been here longer and is well established, you’ll have a good
foundation here and won’t be as concerned about short-term fluctuations,” observed one
respondent. “Smaller companies and those new to the market may struggle a bit more.”
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Member companies’ objectives are well aligned with the government’s vision
There is agreement that innovation is at the core of Taiwan’s continued
competitiveness.
Through the 5+2 Innovative Industries Plan and other initiatives, the Tsai administration has stressed its desire to
move Taiwan in the direction of an innovation-driven, knowledge-based economy.
One question asked about the extent to which key government initiatives are likely
to benefit Taiwan’s economic development.
14.21%
18.42%

A large extent

55.26%
45.79%

Some extent
13.68%

Not at all

23.68%

(A) 5+2 Innovative Industries
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Infrastructure Plan
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The follow-up question was the extent to which those initiatives are “likely to
impact your company’s decisions on future business expansion in Taiwan.”
8.99%
6.35%

A large extent
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Some extent
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Not at all
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The survey takers were asked “What constitutes the main opportunity for your
company’s growth over the next 12 months?” The most common answer (38.89%)
was “product/service innovation.”

38.89%

Product/service innovation
Increased share in existing markets

33.84%

New market sectors

14.14%

Mergers and acquisitions

3.03%

New joint ventures and/or strategic alliances

5.05%

Others

5.05%
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Considerable progress has already been accomplished
Strides include White Paper issues and administrative procedures.
When the 2017 Taiwan White Paper was released last June, none of the 80 issues presented in the previous
year’s White Paper had been rated as resolved by AmCham Taipei’s committees. The government responded
by setting up quarterly meetings presided over by a Vice Minister of the National Development Council (NDC)
to seek to improve on that record during the current advocacy cycle. With several months still to go before the
next White Paper is launched, five of this year’s 83 issues have already been checked off as “solved,” including
two high-priority suggestions from the Human Resources Committee.
In a question about the effectiveness of the NDC meetings, about 60% of the
respondents expressed their satisfaction.
Very effective

6.35%

Somewhat effective

52.91%

Not at all effective

59.26%

19.05%

Don’t know
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There was positive response to the government’s creation of an online platform to track proposed new laws and
regulations.
Many respondents agreed that laws & regulations can now be researched in a
user-friendly way.
Strongly agree

5.18%

Agree

34.2%

Neutral / Don’t know

39.38%

33.16%

Disagree

21.24%

Strongly disagree

6.22%
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Respondents also tended to agree that,
in principle, draft regulations are given
a sufficient public notice and comment
period (currently 60 days) before adoption.
3.11% 1.55%

100

Although a smaller number
agreed that sufficient time
for notice and comment was
available in practice.
4.15% 1.04%

Strongly agree
23.32%

38.34%

33.68%

Agree
Neutral / Don’t know
Disagree
Strongly disagree

26.94%

30.05%
37.82%

Patent Linkage, an issue that had appeared in the White Paper for more than a decade, has now come close to
final resolution through legislative action authorizing a mechanism to prevent patent-infringing pharmaceuticals
from reaching the market. Hopefully the necessary database will be created and the system put into operation
before the end of this year.

S-6

2018 business climate survey

2018_BCS.indd 6

2018/3/2 下午4:50

2018 Business Climate Survey

Taiwan’s human capital is one of its biggest assets
Personnel are regarded as hardworking and easy to train
The companies surveyed are generally satisfied with their ability to recruit enough – and sufficiently capable –
personnel to meet their needs.

Very satisfied

14%

Somewhat satisfied

62%

48%
28%

Not satisfied
7%

Strongly dissatisfied
2%

Don’t know / Can’t say
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The survey-takers are enthusiastic about the quality of the human capital in Taiwan.
Out of 18 characteristics, the top 5 cited were:

u Trustworthiness
v Openness to training
w Industriousness
x Execution of assigned tasks
y Loyalty

The bottom five were:

u International mindset
v Creativity/ability to innovate
w English ability
x Ability/willingness to take initiative
y Leadership

One respondent noted that the Taiwanese population includes many creative and internationally minded people,
but many of them may have already gone abroad in search of higher pay and greater career opportunities. “The
talent that remains here is committed to Taiwan and it’s often excellent, but may not be as ready to present
themselves to multinationals in the way that a Taiwanese person who has lived in Silicon Valley for 15 years would
be,” he said.

2018 business climate survey
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Taiwan is seen as an excellent place to live and work
Safety, stability, and friendliness are among the top attributes

Asked about the quality of life in Taiwan, the respondents were generally
enthusiastic. They cited the following top five positive factors:

u Personal safety
v Healthcare system
w Mass transportation
x Social stability
y Friendliness toward foreigners

On the negative side, the main aspects cited were:

u Air quality
v Diversity & inclusiveness
w Education system
x Environmental sanitation
y Infrastructure

“The way things are today, it feels like Taiwan is a bit off the map to many people around the world,” and
newcomers may not immediately be as impressed with Taiwan as they are of Singapore or Hong Kong, said one
executive. “But in reality, when people are here for a long period of time, they come to appreciate that there’s no
better place to live in Asia than Taiwan.”
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Key Areas of Concern – Labor Policies
A knowledge-based economy needs more flexible treatment of professional/
managerial personnel
Amendments to the Labor Standards Act enacted in late 2016 put rigid and complicated regulations in place
regarding working hours, the calculation of overtime pay, and other provisions affecting working conditions.
The survey asked whether those rules provided sufficient flexibility to meet
their companies’ needs. 49.21% of respondents said no.
Strongly agree

5.24%

Somewhat agree

15.71%

Neutral

27.75%

Strongly disagree

14.81%

Don’t know
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2.09%
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And whether there was adequate communication with stakeholders before the
changes were adopted. Just over 50% said the communication was inadequate.
Strongly agree

3.66%

Somewhat agree

12.04%
28.27%

Neutral
Strongly disagree
Don’t know

50.26%

5.76%
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Recognizing that neither employees nor management were fully satisfied with the changes, the government – to
its credit – proposed revisions that were passed by the legislature at the end of 2017 (too late to be reflected in
detail in the survey questions). But the overwhelming majority of respondents support further revisions to exempt
professional and managerial talent from the rigidities of the regulations.
Strongly agree

57.59%

Somewhat agree

31.41%

Strongly disagree

89%

4.71%

Don’t know

6.28%
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About half of the survey-takers said labor issues are likely to be a key factor in their companies’ decision on
future business expansion in Taiwan.
Strongly agree

15.71%

Somewhat agree

34.03%

Neutral

35.6%

Strongly disagree
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Key Areas of Concern – Energy
Companies need greater assurance of the adequacy of future power supplies
Future power supply sufficiency, voltage stability, and electricity costs are all matters of concern, but the biggest
worry is whether electricity supply can meet demand.
Power supply sufficiency
49.74%

Extremely Concerned
Somewhat Concerned

34.72%

Not Concerned

84.46%

8.81%

No Opinion / Don’t know

6.74%
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Voltage stability
33.68%

Extremely Concerned
Somewhat Concerned

35.75%

Not Concerned

69.43%

21.24%

No Opinion / Don’t know

9.33%
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Electricity cost
26.42%

Extremely Concerned
Somewhat Concerned

41.45%

Not Concerned

67.87%

24.87%

No Opinion / Don’t know

7.25%
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The Taiwan government aims to achieve a “Nuclear-Free Homeland” by 2025 while also sharply reducing
carbon emissions. Executives were asked the extent to which concerns about the practical achievability of
these goals will impact their companies’ decisions on business expansion in Taiwan.
19.17%

Large extent
Some extent

39.9%

Not at all

59.07%
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9.84%
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While accepting the government’s goal of eliminating the use of nuclear power, executives are concerned as
to whether adequate incentives and supporting measures are in place to encourage the necessary privatesector investment in alternative energy projects – and whether these initiatives will be able to succeed as viable
businesses.
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Key Areas of Concern – Regulatory Framework
For the good of the economy, more consultation is needed between government and
business
With regard to overall policymaking, the survey asked “Are you satisfied with top policymakers’ attention to
the needs of business and engagement with the private sector in setting relevant policies?” 58.2% said
they are not satisfied.
Very satisfied

2.65%
29.63%

Somewhat satisfied

58.2%

Not satisfied
9.52%

Don’t know
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The survey asked for executives’ opinions on the following statements about Taiwan’s regulatory environment:
New regulations fit economic needs and demonstrate thorough understanding
of industry and/or business dynamics
Strongly agree
Somewhat agree
Neutral / Don’t know
Disagree
Strongly disagree

1.04%
16.06%
30.05%

43.52%

9.33%
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Rulemaking is done in accordance with global best practices
Strongly agree

1.04%

Somewhat agree

16.58%

Neutral / Don’t know

28.5%

43.01%

Disagree
10.88%

Strongly disagree
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Government bodies give serious attention to comments from the public and
typically provide carefully considered relevant responses to public input.
Strongly agree
Somewhat agree
Neutral / Don’t know

1.04%
20.73%
26.94%

41.45%
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Laws and regulations are interpreted in a consistent manner
Strongly agree

1.55%
18.65%

Somewhat agree
Neutral / Don’t know

27.46%

Disagree
Strongly disagree

39.9%

12.44%
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Respondents regard Taiwan’s regulatory regime as often being a drag on economic progress, lagging behind the
needs of a knowledge-based economy and deviating from standard international practice.
2018 business climate survey
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Taxation
Aside from the individual tax rate, MNCs are generally satisfied with the current tax
environment
To what extent do you agree that the following aspects of Taiwan’s tax
system are favorable to doing business in Taiwan?
1.04%
0.52%
1.04%
0%
0%
0.52%

Strongly agree

Corporate income tax rate
Individual tax
Ease/complexity of corporate tax
compliance process

36.27%

21.76%
27.46%
36.79%
19.69%
29.02%

Agree

21.24%

No opinion/ Don’t know

35.75%
42.49%
40.41%
48.7%

20.21%

Disagree
6.74%

0

Tax appeals process
Government efficiency in tax
applications
58.03%

32.12%
23.32%
20.73%
17.62%
17.62%
24.35%

5.7%
2.07%
4.66%
4.15%

Strongly disagree

Clarity of tax
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The high individual income tax rate, especially in comparison with Singapore and Hong Kong, is seen as making it
difficult for multinationals to attract high-caliber foreign talent to Taiwan.

Investment incentives
MNCs in Taiwan prefer tax deductions rather than subsidies
To what extent do you agree that the following incentives would stimulate
foreign companies’ investment willingness?
13.47%
22.28%
30.57%
27.46%

A large extent

53.89%
57.51%
49.74%
51.81%

Some extent

13.47%
11.92%
12.95%

Not at all

(A) Government subsidies
(B) Tax credits
(C) Tax exemptions
(D) Reduced tax rates for
specific industries

7.25%
6.74%
7.77%
7.77%

Don’t know
0
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U.S. Government engagement in the Asia Pacific
The Trump administration’s policies are affecting American companies’ competitive
position in the region.

To what extent do you regard the following developments as putting
American companies at a competitive disadvantage in the Asia Pacific?

27.98%
25.91%
25.39%

A large extent

44.04%
44.04%
46.63%

Some extent

13.99%
13.99%
12.44%

Not at all

(A) U.S withdrawal from TPP
(B) Recent American foreign policy
initiatives
(C) Recent American trade policy
in general

13.99%
16.06%
15.54%

Don’t know
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If budgets for the State Department and American Institute in Taiwan are
substantially reduced, how concerned are you about the potential impact
on the U.S.-Taiwan economic agenda?

Extremely concerned

35.23%

Somewhat concerned

81.34%

46.11%

Not concerned

11.92%

Don’t know

6.74%
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AmCham executives are concerned about current directions in U.S. policy and possible budget reductions for
diplomatic efforts.

2018 business climate survey

2018_BCS.indd 13

S-13

2018/3/2 下午4:50

2018 Business Climate Survey

Strengthening the U.S.-Taiwan economic relationship
AmCham member companies place high importance on the TIFA process

How important is it for your business that the U.S. and Taiwan hold
annual TIFA Council talks on outstanding trade issues?

25.91%

Very important
Somewhat important

71.51%

45.6%

Not important

21.24%

Don’t know

7.25%

0

20

40

60

80

100%

Respondents consider it important for their business for the U.S. and Taiwan to conclude bilateral trade, investment, and tax agreements

How important is it for your business for the following agreements
to be negotiated between the U.S. and Taiwan?

33.16%
28.5%
27.98%

Very important

39.9%
43.01%
37.31%

Somewhat important

19.69%
20.21%
20.21%

Not important

Don’t know
0
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OBSERVATIONS
Dan Silver
General Manager, Abbott Vascular Taiwan

T

he quality of the people is truly Taiwan’s greatest asset. But Taiwan as a place
doesn’t have the same, global attractiveness of Singapore or even Hong Kong. When
multinational companies make decisions about where to put their investment, that factor
has a bigger effect than people may realize. There are many things that could be done
about that. As a percentage of its population, Taiwan may have the largest pool of its
citizens working abroad in all of Asia. If properly leveraged, the wealth of ideas that this
pool could bring back to Taiwan – both positive and negative lessons learned – could turn
everything around. The goal should be to make Taiwan a place that no one could ignore.  
Right now that’s not the perception. Japan, Korea, and of course China are bigger
markets. Singapore and Hong Kong are seen as international cities. Most people aren’t
aware of how good the standard of living is in Taiwan, its convenient transportation and
communication links in the region, and the quality of the schools.
At the same time, growth is very important – often more important than revenue.
You could have a very reasonably sized market for your services or products in Taiwan, but if it’s shrinking, you won’t get
investment. And the converse is also true: if you have a small, underdeveloped market with tremendous growth prospects, you
will get investment. Growth is what drives company decisions.

Daniel Tseng
President, Corning Display Technologies Taiwan

C

urrently there are areas of uncertainty like cross-Strait relations and the intentions
of the U.S. government in this region. But there are also sound reasons for a
certain level of confidence in Taiwan’s future economic growth. High-tech businesses in
Taiwan continue to enjoy competitive advantages in terms of value chain integration,
the flexibility of operations here, and the presence of skilled suppliers. As a result, core
industries like semiconductors and other technology-oriented sectors are still doing well,
but so are many smaller companies in traditional industries. Everyone is adopting new
methods to survive, and the government has been supportive. Take the labor law, for
example. The government listened to what people were saying and amended the law to
make it more flexible.
What government needs to stress more is the formulation of economic growth
strategies based on Taiwan’s uniqueness and differentiation from other places. Then we
need to make sure those ideas can be well executed.
The quality of the workforce is one of Taiwan’s great strengths. Taiwanese talent stands out because of three qualities:
loyalty, consistency, and dedication. But there’s room for improvement in terms of creativity, ability to identify future problems,
and sense of ambition about their careers.
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OBSERVATIONS
Leo Seewald
Chairman/Managing Director, BlackRock Investment Management (Taiwan) Ltd.n

I

n my industry, Taiwan has the advantage of being a mature, stable, and wealthy market.
The people are quite used to investing. They enjoy investing. They understand it. So you
have a lot of foreign asset managers coming here. But you don’t find the same vitality in
every sector. In fact, the problem in the financial services industry in general is that it is
too fragmented.
Among multinational corporations, everyone is investing in China, whether or not they
are making any money there. They think they have to be there because that’s where the
future will be. Taiwan is not a have-to invest market. When companies consider investing
in Taiwan, they will also look at Singapore, Hong Kong, and China. They will weigh
different factors – like tax rates, the friendliness of the environment, and the local growth
potential – before making a decision.
When the government is looking at how to make Taiwan attractive, it has to keep
that in mind. Singapore and Hong Kong are smaller markets that have made themselves
attractive by having clarity of law, simplicity in government regulation, low tax rates, friendly immigration policies, and good
English. That’s how they’ve made themselves relevant. What will be Taiwan’s relevance?

Vincent Shih
Assistant General Counsel and GM of Corporate, External & Legal Affairs, Microsoft Taiwan Corp.

T

aiwan has a number of advantages. The well-educated talent is a key factor. Another
is the convenient supply chain ecosystem within a compact area, and also the
strong foundation in hardware – which is an asset but also a hindrance to the transition
to new industry. Also worth mentioning are the mature IPR laws and Taiwan’s central
geographical position in the region.
Taiwan can serve as a very good testbed, which is one reason why Microsoft set up
our AI center here. China isn’t ideal in this regard because it’s too big and presents too
many uncertainties, but MNCs wanting to develop their Chinese-speaking market can use
Taiwan as the testbed.
The Taiwan government’s determination to develop the AI industry is a very good sign,
because Taiwan has been a bit stuck in its hardware and manufacturing-based mentality,
and AI without a doubt is the next big opportunity for Taiwan. We need to change our
hardware-driven thinking and switch to industries that are more intangible, like software
and services.
Data deregulation is also important if we want to grow the AI industry. We’re sitting on a potential goldmine of data here,
but Taiwan’s privacy laws – among the world’s strictest – present a big obstacle in accessing that data. In the legal system in
general, we would benefit from moving from a positive list to a negative list approach – in other words, any innovative business
model should be allowed unless it is explicitly forbidden by law. That would help remove barriers to innovation.
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