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Increased foreign worker ratio will spur industrial
development

The government has decided to increase the ratio of foreign workers
that industrial enterprises are allowed to hire, a move that will help meet
the needs of industrial development, fill the shortage of industrial labor in
Taiwan, and further stimulate investment. The hiring ratio for foreign workers
will be boosted for nine industries, by up to 15% of their total workforce, after
payment of an additional employment stabilization fee. Preferential measures
will also be offered for returning overseas Taiwanese investors and for new
projects in order to encourage enterprises to expand their investment in

Taiwan.

Under Taiwan's current law governing the hiring of foreign workers, the
so-called "3K" industries (this is adopted from the Japanese kitsui, kitanai, and
kiken industries; in English it would be "3D," or difficult, dirty, and dangerous)
are allowed to employ foreign workers, on a graded five-ratio system of 10%,
15%,20%, 25%, and 35% (and so is termed the "3K5" system), for jobs that
local citizens are unwilling to take. In free trade zones, the ratio is up to 40%.

The Council of Labor Affairs (CLA) wants to increase the hiring quotas
in response to changes in the domestic operating environment. For plastic
safety helmet manufacturing, cleaning product manufacturing, and cosmetics
manufacturing, the quota for foreign workers will be 20%, 15%, and 15%,
respectively; for garment and accessory manufacturing, luggage and hand-
carry bag manufacturing, and chilled and frozen meat manufacturing, the ratio
will be raised from 20% to 25%; for printed circuit board manufacturing and
semiconductor packaging and testing, the ratio will be heighted from 10% to
15%; and for bicycle parts manufacturing the figure will be boosted from 15%
to 20%.



The CLA indicates that in addition to the nine industries mentioned above,
enterprises in other industries that need to hire more foreign workers may
do so, up to an additional ratio of 15%, so long as they pay the employment
stabilization fee for each one. Under the existing system, the employment
stabilization fee for each foreign worker is about NT$2,000; for an enterprises
that wants to hire an additional 1%-5%, 6%-10%, or 11%-15% foreign workers,
the employment stabilization fee for each worker will be NT$3,000, NT$5,000,
or NT$7,000, respectively.

Overseas Taiwanese companies that return to invest in Taiwan or initiate
new investment projects on the island will be offered even better foreign
worker quotas. Taiwanese enterprises that have invested in mainland China
for at least two years, that conform to the required conditions, and that are
approved by the Ministry of Economic Affairs will be given an additional
foreign-worker quota of 15% or 20%. If a transnational Taiwanese company
sets up an R&D center or operations headquarters in Taiwan, it will be given
an additional quota of 15%; a Taiwanese enterprise that has its own brand
and markets at least 50% of its products internationally, that is one of the top
five suppliers in an international supply chain or is evaluated as holding a key
position in a supply chain, or that operates in an industry that produces high-
value-added products or key parts and components will be given an additional
quota of 20%, up to a maximum total ratio of 40%.

The Executive Yuan adds that the threshold for investment by the
Taiwanese companies described above will be NT$500 million for high-tech
companies and NT$100 million for other enterprises, and they will be required
to create jobs for at least 100 domestic workers within one year. Companies
meeting the above conditions that return to invest in Taiwan will be offered
a five-year holiday from the payment of the employment stabilization fee in

addition to enjoying additional foreign-worker quotas.
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New domestic investment projects that conform to the 3K5 system will
be able to add an extra foreign-worker quota of 5%, and traditional industries
that invest NT$100 million or more, and high-tech industries that invest
NT$500 million or more, will be allowed to add 10% to their foreign-worker
quotas up to a maximum of 40%. They will also be exempt from payment of
the employment stabilization fee for three years, after which they will revert to

payment of the fee as required by current law.

The Executive Yuan estimates that new domestic investment projects
and investment projects implemented by returning overseas Taiwanese
enterprises will together receive an additional quota of 80,000 foreign workers
and will add 120,000 jobs for domestic workers. The CLA reports that Article
46, Paragraph 1 of the Employment Services Act is now being amended to
provide for the additional foreign-worker quotas, and the relaxation is projected
to be implemented at the end of this year. Applications for additional quotas
will have to be submitted by December 31, 2014.

Model universities to cultivate academic-industry talent

The Ministry of Education (MOE) has mapped out a four-year "Model
Science and Technology University Development Program" (tentative
translation) to fill the gap between industry and education and help domestic
manpower development conform to the needs of industry. An estimated eight
to 12 science and technology universities throughout Taiwan will be chosen
and guided in building up an industrial innovation and R&D environment, and
cultivating made-to-order talent.

In March this year the MOE inaugurated a model university trial operation
involving six schools: the National Taipei University of Technology, National
Yunlin University of Science and Technology, Southern Taiwan University
of Science and Technology, National Taiwan University of Science and
Technology, National Pingtung University of Science and Technology, and



National Kaohsiung University of Applied Sciences. Two other schools, Cheng
Shiu University and Lunghwa University of Scienceand Technology, are being

assisted in establishing academic-industry R&D centers.

The National Taipei University of Technology is emulating the Swiss
apprentice system by carrying out an industry-academic human resources
development plan, and has signed an apprentice program agreement with
the SHL Group of Hong Kong to help students gain practical skills that meet
the needs of the job market. The National Taiwan University of Science and
Technology has set up an Innovative Motion Sensing Applications Laboratory
together with the ASUS computer company in a bid for the US$11.8 billion
worth of business opportunities offered by the motion sensing industry.
The Southern Taiwan University of Science and Technology is developing
"interactive multimedia entertainment facilities" technology, cultivating
interactive multimedia talent, and negotiating with prominent movie companies
for school-industry cooperation and technology transfer in special effects
production. The National Pingtung University of Science and Technology is
promoting internships abroad for its students, and has signed agreements with
almost 100 overseas institutions for the provision of internships; it has also
established an integrated interdisciplinary school-industry platform, through
which its veterinary department has already boosted the production value of

fowl vaccine by about NT$290 million.

To extend and expand the effects of its plan's implementation, the
MOE will seek an infusion of funds from the government's infrastructure and
technology projects with the aim of helping eight to 12 science and technology
universities integrate teaching, intellectual property, and industrial resources in
their areas and become model science and technology universities within the

next four years.

The MOE indicates that in addition to helping schools strengthen their
internship programs, set up industrial colleges together with enterprises, and
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establish human resources development programs, the Model Science and
Technology University Development Program will also reinforce university-
industry cooperation and bring about a seamless linkage between the two
through the building or rebuilding of multifunctional practical training factories,
trial mass production centers for R&D results, product design centers,
university-industry operations centers, innovation incubators, and simulation

facilities for specified production lines.

Taiwan added to U.S. visa-waiver list

Beginning on November 1, 2012, holders of new ROC passports
containing IC chips who have household registrations in Taiwan, Penghu,
Kinmen, or Matsu and national ID cards may visit the United States visa-
free for up to 90 days for business or tourism purposes. All they have to do
is go online and obtain permission from the Electronic System for Travel
Authorization (ESTA) before traveling.

The U.S. Department of Homeland Security announced at the first of
October that Taiwan would be added to the visa-waiver program and become
the 37th country afforded visa-free treatment there. The spokesperson
for Taiwan's Ministry of Foreign Affairs, Steve Hsia, said that the greatest
significance of this move is its reflection of increased bilateral trust and the

confidence of the U.S. in the progress that the Taiwanese people have made.

In addition to filling out complicated forms online, in the past Taiwanese
citizens wishing to visit the U.S. for short-term tourism or business purposes
had to go to the American Institute in Taiwan (AIT) for an interview. The whole
process could take several weeks. Now, all they need do is spend a few
minutes completing the ESTA procedure online.

The AIT notes that applicants for online authorization to visit the U.S.

will receive one of three replies: approved, pending, or disapproved. If an



application is disapproved, the applicant will have to apply personally at AIT.
In general, however, applications will be approved unless the applicant has

previously overstayed a visa, has a criminal record, or some similar issue.

Travelers who want to stay in the U.S. for longer than 90 days, take up
employment there (including news media workers, au pairs, student interns,
etc.), attend school (F visas), participate inexchange-visitor programs (J visas),

or immigrate still have to apply for their visas personally at AIT.

Foreign Minister David Lin noted that visa free entry into the U.S. for ROC
citizens will bring great benefits and further upgrade bilateral economic, travel,
educational, and cultural exchanges between the two countries.

In response to the American government's affording of 90-day visa-
free treatment to ROC citizens, the Taiwan government has extended the
maximum period of visa-free stay in Taiwan for U.S. citizens from 30 to 90
days, also effective November 1.

Deregulation Progress

Rules eased for overseas business of securities firms

The Financial Supervisory Commission (FSC) has relaxed the rules for
proprietary trading in foreign securities by securities dealers. Restrictions
on both the scope and amount of investment by securities dealers in foreign
securities have been loosened, and the minimum credit rating for foreign
government bonds, other foreign bonds, and securitized products bought and
sold on behalf of professional investors has been lowered to BB.

In its recent revision of the regulations, the FSC eliminated the restriction
on proprietary trading in foreign securities by securities dealers to 11 countries
and 18 exchanges, and expanded the scope of permitted trading to include
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emerging markets in which securities dealers are interested, such as Vietnam
and Thailand, but not mainland China.

In addition, for dealers investing in debt instruments and over-the-
counter hedging, the minimum credit rating of the counterparts involved has
been lowered from BBB to BB. At the same time, securities dealers may now
engage in the proprietary purchase and sale of securities (including ordinary
corporate bonds)—such as renminbi bonds—overseas issued by Taiwan

enterprises.

The total amount of investment by securities dealers in foreign securities
and hedging derivatives, which was originally set at between 2% and 10% of
the net value of the dealers depending on credit rating, has been raised to
30% of net value. This will boost the total amount of overseas investment by
all qualified securities dealers from the original NT$30 billion to an estimated
NT$98.4 billion.

The FSC notes that the positions held by participating dealers in offshore
exchange traded funds (ETFs) or ETFs with overseas components can be
included in the dealers' offshore hedging quotas.

The FSC has also expanded the scope of business carried out
by securities dealers on behalf of professional investors to include the
consignment (or re-consignment) trading of overseas securities without regard

to the sovereign credit ratings of the countries involved.

The minimum credit rating for securities that securities dealers are
allowed to trade on consignment for professional investors, such as foreign
central government bonds, other foreign bonds, and securitized products, has
also been lowered from BBB to BB.



Relaxed conditions for hiring of domestic helpers

The Council of Labor Affairs (CLA) plans to make the Taiwan environment
more friendly to foreign professionals by relaxing the rules so that foreigners
who have a salary of at least NT$150,000 a month or NT$2 million a year, and
who have employed a foreign domestic helper for at least one year overseas,

to hire a foreign domestic helper in Taiwan.

The CLA estimates that this measure, which it expects to implement
at the end of this year or in early 2013, will benefit approximately 2,400
foreigners working in Taiwan.

Under the current law, foreigners working in Taiwan must have salaries
of at least NT$250,000 per month or NT$3 million per year before they are
eligible to hire a foreign domestic helper, and may only employ a home help
from Malaysia, Indonesia, Vietham, Thailand or Mongolia.

The CLA explains that if an eligible foreign white-collar worker is unable
to recruit a suitable foreign domestic helper within the announcement period,
the worker can apply to bring his or her previous foreign domestic helper to

Taiwan.

Faster examination provided for Chinese investments in
Taiwan

Under a new simplification by the Ministry of Economic Affairs (MOEA)
of examination procedures for mainland Chinese investments in Taiwan,
examination of Chinese investments of under NT$80 million that are not
sensitive in nature will be completed in just one to two weeks. This is a vast
improvement over the one month that was required in the past.
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According to statistics compiled by the MOEA's Investment Commission,
approved Chinese investment in Taiwan from June of 2009 (when such
investment was first allowed) to the end of August this year amounted to 294
cases, about 90% of which involved amounts under NT$80 million.

According to the MOEA, the Investment Commission calls a meeting of
related ministries and commissions in the latter part of each month to examine
investment cases, and in the past Chinese projects involving even a small
amount of investment could not be implemented until they were approved by
the commission. After the recent change, the Investment Commission will be
able to decide internally on cases involving less than NT$80 million of Chinese
investment, thus speeding up the progress of such investment projects.

The MOEA indicates that with the exception of highly sensitive industries,
such as publishing, news media, personal databases, finance, silicon
wafers, display panels, and Type Il telecommunications, the examination of
Chinese applications for the investment of under NT$80 million in Taiwan will
be completed within one to two weeks unless the agency in charge of the
industries concerned expresses reservations.

International Ranking

Taiwan soars in "Doing Business" rankings

According to the World Bank's "Doing Business 2013" report, Taiwan's
"Ease of Doing Business" ranking has jumped from 16th to 9th place among
the 185 economies covered. This is Taiwan's best showing ever, putting it

ahead of Canada, Germany, and Japan.

The "Ease of Doing Business" ranking is based primarily on evaluation of
how conducive the regulatory environment is to the starting and operation of
a local company. In the latest ranking, Taiwan has made substantial progress



in three of the 10 subindexes used; the biggest advance—of 67 places—
was made in the "dealing with construction permits" subindex, followed by
47 places in the "protecting investors" subindex and 10 places in the "paying
taxes" subindex. Taiwan also advanced four places in the "trading across
borders" subindex.

The World Bank's report pointed out that Taiwan's improvements in
business convenience includes the simplification of application procedures for
construction permits, with one-stop service making application vastly easier.
This improvement boosted Taiwan from 76th place to 9th place in the "dealing
with construction permits" subindex. Taiwan's implementation of regulations
to improve investor protection last year, and its addition of rules on insider
trading helped to raise the island's global ranking in the "protecting investors"
subindex from 79th place to 32nd.

Taiwan also did well in other subindexes: "getting electricity," with a
ranking of 6th; "resolving insolvency," 15th; "starting a business," 16th; and
"trading across borders," 23rd.

The Council for Economic Planning and Development says that it
will work with other ministries and commissions to bring about further
improvements in the future. Its primary objectives are to complete the
installation of a single window for trade, introduce a minority shareholder
remedies system, map out the establishment of a specialized commercial
court to simplify litigation procedures, and develop a personal property security
system in 2013. @
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