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The study on the indigenous development in the defense and

rolling-stock industries and privatization of SOEs

Abstract

Privatization has become a world-wide trend since the early 1980s. However, there
are concerns on national security and public interests when the privatization is
considered and promoted in the defense and rolling stock manufacturing industries. The
argument is centered on the scope of privatization and the linkage between private
participation and industrial independence.

This study is aimed to establish the linkage between privatization and the
indigenous development of defense and rolling stock manufacturing industries through
identifying the core competencies and resources available in the state-owned enterprises.
The conclusions will be referred to the policy-making in privatization and industrial
development.

The recommendations generated from this study are as follows:

1. With the conditions of indigenous development of targeted industries (aerospace,
shipbuilding and rolling stock industries), medium-optimistic goal and pessimistic goal
are relatively feasible and consistent with privatization policy currently promoted by the
government.

2. Government should be more determined to promote privatization, relieving
SOEs of unnecessary legal restrictions and political interference and introducing private
capital and concept of flexibility and responsiveness.

3. Managerial perspective: the targeted SOEs in this study ought to strengthen their
positions in the civil market through improving management, which lead to the basis of
indigenous development of defense industries in the future.

4. Technological R&D: the targeted firms should undertake R&D of system
products through initiating or joining the industry/research/academia technological
cooperation with the grant of MOEA/STP program.

5. Government procurement of system products in the targeted industries should be
as clear and predictable as possible so as to reduce the risk of transaction-specific
investment in the business sector.

6. The executive level of joint-ministerial ad hoc task force should be higher and
the demand-side ministries (such as the MOND and the MOTC) should be put in charge

of indigenous development of the defense and rolling stock industries.
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