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PRESIDENT'S VIEW

Feeling proud of Taiwan
while facing the many
challenges ahead

I

have never felt prouder of Taiwan. The way the
country – both the people and government –
have dealt with the ongoing coronavirus crisis
has been incredibly impressive. The public has been
relatively calm and brave. The officials have been
transparent, proactive, and professional. Indeed, so
far Taiwan’s response to the outbreak has been one
of the best models for the rest of the world as the
deadly illness spreads across the globe.
I must admit that I’m also deeply worried.
There are still many unknowable unknowns. Containing a tricky virus that so quickly transmits from
person to person is a massive challenge. A lot can
go wrong and is beyond our control. It’s much too
early for celebrating. Just look at what happened
in South Korea, which appeared to be doing such
a good job fighting COVID-19. I shudder to think
that I might wake up tomorrow morning to the
news that the situation has gone terribly sideways
in Taiwan. We all feel deeply uneasy everytime we
check for updates.
But I have a tremendous amount of faith and
confidence in Taiwan. Having the privilege to sit in
on our exclusive interview (featured in this issue)
with Vice President Chen Chien-jen, also a topnotch epidemiologist, left me feeling that we’re in
good hands. I’m sure all the leaders of the world
would love to have him at their sides during this
crisis. Also reassuring is the tireless dedication and
hard work by the team led by Chen Shih-chung,
Minister of Health and Welfare.
I do believe that some of the worst damage can
be done by fear, panic, and anxiety – not by the
virus itself. Being careful and taking the right precautions is important. There’s no disputing that.
But we also need to be calm and rational. We can’t
let fear get the best of us. That’s why at AmCham
Taipei, we continue to hold small- and mediumsized events. We believe it’s important to do our

6

best to carry on, conduct business and live normal
lives, while doing everything possible to be safe.
I’ve been thrilled to see that turnout at our events
has been great.
The final emotion I’ll describe in this column is
outrage. Frankly, it’s appalling that petty politics
keep Taiwan from collaborating with the World
Health Organization at a time when the country
has so much to offer and gain. Our editorial in this
issue covers this issue well, so there’s no need to say
much more. But it was reassuring to see Taiwan’s
many friends in the U.S. Congress tweeting and
issuing statements about this ridiculous attempt to
isolate Taiwan.
Unfortunately, these slights will likely continue. For now, the best response is for Taiwanese
to shrug off the small-minded insults. Don’t get discouraged. Continue strengthening your civil society
and institutions. Keep showcasing your competencies and sharing your best practices with the world.
That’s how Taiwan will win this marathon.
If Taiwan can hold the line and contain the
coronavirus outbreak, it won’t just be a public
health victory. It will also be a huge win for Team
Democracy – an important lesson for those who
envy the perceived efficiency of authoritarian
regimes. It will show that a free and open society
– though sometimes noisy and gridlocked – can
operate at a high-level of competency to fend off
a deadly, economy-crushing threat. I’m still cautiously optimistic Taiwan can pull it off.

William Foreman
President,
American Chamber of Commerce in Taipei
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Bring Taiwan into the WHO

he current coronavirus crisis has injected new urgency
into a longstanding issue: Taiwan’s exclusion from the
World Health Organization and its annual World Health
Assembly.
Pressure from Beijing designed to isolate Taiwan within the
global community has kept Taiwan from participating in scores
of international organizations, including all those affiliated with
the United Nations. But in no other case has the lack of membership been as consequential as with the WHO. Taiwan receives no
notifications from the WHO regarding disease control or other
health-related developments. Instead it has to rely on friendly
governments and sympathetic NGOs around the world to pass
that vital information on to Taiwan’s health authorities.
From 2009 to 2016, Taiwan was able to send representatives
to attend the World Health Assembly in Geneva only because
China signaled its acquiescence – part of the détente Beijing was
engaged in with the Chinese Nationalist administration then
in power in Taiwan. That policy changed abruptly when the
Democratic Progressive Party’s Tsai Ing-wen succeeded to the
presidency in 2016, and since then no invitations to the WHA
have been forthcoming.
The resulting exclusion of Taiwan from the Assembly and
its communications channels leaves a gaping hole in the global
health network. In the face of the potential pandemic posed by
COVID-19, it is crucial that health-information coverage extend
to all parts of the world – certainly including a major trading
economy like Taiwan, whose 23 million citizens make over 17
million trips abroad each year.
In seeking to justify its blockage of WHA participation by

Taiwan, China in the past has reiterated its claim that the island
is part of its territory and insisted that looking after the wellbeing of Taiwan’s population should be its responsibility. The
disputable political accuracy of that statement aside, the current
epidemic has called into question Beijing’s ability to properly
care for the welfare of the people on the Chinese mainland, let
alone anyone else.
While Beijing’s slowness in coming to grips with the crisis
and lack of transparency left its population more vulnerable, the
Taiwan health authorities’ response to the pending emergency was
one of openness, accountability, and efficient policymaking. In
the end, Taiwan may or may not remain protected from the worst
ravages of the widening epidemic, but in the early stages of the
crisis its government showed admirable competence, preparedness, and a keen sense of responsibility.
Besides being unjust to Taiwan, the exclusion from the WHA
limits the contribution that Taiwan – with its outstanding medical
researchers and healthcare professionals – can make to the rest of
the world in fighting disease. Yet despite those obstacles, Taiwan
is taking a leading role on many fronts related to global public
health, including work on developing an effective treatment for
COVID-19. That kind of involvement should be encouraged and
expanded, not made subject to political impediments.
The U.S. government in recent years has been an outspoken
supporter of Taiwan’s participation in international organizations
– at least as an observer if full membership seems impossible.
Hopefully the current global health crisis will convince more
countries to do the same with regard to the WHA. Health
concerns should not be held hostage to political squabbles.

當

台灣人民福祉應是中國的責任。除了前述聲明的政治正
確具有爭議性外，當前這波疫情的蔓延，令人懷疑北京
是否有能力妥善照顧中國大陸人民的健康，遑論顧及其
他人。
北京對這波危機的處理不但慢吞吞，也缺乏透明度，
導致人民更易遭受病毒攻擊；反觀台灣衛生當局面對一
觸即發的疫情，採取的卻是開放、負責和高效率決策的
做法。台灣最終或許可以（也可能無法）免於這波不斷
擴散疫情的最無情摧殘，但在危機爆發初期階段，其政
府展現令人敬佩的稱職能力、周全準備和強烈的責任
感。
被世衛大會拒於門外，除了對台灣並不公平，也讓擁
有傑出醫學研究人員和醫療專業人士的台灣能為世界其
他地區做出的抗疫貢獻受到限制。不過儘管面臨前述阻
礙，台灣仍在全球公共衛生的許多相關方面擔負起主要
角色，包括致力開發新冠肺炎的有效療法。應該鼓勵並
擴大這類參與，而非以政治阻力打壓。
美國政府近年來一直公開支持台灣參與國際組織――
即使似乎不可能成為正式會員，起碼也要以觀察員身分
參與。關於台灣參加世衛大會的問題，希望當前這波全
球健康危機能說服更多國家採取和美國一樣的行動。健
康問題不應淪為政治口水戰的人質。

前這波新冠肺炎危機為一項由來已久的問題增添
新的急迫性：台灣被世界衛生組織及其一年一度
的世界衛生大會拒於門外。
北京意圖在國際社會孤立台灣而施加壓力，導致台
灣無法參加包括聯合國所有附屬機構在內的許多國際組
織，但任何情況都不像缺乏世衛會員資格的後果那樣嚴
重。台灣無法從世衛取得有關疾病管控或其他衛生相關
發展的通知，而是須仰賴世界各地的友好政府或有同情
心的非政府組織，將這類重要資訊轉給台灣衛生當局。
台灣之所以能在2009到2016年間派遣代表前往日內瓦
參加世衛大會，只不過是因為中國示意默許――部分來
自北京和台灣當時執政的國民黨政府之間關係緩和。北
京的此項政策在民進黨的蔡英文2016年當選總統後陡然
改變，此後台灣未再收到出席世衛大會的邀請函。
台灣因此被排除在世衛大會及其溝通管道之外，讓
全球衛生網絡出現一大缺口。面對新冠肺炎可能引發大
流行的風險，健康資訊的涵蓋範圍應擴及世界所有角
落――當然包括像台灣這樣的主要貿易經濟體在內，這
點至關重要。台灣2,300萬人民每年出國旅行的人次超過
1,700萬。
為了證明阻撓台灣參加世衛大會的作法具有正當性，
中國過去一再重申台灣是其領土的一部分，並堅稱照顧
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— BY J E REM Y O LI VI ER —

ECONOMIC INDICATORS

MACROECONOMICS
COVID-19 AROUSES
FEAR, CAUTION
Markets around the world have
begun tumbling due to coronavirus fears,
and a “black swan” recession looks
possible in some economies. The Taiwan
Stock Exchange has not been insulated
from the shocks, with weighted shares
plunging 220 points, or 2%, in late
February. The outlook for a quick recovery does not look promising, as some are
predicting another big drop in March
and a 10% to 15% fall in tech sector
shares over the next few months.
Exports in January decreased by a
substantial 7.57% from the same month
a year earlier, while imports declined
by 17.66%. Export orders, a leading
economic indicator, fell by 12.8% yearon-year in January due to the extended
Lunar New Year holiday break and the
COVID-19 outbreak in China. Considering Taiwan manufacturers’ heavy
reliance on components and materials
from Taiwan for use in their operations in China, falling demand from
that market due to stalled production
and reduced consumption could cause
further decreases in overall trade in the

US$ billion

Year earlier

Current Account Balance (Q4 2019)p

17.02

Foreign Trade Balance (Jan.)
New Export Orders (Jan.)
Foreign Exchange Reserves (end Jan.)
Unemployment (Dec.)
Discount Rate (Jan.)
Economic Growth Rate Q3 2019p
Annual Change in Industrial Output (Dec.)p

18.65

3.5

0.9

35.3

40.5

479.1

455.7

3.67%

3.66%

1.375%

1.375%

3.0%

2.47%

5.99%

-1.06%

Annual Change in Industrial Output (Jan.-Dec.)p

-0.32%

3.65%

Annual Change in Consumer Price Index (Dec.)

1.13%

-0.06%

Annual Change in Consumer Price Index (Jan.-Dec.)

0.56%

1.35%

P=PRELIMINARY

SOURCES: MOEA, DGBAS, CBC, BOFT

coming months.
The Taiwan Institute for Economic
Research reports a 2.23 percentage
point drop in its manufacturing composite index for January. The portion of
Taiwanese manufacturers who saw business as being worse than expected in
January increased by almost 25 percentage points from the previous month.
The manufacturing sector’s outlook
for the coming six months is similarly
pessimistic, with 26.4% of surveyed
businesses predicting a further decline
in sales. TIER’s other two composite

indexes, for services and construction,
decreased by 3.15 and 8.41 percentage
points, respectively.
While the general picture looks grim,
National Development Council Minister Chen Mei-ling says that the impact
of COVID-19 on Taiwan’s economic
performance may not be as severe as
it was during the SARS outbreak. In
particular, the current situation is likely
to accelerate the diversion of manufacturing and trade from China to
other economies in the region, including some business that will return to
Taiwan. Further, the introduction of
5G technology in Taiwan will drive
the development of new applications,
creating commercial opportunities that
should soften the negative impact of
the COVID-19 outbreak. Lastly, the
rise in e-commerce, food delivery, and
courier services could compensate for
the temporary decline in conventional
consumption in Taiwan.

I N T E R N AT I O N A L
VP-ELECT LAI
MAKES U.S. VISIT
Minister Chen Mei-ling of the National Development Council.
PHOTO: NDC
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When Vice President-elect William
Lai visited the U.S. in early February,
the highlight of the trip was his atten-
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dance at the invitation-only National
Prayer Breakfast, an event that was also
attended by President Trump. Although
Lai stressed that his trip was made in a
personal capacity, he is the highest-ranking Taiwanese leader to visit Washington,
D.C. since diplomatic relations were cut
in 1978. During his visit, Lai also met
with House Speaker Nancy Pelosi, as
well as Senators Marco Rubio, Jim Risch,
Robert Menendez, and Cory Gardner, all
known for their support for Taiwan.
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Eswatini relationship as “immoral and
abnormal” and a violation of the “OneChina Principle or policy.”
Ta i w a n ’s M i n i s t r y o f F o r e i g n
Affairs on February 3 responded that
it had been in contact with top Eswatini officials over the matter, and that
the kingdom remains a staunch ally
of Taiwan. In a statement, Ministry spokesperson Joanne Ou said that
“Eswatini has reiterated its firm intentions to deepen its diplomatic relations
with Taiwan, even in the face of pressure from China.”

CROSS-STRAIT
CHINA PUTS PRESSURE
ON ESWATINI

DOMESTIC
YU SHYI-KUN ELECTED
LEGISLATIVE SPEAKER

China is ramping up political and
economic pressure against Eswatini (formerly known as Swaziland), a
small absolute monarchy in southern
Africa that is Taiwan’s sole remaining
diplomatic ally on the continent. On
February 1, the country’s news outlets
published a strongly worded statement
by the Chinese ambassador to South
Africa, outlining a policy closing off visa
services to Eswatini citizens at all PRC
embassies and consulates-general except
for the one in Pretoria, South Africa.
The statement, titled “No Diplomatic Relations, No Business Benefits,”
said the policy was a response to Eswatini’s continuation of official ties with
“the Taiwan authorities, a province of
the PRC.” It characterized the Taiwan-

Former Premier Yu Shyi-kun, a newly
elected Democratic Progressive Party
legislator-at-large, was elected Speaker
o f t h e L e g i s l a t i v e Yu a n o n F e b r u ary 1. He succeeds two-term Speaker
Su Jia-Chyuan, who decided not to
run again after his wife, Hung Hengchu, announced her bid for legislator
representing Pingtung County on the
DPP ticket last year. After facing pushback from other DPP members, she
later decided to run as an independent
instead, then withdrew her candidacy
altogether in mid-November.
In his inaugural speech, Yu Shyi-kun
pledged to lower the voting age in order
to encourage more people of all ages

TAIWAN'S JAN. 2020 TRADE FIGURES
(YEAR-ON-YEAR COMPARISON)
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TAIWAN STOCK EXCHANGE
PERFORMANCE
THE LINE SHOWS CHANGES IN TRADE VALUE AND
THE SHADED AREA CHANGES IN THE TAIEX INDEX.
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to join in the election process. He also
stated his dedication to cooperating with
colleagues in securing free-trade agreements with friendly nations, and stated
that Taiwan should use its soft power
and strategic location to take advantage
of opportunities provided by the U.S.China trade dispute.
Yu previously served as Premier
from 2002 to 2005 and was chairman
of the DPP in 2005-2006. Earlier he
served two terms as magistrate of Yilan
County. Yu is considered a founding
member of the DPP.

HAN RECALL CAMPAIGN
NEARS GOAL
A petition seeking the recall of Kaohsiung Mayor Han Kuo-yu has nearly
reached its goal of 580,000 signatures,
the number needed to launch an official
recall vote. The campaign, initiated by
the civil society groups Citizen’s Mowing
Action and WeCare Kaohsiung, was
launched as a response to Han’s decision to run for president on the Chinese
Nationalist Party (KMT) ticket a mere
three months after his inauguration
as mayor, despite his promise to Kaohsiung residents that he would serve out
his term as mayor. Han lost the presidential election in early January to DPP rival
and incumbent Tsai Ing-wen by almost
20 percentage points.
Han was elected mayor of Kaohsiung
by a surprising 9% margin, follow-
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ing a well-funded populist campaign
and a plethora of seemingly impossible
promises to reverse the industrial city’s
fortunes, making him the first KMT
politician to govern the city in more than
two decades. However, he quickly lost
favor after taking office when the projects his administration embarked on
showed little or no progress.

FIRST SECTION OF MRT
YELLOW LINE OPENED
The first section of a planned circular MRT line began normal operation
on January 31. The yellow line connects
Dapinglin station on the green line
with New Taipei Industrial Park on the
Taoyuan Airport MRT circuit, with
stops in Xindian, Zhonghe, Banqiao,
and Xinzhuang in between. New Taipei
City Mayor Hou Yu-ih and other officials emphasized that passengers can
now traverse through that portion of
New Taipei without needing to go into

A
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R

Taipei, which will ease congestion at
existing transfer stations.
In addition, passengers departing
from Taoyuan International Airport
will be able to check-in to their flight
and drop off luggage at the New Taipei
Industrial Park transfer station for a few
select airlines.
As part of the grand opening, passengers on the new MRT line were allowed
to ride free of charge for the first month
of operations.

BUSINESS
5G AUCTION EXCEEDS
EXPECTATIONS
Taiwan has completed both phases
of its 5G spectrum auction, raising a
total of NT$142.19 billion (US$4.7
billion), the third-highest amount worldwide behind Germany and Italy. The
first phase of the auction, which took
place between December 10 and Janu-

Opening of the first section of the MRT circular line will benefit riders in New
Taipei City.
PHOTO: MARTTI CHEN
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ary 16 and involved 261 rounds, offered
270 MHz in the 3.5GHz band, 2,500
MHz in the 28GHz band, and 20MHz
in the 1.8GHz band. During that round
NT$138 billion (US$4.6 billion) worth
of spectrum was sold off.
The second phase was held on February 1 and generated another NT$4.11
billion (US$135.2 million). Chunghwa Telecom made the largest bid in
both phases, buying up 90 MHz of
the 3.5GHz range and 600MHz of the
28GHz high band. It plans to launch
its 5G services in July. FarEasTone and
Taiwan Mobile were the second and
third highest bidders, while Taiwan Star
secured 40MHz of mid-band spectrum.
Asia Pacific Telecom, Taiwan’s smallest operator, withdrew from the 3.5GHz
auction, but said it would look at sharing spectrum with another telecom.

FAR EASTERN AIR
LICENSE REVOKED
The Ministry of Transportation and
Communications in late January revoked
the civil aviation license for local
airline Far Eastern Air Transport (FAT)
and fined the company NT$3 million
(US$99,174). The punitive measures
were taken after the airline unexpectedly
announced last December that it was
stopping all flights, citing huge losses
and an inability to source new funds.
FAT later petitioned MOTC for reinstatement of its license, arguing that the
announcement had arisen from a misunderstanding among its management.
The ministry refused, however, saying
that the carrier’s termination of service
had violated the Civil Aviation Act.
Under that law, an airline can only halt
its flights after it has received approval
from Taiwan’s aviation authorities.
The revocation of FAT’s license leaves
its 900 employees without jobs. The
Ministry of Labor has pledged to help
them find new jobs and apply for unemployment benefits, as well as to allocate
funds to compensate employees for
outstanding salary payments.
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Combating the
Coronavirus
對抗冠狀病毒
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FACING THE ECONOMIC
CONSEQUENCES OF
COVID-19 IN TAIWAN
As China’s industrial centers remain in a state of
uncertainty due to coronavirus fears, Taiwanese and
international companies that have come to rely on the
PRC as a production base are now seeking alternative
solutions while trying to maintain continuity of operations back home.
BY JEREMY OLIVIER

The COVID-19 outbreak has many in Taiwan on high alert, with medical personnel donning extra protective gear to avoid infection.

PHOTO: MATTHEW FULCO
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hen discussing the business and economic implications for Taiwan of the
recent novel coronavirus (COVID-19)
outbreak, industry leaders and analysts
keep returning to an unsettling word:
“unknown.” China, a market in which
multitudes of Taiwanese and international companies are heavily engaged,
was already a uniquely unpredictable
place to do business. Now with the
COVID-19 crisis added to the mix, the
level of unpredictability has reached new
heights, causing companies to scramble
to determine how best to react in a very
dynamic situation.
According to Shanghai-based consultant Kent D. Kedl, two major challenges
are currently preoccupying companies
operating in China. “Right now, companies’ biggest concern is protecting the
health and well-being of their people.
That applies to both their local staff, as
well as staff from overseas, Hong Kong,
and Taiwan,” says Kedl, who works for
the global consultancy ControlRisks.
Next is how to prepare to resume
operations. “There are issues around
quarantine restrictions, and companies
need to ask if they have enough people,
and whether they have approvals from
the local authorities, to start back up,”
he says. “These are the kinds of things
they need to sift through and decide
what’s the best next step.”
Kedl notes that many of the companies he consults for have arranged for
their white-collar employees to work
from home on an ad hoc basis as a

0

TAIWAN BUSINESS TOPICS • MARCH 2020

3 CoverStory.indd 12

2020/3/5 下午5:57

EPIDEMIC
first step. They will then turn to getting
production back on track.
While some production is beginning to
resume at some companies, there is still
no clear indication of when everything
will return to normal. As the reported
number of infections and the mortality
rate increase daily, the Chinese government is resorting to ever-stricter measures
covering an ever-expanding geographical
area to try to contain the virus’ spread.
At any moment, government edicts could
put another stop to production.
A recent article on the ControlRisks
website cautions that as much as companies are worried about the length of the
potential downtime for their business in
China, following the PRC government’s
directives remains of central importance
in facing this new and evolving challenge.
This task may be drastically complicated
by the often conflicting and unclear directives at the national and local levels.
The article warns readers that the
PRC government is treating the outbreak
not only as a public health concern but
also as a challenge to political and social
stability. As a result, the authorities
could potentially “react strongly to any
perceived failure to comply with special
measures or regulations,” ControlRisks
advises. “They will also be sensitive to
perceived ‘rumour spreading,’ criticism or
questioning of official information.”
An added complication is the heavy
reliance of China’s manufacturing sector
on laborers from other parts of China
who travel to production centers and
return home for holidays.

Many businesses are taking precautionary measures to prevent the spread of
COVID-19, such as taking employees' temperature.
PHOTO: MARTTI CHEN

“We know that hundreds of millions
of people are working outside of the
place where they have their household
registration, and we know that hundreds
of millions of people travel at Chinese
New Year back to their hometowns,”
says Shelley Rigger, Brown Professor of
Political Science at Davidson College
and a leading expert on Greater China.
“What we don’t know is: are those
people traveling long enough distances
that they will be deterred from returning to their places of work? Just how
many people are not going to be able to
come back to work?” Rigger is currently
in Taiwan conducting research on a
Fulbright grant.

For semiconductor materials provider
Versum Materials, the decision to reopen
its Shanghai factory the second week
of February meant accepting that many
workers would be absent. “The Shanghai government began enforcing quarantine restrictions on employees returning from certain areas in early February,”
says Al Chuang, the company’s Global
Sales Director and Country Manager
of Versum Taiwan. “So, while we have
the warehouse back up and running,
we’re still discouraging those non-essential employees from coming in if it’s not
necessary.”
On February 13, Taiwan’s National
Development Council (NDC) released a
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list of five industries that are expected
to be the most heavily impacted by the
COVID-19 outbreak and its aftermath:
tourism, electronic components, machine
tools, petrochemicals, and automotive
parts.
According to media reports, some
Taiwanese electronics companies are
cutting their revenue projections for the
first quarter by up to 50%. NDC Minister Chen Mei-ling, in a written response
to Taiwan Business TOPICS, noted
that around 87% of Taiwan’s exports
to China are intermediate products,
with electric components comprising the
biggest category. In addition, many of the
electronics companies have established
factories in China, where the coronavirus
is posing a direct threat to production.
Chen also cited petrochemicals as one
of the industries likely to be hardest hit,
given that 45% of the industry’s total
production is shipped to China. In addition, 30% of the machine tools produced
in Taiwan are exported to China.
Considering the damage the coronavirus could potentially do to these
sectors, the Director-General of Budget,
Accounting and Statistics (DGBAS) has
forecast a growth rate of 2.37% for
2020, down from the 2.71% reached
last year.
However, Chen observes that while
COVID-19 will be bad news for certain
sectors, others, such as e-commerce and
food delivery platforms, have been seeing
a major boom in business. In light of this

development, she predicts that domestic consumption in Taiwan will not be
as heavily impacted as during the SARS
outbreak in the early 2000s.

On the ground in Taiwan
Taiwan so far has seen a fairly small
number of confirmed cases of COVID19 infection compared with its regional
neighbors Hong Kong, Singapore, and
especially South Korea and Japan. Such a
relatively low number of infections is an
impressive feat, given the huge amount of
cross-Strait interaction that takes place in
normal times.
Part of the successful containment of
the virus in Taiwan can be attributed to
timing, says Rigger of Davidson College.
“The virus really took off during a period
of time where many Taiwanese who
would normally be in the mainland were
home for the new year’s holiday.”
So, while many Taiwanese are still
trapped in certain cities that were placed
on lockdown, Rigger says, “the volume
of traffic is at a bit of a low ebb since
most of it came this way before the
new year holiday started.” This gave
the Taiwan authorities some additional
breathing room to confront the virus’
initial appearance on the island.
The central government appears to
have used that opportunity effectively in
curbing the spread of infection and keeping the local economy running smoothly.
Most importantly, each case of reported

C O V I D -19 i n f e c t i o n i s t h o r o u g h l y
investigated by the Central Epidemic
Command Center (CECC). All those who
had close contact with the infected individuals in the weeks leading up to their
diagnosis are tracked down and tested for
the virus.
The authorities have also been
extremely transparent in sharing all relevant information about the COVID19 situation with the Taiwanese public.
Minister of Health and Welfare Chen
Shih-chung, who also heads the CECC,
has been holding frequent press conferences that are covered in-depth by the
local media.
That regular flow of information
underscores the stark contrast between an
open system of governance like Taiwan’s
and a closed one such as China’s, wherein
information is withheld or suppressed,
says Alex C. Tan, head of the political science department at the University
of Canterbury in New Zealand. “In the
modern world, we live on information,”
says Tan, who also holds an adjunct position at Taiwan’s National Cheng Chi
University. “The higher the quality of
information we have, the easier it is to
make public and economic policy.”
Davidson’s Rigger adds that Taiwan’s
transparent approach to public health
and abundant high-quality medical facilities encourage people who become ill
or show symptoms to self-report out of
a sense of civic duty – and because they
know they will receive proper medical
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Taiwanese evacuees from the Diamond Princess cruise ship arrive back in Taiwan.

attention, unlike many places in China
where adequate medical care is anything
but guaranteed. Furthermore, laws
prohibiting public disclosure of personal
health information protect the privacy of
those who are infected and prevent them
from being socially stigmatized.
Businesses in Taiwan are contributing to the effort to ensure safety and
social stability by implementing a variety of disease prevention measures, in
many cases going above and beyond

the government’s basic recommendations. (The legal standards for employers
related to the outbreak are outlined in the
Law section of this month’s issue).
Many companies are requiring that
employees and visitors have their temperature taken before entering the premises. In most cases, those with a temperature above 37.5 degrees are asked to
return home until their fever has abated.
Quite a few businesses are stocking hand
sanitizers and antibacterial wipes, as well

PHOTO: MARTTI CHEN

as encouraging employees to maintain a
stricter level of personal hygiene.
One of the entities interviewed for
this report is requiring all visitors to fill
out a form stating whether they have any
symptoms, whether they’ve been in close
contact with a confirmed case of COVID19, and whether they have traveled to
affected areas within the two weeks prior
to visiting.
Companies with employees that
travel frequently – particularly those
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that regularly travel back and forth
between Taiwan and China – have had
to reschedule or outright cancel crossStrait business trips, meetings, and events.
At Versum, Al Chuang says that all
employee travel to China has been postponed – at least until the end of March,
but possibly indefinitely – unless absolutely essential. Even then, such cases will
require special approval.
In the past, such disruptions could
have been devastating for companies
doing business internationally, but now
many more tools exist to help minimize
the impact, and increasing interconnectedness allows for a large portion of daily
work to be performed remotely. Webbased document storage and collaborative platforms help to ensure that work
can proceed as normal no matter where
employees are located, as long as they
have consistent internet access.
Flora Chen, business group lead for
Microsoft Taiwan’s M365 department,
says that the COVID-19 situation can
serve as a useful reminder to Taiwanese
business owners who have yet to make
the switch to digitalizing their workplaces
that such a transformation is not only
useful, it is increasingly necessary.
“We see that there is already a talent
shortage in most industries worldwide
due to declining birthrates, and young
employees are requiring that their workplace be flexible,” says Chen. “In addition, property costs are rising, so companies are looking for an alternative to
the traditional workplace.” Therefore,

she notes, large-scale crises that might
prevent employees from coming into
work as usual are only one reason why
more companies need to start transforming their business models to adapt to the
digital age.
Collaboration tools like Microsoft’s
Teams and SharePoint, says Chen, are
incredibly secure and reliable, and can be
used in combination with a broad range
of different software. They can also help
facilitate smooth communication between
Taiwan firms and their employees in
China, since team members can connect
to the mobile version of these platforms
using cell phone data in places where
internet connection is spotty.

Stay calm but be prepared
At least for the time being, the situation in Taiwan remains relatively under
control, and the kind of panic that is
all too common during a pandemic has
been absent. However, the high degree of
uncertainty has made it increasingly difficult for most people to maintain an attitude of outright optimism.
On February 16, Taiwan recorded
its first coronavirus-related death, in the
central Taiwan city of Taichung. The
deceased had no recent history of travel
to China but operated a taxi service that
had given rides to businesspeople recently
returned from affected areas. A few
members of the man’s family also tested
positive for the virus over the following
few days.

The island’s 24th case of COVID19 was then reported on February 19,
involving a woman who had apparently not traveled abroad for two years,
which raises the possibility of Taiwan’s
first community infection. The case is still
under investigation by the CECC.
These developments are not considered cause for further anxiety, especially as the rate of infection in Taiwan
still appears to be quite low, but they do
indicate that companies here need to be
prepared for the possibility that the situation could take a turn for the worse at
any moment. Analysts agree that contingency plans should be in place in case
operations at the regular place of business are suddenly forced to shut down or
continue at much diminished capacity.
The decision on February 17 of a Taichung company to halt all operations
until the beginning of March reinforces
the need for companies in any industry
to have a solid Plan B. The decision was
made after it was discovered that one
of the employees’ family members – the
sister of the deceased taxi driver – had
tested positive for COVID-19.
Kent D. Kedl of ControlRisks says
that companies involved in crisis situations like the current one need to adopt
a reasonable amount of apprehension.
He recommends giving serious consideration to a range of worst-case scenarios,
from most likely to least likely, determining exactly how each would be handled.
“They’ve got to suspend their optimism a
bit to do this,” he says.
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LEARNING FROM THE PAST:
VICE PRESIDENT CHEN CHIEN-JEN’S
OBSERVATIONS

W

hen Taiwan’s Vice President
Chen Chien-jen began hearing
initial whispers in late 2019
about a new respiratory illness spreading in Central China, the Johns Hopkins
University-trained epidemiologist had a
déjà vu moment.
“ I t h o u g h t , o h w o w, S A R S h a s
returned!” he told Taiwan Business
TOPICS in an interview. But he said he
felt confident that if it did turn out to be
another appearance of the SARS coronavirus (of which no cases have been
reported since 2004) and were to make
its way across the Strait, Taiwan would
have no problem defending against it.
Taiwan had the experience and would
be prepared to keep the contagion under
control.
It wasn’t until later that Chen and
others in Taiwan’s government realized
that the virus, although structurally similar to the SARS coronavirus, was much
more transmissible. It was also harder to
detect than its predecessor from the early
2000s because the majority of cases show
only mild symptoms.
Chen has reason for confidence
about Taiwan’s ability to combat infectious diseases effectively. Stepping in as
Director-General of the Department of
Health (precursor to the current Ministry
of Health and Welfare) at the height of
the SARS crisis in 2003, he was responsible for leading the effort in successfully containing its spread. He has generally been viewed as Taiwan’s SARS hero.
When he took the position, however, he
was walking into a minefield.
“The biggest issue at that time was
ignorance” about the virus, Chen says.
“We didn’t know how to diagnose it,
we didn’t know how many it would
kill, we didn’t know how to treat it. We
didn’t know anything! This made us very
nervous.”
Another factor contributing to the
severity of the crisis in Taiwan was the
lack of strong infection-control stan-

Minister of Health and Welfare Chen Shih-chung, left, and Vice President Chen
Chien-jen.

PHOTO: MARTTI CHEN

dards in Taiwan’s hospitals at that time,
he notes. The most egregious example
was the Taipei Municipal Heping Hospital outbreak in April 2003, when an ineffective shutdown and quarantine procedure resulted in over a hundred infections
and dozens of deaths, many among hospital staff.
Chen and his DOH colleagues knew
time was of the essence. Sending officials
to train all of Taiwan’s more than 700
regional and local hospitals would not
only be a huge expense, it would also be
extremely time-consuming.
Instead, the ministry opted to begin
by conducting training at Taiwan’s major
medical centers on how to effectively
control the spread of SARS within hospitals. Health professionals from those
medical centers would then be dispatched
to train staff at a few hundred regional
hospitals, who would go on to give training at the remaining several hundred
local hospitals. “By using this approach,
we were able to facilitate an island-wide
hospital infection protocol within just
two weeks,” says Chen.
The specter of SARS was a wake-

up call for the Taiwan government in
other ways as well. The Vice President mentions that the Communicable
Diseases Control Act, the statute that sets
the standards for quarantine and containment of infectious diseases in Taiwan,
had not been updated in decades at the
time of the SARS outbreak. Revisions
to the act and its relevant regulations
became a priority task under Chen’s leadership of the DOH.
Taiwan’s Centers for Disease Control
was an underdeveloped agency when
SARS hit. “Our CDC was not wellstaffed, didn’t have great equipment, and
was not well-prepared. So, we embarked
on a reorganization effort,” Chen says.
Finally, to better contribute to the
international community in future medical crises and promote the case for
Taiwan’s membership in the World
Health Organization, the DOH created
the Office of International Cooperation.
Asked what has improved in Taiwan
since his time as health department head,
Chen emphasizes that beyond better
quarantine enforcement, the experience of dealing with medical crises has
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pushed Taiwan’s healthcare authorities
and professionals to become much more
vigilant in their screening and control
standards.
“Doctors now ask their patients about
their TOCC,” Chen says, using an acronym that stands for travel history, occupation, contact history, and cluster –
whether or not they had engaged in any
group activities in the time period leading up to their illness. Obtaining this basic
information is an extremely crucial step in
tracking down the source of an infection
in order to better control its spread.
When TOCC questions are posed to
them, however, sometimes people don’t
tell the truth, the Vice President notes.
This is where the big advances in data
collection and AI that have taken place
over the past couple of decades in Taiwan
and elsewhere come into play.
“We now have a very good computerized system for customs and immigration
that can show us very easily which destinations people have previously visited,”
says Chen. “Through data collected from
our National Health Insurance system,
we can see who’s visited what hospital or
clinic and what illness they were treated

for.” He adds that police and mobile
phone records can also be used to track
down anyone the infected person has
come into contact with.

Here to Stay
As much as big data and AI technology can assist Taiwan’s authorities in
controlling COVID-19, new outbreaks in
countries around the world indicate that
this virus may not be totally eradicated as
SARS was.
In a February 10 Facebook post, Chen
stated that the COVID-19 coronavirus
has a low fatality rate but a high rate of
transmission. It could therefore become a
regular part of life, like influenza, which
although it kills hundreds of thousands of
people every year, does not cause a level
of panic like that associated with novel
virus outbreaks.
During his conversation with Taiwan
Business TOPICS in the Presidential Office Building, Chen said that the
reason people don’t worry about the flu
is the existence of rapid diagnostic tests,
antiviral treatments, and an effective
vaccine that is improved upon each year.

THE COVID-19 EPIDEMIC
AND TAIWAN’S FUTURE

The COVID-19 outbreak could effect changes in Taiwan's economic growth,
international recognition, and the U.S.-Taiwan relationship.
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He emphasizes that acquiring such tools
for use against COVID-19 is the most
critical next step in reigning in the virus.
“Only with these weapons can we safeguard the health of our people,” he says.
Currently a potential antiviral drug,
Remdesivir, is being tested in Taiwan,
while a vaccine is being developed as a
collaboration between Taiwanese biotech
corporation Medigen and the U.S.
National Institutes of Health. Chen estimates that these will be ready for widespread distribution in the near future.
On a final note, Chen – who during
his tenure at the DOH had traveled to
Geneva to petition for Taiwan’s participation in the WHO – once again made an
impassioned case for giving Taiwan that
opportunity.
“We want to help – to send out our
great doctors, our great researchers, our
great nurses – and to share our knowledge and experience with countries that
need it,” he says. “We want to be a good
global citizen and make our contribution,
but right now we are unable to.”
– By Jeremy Olivier

I

n recent weeks, Western media outlets
have given considerable attention
to speculation about the impact the
COVID-19 crisis might have on Chinese
governance once the situation has been
b r o u g h t u n d e r c o n t r o l . F e w, i f a n y,
however, have looked at the consequences
for Taiwan. With its isolation from much
of the international community, including such crucial organizations such as the
World Health Organization, Taiwan finds
itself playing a tenuous role as it seeks to
position itself as an important player in the
fight against COVID-19.
Shelley Rigger, Brown Professor of
Political Science at Davidson College and
author of Why Taiwan Matters: Small
Island, Global Powerhouse, posits that
what happens in China will be a major
factor in determining how the Taiwan
economy emerges from the crisis. While
the PRC continues to be an important
manufacturing hub for export to world
markets, she says it may be more signif-
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icant to focus on China’s large domestic market when discussing the potential
impact of the COVID-19 virus.
“The service sector is now the largest sector in China, and it largely relies
on people actively seeking out something
that they probably can live without, at
least temporarily,” says Rigger. “So, you
can tell businesses to open back up, but
you can’t make people go to those businesses.” Recent photos of empty shops,
entertainment centers, and public areas
suggest that it could be a while before
Chinese consumption habits return to
their previous highs.
At the same time, a growing number
of multinational companies are concluding that China may no longer be the ideal
place to establish or maintain a regional
headquarters.
Rigger sees those developments as
a possible opportunity for Taiwan.
“Taiwan had lots of regional headquarters until just the last 10 years or so,
when many companies moved over to the
mainland because they thought that was
where the future was,” she says. “Well,
if the mainland is no longer feeling like
the future, Taiwan still has a great reputation. Executives like to live there, and
it has good IPR protection and lots of
banking options.”
C O V I D -19 m a y a l t e r t h e t a l e n t
market in Taiwan as well, as professionals who previously preferred to seek out
opportunities in major Chinese cities
begin viewing Taiwan as a better, safer
option. Alan McIvor, practice leader
with executive search firm Paul Wright
Group, says that he has been receiving
more inquiries from China-based senior
Taiwanese professionals about job opportunities that would permit them to relocate to Taiwan.
“Previously the major push factors
for a return to Taiwan revolved around
young children and aging or sick parents,
but the salary cut involved in returning to
work in Taiwan was often prohibitive,”
says McIvor. “However, it seems like the
coronavirus has altered the balance of the
pros and cons of returning home.”
In the year preceding the COVID-19
outbreak, a steady influx of returning
Taiwanese investment from China had
begun to take place due to the uncertainties and reduced revenues caused by U.S.Chinese trade tensions. Under a govern-

ment program designed to attract such
investment, over US$23 billion has been
pledged so far. Foreign direct investment
into Taiwan totaled US$11.2 billion
in 2019, the fourth-highest amount on
record.
Darson Chiu, a research fellow at the
Taiwan Institute of Economic Research,
cautions that if the prediction that the
coronavirus situation could knock a
percentage point off of China’s GDP
for 2020 comes true, that could shave
up to .29% off Taiwan’s own growth,
given that China (including Hong Kong)
accounts for some 40% of Taiwanese
export sales. On the other hand, much of
the negative effect on Taiwan’s economy
could be offset by the diversion of further
investment to Taiwan due to the COVID19 epidemic.

International implications
Besides the broad economic ramifications, the crisis may benefit Taiwan’s
international image, considering how
deftly it has dealt with containing the
spread of the virus on the island. Taiwan
can also point to its efforts to come up
with possible treatment options and a
vaccine for COVID-19, and how willing it has been to cooperate closely with
international institutions and other countries in the region if they let it.
To make that case effectively, University of Canterbury political science
professor Alex C. Tan urges Taiwan
to become more skillful at effectively
marketing its contributions to the international community beyond Taiwan’s
status as a liberal democracy.
“Taiwan’s leaders need to be more
creative in expressing their ‘value proposition,’” Tan says, using a marketing
term that describes a feature of a product that makes it attractive to consumers. “They tend to appeal to emotion by
saying that because Taiwan is a democracy, and because other democracies
share their values, more countries should
be on their side,” he adds. “But really,
this virus situation has shown that germs
won’t stop at anyone’s borders, and
Taiwan can really contribute. They need
to better emphasize that.”
An example of Taiwan’s key role
during the global crisis has been its
cooperation with U.S. biopharmaceuti-

cal company Gilead Sciences in quickly
making available an antiviral treatment
option for COVID-19. In early February, it was reported that a research team
at Gilead led by Dr. Taiyin Yang, the
company’s Taiwanese-born executive vice
president of pharmaceutical development
and manufacturing, has developed an
experimental drug that has shown promise in treating the MERS and SARS coronaviruses, which are structurally similar to COVID-19. According to Gilead’s
website, the antiviral Remdesivir, which
was previously tested to treat Ebola, is
still undergoing clinical trials in China,
and the company is working with governments and regulatory authorities to
approve compassionate use of the drug in
patients with severe symptoms.
In an emailed statement, Gilead said
that Dr. Yang’s department has been
critical in the effort to respond to the
COVID-19 outbreak. The statement
added that Gilead “is working to accelerate manufacturing Remdesivir in anticipation of potential future product
supply needs,” and that the company is
“pursuing multiple strategies in parallel to increase available product supply,
expanding our external network of
manufacturing partners around the world
to increase capacity and production, and
supplementing with internal manufacturing of Remdesivir.”
Gilead is careful to note, however, that
because of the urgency of the situation,
it is “driving these efforts forward before
knowing whether Remdesivir is safe and
effective to treat” COVID-19.
On February 21, Taiwan’s Central
News Agency reported that two separate
research teams in Taiwan had synthesized Remdesivir. One team, at Academia
Sinica’s Institute of Chemistry, was
able to produce 100 mg of the drug at
97% purity, despite having started from
scratch and encountering difficulty finding raw materials.
The other team was organized under
the semi-governmental, nonprofit
National Health Research Institutes,
which also produced a synthesis of
Remdesivir at 97% purity. This development raises hopes that Taiwan could
have a possible treatment option available in the near future, and that Taiwan
could gain recognition as a viable center
of biomedical research and a valu-
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able contributor to international healthrelated organizations.
Some observers also note that the
COVID-19 outbreak may have the effect
of bolstering international support for
Taiwan’s participation in the World
Health Organization, which has blocked
Taiwan from holding even observer status
in the organization’s decision-making
body, due to PRC opposition to according
any international recognition to Taiwan.
In the weeks following the first news
of the outbreak and after a representative
for Taiwan was refused entry to an emergency meeting of the WHO in Geneva
on January 22, several world leaders –
including Prime Minister Shinzo Abe of

Japan, Canadian Prime Minister Justin
Trudeau, and prominent members of
the U.S. Congress – spoke out publicly
in favor of allowing Taiwan’s participation in the WHO. Many of them
cited Taiwan’s importance as a frontline
defender in the fight against infectious
diseases, as well as its status as a regional
transport hub.
Tan of the University of Canterbury
sees these developments as potentially a
net positive for the U.S.-Taiwan relationship. “It at least consolidates the relationship,” he says. “Regardless of whether it’s
a Republican or Democratic administration in the White House, the fact is that
the U.S. and China are competitors, and

Taiwan plays a part in that competition.”
Although Taiwan has been commended
for keeping the number of infections
within its borders low, the recent spike in
the number of cases in South Korea and
Japan has shown that without extreme
vigilance, the total confirmed cases in
Taiwan could also increase significantly
within a short time frame.
“You don’t want to have your international relationships or your political
reputation riding on your ability to do
successfully something that, like containing a pathogen, is very hard to do,”
Davidson’s Rigger concludes.
— By Jeremy Olivier

TAIWAN TECH'S SUPPLY
CHAINS TAKE A HIT
The novel coronavirus outbreak is set to do
damage to Taiwan’s tech hardware exports,
but the severity of the blow will depend on the
length of the crisis.

STOCK PHOTO

T

aiwan has undeniably reaped
some benefits from the U.S.-China
trade dispute as local manufacturers repatriate supply chains from across
the Taiwan Strait. Exports to the U.S.
have surged. The economy grew 3.34% in
the fourth quarter of 2019, according to a
preliminary government forecast.
The novel coronavirus outbreak will
further test Taiwan’s resilience as well as
highlight risks of dependence on China.
As of the beginning of March, the virus –
which originated in the Hubei provincial
capital of Wuhan – has sickened more
than 92,700 and caused 3,158 deaths,
mostly in China. In February, it began to
spread rapidly to other countries such as
Korea, Italy, Japan, and Iran.
China (including Hong Kong)
accounts for 40% of Taiwan’s exports.
20

BY MATTHEW FULCO

Taiwan’s top contract electronics manufacturers have long been entrenched in
China, serving customers like tech giant
Apple, which sees China as an ideal
production base and vital consumer
market. Taiwanese firms also sell components to Chinese smartphone giants
Huawei, Xiaomi, and Oppo.
Chinese factories were at a standstill
for most of February as Beijing sought to
prevent the highly contagious COVID19 from spreading. “Taiwanese companies are closely in line with the Chinese
government’s control policy when deciding whether to resume business operations or not,” says Pan Chien-kuang,
a senior industry analyst at the semigovernmental Market Intelligence &
Consulting Institute (MIC). At present,
“before fully resuming factory opera-

tions, they only allow certain key personnel to resume work,” he notes.
S i n c e Ta i w a n e s e m a n u f a c t u r ers source parts from China for products that are exported globally, a shortage of those components could foment
knock-on effects that ripple throughout
the supply chain. “It’s not just parts and
products that will be disrupted: Revenue
of Taiwan’s affected manufacturers will
also feel the effects,” Iris Pang, a Greater
China economist at ING Bank, said in a
February research note.
“We don't know when mainland
China’s factories will resume work at
normal capacity, but it is unlikely to be in
the first quarter,” she added.
If the coronavirus outbreak lasts
three months or more, mounting disruptions to China-dependent electronics
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supply chains will occur, says Stephen
Su, vice president and general director of the Science and Technology International Center at the Hsinchu-based
Industrial Technology Research Institute (ITRI). The most impacted products
would include network communication
equipment, mobile phones, tablets, and
computers.
In a February research note, Fitch
Ratings said that electronics vendors’
limited inventory has increased global
supply chains’ vulnerability to external
shocks. That holds especially true for the
semiconductor industry, which “traditionally relies on thin inventory buffers,”
the ratings agency observed.
Semiconductors form the bedrock of
Taiwan’s tech hardware sector. The Hsinchu-based Taiwan Semiconductor Manufacturing Co. (TSMC) is the world’s largest contract chipmaker. Taiwan was the
world’s largest semiconductor equipment
market last year, ahead of China.
Taipei-based Digitimes Research estimates that the combined revenues of
Taiwan’s top three foundries – TSMC,
United Microelectronics (UMC), and
Vanguard International Semiconductor (VIS), will fall 1.2% in the first quarter compared to the October-December
period.
In late January, Apple said the coronavirus outbreak wouldn’t affect its iPhone
production schedule. Since then, the
contagion has spread to every continent
but Antarctica. To reduce the chances of
transmission, the U.S. and many other
countries have recommended against
traveling to China and have banned or
imposed restrictions on Chinese visitors.
Taiwan’s Hon Hai Precision Manufacturing Co. – widely known as Foxconn
– is the world’s largest contract electronics maker and the primary iPhone assembler. In line with Beijing’s directives, it
postponed reopening major iPhone plants
in Shenzhen and Zhengzhou after the
lunar New Year holiday. While production at the Zhengzhou plant restarted
in a limited capacity on February 21,
Chinese media outlet Caixin reports that
the Henan provincial government has
allowed only employees from within the
province to return to work. Those returning from heavily affected parts of China
are still subject to a 14-day quarantine,
while those from less impacted areas can

return to work after obtaining a certificate of good health.
Given these constraints, Apple reportedly will not ramp up production before
the summer. Normally, the company
decides assembly details with its key
suppliers early in the year, analysts say.
While integrated circuits and camera
modules for the iPhone are produced by
factories within Taiwan, the vast majority of components for the devices are
made in China, and capacity utilization
of factories there is expected to remain
low, MIC’s Pan says. As a result, “not
only will shipments of older iPhones be
in trouble, but the rollout of new iPhones
in the first quarter of 2020 will also be
affected.”
If the virus is brought under control
relatively soon, companies in the smartphone supply chain could try making up
for lost time in the second half of the year.
That would hold especially true for the
Chinese smartphone brands that are key
customers of Taiwanese manufacturers.
If the outbreak is resolved by May,
“then Chinese brands are expected to
make a major push in both production
and sales” in the third and fourth quarters, says Boyce Fan, an analyst at the
Taipei-based market intelligence firm
TrendForce.
Fan says that it’s worth keeping an
eye on China’s 5G rollout and whether
Beijing will use it to stimulate domestic
demand after the COVID-19 outbreak
has been contained. “The Chinese
government may very well use its policies
to accelerate 5G infrastructure build-out
and 5G smartphone sales,” he says.

Diversifying production
The COVID-19 outbreak has laid bare
the risk of overdependence on China,
both as a manufacturing hub and a
customer. To be sure, the U.S.-China trade
dispute had already highlighted the problem, prompting many Taiwanese hardware makers to begin shifting production
from China to Southeast Asia or Taiwan.
But the impact of the coronavirus cuts
deeper, undermining the world’s trust in
China. By most accounts, local officials
in Wuhan ignored signs of a potential
epidemic when there was still a chance
to contain it. Beijing later took draconian measures to contain the contagion’s

spread, notably the lockdown of Hubei
Province. Still, it came too late to stop the
coronavirus. Throughout the outbreak,
China’s lack of transparency has hindered
an effective global response.
“The impact of the coronavirus is a
huge learning opportunity for the supply
chain,” says Rupert Hammond-Chambers, managing director of BowerGroupAsia, a Washington, D.C.-based consultancy. “All production emanating out
of China is vulnerable to disruption and
we should be looking at the length of the
crisis and how deep the disruption was.”
For now, many multinationals are
focused on resuming production in
China. In the months ahead, though,
some will accelerate plans to diversify
their supply chains.
According to the Chinese-language
DigiTimes, the coronavirus outbreak has
prompted Apple to look for ways to do
just that. “Apple intends to gradually
increase the proportion of production in
Taiwan while still trying to maintain its
cooperation with suppliers on the other
side of the Strait,” DigiTimes said in a
February report.
For their part, Taiwanese manufacturers are trying to move some of their
production capacity to Southeast Asia –
mainly Vietnam and Indonesia – to mitigate the impact of the virus on their
business.
Another possibility is developing regional supply chains. That strategy would involve making products for
specific markets close to the customers in those markets. For instance, products made in China would be for Chinese
customers, not for export to the U.S. and
Europe. China’s rising labor costs and the
impact of tariffs have already prompted
multinationals to explore this business
model, and TrendForce’s Fan predicts
that it will likely expand in the next few
years.
A good example of how this approach
is catching on is the Chinese tech
company Huawei, which has spent over
US$10 billion in procurement from
Taiwanese suppliers since 2018, according to MIC. Taiwanese firms can produce
much of what Huawei needs in China,
with the exception of the most advanced
components, like certain semiconductors
that are made nearby in Taiwan.
“The deployment of 5G creates an
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immense opportunity, and being part of
Huawei’s supply chain during its current
phase of ‘de-Americanization’ offers a
positive growth outlook for the Taiwanese tech sector,” wrote Mathieu Duchatel,
director of the Asia program at the Parisbased Institut Montaigne think tank, in
an October commentary.
In the longer term, ongoing trade
tensions between the U.S. and China
will weigh heavily on the many Taiwanese tech firms doing business with both
countries.
“While [Taiwanese companies] remain

inadequately plugged in to the policy
debates impacting their businesses, they
are making significant moves to address
their overexposure, primarily re-shoring investment back to Taiwan,” says
Hammond-Chambers. “This is the smartest and safest choice given the fluid
nature of American trade policy.”
At the same time, Beijing’s appetite
for economic reform will also impact
Taiwanese manufacturers. Under Chinese
leader Xi Jinping, China has doubled
down on state capitalism, with Xi calling for self-sufficiency in semiconductor

manufacturing. That is much easier said
than done. Yet China seems more interested in extracting advanced technology
and know-how from foreign companies
than establishing long-term partnerships
with them.
“While the size of China’s economy
represents growth opportunity for many
Taiwanese manufacturers, if fair competition and regulatory transparency cannot
be improved over time, there will be more
exodus out of China, particularly with
the U.S. keeping up the trade and technology pressure,” says ITRI’s Su.

TAIWAN TOURISM’S
CORONAVIRUS TRAVAILS
A sharp decline in the number of cross-Strait
flights and foreign visitors has left Taiwan’s
tourism industry scrambling to figure out ways
to cope with the sudden drop in business.

PHOTO: MARTTI CHEN

T

he recent COVID-19 outbreak is
causing unprecedented economic
disruptions throughout East Asia
and beyond. While some Taiwanese and
international companies with production
bases in China are looking for possible
alternatives, rerouting some or all of their
operations either back home or to other
locations in the region, the industry experiencing the most immediate direct hit
from the outbreak is travel and tourism.
Although all members of this sector
are feeling the pinch, airlines have been
particularly hard hit. As of mid-February, cross-Strait flights, as well as those
between Taiwan and Hong Kong and
Macau, have reportedly decreased by
70%, and passenger traffic on these
r o u t e s h a s d r o p p e d b y 80% . M o s t
recently, Taiwan’s EVA Air announced it
would be cancelling newly planned direct
22
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flights to Milan, Italy and Phuket, Thailand due to concerns about the spread of
coronavirus in those destinations.
To confront the negative effects of
the COVID-19 outbreak on business,
Taiwan’s other major carrier, China
Airlines, has resorted to cutting the salary
of its managerial personnel by 10% and
has encouraged cabin crews to take three
weeks of unpaid leave on a rolling basis
between March and June. Both China
Airlines and EVA have asked new recruits
to hold off on reporting for work until
further notice.
One flight attendant, who asked to
be identified only as Stella, said that
on a recent trip back from Hong Kong,
what normally would be a fully packed
flight carried a mere three passengers.
She noted that she is no longer receiving assignments for short-distance cross-

Strait and Hong Kong flights, which ordinarily constitute a substantial portion of
her schedule.
Taiwan travel agencies have forced
around one-third of their staff to take
unpaid leave, says MyTaiwanTour CEO
Michael Wu, citing a steep decline in
business. All of his company’s tours have
been canceled over the past few weeks,
and website traffic has declined by 40%.
The blanket restriction on cruise ships
calling in Taiwanese ports following the
Diamond Princess disaster in Japan dealt
a further blow to travel agencies. MyTaiwanTour has suspended the several
day tours specifically tailored to cruise
passengers that it usually offers.
Outbound tourism is also suffering.
Japan is normally a prime destination for
Taiwanese travelers, but given the severity of the outbreak there, travel agencies
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have received cancellation requests for
almost half of their Japan tours booked
for the near future. This creates a difficult
situation for these companies, as many
of the destinations included in the tours
remain open to visitors and the flight
tickets are non-refundable.
“We don’t think business will recover
until the fourth quarter this year,” says
MyTaiwanTour’s Wu. “We have been
discussing this in our industry, and the
future doesn’t look bright right now.”
Taiwan’s hoteliers are experiencing similar declines in business. “We are
seeing a downturn of around 60% to
70% in terms of increased vacancies in
the coming months,” says Achim von
Hake, general manager of luxury hotel
The Sherwood Taipei. “That goes for
most hotel operators around the island as
well.”
Large hotels like The Sherwood rely
heavily on income related to MICE events
(Meetings, Incentive, Conferences, and
Exhibitions), and von Hake notes that
these are experiencing a similar rate of
postponement and cancellation for the
months of February and March. He
emphasizes that given the special nature
of the current situation, full refunds
of deposits or pre-payments are given
unconditionally.
The coronavirus crisis is only the
most recent challenge to Taiwan’s resilient tourism industry. Travel from China
had already dropped significantly over
the past few years, starting with the PRC
government’s placement of limitations on
group travel in 2016. Last year, Beijing
stepped up the pressure – a reaction to
the Taiwan government’s refusal to accept
the principle of One China – by ending a
policy that had allowed independent travelers from 39 cities across China to visit
Taiwan. The result was a 60% drop in
tourist arrivals from China the following
month.
However, tourism from other countries reached all-time highs in the intervening years, largely due to relaxed visa
requirements for travelers from Southeast
Asian countries under the Tsai Administration’s New Southbound Policy. In
2019, the number of foreign visitors to
Taiwan reached a record 11.84 million.
Now the rapid spread of COVID-19
to countries around the region is certain
to curb travel between Taiwan and those

neighboring markets.
Exacerbating the problem has been
confusion over Taiwan’s political status,
especially in light of the World Health
Organization’s misreporting of the
number of confirmed cases in Taiwan in
early February. This blunder was amplified by WHO’s decision to change the
way it designates Taiwan in official
announcements four times in a two-week
period, likely under pressure from China.
It eventually settled on the convoluted
“Taipei and Environs.”
In addition, countries such as Italy, the
Philippines, and Mongolia have lumped
Taiwan in with the PRC in their bans
on flights to and from China (Vietnam
initially banned flights from Taiwan as
well, but quickly reversed that step after
Taiwan’s foreign ministry intervened).
Given these developments, many travelers, trying to sift through incomplete or
inaccurate information, might assume
that Taiwan is indeed administered by
the PRC and that travel to Taiwan is
as unsafe as going to affected areas in
China.
To combat such misunderstandings,
MyTaiwanTour has posted content on
its online media platform, taiwan-scene.
com, informing potential travelers of the
differences between Taiwan and China,
and educating them on how to keep safe
while traveling in Taiwan while COVID19 remains a threat.
Their efforts have yet to see much
success, however, as cancellations from
overseas travelers continue to occur. “I
think this might be happening not just
because people are worried about flying
to Asia, but because they’re worried
about taking a plane anywhere right
now,” says Michael Wu.

Rough road ahead
Although unpaid furloughs are the
coping mechanism of choice during a lull
in business like the current one, some in
the industry are using the downtime to
improve their service capability through
staff training.
“We’re conducting internal training
by department, as well as across departments, and doing training through third
parties,” says The Sherwood’s von Hake.
“We are also going through an upgrade
of any area we can, such as our room

products and restaurants, and making
sure everything is spot on.”
Wu says MyTaiwanTour is investing in similar training for its tour guides,
anticipating a healthy comeback when
fears about the virus begin to taper off.
Although many local events are being
postponed or cancelled, hotels – unlike
some other businesses that rely heavily on
foreign tourism – have the partial buffer
of a domestic market to help carry them
through this difficult period. This factor
has allowed some hotels to request that
staff first take any unused paid annual
or compensatory leave, rather than force
them to take unpaid personal leave.
In addition, members of the domestic
hospitality industry are trying to organize
discount programs to encourage employees to use the slack time to travel within
Taiwan.
“I think this makes sense,” von Hake
says. “This kind of educational travel
could bring the whole service industry to
a higher level in terms of service quality
and product knowledge.”
Another challenge for hotels stems
from the government’s announced policy
requiring travelers who have stayed in
or transited through affected areas to
sequester themselves for 14 days after
arriving in Taiwan. Those for whom
Taiwan is a home base are generally able
find a place to wait out their quarantine,
but most tourists will either have to rely
on the government to provide makeshift
accommodation or find hotels willing to
house them.
Von Hake says that most hotel operators are refusing to accommodate quarantined travelers because of the difficulty of protecting staff and regular hotel
guests from potential transmission of the
virus. They would need to devise a system
for the delivery of essential items such
as food, personal care items, and fresh
towels and sheets, but would also have
to consider the mental health of guests
isolated in the small, enclosed area of a
hotel room for two weeks.
Given cabin crews’ close proximity to
potential carriers of the virus, Taiwan’s
airlines are enforcing the mandatory use
by crew members of surgical masks, as
well as gloves for handling food and food
waste, on flights to and from high-risk
locations.
Stella, the airline employee interTAIWAN BUSINESS TOPICS • MARCH 2020
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viewed for this story, says that her
company has recommended expansion of the above preventive measures
to all flights, although their application
is optional on trips to locations outside
China. She says that for overnight flights
to most destinations, one set of crew
members is now on duty for the journey
out, while another set takes over for the
journey back, to ensure that everyone gets
adequate rest.
While visitors coming from China,
Hong Kong, or Macau are required to
comply with the policy upon arrival in

Taiwan, cabin and flight crew on those
routes are exempt, and they are not being
tested for the virus if they don’t present any obvious symptoms. Rather, they
simply have their temperature taken upon
their return. “Since we never get off the
plane in those destinations, the quarantine rule doesn’t apply to us,” says Stella.
Meanwhile, some industry members
are asking the government to give more
serious attention to issues the travel
sector has raised in the past, through
venues such as AmCham Taipei’s annual
Taiwan White Paper, in order to be better

prepared for when tourist levels return to
normal.
One important step, says Michael Wu
of MyTaiwanTour, would be continuing
to make Taiwan more English-friendly,
which would benefit both foreign visitors and local partners. “We work with
a lot of small, local communities in
Taiwan, but right now they don’t yet have
the capacity to accommodate foreigners,” he says. “So, this is a good time for
the government to step in and determine
what the big picture is for Taiwan’s tourism industry over the next few years.”

HOME-SHARING MARKET DISRUPTED
BY CORONAVIRUS
The virulent contagion illustrates the need for the sector to be regulated, but
pressure from industry incumbents could delay the process indefinitely.

BY MATTHEW FULCO

H

ome-sharing giant Airbnb has
been operating in Taiwan for
more than seven years without a physical presence in the country.
Business has grown steadily during that
period as both Taiwan and Airbnb’s style
of accommodations have surged in popularity with travelers.
Yet Airbnb exists in a gray area here
because most of its hosts are not licensed
to operate hotels or homestays, and
they cannot become licensed unless the
Taiwan government changes the relevant
laws. In the face of intense pressure from
the hotel industry, the authorities have
not acted to draft regulations to legalize Airbnb’s business model. That pressure could now further intensify as hotels
already suffering from a saturated market
lose business due to the novel coronavirus
outbreak.
The contagion that originated in China
in early December has sickened around
24

The coronavirus outbreak may cause travelers to avoid staying in big cities like Taipei, and instead explore surrounding areas such as Yilan County, pictured above.
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92,700 and killed over 3,100 globally. As
of the beginning of March, Taiwan has
the fewest confirmed cases in Northeast
Asia, with just 42, compared to 100 in
Hong Kong, 979 in Japan, 5,186 in South
Korea, and 80,150 in China.
Still, Taiwan’s hotels will take a hard
hit from the coronavirus outbreak as
people postpone non-essential international travel to minimize their chances of
infection. This will be especially true for

Northeast Asia, which accounts for the
majority of Taiwan’s inbound tourism.
Occupancy rates are already plummeting
at hotels and B&Bs.
“Many tourists will not come to
Taiwan under the current circumstances,”
says Ping Lee, head of research for property consultancy CBRE in Taiwan. “All
types of tourist accommodation will
experience a sharp fall in occupancy
rates.”
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For Airbnb, the challenge is multifaceted. On the one hand, its business in
Taiwan will be adversely affected. Hosts
who rely on Airbnb for income could see
those revenue streams slow to a trickle
for as long as the COVID-19 outbreak
rages. At the same time, the Taiwan
government will concentrate on supporting industry incumbents, not changing
regulations for the benefit of upstarts.
“There is no chance that the government will relax restrictions on home sharing anytime soon,” says CK Cheng, chief
executive officer of AsiaYo, a Taipeibased travel accommodation booking
platform.
The coronavirus outbreak has aggravated the pressure the government
already is facing from hotel industry
lobbying groups, Cheng observes. Those
groups allege Airbnb competes unfairly.
They say the company provides hotel
accommodation illegally, while skirting
the fees – from taxes to investments in
safety – incurred by licensed hoteliers and
homestays.
An Airbnb spokesperson told Taiwan
Business TOPICS that the company
couldn’t currently comment about its
business in Taiwan or how the novel
coronavirus outbreak is affecting occupancy rates here, citing the sensitivity of
the matter.
The home-sharing giant’s many listings in Taipei City – normally a competitive strength because of Taipei’s popularity as a travel destination – could turn out
to be a disadvantage during the COVID19 outbreak. “People who are traveling
during this period want to avoid big cities
– they want to avoid large crowds of
people, where it’s presumably easier to be
exposed to the coronavirus,” Cheng says.
Bookings on AsiaYo for rural destinations in Taiwan, especially in Yilan, Hualien and Taitung counties, are rising even
as those for Taiwan’s major cities fall, he
notes.

A need for compromise
Taiwan has been fortunate to have
very few serious accidents in Airbnb
properties. But without regulating the
platform, Taiwan is taking a big risk. The
current novel coronavirus outbreak illustrates that point. Licensed hotels have
standard operating procedures to deal

with public health crises. They also have
a physical presence in Taiwan and people
on the ground to communicate with the
government.
After consulting with the government,
a hotel could swiftly make the decision
to partially or fully suspend operations
in the event an infected guest was discovered to be on the property. Hotels also
have the manpower to thoroughly disinfect the grounds of the property.
It would be another situation entirely
if a guest in an unlicensed accommodation were to be infected with COVID19 and spread the virus to others in the
property. Such a scenario is not hard to
envision in a typical Taipei City high
rise, especially as the disease is highly
contagious. In February, health officials
partially evacuated residents from a Hong
Kong apartment block where they feared
the coronavirus may have been spread
through the building’s pipes.
Were the same thing to happen in
Taiwan, residents of the apartment building might have to stay in a dedicated
quarantine facility for several weeks. And
that’s a best-case scenario, assuming the
effects of the virus are mild. The possibility that someone becomes seriously or
terminally ill is real.
Ensuring the safety of Airbnb guests
and residents of the properties where
they stay cannot happen if the platform remains unregulated. In the
past, the main safety concerns focused
on fire hazards, gas leaks, and other
common issues, not an infectious disease
pandemic.
Taiwan has not faced this type of
public health crisis for many years. The
SARS (severe acute respiratory syndrome)
outbreak – which is also caused by a
coronavirus – hit Taiwan 17 years ago.
According to the World Health Organization (WHO), Taiwan had 346 SARS
cases and 37 deaths directly attributed to
the disease. There were an additional 36
deaths related to SARS but not directly
caused by it. At the time, the tourism
sector was much smaller. Unlicensed
hotels existed but did not enjoy the popularity that Airbnb does today.
The scale of Airbnb’s business shows
that alternative accommodation models
are both here to stay and need to be integrated into Taiwan’s regulated hospitality market. According to Airbnb’s data,

local hosts and guest communities generated over NT$16 billion (about US$533
million) in estimated direct economic
impact in Taiwan in 2018. On average,
Airbnb guests say 46% of their spending on a trip occurs in the neighborhoods
where they stay.
Airbnb emphasizes the popularity with the local market of alternative accommodations. An online survey
of 1,200 Taiwanese by Havas Group
cited in a September Airbnb press release
found that 85% of Taiwanese people
have stayed in alternative accommodations. Of the respondents, 79.7% support
legalizing home sharing, 71.2% support
it “with proper and reasonable supervision and regulations, and 8.5% support
an immediate, free openness.”
With that in mind, Airbnb has
proposed regulatory principles for what
it calls “diverse accommodations” in
Taiwan. The guidelines call for a consistent industry-wide approach to regulation that differentiates among the different types of alternative accommodations,
such as a dedicated commercial vacation
rental and a host providing a room in his
or her home. The company also recommends developing effective safety requirements for ordinary homes, which would
differ from those in commercial buildings, tough but fair rules for bad guest
behavior, and centralized registration that
is simple and efficient.
“Airbnb wants to be a good and
responsible partner to government and
do what we can to help Taiwan achieve
its tourism objectives such as reaching 20
million inbound guests by 2030,” said
Brent Thomas, Airbnb’s regional director
of public policy in the Asia-Pacific region,
in a November press release.
To be sure, Airbnb’s proposed regulatory principles are a good concrete step
towards resolving its uncertain status
in Taiwan. But it could be some time
before the government is willing to evaluate them. How the novel coronavirus
outbreak develops in the coming months
– and the severity of the impact on the
tourism industry – will likely determine
the government’s approach to Airbnb in
the near term.
“We think the impact [on the tourism
industry] will be short-term. That’s the
one thing we can be optimistic about,”
says CBRE’s Lee.
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THE NOVEL CORONAVIRUS &
BUSINESS IN TAIWAN:
WHAT YOU SHOULD KNOW
BY JOHN EASTWOOD, HEATHER HSIAO, ALICE CHEN & DAVID ROSENTHAL

T

he novel coronavirus or
COVID-19 brings numerous
potential and actual legal
risks, ranging from the supply chain
to human resource matters. Following
the declaration by the World Health
Organization (where Taiwan unfortunately has neither membership nor
observer status) of a public health emergency at the end of January, businesses
need to take precautions regarding
affected Chinese suppliers, international
travel, trade shows, and potential forcemajeure issues. Management will also
need to grapple with such other issues
as employees in Taiwan working from
home and factors that need to be taken
into account regarding employee travel
to China.
So far only a small number of cases
of the coronavirus have been confirmed
in Taiwan, so the direct risk can be considered relatively low. Nevertheless,
the Taiwan government is among those
that have taken a number of preventive
measures. Starting February 6, entry
restrictions have been applied to travelers who have been to China, as well as
Hong Kong and Macau, within the past
14 days (this also applies to those who
have transited through affected areas).
Furthermore, the government
extended the winter holiday for all
26
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public schools (with most private
schools following suit) until February
25. As conditions develop, local and
national governments may well increase
their efforts to contain this outbreak.

Employment issues
Employers in Taiwan have a general obligation to take care of their
employees, as outlined in the Labor
Standards Act and other work-related
rules. This obligation includes preventing and mitigating any health risks
employees may face in the course of
their work, as well as providing them
with a safe working environment. If an
employer fails in this duty, it may face
liability for any damages incurred by
the employee.
In order to ensure the safety of
their employees in connection with the
outbreak, employers should take appropriate measures to reduce the level of
risk of infection. These may include:
• Adopting company-wide policies
to prevent the spread of infection,
including increasing employee awareness of best hygiene practices and
disseminating accurate information
about the virus.
• Limiting business travel, especially to
affected areas.

• Ensuring that sick employees stay at
home
• Providing sanitary products, such as
hand sanitizers, alcohol sprays, and
disinfectant wipes.
It is important to remember that the
preventive measures taken by employers
may infringe on the rights of their
employees, especially with regard to
work and privacy. Careful consideration
must therefore be given to employee
rights, weighing potential measures
against infection risk levels and alternative approaches. For example, subjecting
employees to mandatory temperature
checks may be a suitable measure if the
infection risk level warrants. However,
collecting an employee’s temperature
and other health data infringes upon
privacy rights and may only be done in
compliance with the Personal Data Protection Act.
Wi t h r e g a r d t o b u s i n e s s t r i p s ,
employers should also consider
employee health and safety as the top
priority. According to guidelines issued
by the Ministry of Labor, employers
should avoid assigning employees to
travel to China during this period unless
absolutely necessary. Employers are also
encouraged to ask employees currently
working in China to return to Taiwan.
In consultation with employees,
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employers should devise alternative
means of fulfilling job functions, such
as working remotely via video conferencing and e-mail. If employers force
employees to work in or travel to
China, it may be deemed a violation of
employee rights. The employee may be
entitled to terminate the employment
agreement and receive severance pay.
If it is still necessary to assign
employees to work in China, employers
should first assess the employees’
health status. In particular, they should
avoid assigning employees with underlying health conditions, such as chronic
lung disorders (including asthma) and
cardiovascular diseases. Moreover,
employers should educate and train the
employees regarding infection-prevention practices, such as personal hygiene
and health monitoring, and provide
such equipment as masks and personal
disinfectant products.
Additionally, they should arrange
for employees’ temperature to be taken
at the workplace in China and ensure
that the work area is properly cleaned,
disinfected, and ventilated. The guidelines state that if employers fail in these
duties, employees have the right to
refuse assignments to China.

Overtime demands
Companies producing medical
equipment, such as masks and disinfectant agents, have been faced with
a sudden, drastic increase in demand.
Similarly, logistics companies and distributors are being asked to facilitate
the immediate supply and delivery of
these necessary products. As a result,
certain employees are having to work
extended overtime. The Ministry of
Labor has issued an interpretation letter
(No. 1090130090) regarding overtime
work during the coronavirus outbreak.
Article 32.4 of the Labor Standards
Act states that “due to the occurrence
of an act of God, an accident, or an
unexpected event,” an employer may
extend the working hours beyond the
regular working time.
This article applies to overtime
work on regular working days, as well
as on rest days. If employers require
employees to work overtime under

this article, employers must calculate
and pay the accrued overtime wage
according to Article 24 of the Labor
Standards Act. Overtime accrued
under Article 32.4 is not subject to the
12-hour daily limit on work, nor is it
subject to the monthly maximum of 46
overtime working hours.
However, employers must notify
the labor union within 24 hours of the
beginning of the extension. If there is no
labor union, they must instead report to
the local competent authority for their
records. Subsequent to the overtime, the
employer must offer employees suitable
time off.

have to adhere to the principle that
employees shall not work for more than
six consecutive days. Also, overtime
accrued under Article 40 is not subject
to the 12-hour daily limit on work, nor
is it subject to the monthly maximum of
46 overtime working hours.
However, the employer shall, within
24 hours after the end of the suspended
leave of absence, file a report stating the
details and reasons with the local competent authorities for their records and
approval of the suspension. Employees
shall receive wages at double the regular rate for work during the suspended
leave, and shall later be granted time off
to make up for the suspended leave of
absence.

Quarantined employees
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According to Article 40 of the Labor
Standards Act, “An employer may
require workers to suspend all leaves
of absence referred to in Articles 36 to
38, if an act of God, accident or unexpected event requires continuance of
work; provided, however, that the
worker concerned shall receive wages
at double the regular rate for work
during the suspended leave, and then
also be granted leave to make up for
the suspended leave of absence.” Further, “the employer shall, within 24
hours after the end of the suspended
leave of absence, file a report stating the
details and reasons with the local competent authorities for their records and
approval of the suspension.”
The provisions in this article apply
to national holidays as well as applications for annual paid leave or regular
leave. In case of an “act of God, accident, or unexpected event,” employers
may suspend employees’ leave and
require them to continue with their
tasks. In this event, employers do not

Employees returning to Taiwan
may be officially quarantined in a medical institution or asked to isolate
themselves for various reasons, such
as previous travel to areas affected
by COVID-19, showing symptoms
when passing through airport health
screening, or past contact with individuals reported as possibly infected with
the coronavirus.
Being quarantined is legally considered as equivalent to being on sick
leave, including all legal protections and
rights afforded to the employee. The
quarantine notice issued by the responsible authorities in such cases serves as
the medical certificate. In case of selfquarantine, returning employees will
be asked to stay at home for 14 days
to minimize contact with other individuals. During this period, the employees
are allowed to work at home but
should not leave their residence or designated location. They are also not
allowed to use public transportation
or leave the country. Self-quarantined
workers can expect to receive daily
calls from local government officials
checking on their health.
Businesses may consider various
options for the legal structuring of this
absence from work. These may include
treating it as paid sick leave, unpaid
leave, or any other mutually agreed
upon structuring that does not violate
the Labor Standards Act.
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Assessing the risks
With over 60 million people already
under lockdown in China, a major
question for businesses is the integrity and stability of their business
flow. There is a high probability that
China will continue to expand the area
governed by the lockdown until the
coronavirus has been sufficiently contained. Additionally, over the coming
months businesses will likely be faced
with further control measures implemented by the government.
The following case demonstrates just
how far-reaching and complex the consequences of these measures may be.
28
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A company based in Taiwan sends an
employee to China to perform necessary maintenance on a production site.
Afterward, the same employee is needed
by a client in the U.S. to repair a production robot. Although the trip to
China was not to a strongly affected
region, the employee is barred from
entering the U.S., and is therefore
unable to repair the robot, leading to a
financial loss for the client.
Businesses therefore need to prepare
for various eventualities. The first step
is to take a close look at their business
and identify risks that could cause disruptions. Businesses operating in fields
with strict deadlines or high dependency
on migrant workers, such as construction companies, will find themselves at
a higher risk.
Examples of current and future risks
may include:
• Supply chains affected by governmental lockdown measures.
• External service providers prevented from providing timely
service.
• Government-imposed travel
restrictions.
• Import/export restrictions
affecting purchase agreements.
• Customers backing out of purchase agreements.
• Workforce shortages due to new
entry restrictions.
Navigating the current situation will
be a continuous and evolving process
with a multitude of different factors
that may adversely affect business continuity. Businesses may find that simple
preparation – such as identifying alternative suppliers outside the immediate
area of risk or opening lines of communication with clients and suppliers
regarding the outbreak – goes a long
way in avoiding problems.
Open communication with all stakeholders is recommended. Approaching
problems together with partners early
and head-on may allow businesses to
identify practical solutions that would
otherwise not be available or obvious.
The dialogue should also include prevention measures already taken or
that should still be taken to ensure the
safety of all employees working in atrisk areas.

In case the above-mentioned efforts
fail, the fundamental question for
businesses will be whether they, their
suppliers, or their clients are still
required to fulfill their contractual obligations under these new circumstances
– or if they may be liable for damages
due to breach of contract. Businesses
will need to analyze their at-risk contractual relationships and determine
whether they or their contractual partners have access to any legal remedies.

Force majeure in contracts
The most obvious legal remedy may
be force majeure. Such contractual
clauses allow the suspension or even
discharge of mutual contractual obligations based on the occurrence of a
disruptive event over which the affected
party has no control and was not reasonably able to prepare for. Whether a
party is able to successfully invoke force
majeure will depend to a great extent
on the individual clause’s wording,
as well as the governing law’s understanding of force majeure.
Normally, the invoking of a force
majeure clause in a contract involves
drastic circumstances. The effects of
using it may terrify the parties if the
current investment and potential losses
are huge, yet in other situations the
invocation of force majeure comes as a
relief to all parties.
In determining if the outbreak constitutes a force majeure event and if the
type of disruption is covered, vital questions will be whether the invoking party
could have reasonably prepared for the
event and what rights the parties receive
from the contractual clause.
As an example of the difficulties
businesses face when establishing force
majeure, consider a European supplier tasked with installing equipment
at a Taiwan production site in China.
Due to governmental warnings about
travel to China, the supplier decides
they cannot justify the risk to their
employees and therefore refuses to perform the installation. Is the foreign
government’s travel warning sufficient
for invoking force majeure?
Chinese authorities have started
issuing force majeure certificates.
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It is important to note that the government in Taiwan is imposing fines of
up to NT$300,000 (about US$10,000)
on individuals who violate quarantine
regulations.
As the government has extended the
winter break for schools until February
25, parents may have the unforeseen
need to organize childcare on short
notice during this period of time. The
government has directed that businesses
must accommodate employee needs for
time off due to this extended school
holiday. But whether or not payment is
granted for this duration has been left
up to the individual employment relationship and highly depends on the
governing contract. In the absence of an
applicable clause in the contract, one
option is taking unpaid leave.
In light of the quarantine measures
and the possibility of increased infections, businesses may consider asking
employees to work remotely, which
can be an effective measure to reduce
the spread of disease. However, certain
jobs must be performed on-site. In this
case, businesses might consider putting
employees on fully or partially paid, or
even unpaid, leave.
H o w e v e r, e m p l o y e e s g e n e r a l l y
have a right to work, even if they are
granted pay for staying home. Therefore, whether or not a business can
force employees to go on leave – and
under what conditions – depends on the
nature of the work, the level of risk at
the time, and the governing work contract.
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Although these certificates may be
required by individual contract clauses,
the issuance of such a certificate is usually not binding in the courts. There
have also been reports of cases where
large corporations rejected their business partners’ invocation of force
majeure. When courts have to decide
whether this outbreak constitutes a
force majeure event, such certificates
can play an important role in establishing the extraordinary nature of the
outbreak. But they will only be one of
a multitude of factors. Whether or not
force majeure can be invoked does not
depend only on the event itself; perhaps even more important is the event’s
actual impact on the invoking party.
If a contract does not include a
relevant force majeure clause, the governing law will be decisive in regard to
legal remedies, in some cases providing
either its own form of force majeure or
possible alternatives. Parties may find
that they are able to invoke established
legal institutions such as “unforeseen
changes” (clausula rebus sic stantibus)
or the similar doctrine of “frustra-

tion” in English law. These general legal
instruments may afford parties the same
or similar rights as do force majeure
clauses.
If a party to a breach of contract dispute lacks access to any legal remedy,
the question may become one of damages and liability. Businesses should
remember that depending on the situation, they may have the legal duty to
mitigate damages as far as is reasonably possible – for example, by making
an effort to find suitable alternative purchasers for perishable goods.
Larger business operations usually
have insurance that covers business liabilities. In case a business finds itself
liable for damages, it will have to
determine whether this specific case is
covered by an insurance policy.
At this point, the risk of contracting
the novel coronavirus on a business
trip to Taiwan is low and travel to
Taiwan is considered safe. However,
it is important for businesses to keep
Taiwanese travel restrictions in mind
when organizing trips. Depending on
their previous travel, employees may be

denied entry into Taiwan upon arrival
or may be asked to self-quarantine at
their residence for 14 days. Restrictions
also apply to travelers who merely had
a layover at an airport in an affected
area. Business travelers should therefore
book direct flights whenever possible
and check the official status of coronavirus-related entry restrictions before
departure, as the rules may change at
any time.
Despite the current low risk of contracting the Wuhan virus in Taiwan,
other countries may also implement
measures impacting people with Taiwan
travel history. Besides considering Taiwan’s entry restrictions, travelers
therefore also need to check on the regulations of their own country – as well
as other countries they will be visiting –
prior to departure.

— John Eastwood and Heather
Hsiao are partners at Eiger, the Taipeibased law firm. Alice Chen is a
paralegal at Eiger and David Rosenthal
is a trainee at the firm.
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UBER STAYS IN TAIWAN,
BUT AT A PRICE
The company will face more constraints under the
government’s multi-purpose taxi program than it
did partnering with rental-car companies.
BY MATTHEW FULCO

U

ber Technologies’ experience
in Taiwan is a cautionary tale
that reveals much about how
new business models and challenges to
industry incumbents are perceived in
this market. Although Uber boosted
competition, created jobs, and raised
the bar for ride-sharing technology –
notably by making cashless payments
mainstream and improving the transparency of trips with its app – in late
2019 it was effectively forced to join
a program the Taiwanese government
created for taxis. The viability of this
arrangement is an open question.
The irony of the taxi industry’s chief
disruptor joining Taiwan’s “multipurpose taxi program” (MPT) is evident.
“We are not a taxi company,” insists
Emilie Potvin, Uber’s APAC director of
public policy. Of the MPT program, she
says, “It’s a new model for us. We want
to partner with the government.”
That was not always the case. Uber
barreled into Taiwan in 2013 with
little regard for existing regulations.
That was how the company then operated under the leadership of Travis
Kalanick, its hard-charging chief executive at the time.
Many millions of New Taiwan dollars in fines later, Uber in early 2017
reached an ostensible détente with the
Ministry of Transportation and Com30
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munications (MOTC). Under the
agreement, Uber would work through
local rental car firms, and both Uber
and the MOTC seemed satisfied with
the arrangement.
It was a creative solution, but ultimately it wasn’t enough. Bowing to
pressure from the taxi industry, MOTC
in 2019 introduced an “Uber clause” to
transportation regulations that defined
vehicle rental services and taxis as businesses subject to different regulations.
Vehicle rental services could only charge
by the hour or day. The message was
clear: Unless Uber worked directly with
taxi companies, it would not have a
way forward in the Taiwan market.
“After two years, Uber is now more
tolerant of regulation,” says Jessica Liu,
a partner at Taipei-based AppWorks
Ventures, one of Asia’s largest accelerators. “They are changing their business
model slightly to work in collaboration
with Taiwan law, but they are losing
some of their sharing-economy edge.”
That’s for certain. For years, Uber
passengers benefited from its lower
fares compared to taxis, especially for
short distances. Under the MPT program, the cost of traveling somewhere
in an Uber vehicle is generally almost
identical to an ordinary yellow taxi.
Prior to Uber joining the MPT program, taxis felt threatened by the price

advantage Uber enjoyed on short-distance rides, says Likai Gu, who served
as Uber Taiwan’s general manager from
2013-2017.
Changing the status of Uber vehicles from private cars to rental cars in
2017 failed to placate the taxi industry.
Incumbents perceived Uber to be providing taxi services in the guise of
rental-car services, while undercutting
them on price, Gu observes.
The conflict between Uber and the
taxi sector came to a head in early
2019, in the run-up to the 2020 presidential election. Both of Taiwan’s major
political parties expected a close race.
Provoking the ire of the taxi industry
– known for its political clout – would
have been a risky bet during election
season.
For its part, Uber had few cards left
to play. Taiwan was one of just two
East Asian markets – Hong Kong being
the other – where the company had a
successful business of its own that it
wished to maintain. Elsewhere in the
region, local competitors, whether taxis
or large ride-sharing operations like
China’s Didi Chuxing and Singapore’s
Grab, had already won the day.
At the same time, Uber’s May 2019
IPO on the New York Stock Exchange
had underwhelmed investors. The company raised US$69 billion, falling far
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short of an expected US$100 billion to
US$120 billion valuation. In the first
day of trading, the company’s shares
fell from US$45 to US$41, the worst
performance in a U.S. IPO since 1975,
according to The New York Times.
Under that scenario, the last thing
Uber needed was an abrupt exit from
Taiwan caused by a regulatory dispute.
Compromise was necessary.

Taxi in everything but name
At first blush, Uber’s Taiwan service under the MPT program appears
nearly the same as when it partnered with rental-car firms. The app
is the same. Upfront and surge pricing
remain. Just like before, the vehicles
are mostly late-model Toyotas, Nissans, and Hondas – or Lexuses, BMWs,
and Mercedes-Benzes for the premium
Uber Black service. For passengers, the
only obvious differences are the slightly
higher fares and the visible taxi license
in each vehicle.
But in fact much has changed. Uber
now must rely on third parties to hold a
transportation business license, and taxi
license plates are limited.
The uncertain availability of taxi
license plates is a “red flag,” says Uber’s
Potvin. Will the license plate supply
“match market demand?” she wonders.
Uber’s fleet size will be crimped if the
problem is left unresolved. Drivers will
be out of a job. While 7,000-8,000 of
Uber’s 12,000 drivers had obtained taxi
business certificates as of late November,
j u s t 2,000 t o 3,000 o f t h e m h a d
obtained taxi license plates, according
to data compiled by Taiwan’s Platform
Driver Alliance. Without those plates,
they cannot drive legally for Uber.
The change in Uber’s business model
brings into question the viability of new
business models in Taiwan. Startups
tend to develop at a rapid pace, usually faster than the rate of regulatory
change. If regulators always defer to
industry incumbents, innovation is discouraged. There is a knock-on effect
detrimental to the overall business environment.
“From the recent situation, Uber has
suffered a big loss in Taiwan, because
a pure sharing economy hasn’t been
established here,” says AppWorks’

Chen. “You can observe that it’s just
a repackaging of the old taxi business
model. The only difference is the taxi
doesn’t have to be yellow anymore.”
Indeed, the concessions Uber won
were conditional on it joining the MPT
program. Had Uber remained in a partnership with rental cars, those vehicles
would have been required to charge by
the hour and return to the garage after
each trip. That was out of the question
if Uber wanted to maintain a healthy
business in Taiwan.
For the time-being, Uber’s transportation business is being negatively
affected by the coronavirus outbreak
as many people try to reduce their
movements in public. Drivers say that
business is down 20-30% from the
normal level. But at the same time, the
UberEats food delivery service has been
doing a particularly brisk business,
since many Taiwanese are hesitant to
eat in restaurants during this period.
Before the first détente between the
government and Uber in 2017, drivers
for UberEats were also subject to fines.
Later, the government took a more
nuanced view of the food-delivery side
of Uber’s business. The government
recognizes that UberEats helps local
restaurants get more orders, says Uber’s
Potvin.
There is a crucial difference between
Uber and UberEats from a regulatory
standpoint: UberEats does not compete
with any industry incumbents. Its com-

petitors, like Singapore’s Foodpanda,
are mostly foreign tech startups. Regulators risk little by supporting such
businesses.
Looking ahead, entrepreneurs and
investors will be closely watching how
Uber’s participation in the MPT program works out. So far, it is too early
to say whether the three-month-old
arrangement will succeed.
In reaching the current agreement,
Uber, the government, and the taxi
industry made the best of a difficult
situation, says former Uber Taiwan general manager Gu. He notes that the
government rejected demands to expel
Uber from Taiwan. “MOTC wanted
Uber to stay, but they also didn’t want
to raise unnecessary concerns in the taxi
industry,” he says.
A lack of foresight may have caused
the government to approve Uber’s partnering with rental-car firms, only to
upend that decision a few years later.
“They didn’t necessarily see around the
corner,” Gu says.
While the change to Uber’s business
model “hurt the service a little, that was
what was required for Uber to stay in
Taiwan,” he adds.
Meanwhile, AppWorks’ Liu remains
sanguine about the sharing economy’s potential to develop in Taiwan. “I
don’t think the current circumstances
will limit innovative development in
Taiwan. There’s still room for people to
play around here,” she says.

Demand for Uber's food delivery service, UberEats, has surged in the wake of the coronavirus.
PHOTO: MAR TTI CHEN
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NOT JUST A TWO-PARTY
SYSTEM
In Taiwan, the emergence of smaller parties has been part of
the island’s democratic development.

BY JANE RICKARDS

T

he unexpected victory of political newcomer Chen Po-wei for
a seat in the Legislative Yuan in
this January’s elections has drawn fresh
attention to the position of minor parties in Taiwan’s political arena.
Chen ran on the ticket of the
hardline pro-independence Taiwan
Statebuilding Party (TSP), which has
been in existence only since 2016.
What was even more surprising was
that he was able to unseat incumbent
Yen Kuan-heng in a Taichung district
that had been held by either Yen or his
father, Yen Ching-piao, for close to 20
years. The elder Yen was such a political force in central Taiwan that he first
won a legislative election in 2002 while
serving a prison sentence for corruption
and attempted murder.
As generally occurs in Taiwan elections, the two major parties dominated
the results in January. The Democratic
Progressive Party (DPP) maintained
its majority control in the legislature,
although by a narrower margin, by
taking 61 of the 113 seats. The opposition Chinese Nationalist Party (KMT)
won 38 seats and five are held by independents.
The remaining nine seats are in the
32

Surprise winner for a Taichung legislative
seat Chen Po-wei.
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hands of three small parties: one for the
TSP thanks to Chen’s upset victory, five
for the Taiwan People’s Party founded
last summer by Taipei Mayor Ko Wenje, and three for the pro-independence
New Power Party.
Legislative seats are mainly allotted

in two ways – either from victory in one
of the 73 single-member districts or by
appointment by political parties to the
34 legislator-at-large positions. A party
needs 5% or more of the national vote
to qualify for legislator-at-large seats. In
addition, six seats are reserved for Taiwan’s indigenous population.
Over the years, minor parties in
Taiwan have come and gone, with the
relatively more successful ones loosely
allied with the major parties. Leading
examples have been the Taiwan Solidarity Union’s cooperation with the
DPP in the “green camp” and the New
Party’s positioning with the KMT in the
“blue camp.” Their main aim was to try
to influence the major parties by taking
harder-line positions on key issues such
as cross-Strait relations.
Reflecting the same anti-China
trends that appeared to propel Chen
Po-wei to victory, January’s vote also
saw the end of an era for the more
China-friendly People First Party led
by 77-year-old James Soong, governor
of the then Taiwan Province in the late
1990s before breaking with the KMT.
Soong’s PFP had dwindled from
a substantial presence in the legislature elected in 2001 to holding only
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three seats after the 2016 elections. In
this year’s balloting, the PFP fell short
of the needed 5% in the national vote
for party preference and Soong simultaneously lost his fourth bid for the
presidency.
Considering that the minor-party
lawmakers in the Legislative Yuan are
few in number and ideologically divergent, they can be expected to have only
limited clout in legislative proceedings. The New Power Party and Taiwan
People’s Party will likely have more
influence than the Taiwan Statebuilding
Party, however, as holding three or
more seats allows parties to form a
caucus and participate in negotiation on
pending bills.
Even so, notes Tunghai University
political scientist Albert Chiu, small
parties won’t make a huge difference to
legislative outcomes. “The basic structure of the Legislative Yuan remains the
same as before – divided between the
two main parties,” he says.
Taiwan’s democratic system has
spawned more political parties than is
generally realized. Currently, 366 parties are registered with the Ministry of
the Interior, although most of them lack
the resources to compete in elections.
In January, a total of 43 parties
running on platforms ranging from

environmentalism to labor rights to unification with China took part in the
district legislative races, according to the
Central Election Commission. Voters
had 19 parties and alliances to choose
from in the party vote determining allocation of the legislators-at-large.
Chen Po-wei’s unprecedented win
was considered part of a wider trend
among January’s voters, who were
deeply affected by the often-violent
clashes between police and pro-democracy protesters in Hong Kong, to seek
to repudiate economic integration with
China in favor of strengthening Taiwan’s autonomy.
Tunghai’s Chiu also views Chen Powei’s victory as reflecting sweeping
demographic changes in Taichung.
Many of the residents in Taiwan’s
second-largest city are migrants from
other parts of the island, he says,
including many young people who
cannot afford the cost of housing in
Taipei.
“They have a different point of view
from their parents,” Chiu says. “As Taichung gets more young people, we will
continue to see changes like this.”
Chen Po-wei, who is in his midthirties, says the TSP began as a social
movement pushing for an independent Taiwanese republic. He describes

Taipei Mayor Ko Wen-je at a news conference in his capacity as chairman of the Taiwan
People’s Party.
PHOTO: CNA

it as opposing both the “new China”
(the People’s Republic on the mainland)
and the “old China” (the Republic of
China government that was brought to
Taiwan by the KMT in 1949).
Before joining the TSP in 2017,
Chen, a graduate of National Kaoh s i u n g U n i v e r s i t y ’s i n f o r m a t i o n
management department, worked in the
film industry. He was a post-producer
for visual effects with the Taiwanese
hit movie Kano and worked on various
films in China from 2012 to 2014. It
was his experiences of authoritarianism
in China that inspired him to become
an independence activist, he says.
Besides supporting Taiwan independence, the TSP regards itself as a
left-wing party that promotes social
equality and admires the social welfare
systems of northern European countries. Chen Po-wei says he is open to
cooperation with any political party,
except for the KMT. He describes his
relationship with the ruling DPP as
“cooperative and competitive.”

Mayor Ko’s TPP
When the Taipei mayor founded
the TPP in August last year, the former
heart surgeon was openly toying with
the idea of running for president in the
2020 election. Although he won the
mayoralty as an independent, Ko reportedly concluded that he would need a
political party behind him to be taken
seriously nationally and internationally.
In the end, Ko decided not to launch
a presidential campaign, but still found
that having a political party fielding its
own legislative candidates was a useful
way to expand his political influence.
C a r o l C h e n , t h e T P P ’s C a u c u s
Director, says the party wants to provide options for voters outside the
traditional Taiwanese political spectrum that ranges from pro-China or
“pan-blue” forces to pro-independence
or “pan-green” politicians. “We are not
green, we are not blue – we are white,”
she says.
Among the party’s principles are
financial discipline and openness and
transparency. Carol Chen adds that it
takes a middle-of-the-road position on
most issues, seeking to solve social and
economic problems in a pragmatic way.
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She says that one of the party’s biggest aspirations is to reform Taiwan’s
political culture, which in the past has
been characterized by vitriolic squabbling between the two main parties,
who tended to oppose each other’s new
policies just for the sake of opposition.
In contrast, the TPP seeks to examine
policies on their merits rather than
based on ideology, she says.
Ko has also imposed strict party
discipline on its five legislators. For
example, if any are targeted for observation by the NGO Citizen’s Congress
Watch for subpar performance for two
legislative sessions, they will be expelled.
A s a n e x a m p l e o f t h e p a r t y ’s
approach to problem solving, Carol
Chen notes that when the public complained about a shortage of face masks
in early February, the TPP came up
with the idea of preventing hoarding by
having consumers produce their health
insurance cards when purchasing masks.
The Executive Yuan, Carol Chen says,
has adopted many of the TPP’s proposals when formulating policies.
Regarding cross-Strait relations,
Carol Chen says, the TPP rejects the
notion of “one country, two systems,”
the formulation that China applies to
Hong Kong, as well as Taiwan’s exclu-

sion from international organizations
where statehood is a requirement, such
as the World Health Organization.
While China has not made contact
with the TPP, Carol Chen notes, Ko in
his capacity as mayor has developed
relationships with Shanghai government officials through the annual Twin
City Forum co-hosted by Taipei and
Shanghai. Without openly accepting the
idea of “one China,” Ko has told Chinese officials that the two sides of the
Taiwan Strait are “one family,” drawing
the ire of the DPP.
Carol Chen responds that as long
as China does not try to bully Taiwan,
it’s important to keep communication channels open. “It’s like having a
neighbor. If you don’t talk to them, you
don’t know what they’re thinking.”

Product of the Sunflower
Movement
Among the founders of the New
Power Party in 2015 were activists who
had been involved the year before in the
student-led Sunflower Movement that
feared growing Chinese influence over
the Taiwanese economy. The party’s
image suffered somewhat last August
when famed heavy-metal star Freddy

The DPP's Yu Shyi-kun (third from the left) and Tsai Chi-chang (second from left) pay a call
at the New Power Party to ask its support in the election for legislative speaker and deputy
speaker.

PHOTO: CNA
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Lim quit over an internal party dispute.
NPP Secretary-general Alan Chen
says the issue was how much clarification the party should demand from
President Tsai Ing-wen and her administration over a cigarette-smuggling
scandal involving government officials.
At the time, President Tsai seemed to be
in a tight race for reelection. Opting to
give Tsai his full support, Lim decided
to run for reelection as an independent.
Alan Chen stresses the party’s belief
that Taiwan should be recognized as an
independent, sovereign country. “We
will do our best to have Taiwan normalized as a nation,” he says, adding
that a new constitution is needed to
affirm this independent status.
The NPP also supports civil liberties
and human rights. It was a key proponent of gay marriage, even when some
in the DPP were still adopting a more
conservative attitude on the issue, Alan
Chen says. It is pushing to further liberalize the recognition of same-sex
marriages between Taiwanese and foreigners. Currently such marriages are
recognized only if the foreign partner
is from one of the 26 countries that
already recognize same-sex unions.
Another part of the NPP platform is
greater transparency in business deals,
such as making public the sale prices
in housing transactions to help clamp
down on speculation. The NPP also
wants to promote a Whistleblower Protection Act that would apply to private
corporations as well as government
agencies.
While the TSP is expected to be
more or less allied to the DPP, Chiu
of Tunghai University says the TPP
and even the NPP may find they have
more impact if they cooperate with the
KMT, the major opposition player, on
individual issues. Since the DPP has
an absolute majority, it can afford to
ignore them, he argues.
An added factor for the TPP, Chiu
says, are the hard feelings between Ko
and the DPP administration that arose
after the DPP tacitly supported Ko’s first
campaign for Taipei mayor in 2014.
Many DPP members reportedly later
felt betrayed when Ko seemed to get
cozy with Chinese officials with his “one
family” comments, and Ko’s presidential
ambitions are also viewed as a threat.
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SPE CIAL RE PORT

Back to the Future:

Vision 2020
In the fall of 2007, Taiwan Business TOPICS invited 14 experts to offer their thoughts on “what Taiwan should aim to
be like” in their areas of expertise by the year 2020, and how to achieve those goals. Their views were published in the
November 2007 edition of TOPICS under the heading “Vision 2020.”
With 2020 now upon us, TOPICS sought to re-engage with the authors to see how their observations have held up over
the intervening nearly 13 years. We managed to re-establish contact with most of them. Their comments follow below.

ECONOMIC DEVELOPMENT
Chen Tain-jy, professor of economics
at National Taiwan University. He was
Chairman of the Council for Economic
Planning and Development in 20082009 and Minister of its successor
organization, the National Development Council, in 2016-2017.

T h e v ie w

Ma i n p o i n t s f r o m 2007 :
• Taiwan’ s manufacturing sector will grow more sophisticated, movi ng away from contract production.
• Servi ce sector deve lopment will be more of a challenge.
• Tourism will increase in economic importance.
• Extensive tax reform will be needed to foster inve stment.

i n 2020

In 2007, I predicted that Taiwan’s
per-capita GDP would reach US$30,000
in 2020. According to the most recent
statistics, the forecast is US$27,298.
Apparently, the Taiwan economy did not
live up to my expectation.
Nevertheless, given that Taiwan’s percapita GDP in 2007 was only US$17,814,
per-capita GDP (in nominal terms) has
grown 53% over that time. With only
mild inflation throughout the period, it
was a respectable performance by any
measure.
I said at the time that in order to
achieve the US$30,000 income level,
Taiwan needs to move up the value
chains in the manufacturing sector.
Ta i w a n h a s h a l f - s u c c e e d e d o n t h a t

account. With downstream operations
having relocated to China, Taiwan’s manufacturing industry has significantly
increased its technology content and has
secured many important positions in the
supply of key components, notably in the
semiconductor sector. But Taiwan has
failed the other half in terms of brand
building, and therefore was unable to
enhance the output value through crossfield integration.
Taiwan has also completely failed
in upgrading its service sector despite
efforts by the government and industry.
It attempted to export services to China
to overcome the scale constraints on
the sector, but did not succeed because
of China’s protectionist policy and the

domestic opposition to looming overdependence on the China market.
The only bright spot in the service
industry is the development of international tourism. Inbound tourists have
risen from 3.7 million in 2007 to over
10 million in recent years. Although the
quality of tourist services needs to be
upgraded, the sheer number of tourists
provides an opportunity for establishing a
valuable service sector that offers quality
jobs, if properly managed.
Looking forward, Taiwan will continue to move up the value chains with
its technological prowess. However, more
attention needs to be paid to the service
sector if Taiwan wants to become a truly
advanced economy.
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HIGH-TECH INDUSTRY
Peter Kurz, widely known as “Mr.
Taiwan” for his knowledge of the
Taiwan market, for many years was
head of research for Citigroup in
Taiwan.

T h e v ie w

Ma i n p o i n t s f r o m 2007 :
• Taiwan industry needs new growth areas; the most promising are branded products, I C design, and materials science. These industries will deve lop on the infrastructure of
electronics manufacturing in China.
• I n biotech, Taiwan has good opportunities in drug discov ery , cooperating with U .S. partners for clinical trials, manufacturing, and distribution.

i n 2020

Looking back at my prognostications from 13 years ago, I
see three big misses. The first was not forecasting the rising concentration of the tech industry and in particular the increasing
dominance of the Taiwan Semiconductor Manufacturing Co.
Thirteen years ago, TMSC accounted for 7% of the total market
capitalization of the Taiwan Stock Exchange – now it’s 24%.
But MediaTek, the largest IC design company in Taiwan,
was 2% of market cap 13 years ago…and is still 2% today. So,
the growth of the IC design industry I had expected never really
happened. MediaTek is the granddaddy of the industry here in
Taiwan and yet still struggles to gain dominating scale. It turns
out that unless you are the determinant of the industry standard –
like Intel and ARM are to CPUs, Nvidia is to graphics processing
chips (which are also used in AI applications), and Qualcomm is
to communication chips – then you are either forced to compete
on very thin margins or into small niche market segments. TSMC,
on the other hand, is the leading manufacturer for them all.
My second big miss was the expectation that major new
brands would be emerging from Taiwan. However, I would
ascribe this more to political than economic reasons. Thirteen years ago, Taiwan was taking a more notable turn toward
improving commercial ties with China. With a few exceptions,
the only successful consumer brands developed by Taiwanese
corporations outside of Taiwan were in China, primarily in the
processed food industry. It is difficult for Taiwanese companies to

develop brands in foreign markets like the U.S. or Europe due to
the cultural and geographic gaps. Taiwanese companies needed
a large contiguous market with little entrenched national brand
competition. China offered Taiwan exactly this, the hinterland it
never had – and as it turned out, never got.
I lamented in my 13-year forecast that the PC industry had
matured and that Taiwan tech needed a new driver to fill factory
order books. It turns out that the smartphone emerged as that
killer app and continued sector growth for another decade. As I
suspected, that allowed companies with strong material science
skills like Largan – the globally dominant lens maker for these
smartphones – to reign.
The iPhone alone accounted for over one-third of Taiwan
tech industry revenues. But alas, that too, is stagnating in terms
of unit shipments, just as PCs were 13 years ago.
So, then what will be the next driver, the next killer app for
Taiwan tech? Wearables and IoT may not be the answer. In the
past, these key factory fillers were always largescale, standardized products – the PC, the notebook, the smartphone – and
only after they were standardized by a common protocol such as
the Wintel platform, iOS, or Android.
Electric vehicles, or dare I say the smart-car, may rise to this
role, at least for components and subsystems. Taiwanese companies are already key suppliers to Tesla and the rising installed base
of EVs in China. Let’s check back in 13 years to see.

SERVICE SECTOR

Peter Sutton, co-founder and CEO
of Woodpecker Learning, was formerly head of Taiwan research for
CLSA Asia Pacific Markets.

T h e v ie w

i n 2020

Thirteen years ago, I wrote about
what a great place Taiwan could be for
having a regional head office – if only
the government would ease up on a few
things. Today it is a much better place for
having a regional office, and with what
is happening in China and Hong Kong,
there must be many companies thinking
about alternative locations right now.
Some things, such as direct flights
36
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Ma i n p o i n t s f r o m 2007 :
• Rather than financial servi ces and tourism, the two largest
sub-sectors are gove rnment servi ces and the internal servi ces that companies provi de to themselve s. Maki ng these
two areas more efficient will be the ke y to greater productivi ty and creation of high-income j obs.
• Taiwan is an excellent location for a corporate head office,
but many companies are put off by lack of easy access to
China and the daunting gove rnment bureaucracy .

to China, are no longer a big problem.
However, while the situation for business
and work visas for PRC nationals has
improved a lot, there is still a lot the government could do in this area.
The key to higher incomes in Taiwan
is growing the service sector and
reducing regulations so that productivity within the service sector can grow.
Regional head office services should be

something that the government actively
targets in the same way that U.S. cities
and states target companies there. In Taiwan’s case, there is no need to provide
the money – just ease up on the regulations regarding employment, travel, and
(in some cases) personal and corporate
taxation. Other countries and cities in
Asia are doing this and Taiwan needs to
join the competition.
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REGIONAL RELATIONS
Philip Bowring, a veteran journalist and commentator based
in Hong Kong, was formerly
editor of the Far Eastern Economic Review.

T h e v ie w

Ma i n p o i n t s f r o m 2007 :
• Taiwan needs to do more to tak e adv antage of its excellent geographic location right in the middle of the region.
• Although Taiwan has the needed money , people ski lls, and most of
the physi cal infrastructure, it thus far lacks the vi sion and the will to
succeed as a regional playe r.
• Most Southeast Asian countries are sy mpathetic to Taiwan, but
they want economic ties, not political ones.

i n 2020

My fundamental point from 13 years
ago, the need for Taiwan to leverage its
geographic position, remains true. Perhaps it was insufficiently exploited in
the days when cross-Strait relations were
better and Taiwan’s industries more integrated with mainland export processors.
But with Xi Jinping’s nationalist rhetoric
and demands for reunification, that is no

longer the case.
The combined processes of onshoring
and diversification of manufacturing to
Southeast Asia and elsewhere has plenty of
scope yet – and Taiwan will probably need
it as Chinese pressure escalates. But the
regional and international climate is now
more receptive, given Beijing’s over-reach.
Taiwan can still do a lot to liberalize

its service sector, which would attract
business and allow outsiders more of
a stake in the country. It could also do
more to reach out, in apolitical ways, to
its Asian neighbors. The Tsai administration’s New Southbound Policy of recent
years is welcome recognition of the value
for Taiwan of developing stronger connections with other countries in the region.

FINANCIAL SECTOR
Schive Chi, one of Taiwan’s
foremost economists, has held
such posts as president of
the Taiwan Stock Exchange
Corp., president of the Taiwan
Academy of Banking and
Finance, and vice chairman of
what was then the government’s
Council for Economic Planning
and Development.
T h e v ie w

Ma i n p o i n t s f r o m 2007 :
• Bank ing consolidation will continue, with more cases inv olv ing
foreign bank s and more inv olv ement by state-owned bank s. The
establishment of new banks should also be made easier.
• By 2020, Taiwan bank s should be mak ing significant inroads into
the China marke t.
• For the financial sector to meet its potential, the regulators will
have to change their approach – avo iding ove r-regulation and promoting innova tion.
• I n the next stage of dev elopment, success will also depend on
havi ng more sophisticated, more internationally minded personnel.

i n 2020

Thirteen years ago, I made a bold
prediction about the future of Taiwan’s
financial market. Rereading that article
now, I feel a little bit uneasy, but I console
myself that I was right in most of what
I said, though I totally missed two new
developments.
First, I said that “More M&A cases
involving foreign banks can be expected
to occur.” In 2006, Standard Chartered
had acquired Hsinchu International, a
local commercial bank transformed from
a credit union, and a year later Citibank
Overseas Investment Group applied for
upgrading its local branch to a fully
owned subsidiary by merging with the
bankrupted Overseas Chinese bank. A
troubled local bank, Cosmos, was under
restructuring, helped by GE Capital.
The M&A activity by foreign banks
continued. Development Bank of Singapore (DBS) established a local branch in
1980, which was upgraded to a subsid-

iary in 2013, and expanded by taking
over the credit card and consumer
banking departments from Australia New
Zealand Bank (ANZ) in 2019. Most of
the expansion of foreign banks’ local
operations have come from acquiring the
existing facilities of other banks, largely
credit unions.
Secondly, an unexpected result of the
privatization of state-owned banks in the
1990s is that the government still tightly
controls five “privatized” banks, though
with minority shares that are still large
enough to dominate the banks’ boards.
Even worse is that Taishin Bank’s acquisition of government-controlled Chang
Hwa Bank, which should have been a
positive development, turned out to be
a mess. The state banks, including the
above-mentioned quasi-privatized ones,
still occupy a significant share of the
banking sector, something unforeseen 13
years ago.

Thirdly, I said that “by 2020, and
hopefully long before, the current obstacles to cross-Strait banking activities
should be removed.” Thanks to the
warm cross-Strait relationship developed during the Ma administration,
many breakthroughs have occurred in
the financial sector, banking in particular. By January 2019, five Taiwanese
banks had set up China subsidiaries. In
return, the PRC’s Bank of China, Bank of
Communications, and China Construction Bank opened subsidiaries in Taiwan,
while China Merchants Bank and China
Agriculture Bank have opened representative offices. The mutual penetration of
banks has facilitated cross-Strait foreignexchange remittance and granting loans
for Taiwanese companies in China. Given
the heavy financial flows in line with the
close cross-Strait economic ties, Taipei
joined Hong Kong and London as a Renminbi offshore center.
TAIWAN BUSINESS TOPICS • MARCH 2020
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Finally, those two developments
unforeseen 13 years ago. First, the
unprecedented rapid development and
broad applications of fintech in China,
aided by the fast growth of the relatively underdeveloped domestic financial

market, the friendly government policy
toward financial innovation, and support from the strong IT industry. Second,
China has accelerated the opening of its
financial markets across the board following the end of the first round of the

U.S.-China trade dispute. National treatment will soon be granted unanimously
to foreigners in the financial sector. That
represents both a serious challenge and
great opportunity for Taiwanese bankers’
interests in China.

DEMOCRATIC CONSOLIDATION

Richard C. Bush, Director for the
Center for Northeast Asia Policy
Studies at the Brookings Institution
in Washington, D.C., is a former
chairman of the American Institute
in Taiwan.

T h e v ie w

i n 2020

Re-reading my contribution to the
“2020” series of articles that Taiwan
Business TOPICS commissioned in
2007, I d o n ’t k n o w w h e t h e r t o b e
pleased or worried that my views haven’t
changed. I would prefer that Taiwan had
changed for the better, and that what
I wrote in 2007 was now badly out of
date. Yet I fear that the same problems in
fact persist despite some effort at finding
solutions. I know that if devising solutions were easy, the problems would have
disappeared or diminished. The fact that
the problems persist demonstrates the
degree of difficulty.
To reiterate the key points of my 2007
essay, I was concerned that the consolidation and institutionalization of Taiwan’s
political system was moving slowly and
had constrained the island’s leaders from
strengthening the economy, the military,
and so on. Consequently, it was going
to be harder to meet the challenge from
China. I specified a number of reforms
that I thought would put Taiwan on a
better footing, both domestically and
externally.
Thirteen years on, what has happened
in each of these areas? On the positive
side, it is my impression that 1) corruption is not as serious a problem as it was
during the Chen Shui-bian administration; 2) the LY operates more on the basis
of majority rule, and veto groups are less
able to obstruct legislation (a good result
in my view); and 3) the major parties
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Ma i n p o i n t s f r o m 2007 :
• I mprove the integrity of public officials and reduce corruption.
• Raise the institutional q uality of the L egislative Y uan ( L Y ) .
• Encourage political parties to improve their ability to deve lop
policy ideas.
• U pgrade the professional standards of the mass media.
• Alter the semi-presidential syst em to create a more effective
syst ems of checks and balances.
• Ev aluate whether the 2004-05 electoral reforms brought
about a more centrist political sy stem, which would req uire
that leaders of the K uomintang ( K MT) and the D emocratic
Progressive Party ( D PP) cooperate more closely .

take more seriously the responsibility to
develop policy ideas.
In addition, and very importantly,
both the Ma and Tsai administrations
have shown more maturity in handling
Mainland policy than their predecessors, even as they differ on what those
policies should be. Contrary to warnings from Beijing that a move towards
de jure independence will occur soon,
that is quite unlikely. Also significantly,
the Taiwan-U.S. relationship is more
stable because there is a better alignment of national interests and closer
communication.
On the negative side, first, professional standards in the media have not
improved and arguably have declined.
In particular, the Mainland’s intrusion
into Taiwan’s media market to serve its
own goals has complicated public debate
on policy issues, which was already difficult. Second, the political system is no
more centrist than it was in 2007, and
may be more polarized than it was then.
That does not bode well for the formulation of good policies on domestic issues
like energy, economic competitiveness,
inequality, and caring for the elderly, to
say nothing of forging policy consensus
concerning China. Finally, nothing has
happened regarding the political system’s
basic structure, which was probably a
vain hope on my part anyway.
In some respects, the environment in
which politics and policymaking occur

has gotten worse. China is more powerful than it was a decade ago and seems
to believe that Taiwan should be more
accommodating for that reason alone.
The emergence of platforms like Facebook, WeChat, Line, and others has
made the media environment more complex even as they have improved social
connectivity.
Very concerning has been the experimentation with new forms of political
action by people who are frustrated with
what they see as poor performance in
the political system. Examples of these
are a culture of protest (e.g. the Sunflower Movement); a resort to referenda
to guide policy; and populist appeals to
voters, which almost by definition are
simplistic in their content.
As it happened, people have had
second thoughts in each of these areas.
Some leaders of the Sunflower Movement
have chosen to serve in the LY that they
occupied in 2014, and they understand
that their movement was unsuccessful in
changing broad public opinion. In the
2018 elections, opponents of the Tsai
government undertook referenda on
nuclear energy, marriage equality, and
food safety, in effect hoisting the DPP on
its own petard.
Also, after the 2018 local elections it
seemed that the populist “Han Wave”
would transform electoral politics. But
populism didn’t work in the presidential election 10 months later. That each
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of these methods of circumventing representative government has in some sense
failed should not be taken as a signal
that it was okay to get back to political
business as usual. It is not. It’s a signal
that unless representative government

performs better in meeting the needs of
society, it will be challenged again.
At the end of the day, Taiwan officials
and politicians across the board must
address the policy choices that face them.
To avoid a choice in fact is to make a

U.S.-CHINA-TAIWAN RELATIONS

T h e v ie w

Bonnie S. Glaser is a
senior adviser for Asia at
the Center for Strategic
& International Studies
in Washington, D.C. and
a consultant for the U.S.
government on East Asia.

Ma i n p o i n t s f r o m 2007 :
• The triangular relationship must be transformed
into a win-win-win situation that will bring greater economic prosperity and enhanced security
for Taiwan’ s citize ns.
• I f Beij ing can show more flexibility , the two
sides should negotiate a framework for preservi ng stability across the Taiwan Strait.
• W hether or not such an agreement can be
reached, Taiwan’ s gov ernment will wish to
promote Taiwan as an economic gateway to
China.
• By 2020, Taiwan’ s ties with the U .S. should be
robust, dev oid of the earlier friction and mistrust.
• I f political change on the mainland continues to
lag behind its rapid economic growth, Taiwan
will shine eve n brighter as a beacon of democracy .

choice. Fortunately, Taiwan is blessed by
having very smart people who can aid in
the formulation of policy choices. Some
convergence between the KMT and the
DPP would certainly help the process.
The stakes are too high to fail.

i n 2020

US-China-Taiwan relations have failed to achieve the progress that I
hoped for in 2007. Even during the relative cross-Strait stability that prevailed during Ma Ying-jeou’s presidency, Beijing and Taipei didn’t make
significant headway toward establishing a framework for preserving stability across the Taiwan Strait. My calls for confidence-building measures
in the security realm went unheeded. However, many of the barriers to
cross-Strait flows of people, goods, and investment were removed.
Instead of showing greater flexibility on the “one China principle”
and other matters, Beijing has hardened its position. China’s decision to
cut all official dialogue with Taiwan after Tsai Ing-wen’s election in 2016,
and its subsequent application of military, diplomatic, and economic pressure, have heightened cross-Strait tensions.
Progress has been made in the bilateral U.S.-Taiwan relationship,
however. In accordance with my recommendation, President Tsai has
consistently supported the preservation of the status quo in the Taiwan
Strait, alleviating concerns that Washington held when Chen Shui-bian
was in power. Ties between Washington and Taipei are closer than they
have been in many decades. Unfortunately, the U.S.-Taiwan Free Trade
Agreement that I predicted would be signed by 2020 has not yet materialized. There are reasons to be optimistic that an FTA can be reached in the
coming years, however, if sufficient political will exists on both sides to
resolve outstanding issues.
As I feared in 2007, rapid economic growth in China has not been
accompanied by a loosening politically. Since coming to power in 2013,
Xi Jinping has overseen a tightening of control over society and strengthened Chinese Communist Party control over many aspects of everyday
life. In contrast, as I hoped for in my article 13 years ago, Taiwan is
shining “even brighter as a beacon of democracy.”

INTERNATIONAL RELATIONS
Retired diplomat C.J. Chen
has held such important
posts as Taiwan’s Minister
of Foreign Affairs, member
of the Legislative Yuan,
Director-General of the
Government Information
Office, and representative
to the U.S. and the EU.

T h e v ie w

i n 2020

Over the last 13 years, we have experienced some
dramatic changes in the world, including the rapid
rise of China, the unilateral assertion of U.S. power,
Brexit, the phenomenal progress of science and tech-

Ma i n p o i n t s f r o m 2007 :
• Taiwan’ s goals must be to continue to av oid international isolation
and increase international participation.
• To achiev e our diplomatic goals, we must try to reach greater consensus on our national identity , face the reality of an increasingly
more powerful China, find ways to cope with a more competitive and
complex world, and be more practical and less ideological in conducting our international relations.
• The status q uo, though ambiguous, is the most acceptable and
mutually tolerable state of affairs in cross-Strait relations.
• By 2020, economic, commercial, educational, cultural, and other
cross-Strait exchanges will hav e dev eloped further. More dialogue
should be encouraged, and the two sides should explore bilateral
agreements in stages.
• Taiwan needs solid, mutually beneficial relations with the U .S. and
Ja pan, and should deve lop broader ties with other countries.
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nology, the deterioration of the global
environment, the increasing exchanges
and antagonism between Taiwan and
the Mainland, and the political metamorphosis in Taiwan, to name a few.
In particular, the worsening relations
between the U.S. and China, the two
most powerful countries in the world,
open up the possibilities of some unpredictable and unwarranted developments
in the days ahead.
The situation we confront, especially
in our part of the world, is much more
complicated than ever before, much more
uncertain and gloomier. We cannot rule
out some sort of confrontation or conflicts in the future. But I believe that
what I wrote 13 years ago remains generally valid.

As I mentioned in my previous article,
Taiwan’s future diplomacy will be determined by three major factors: 1) Taiwan’s
domestic developments; 2) cross-Strait
relations; 3) Taiwan’s relations with
other major powers, the U.S. in particular. During the last 13 years, the most
noticeable changes have been: 1) proindependence influence in Taiwan has
been steadily increasing; 2) the leadership changes in Taipei, Beijing, and
Washington, D.C. have caused views,
strategies, and policies vis à vis one
another to be transformed; 3) Taiwan and
the U.S. now both consider the PRC to
be an immediate and future challenge and
threat, and have strengthened their bilateral ties in numerous areas.
China, an emerging superpower, is

obviously unwilling to accept a subdued
role assigned by the U.S. Consequently,
the status quo structure among the three
has been challenged, reinterpreted, and
even changed. Recent developments
have already destabilized the situation
and invited some tension and potential
danger. Is this what we hope for?
To avoid unwanted developments, I
believe that we should continue to try
to pursue the six points I suggested in
my article regarding cross-Strait relations: Preserve a peaceful environment,
maintain the status quo, understand
the unique nature of the relationship,
create positive conditions for engagement, explore the possibilities for a
modus vivendi, and broaden diplomatic
endeavors around the world.

RULE OF LAW
C.V. Chen is senior partner of the Taipei
law firm of Lee and Li, as well as adjunct
professor of law at National Chengchi University and Soochow University. He served
as the founding Vice Chairman and Secretary General of the Straits Exchange
Foundation.

T h e v ie w

i n 2020

Since 2007, Taiwan has experienced
substantial leaps forward in terms of
rule of law, but there is still room for
improvement.
In recent years, the government has
committed to a host of reforms, including
prison reform, improved victim protection, and legal education reform.
Specialized courts have also been created,
such as the Intellectual Property Court
and the Labor Court. A commercial court
is in the works.
In reaction to the circuitous litigation and appeals and the miscarriages of
justice that were a feature of the criminal justice system, in 2010 the Legislative
Yuan passed the Criminal Fair and Speedy
Trial Act. But in practice, quality is sometimes sacrificed for speed. Meanwhile,
legislators have yet to introduce related
reform for civil and administrative litigation, which is also prone to tortuous
proceedings and miscarriages of justice.
A poll conducted by the Ministry
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Ma i n p o i n t s f r o m 2007 :
• D espite much progress ov er the past two decades
regarding j udicial fairness and independence, political
and other undue interference has not ended completely .
• J udges sometimes stick too closely to the letter of the
law, ignoring the spirit of the law.
• More budget needs to be allocated to enable more and
higher caliber j udges to be hired.
• Reform is needed in the way j udges and prosecutors
are educated and appointed.

of Justice in 2019 showed that close to
60% of the people did not believe the
justice system was fair. This persisting
distrust may be because none of the
reforms addressed the root problems. For
example, a disconnect still exists between
the realities of the courtroom and what
is taught in law school. Moreover, all the
allegations of corruption, influence peddling, and abuse of power against judges
and prosecutors have only deepened the
public’s mistrust.
To reverse Taiwan’s isolation in the
world and lift the country’s rule of law
to international standards, starting 2009
the Legislative Yuan passed enforcement
rules for five core U.N. human rights
conventions, which means that Taiwan
courts can now invoke the human rights
conventions in forming decisions. And
through submission of national reports
to foreign experts as required by these
implementation acts, the government regularly examines its human rights records.

Certainly, democracy has propelled
the rule of law forward in Taiwan.
Between 2007 and 2020, the country
went through four peaceful presidential
elections, and notably, the ruling party
and the opposition party traded places
twice. The citizens participated in the
democratic process enthusiastically, honoring their civic responsibility. And in
2017, the Referendum Act was amended
to lower the voting age and the threshold
numbers for referendum proposal initiators, petitioners, and votes needed to pass
a referendum. The next year, a major referendum was held for, among others,
same-sex marriage and energy policy.
Regrettably, since then, the government
has not followed up on the choices of the
people through concrete actions.
Taiwan can take pride in the many
milestone judicial reforms in the last 12
years. But we need to be ever vigilant
about how democracy can be manipulated to stifle the rule of law.
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Special Report
HEALTHCARE

Chang Ly-yun is an adjunct
research fellow at the
Institute of Sociology of
Academia Sinica, specializing in healthcare-related
issues. She is a former chair
of the Taiwan Healthcare
Reform Foundation.

T h e v ie w

Ma i n p o i n t s f r o m 2007 :
• I f healthcare gove rnance is drive n by contentious politics, the future
of Taiwanese healthcare is bleak.
• The N ational H ealth I nsurance program has unleashed a profitmaki ng incentive among supposedly non-profit healthcare provi ders.
• W ith gov ernment encouragement, the health industry has gone
international, inv esting ov erseas and promoting medical tourism in
Taiwan.
• Besides an aging population, there has been another maj or demographic shift in the form of new immigrants. Steps needs to be take n
to ensure that they and their children are not under-serv ed by the
healthcare syst em.
• U nless N H I is properly funded, there is a risk of bifurcation of healthcare according to ability to pay .

i n 2020

The major epidemics in the history of the world have been occasions
for humility and awe, as well as an
opportunity to evaluate the state of our
achievements in medicine and health,
seriously reflect on the impact of our
lifestyles on nature, and adjust our
approaches to healthcare.
The achievements in the prevention
and treatment of infectious diseases in the
20th century have indeed been laudable.
However, the epidemics that have arisen
in the 21st century and the emergence of
the virulent novel coronavirus from the
beginning of 2020 once again caution
us about the limits to human knowledge
and the threats the world faces from the
unknown.
It is from this perspective that I
review the four major trends in Taiwan’s healthcare system that I cited 12
years ago: weak healthcare policies,
a more profit-driven medical system,
market promotion, and the challenges
of an immigrant society. The forecast

that we are headed toward two healthcare extremes seems unchanged, because
the medical care system is a top-down
triangle and there is still no healthy
coordination between primary and tertiary care:
1. Whether at medical centers, small or
medium-sized hospitals, or basic-level
clinics, changes have occurred in terms
of diagnosis and treatment. Regardless
of the level, capital market intrusions
have caused what was a Taiwan-based
business vision to instead look across
the Strait and to the rest of the world,
constantly challenging the core principle of universal health insurance;
2. Paradoxically, the Taiwan-based hospital system still maintains a one-stop
and multi-dimensional take-all-business strategy. Healthy competition
and cooperation between medical
institutions at all levels have not yet
developed;
3. Differentiation of the functions and
roles of various types of health-

care clinics and pharmacies at the
grass-roots level have not yet been
implemented to assure a protective
healthcare net and the proper allocation of resources.
I am not surprised by the trends of
the past 12 years. Regardless of which
party is in power, healthcare policies
related to people’s daily life are always
based on fine-tuning at the edges. It takes
courage and determination to discuss
macro visions and related policy tools.
I often wonder how much investment
would be needed to provide completely
for the healthcare of the entire population. How to allocate health protection
at all levels? What quality of medical
care can be achieved at a reasonable
price? How to draw the line between risk
sharing and national responsibility?
These are hard questions, but the process of raising and debating them will
shed light on the problem. Some proposals will emerge that take into account
both public and private interests.

EDUCATION
Richard C.T. Lee is a professor of computer science and
information management at
National Chi Nan University.
He formerly served as president of that university and as
acting president of National
Tsing Hua University.
T h e v ie w

i n 2020

I am sad to say that no trace can be found of any
progress that has been made in the education system
in our country.

Ma i n p o i n t s f r o m 2007 :
• The Taiwan educational sy stem does a good j ob in educating the
top students, but pays insufficient attention to the others, particularly
those from rural and remote areas whose families may hav e less
resources.
• Another maj or shortcoming is that engineering courses are too theoretical. G reater practical orientation in the coursework would better
prepare students for the worki ng world.
• I t was a mistak e to phase out so many technical and v ocational
schools. Many students are now receiv ing education bey ond their
ability to digest it.
• D on' t carry localiz ation and an inward-look ing perspectiv e too far.
Students need to be more familiar with international affairs.
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EXECUTIVE SUITE

MEET TIM SHIELDS OF
CIGNA
Cigna Taiwan General Manager and CEO Tim Shields doesn't
mind making mistakes and encourages his team members to
make them, too, as long as they can turn those mistakes into
learning experiences. A native of Edinburgh, Scotland, Tim
has been working in insurance for almost three decades, the
vast majority of that time spent in management roles internationally. Taiwan is the latest installment of his journey.
Tim took some time out of his busy schedule this month to
talk with Taiwan Business TOPICS Deputy Editor Jeremy
Olivier about his educational background, his transparent
approach to management, and his views on the Taiwan insurance market.

Your university degree was in civil
engineering and math. Although you
changed careers, was the engineering
education good training?
Yes, it was. I have always been interested in math, geography, construction
– I see myself as more left-brained and
I feel like those things are part of my
DNA. My degree in civil engineering
and math, then, posed some great challenges that required problem-solving
skills and logic. That was really good
training because part of the role of a
leader is about driving change, resolving
issues, and using data to make important decisions. It doesn’t matter what
line of business you’re in; those attributes are essential.
I also have a creative side. I was
accepted into and almost went to study
fine art at Glasgow College of Art.
However, my father, who was a famous
artist in Scotland at the time, advised
against it because he didn’t see a career
in it. Obviously, the world’s changed
now.
42

What brought about the switch to
insurance?
After graduating from university in
Scotland, I moved down to London and
began working at a big international
advertising agency. I started out at the
bottom and worked my way up to a
director of the firm.
During my time at the agency, I
worked as what is called a “suit” in
industry lingo. I would first talk to clients about their brand, and then go and
translate that into brand campaigns for
the copywriters and designers.
At one point, I went to do a pitch for
the new CEO of a large insurance company in the UK. After the meeting, he
took me aside and said, “Tim, I don’t
want to hire your ad agency, but I do
want you to come work as our marketing director.” That was the switch,
and I’ve been in the insurance industry
for around 27 years now, with experience in life, general, and health
insurance. My first six to seven years at
that first company, though, was some of

the best training I’ve ever had.
Were you always attracted to the
international side of the business?
I think it’s in my blood to go travel
and see the world. Living and working
abroad has a huge upside, but I also
recognize that being an international
manager is not for everyone. I’ve lived
in eight different countries now and
spent 23 years overseas, and I’ve loved
every minute of it. I’m constantly
learning, adapting to different cultures,
sharing knowledge, and building things.
What appeals to you most about the
insurance profession?
Although I didn’t initially seek out
a career in insurance, I like the fact
that it’s an intangible service and it’s all
about the people. One of the things I’ve
always said at town halls, or at meetings with my board or my leadership
team in any of the markets I’ve worked
in, is that the biggest asset we have is
our people. It doesn’t matter if you’re
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frontline or in support services, the
people make the difference.
Insurance – whether it’s property
and casualty or health, whether it’s a
US$50 million policy or someone who’s
paying US$50 a month – it’s there for
the unplanned events in life. No one
plans for catastrophe; no one plans for
the risks. You can never bring a loved
one back, but with insurance, you can
take away some of the pain and give the
policyholder some piece of mind.
I also think it has been an underrated industry because if you look
closely, most of the funds in most of
the stock markets around the world
are owned by insurance companies.
In that way, insurance is a means by
which governments can help boost the
economy and ease some of the taxpayer’s burden. If you look at some of our
neighbors in Asia – Vietnam, Malaysia,
Myanmar, Cambodia – these emerging
economies are really embracing insurance, and the governments understand
the power of insurance to help protect
the economy, consumers, and industries
as well.
Do you have a particular style as a
manager?
In general, I put an emphasis on
communication, collaboration, transp a r e n c y, a n d o p e n n e s s . I a m v e r y
energetic in my management style, and
I always lead from the front. I would
never ask my people to do anything I
haven’t done. I also encourage mistakes.
Failure is good! Try things, be agile,
learn from the times you don’t succeed,
and move on.
As an international manager in particular, you’ve got to listen to your
local team in order to understand the
market and the culture of a place.
You’ve got to have patience; don’t
rush in. One size does not fit all. If you
follow this approach, you will grow as
an individual, personally and professionally.
Being a CEO is a lonely job sometimes because the buck stops with you.
You need to gather information from
your senior team and be the ultimate
decision-maker. That’s why it’s important that you put the right people in
the right roles, and it’s also why I support sending members of my Taiwan

team on overseas assignments. When
they come back from their time abroad,
they have a broader mindset and are
the ones that really drive change in the
operation.
What have you found to be the most
significant characteristics of the business environment in Taiwan? What are
the main ways in which it differs from
other markets?
The talent in Taiwan is highly educated and very loyal. The workforce is
also diverse; for example, 75% of my
team here are women. The regulatory
system tends to be conservative, but
the potential that Taiwan has is huge.
It has one of the strongest health care
systems in the world and there are very
good opportunities for public-private
partnerships. I think the government
is recognizing this and they are very
carefully coming to embrace those
opportunities. One of the reasons why
I, through Cigna, am a co-chair on
AmCham’s Public Health Committee is
that we can influence and educate the
government on different ways we can
work together to protect Taiwanese
consumers.
One of my roles as CEO is to sell
Taiwan to my global board of directors. Taiwan is the most insurancepenetrated market in the world. The
question, then, is how do you grow
within it? Before I came to Taiwan,
the company’s sales were stagnating,
but for the past three years, we’ve had
around 17% year-on-year sales growth.
Outside the U.S., we’re the third largest
market internationally.
Finally, as an international industry
leader, I’ve made a point to be involved
in networking, advocacy, and government affairs, especially through the
AmCham organizations in the different locations I’ve lived and worked
in. I’m very impressed with the Board
of Governors at AmCham Taipei, as
well as the Chamber’s in-house team.
It really is a group of innovative, welleducated, vocal, and energetic people.
They are setting the professional bar
for AmCham organizations in Asia
very high.
What are the main pluses and
minuses of leading an expat life?

In terms of the advantages, the
places you get to experience, the culture, the people, the food, and working
with a great bunch of diverse colleagues around the world make it all
worthwhile. Also, the ability to travel
and share your experiences is just so
rewarding.
I have friends in Edinburgh who’ve
spent their whole lives there, and they
think I’m crazy for living this kind of
lifestyle. However, what I’ve seen and
experienced and what my family have
seen and experienced have really shaped
us. I think it’s given my children a very
high level of confidence, internationalism, and diversity that they can pass
on to the next generation.
However, there are downsides. You
spend enough time in a country to fall
in love with it, put your heart and soul
into developing the business there, only
to have the company move you on to
your next assignment. It’s always hard
to leave a country, friends, and colleagues behind.
If you had one piece of advice for
young professionals in your industry,
what would it be?
I have three brief recommendations.
First is to try and get some experience outside of your home country;
next, find a mentor because it’s always
good to have some kind of guidance or
coaching; and third, always challenge
the status quo and keep asking questions.
How do you like to spend your leisure time? What do you find is the best
way to get “recharged?”
I used to play rugby in Scotland,
and I’ve been involved with playing
and coaching rugby in all of the different places I’ve lived in around the
world. I’m also a great believer in maintaining health and wellness. A healthy
body and mind are extremely important, especially for being a CEO. I go to
the gym most days for fitness training
and I am also an avid cyclist. Of the
world’s bicycles, 60% are manufactured
in Taiwan, so I have two Taiwan-made
bicycles here, a road bike and a mountain bike. Most weekends, you can find
me out cycling somewhere among Taiwan’s beautiful natural scenery.
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SEMI is Working to Usher
in the Global Intelligence
Revolution

A

s 2020 begins to unfold, markets the world over are faced
with numerous opportunities
and challenges posed by the “intelligence revolution” – the emergence and
advancement of smart technologies,
next-wave communications systems,
machine learning, robotics, and others.
Every facet of life, from how humans
work and consume goods and services,
to how we commute and interact with
each other, to how our food is produced and distributed, stands to be
drastically affected as a result of this
transformation.
As with the computer revolution of
the 20th century, the semiconductor is
an essential component of this looming
technological change. From its infancy
as a producer of transistors for early
computers, to now one of the most integrated, international, and profitable
industries in the world, semiconductors
power virtually every electronic device
and system in existence. Leading the
charge in terms of advocacy, education,
networking, and workforce development efforts for this dynamic field is
the global industry association SEMI,

44

which this year celebrates its 50th anniversary.
“We are now seeing technological
applications, from the traditional PC,
server, and mobile phone, to emerging
technologies in areas such as mobility,
medical, and manufacturing, as well
as AI, AR, and 5G, begin to penetrate
almost every industry and business,”
says Terry Tsao, SEMI’s global chief
marketing officer and the president of
SEMI Taiwan. “Therefore, we view the
semiconductor industry as helping to
complete the layout for this whole new
infrastructure over the next 5 to 10, or
possibly even 20, years.”
To help prepare its membership for
the next wave of technological change,
SEMI this year is launching a slew of
new programs designed to connect its
members with businesses and industries engaged in different facets of the
intelligence revolution. In addition to
its existing sub-level technology communities, SEMI is also launching Smart
Manufacturing, Smart Mobility, Smart
MedTech, and Smart Data communities.
The association will not only continue to lobby for the semiconductor

industry through its multiple government channels, contacts with think
tanks, and various partnerships, but
will also utilize its new communities to
“act as a bridge, connecting businesses
across industries,” says Tsao. “For
example, we can facilitate exchanges
between auto companies and semiconductor companies so that, in the future,
these auto companies would be able to
source their full supply chains through
SEMI’s services.” In this way, SEMI is
working to create win-win scenarios
for all involved sectors of the economy,
not just those that are directly related to
semiconductors.
Although SEMI looks on the myriad
business opportunities and areas for
growth and cooperation with great
enthusiasm, Tsao concedes that such a
massive sea change is not without its
challenges. “One of the primary concerns is that the semiconductor industry
will really need to boost its heterogeneous integration capability,” says
Tsao, referring to the placement of multiple different components on a single
microchip to improve the functionality
and operation of a device. “By doing
so, we will be able to make devices
smaller, thinner, and more highly efficient.”
Another priority issue for the
semiconductor industry is talent sustainability, notes Tsao, which is why
SEMI and other industry players need
to focus on recruiting and retaining
high-level talent from among the
younger generations. “Nowadays, most
young people want to work for Google
or Amazon – these large tech companies,” says Tsao. “But semiconductors
are the fundamental piece – the core
– of all of the technologies we rely on
today.”
In order to address possible talent
shortages, SEMI is launching several
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workforce-development programs that
target high-potential talent from an
early age. These programs also include
diversity and inclusion initiatives to
attract talent from a broader segment of
society.
“In addition, we will continue to
make talent sustainability a large part
of our public advocacy efforts, getting

the government and society involved in
these programs as well,” notes Tsao.
While these programs comprise the
organization’s plan for the coming few
decades and beyond, Tsao says that
in the meantime the big development
to pay attention to in 2020 will be the
expanding reach of 5G.
“Even though 5G systems are not

ready for every operator in every
country at the moment, most of the
handsets that will be launched this year
will be 5G-enabled,” Tsao says. “Many
market research institutes are forecasting very positive growth of 5% to
7% for the semiconductor industry for
the coming year, and 5G will be a major
driver of that growth.”

SEMI聚力 引領全球智慧革命

2

020年一開 ，世界各國都面臨
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無 機 和 戰。這
自
、新 通訊
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Yushan: The Roof of Northeast Asia

W

hen the Japanese conducted
the first comprehensive
topographical survey of
Taiwan, shortly after seizing control of
the island in 1895, they were stunned
to discover that their new colony had at
least three mountains higher than their
own beloved Mount Fuji. The island’s
tallest point was given the Japanese
name Niitakayama (“New Highest Mountain”), and in 1904 it was
recorded as being 3,945 meters high.
Half a century later, the U.S. military
estimated the height as 3,997 meters.
By then, Taiwan was ruled by Chiang
Kai-shek’s Chinese Nationalists, who
renamed the mountain Yushan (“Jade
Mountain” or “Mount Jade”).
The most recent official measurement of Yushan’s height is 3,952.43
meters (12,967 feet). Although it is the
tallest mountain in northeast Asia, any
fit individual with suitable clothing and
footwear can reach the summit. Technical climbing skills are not required, but
planning well ahead is essential.
Trekking to the top of Yushan in
time for the sunrise has become a rite of
passage for many Taiwanese. To protect
the area’s fragile ecology, however, the
number of people allowed on the mountain each day is strictly controlled.
Usually permits must be applied
for weeks in advance. These can be
46
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obtained via Yushan National Park’s
website (www.ysnp.gov.tw), or with
the help of one of Taiwan’s specialist hiking-tour companies, who can
also help book beds and meals at the
Dongpu and Paiyun Lodges.
The Dongpu Lodge, located close to
the highway at Tataka, is used by both
hardcore alpinists and tourists exploring the mountains by car, motorcycle,
or bus. Paiyun Lodge, 3,402 meters
above sea level on the trail to Yushan’s
main peak, is where hikers sleep before
making their predawn push for the top,
using flashlights where the trail switchbacks through thick forests. Very often,
moonlight illuminates the final scram-

ble over frigid rocks. When conditions
are good, the reward for all this exertion is a breathtaking set of glorious
panoramas.
I f t h e a s c e n t o f Ta i w a n ’s h i g h est mountain sounds too daunting,
instead devote a few hours to exploring the trails around Tataka. There is
no permanent human settlement here,
some 2,610 meters above sea level,
but meals and hot drinks are available
inside the Tataka Visitor Center.
Bird and butterfly enthusiasts will
want to look at the exhibitions inside
the center, while the botanically inclined
will enjoy reading the information
about high-altitude trees and plants.
One of the most fascinating examples is
Formosan pieris, an endemic evergreen
shrub. Until a generation or two ago,
indigenous people living in Taiwan’s
highlands used to mash up its leaves to
make an organic pesticide.
Visitors wanting a less strenuous
workout than Yushan can make for
the top of Mount Lulin (2,845 meters),
Mount Linzhi (2,854 meters), or Mount
Dongpu (2,782 meters). In terms of
views of Yushan, the last of these three
peaks offers the best return on time and
energy invested.
The majority of those visiting
Tataka or tackling Yushan approach
via Alishan. A leading tourist attrac-
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tion since the Japanese colonial era,
Alishan National Forest Recreation
Area is also the terminus of the Alishan
Forest Railway, one of the world’s most
remarkable railroads. The 71.4-kilometer-long line climbs from 30 meters
above sea level to an altitude of 2,216
meters. For detailed information about
the Alishan region – including the forest
railway’s schedule – go to the website
of the Alishan National Scenic Area
Administration (www.ali-nsa.net/en).
There are plenty of eating and
accommodation options in and around
the recreation area, and several buses
per day connect it with Chiayi City
and the Chiayi High-Speed Railway
Station. In addition, bus route No.
6739 links Alishan with Sun Moon
Lake via Tataka and the intensely
scenic New Central Cross-Island
Highway. Seats on this bus should be
booked in advance; English-language
information about the route can be
found online (https://www.sunmoonlake.gov.tw/Uploads/Line05-en.pdf)..

approximately 600 meters. Arranging
to be dropped at the northern entrance
and collected later in the day from the
southern trailhead makes for an ideal
ramble through the woods.
The Tefuye trail is historic in that
it was once part of a network of footp a t h s t h a t c o n n e c t e d t h e r e g i o n ’s
communities long before roads crisscrossed the hills. The trail takes its
name from Tefuye Village, a bastion of
the Tsou ethnic group.
The Tsou tribe now numbers around
6,700 p e r s o n s . Ts o u f a m i l i e s l i v e
throughout Greater Alishan, and many
of them work in the tourist industry.
For the most part, the Tsou dress like
Taiwan’s Han majority, and use of the
Tsou language is declining. Only during
their exuberant tribal festivals does their
distinctive identity become obvious.
The uplands north, south, and east
of Yushan are the traditional stomping ground of another of Taiwan’s 16
Austronesian tribes, the 60,000-strong
Bunun people. Unlike some of the country’s other indigenous groups, their
society is patrilineal.
Until recently, the Bunun lived by
hunting and gathering rather than agriculture, a way of life reflected in the
annual Ear-Shooting Festival. Known
as mala-ta-ngia in the tribe’s language,

and held in late April or early May, it is
an opportunity for Bunun men to show
off their archery skills by aiming for an
animal’s ear nailed to a post.
Christianity became the principal
religion in Taiwan’s indigenous communities more than half a century ago, yet
the Ear-Shooting Festival includes rites
that express ancient animist beliefs. The
gathering is also an occasion for feasting. Home-cooked dishes and millet
wine are consumed.
Certain Bunun culinary traditions
are likely to surprise Western visitors.
For example, the Bunun are fond of
raw flying-squirrel intestines pickled in
rice wine. More palatable to outsiders,
perhaps, is the so-called “lovers’ soup.”
It is believed that a couple that shares
a serving of this dish – which combines
Chinese yam (representing the man) and
papaya (for the woman) – is destined to
grow ever closer.
Whether you travel to Taiwan with
your significant other, a good friend,
or by yourself, you are sure to leave
with a treasure trove of fond memories. For all kinds of travel information
a b o u t Ta i w a n , v i s i t t h e To u r i s m
Bureau’s website (www.taiwan.net.tw),
or call the 24-hour tourist information
hotline 0800-011-765 (toll free within
Taiwan).

MALA-TA-NGIA

About nine kilometers along the
highway from Alishan to Tataka, tourists often stop at Zizhong to take in the
view and use the bathroom. Many also
stretch their legs on the Tefuye Historic
Trail. This 6.32-kilometer-long path
cuts through temperate woodlands
between Alishan and Yushan National
Park, and offers one of the region’s
finest hiking experiences.
Because getting to either trailhead
by public transportation is impractical, some mountain enthusiasts park
at Zizhong, hike downhill to the path’s
southern terminus, then retrace their
steps. Only the fittest individuals should
attempt this, however, as it involves
first descending and then climbing

ALISHAN FOREST RAILWAY

TAIWAN BUSINESS TOPICS • MARCH 2020

3 ST.indd 47

47

2020/3/6 上午10:19

SEMI_ADs_210x286mm_OUT.pdf 1 2020/2/27 下午3:49

C

M

Y

CM

MY

CY

CMY

K

