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Abstract

Regional Comprehensive Economic Partnership (RCEP) agreement is an important
milestone in East Asian regional integration, combining several ASEAN-Plus-One
agreements with China, South Korea, Japan, New Zealand, Australia and, presumably,
India which intended to strengthen regional industrial supply chains. However, is the
regional integration per se or regional supply chain really so beneficial to countries in

the area? Over the years Taiwan, as one of the earliest emerging East Asian tigers,



has been actively involved in regional production networks which had benefited to
its businesses tremendously, but also revealed a crucial problem of skill shortages in
industries within the country as we had witnessed a stall in real wages of domestic
labors as well as deterioration of its terms of trade. We, therefore, cannot help to
wonder if the RCEP or other regional integration schemes are just some myths.
Maybe we should seriously reexamine the potential crisis in nowadays capitalism, as
exposed in Brexit for an apparent example, which could be of prominently harmful
implications for the future of Taiwan or even the whole region. This paper tries to ex-
plore, from the perspective of global trade and investment patterns caused by pro-
duction fragmentation, how transnational enterprises, through RCEP and other re-
gional production division strategies, have brought impacts and influences on Tai-
wan. It is meant to clarify a popular myth imbued in RCEP and other regional integra-
tion schemes on one hand, and to point out crucial conundrum in current industrial
development in Taiwan on the other hand, so as to provide some foods for thought

for further studies.
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1 Jagdish N. Bhagwati, “U.S. Trade Policy: The Infatuation with Free Trade Areas,” in Jagdish Bhagwati
and Anne O. Krueger, The Dangerous Drift to Preferential Trade Agreements (The AEI Press, 1995), pp.
1-18; L2 H Richard Baldwin, “Managing the Noodle Bowl: The Fragility of East Asian Regionalism,”
Singapore Economic Review, 53(3) (February 2008), pp. 449-78.
2 Prahbat Patnaik, “The Protracted Crisis of Capitalism,” IDEAs, August 31, 2020 (https://www.net-
workideas.org/news-analysis/2020/08/the-protracted-crisis-of-capitalism/).
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3 BE41H Sven W. Arndt and Henryk Kierzkowski, “Introduction”, in Sven W. Arndt and Henryk Kierz-
kowski (eds.), Fragmentation: New Production Patterns in the World Economy (New York: Oxford Uni-
versity Press, 2001), pp. 1-16.
f BRIR R EENY 5 HVE B Herbert G. Grubel, Intra-Industry Trade: The Theory and Measure-
ment of International Trade in Differentiated Products (Wiley, 1975).
5 Peter CY. Chow, “Trade-Investment Nexus and Intra-Industry Trade,” Chapter 7 in Peter CY. Chow,
Trade and Industrial Development in East Asia: Catching Up or Falling Behind (Cheltenham, UK:
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Edward Elgar, 2012).

6 Anthony Bende-Nabende et al., “The Interaction between FDI, Output and the Spillover Variables:

Co-integration and VAR Analyses for APEC, 1965-1999,” Applied Economics Letters, Vol. 10 (2003), pp.

165-72.

7 H Andrew B. Bernard et al., “Intra-Firm Trade and Product Contractibility (Long Version)”, NBER

Working Paper 15881 (April 2010); Maha Liviu et al., “Intra-Firm Trade and Globalization,” Rivista Eco-

nomicd, No. 3 (50), Vol. 1/2010, pp. 311-16. 55 RLEIELE ~ MREREH - (H AR HE S8t 2 it
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8 N.A. Phelps and J. Alde, Foreign Direct Investment and the Global Economy (Seaford, UK: Regional

Studies Association, n.d.), p. 14; #5[E Maha et al., “Intra-Firm Trade and Globalization,” p. 313.

° Bernard et al., “Intra-Firm Trade and Product Contractibility”, p. 5.
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H)( http://www.cnfi.org.tw/front/bin/ptdetail.phtm|?Part=magazine10805-590-2, 2020 4 3 H 10 H
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12 Andrew B. Liu, “Production, Circulation, and Accumulation: The Historiographies of Capitalism in

China and South Asia,” Journal of Asian Studies, 78 (November 2019), pp. 767-88.

13 Paul M. Romer, “Increasing Returns and Long-Run Growth,” Journal of Political Economy, 94(5) (Oc-

tober 1986), pp. 1002-37; Paul M. Romer, “The Origins of Endogenous Growth,” Journal of Economic
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14 Kaoru Sugihara, “The Second Noel Butlin Lecture: Labour-Intensive Industrialization in Global His-
tory,” Australian Economic History Review, 47(2) (2007), pp. 121-54.
15 BE4E Lori G. Kletzer, “The Role of Sector-Specific Skills in Post Displacement Earnings,” Industrial
Relations: A Journal of Economy and Society, 35 (October 1996), pp. 473-90.
16 Wassily Leontief, “Domestic Production and Foreign Trade: The American Capital Position Re-Exam-
ined,” Proceedings of the American Philosophical Society, 97(4) (1953), pp. 332-49.
17 Robert E. Baldwin, “Determinants of the Commodity Structure of U.S. Trade,” American Economic
Review, 61(1) (1971), pp. 126-46.
18 B4 H Paul Krugman, “Technology, Trade, and Factor Prices,” Journal of International Economics,
50(1) (2000), 51-71.
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2 EROBEIET S EIMEEN GG 2 G - RE B g H L et L B &8s R THYE S
R B s togfleT » MM REE G E MR TSR E - METEHAEBENIRITEEES -
3 BHFANEET, » B H, Apirat Petchsiri, Alfred Kellerman, Charit Tingsabadh and Pornsan Watananguhn,
eds., Strengthening ASEAN Integration: Lessons from the EU's Rule of Law. (Bangkok: Chulalongkorn
University's Interdisciplinary Department of European Studies, the Center for European Studies, and
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59 = H WTO, “Information Technology Agreement—an explanation” (https://www.wto.org/eng-

lish/tratop_e/inftec_e/itaintro_e.htm, 2016 £ 5 H 10 HHEHY) -

0 RSO - (MEOIESE © IR—AEAVPRERBLET I EERE 2 B ) (B0 © BRgIARtL - 2015) -
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o ROnlERI R R S RIEREEANTRIE ? B S E S R AR
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ZT > GEBHARRE R EEGER o QFIFTIT - %Eﬁ@ﬂ?’&AZ REBL S Y
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o ZORE - (FOEREEIESE)
62 “Taiwan Terms of Trade”, Tradingeconomics.com (https://tradingeconomics.com/taiwan/terms-of-
trade, 2020/3/25 EHY) -
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ERRJE © "Taiwan Terms of Trade, 1981-2020 data”, tradingeconomics.com.

Carlos Hallak and Schott 7 %[5 3} & HH 1Y B B {E (unit value) @17 T —{[& H
i'E FE 1 (export quality index) » 72 T EEE—EIE MM T G BRSO HE & H
ZEEITRHE o WELESR > R EE S T ER— AR 2 > Bl SRS
bR R RS - AFRrH S E S o SAIpt st R A 5 17—
%5(1989-2003) - {HzEE 1] AT — (@ RIARVESES - (ER ZnDIET] > 678
A H B HEAE 1989 4Ry 15 4 3E] T 2003 451 22 4(4E 35 43 {EE]ZR) -
S - BMEFHMER GRS - BT HAZS  SEFEREERAIE

o THAGE S KPR 42 %4 EFHEE 7 % 0 JEEREEWR 41 4 EFFEEE 18 44
FEREAE 21 4 EFFEIEE 11 % > T 2 27 S EAEIE 2 44 o Al
REEFFEIRES 7€ 35 B MR 37 %4 -

R HOmBEHEAFTARESR)
HE HtE
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ot 2 3 -4 083 075 0.5 055 -0.28
[ 3 5 7 9 -6 077 066 054 041 -0.36
Eeni | 4 4 3 3 1 067 067 067 0.67 0.00
FERF 5 6 8 8 -3 066 059 051 042 -0.24
EE 6 8 9 10 -4 063 054 044 034 -0.29
HA 7 9 10 12 -5 057 047 033 020 -0.38

63 Juan Carlos Hallak and Peter K. Schott, “Estimating Cross-Country Differences in Product Quality,”
Quarterly Journal of Economics, 126(1) (2011), pp. 417-74. {FFE 40 BAF5EHZ2AY S ERE » &
T o AR I A E 2L M B E Y - B2 R, Steven T. Berry, “Estimating Discrete Choice
Models of Product Differentiation”, RAND Journal of Economics, 25(2) (Summer, 1994), pp. 242-62;
Mark Bils, “Measuring the Growth from Better and Better Goods,” NBER Working Paper No. 10606
(2004).
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[ 21 15 14 11 10 0.17 0.19 021 0.23 0.06
b 27 14 4 2 25 -0.19 019 066 1.13 1.31
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e 37 33 28 23 14  -0.59 -0.45 -0.27 -0.09 0.50
ZEEH 39 41 39 32 7 068 -059 -0.48 -0.37 0.31
JEEE 41 39 27 18 23 074 -052 -0.24 -0.04 0.78
=Y itk 42 34 21 7 35 -0.83 -046 001 047 1.31

* The number of countries evaluated is 43 -

Source: Carlos Hallak and Schott, “Estimating Cross-Country Differences in Product Quality,” Table IV.
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ERIFE ¢ ”China: Terms of Trade,” GlobalEconomy.com (https://www.theglobalecon-
omy.com/China/Terms_of trade/, 2020/3/25 #EEHY) -
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il o FIEHY WER(HHE SRR St = ER55F JTRPEL R4 AE 2005 S8 RS 1t o b
2004 £ R T —% 0 SR 2007 FFEEAVES 13 44 0 _EFFE 2009 £ 17 £
2% 2018 FHI ETFE 12 4 - OIS > T EIHIRFEEFRAAITE 2005 547 49
4 EFHE] 2015 Y 28 o BTG RIfE 31 4 EFHE] 20 #4 - Fri AIGESS
6 LRI ES 2 4 o YRFSLIGE B HE KRR Z SR LR - 5 RERK
R EEEEAEFHTNE ZBHE -

ENETENEEATEE T B2ER ) (immiserizing growth)AYfRER - S RIS
T2 LA IR b oy BV FEBH SR 5 - [N Ry it e an OB EAS RE KB - AL
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64 Bih-Jane Liu et al., “A Study on the Determinants of Taiwan’s Wage Stagnation,”
(http://www.cppl.ntu.edu.tw/research/enresearch/summary/CPPL10301ensummary.pdf, 2020/3/25
fHHEL) -
85 WEF, Global Competitiveness Report 2004/2005 (http://www.iesein-
sight.com/casos/study_0035.pdf, 2017/6/17 $HHY) -
6 “Taiwan Competitiveness Rank, 2007-2019 data,” tradingeconomics.com (https://tradingeconom-
ics.com/taiwan/competitiveness-rank, 2020/3/25 $gHY) -
57 \WEF, The Global Competitiveness Report 2014/2015 (http://www3.weforum.org/docs/WEF_Global-
CompetitivenessReport_2014-15.pdf, 2017/6/17 HEEY) -
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FA9E WEF IV BKEE 2 SJ5FLEE > o DU — 2w - &8 2019 FEAE 25K
i JHVEEFERA Ry 12 0 NABWIEIRES TG HIETEL - B TAE A 1R i (skills of
current workforce)(UHER R B 24 - FiplEAFEIVE > B EE L (B HER]
RE)IHRE4H A (skillset of graduates) 2 FEF4 R E 59 - E(EHH H T2 EEBEE
FRriAvEsaE - MRS e F M E2A B2 55 T 2 ROl /r & E P R VAR
% &8 TRE R 7 IRHMEEEERS 4.2 0 77805 53.8 » [RINZIAHERE—HYEG
+27 81.7 49 28 43 ° AR TAE A F7H5 G (skills of future workforce)#yHESL B

39 » H B R AYHE A E = (critical thinking in teachings)tr HHFEIZE 54 44 - 78
FEHER SR — SR T =+ 2Rk =) - ©

R= QBRI FE IR

PR E RPLEE &0 PER1M RERERE
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BB TAEAD (0-100) - 71.6 ¢ 24 Bt

8 Tl B R — AT (general equilibrium) BYEEET J7 2EEE Ry Bl 73 29t (partial equilibrium)y
R BEWEFFA G PR mAIER] - NERSE AR o BRSO R - NimeE 5%
s~ H oW E S0 E SRR - BE R — AR A RS R HE - ZEm
24 R R EF A THVIE DR « TEEMEERNZ T » BB E 8 S5 245 E EZ W iR
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FLAR S TR RS » A A BT EIEFZR LAY 7 15 2 Ry IR E A ER o 9 By /e
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59 WEF, The Global Competitiveness Report 2019 (http://www3.weforum.org/docs/WEF_TheGlobal-
CompetitivenessReport2019.pdf).
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6.09 WIEHE 2 ARl (ELH) 12.1 94.6 = 27 S (5)

ERIAE © WEF, The Global Competitiveness Report 2019.
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7Y \WEF, The Global Competitiveness Report 2019, p. 220.
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77 James M. Cypher, “Mexico since NAFTA: Elite Delusions and the Reality of Decline,” New Labor Fo-
rum, 20(3) (Fall 2011), pp. 61-69.
78 David Floyd, “NAFTA’s Winners and Losers,” Investopedia, November 27, 2019 (https://www.in-
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October 10, 1995.
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81 Cypher, “Mexico since NAFTA.”
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