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Abstract

Since the 2010s, Taiwanese firms in China have encountered
several difficulties. Policy changes by the Chinese government, such
as investigations into transfer pricing and the dispute over five social
insurance and housing funds, had a significant impact on Taiwanese
firms, leading to what Taiwanese media have described as “hunting
Taiwanese businesspeople.” The U.S.-China trade war that began in
2018 has also increased tariffs for Taiwanese firms and reports of
Taiwanese firms’ retreat from China have become common. Based on
fieldworks conducted in 2015 and 2023 on Taiwanese firms in southern
Hunan, this paper argues that the high-impact Chinese government’s
policy changes in 2010s — more specifically those implemented after
the start of the trade war — appear to have become a manageable
risk for most Taiwanese firms due to various supplementary policies
aimed at mitigating the shock. Although many Taiwanese firms move
production lines out of China since 2018, for most of them it is part

of a diversification of location rather than a complete retreat. Further
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fieldwork in the summer of 2023 reveals that many Taiwanese firms in
China have simultaneously built new factories in other countries while

expanding existing factories in China.

Keywords: Taiwanese Firms, Industrial Transfer Policy, Five Social
Insurances and Housing Fund, Transfer Pricing, U.S.-
China Trade War
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