
Title: Doing Business with a High-Tech Focus in Japan, China, Hong Kong, and 
Taiwan 

By:  Dachang Cong 

Date: June 1999 

Abstract: 

Introduces the economic conditions and high-tech research and development 
scenarios in post-crisis Asia. Explores challenges and opportunities for American high-
tech industries. Discusses issues related to doing business with the Japanese and 
Chinese, including understanding management and the need for better cross-cultural 
training. 

Keywords: management; high tech; research and development; training; Japan; China; 
Hong Kong; Taiwan 

IC² Institute Working Paper WP-1999-06-01 

© IC² Institute, The University of Texas at 

Austin http://ic2.utexas.edu 

(KY) 



Doing Business 
with a High-Tech Focus in 

Japan, China, Hong Kong, and Taiwan

by

Dachang Cong 
Interdisciplinary Studies Program 

University of Texas at Dallas

IC2 Institute -  JIMT Series Working Paper 
June 1999

Japan Industry and Management of Technology (JIMT) Program
IC2 Institute 

The University of Texas at Austin 
2815 San Gabriel 

Austin, TX 78705

Working paper # 98-06-01



Good evening, ladies and gentlemen. I feel greatly honored to have such a distinguished 
audience, On July 1, 1997, Hong Kong was returned to China. The next day, Thailand was 
forced to let its currency float. It has been over a year now. However, the great crisis has not 
ended. Economic difficulty has deeply troubled a number of Asian countries and sent shock 
waves over the rest of the world. Japan, once regarded as an almighty economic power, is now 
in recession. And the fast-growing Chinese economy will definitely slow down its pace. 
Nevertheless, I strongly believe that in the early 21st century, Japan and Greater China, as two 
cores of the Asia Pacific region, will rise again. I have observed that many East Asian leaders 
are determined to embrace the knowledge economy as a key to cultivate their competitive 
advantages.

It is my belief that there are still many business opportunities in Asia. And it is by no means 
too early to plan business development for post-crisis Asia. My topic for this evening is doing 
business with a high-tech focus in Japan, China, Hong Kong, and Taiwan. I will introduce the 
economic conditions and high-tech scenarios of Japan, China, Hong Kong, and Taiwan. Then, I 
will explore the challenges and opportunities for American high-tech industries. To conclude my 
talk, I will discuss issues related to doing business with the Japanese and Chinese.

I. Economic Conditions of Japan

Japan has enjoyed more than five decades of peaceful development since the end of World War
II. By working hard and learning conscientiously fiom the West, the Japan has achieved not only 
manufacturing excellence in the industrial age but also impressive progress in the postindustrial 
age. Few countries have such an acute lack of natural resources, but Japan has transformed a 
disadvantage into an advantage by producing value-added products for global consumers. The 
Japanese are a well-educated and disciplined population. Known as an electronic tribe, they have 
created many global brand names that support the global market. Despite its economic problems, 
the country has accumulated the largest foreign exchange reserve, which amounts to more than 
200 billion US dollars. The Japanese people are well endowed with huge savings and sustained 
by a nurturing system.

In the 1970s and 1980s, Japan Inc. seemed to perform too well. With its economic success, 
Japan started to encounter fierce competition with the U.S. and the EU. Trade wars are still 
staged. And, since the early 1990s, the relationship between China and Japan has worsened. As 
a rising economic power, China now challenges Japan’s economic dominance in the Asia pacific. 
The overheated Japanese economy created a lot of “bubbles” in the stock market and real estate 
market. The “bubbles” broke in the late 1980s and early 1990s, when the West was gripped with 
a fear of Japan’s rising power. In early 1992, the Japanese economy finally stalled. It has been 
stagnant since then. Bad loans are choking many banks. An endless row of financial scandals 
have humiliated the country. What troubles Japan even further is its exposure to Asia’s financial 
crisis.



While many Western leaders see an urgent need for economic reforms, Prime Minister 
Hashimoto and his co-workers are still hesitant about the “big bang.” The Japanese bureaucracy 
may even be resistant to reforms. There is no national consensus on the urgency of 
implementing them. Although the Japanese may not think that their economic problems are as 
serious as the non-Japanese claim, they respond to economic difficulty by saving more and 
spending less. This lack of confidence is hurting the Japanese economy as much as the 
mismanaged financial system.

2. High-Tech Scenarios of Japan

The development of science and technology has been one of Japan’s fundamental strategies since 
the end of the World War II. Japan benefited greatly from its own hard work and technological 
aid from the U.S. Like the Americans, the Japanese were surprised by the shock waves of 
Sputnik in 1957. Obviously, the tension of the Cold War years made the Japanese government 
active in developing science and technology. Through promotion by the Ministry of 
International Trade and Industry, the Science and Technology Agency, and various prefectures, 
the country has built a solid infrastructure for scientific and technological research. One of the 
best examples is the Tsukuba Science City, which was launched in 1962. In addition, many 
Japanese corporations, universities, and research institutions have gained fame and power. Over 
the years, the Japanese have made giant strides in a number of fields, including television, video, 
computers, numerical control, semiconductor, and telecommunications. It is also to be noted that 
21 venture business research centers are scattered in various universities. Japan is a leader in the 
digital revolution. The Japanese people have a clear vision for the “information highway.” By 
2010, Japan will have an elaborate multimedia network for the whole country.

In 1996, the Japanese government announced its basic plan for science and technology. The 
huge budget for 1996-2000 would amount to 17 trillion yen. Following the example of the U.S., 
Japan wants to establish an open research community that attracts talents from other countries. 
One of the goals is to have 65 researchers in science and technology per 10,000 people by the 
year 2000. And the Science and Technology Agency will merge with the Ministry of Culture 
and Education in 2001.

1997 was a landmark year for Japan. The country successfully launched satellites by means 
of H-2 Rockets and M~5 Rockets. The moon-landing research program was also started in the 
same year. And it will not take long for Japan to send a prob to Mars. In the near future, Japan 
may surpass Russia in space technology. Furthermore, Japan also stalled a 10-year life science 
research program in 1997. Although Japan largely remains a silent giant, its Number Two 
position in high-tech research will stay unchallenged in the foreseeable future.

Many Japanese leaders have emphasized the urgency of promoting innovation, openness, and 
creativity. They see the need to change the management style in scientific and technological 
research. Obviously, Japan’s emphasis on basic scientific research is not adequate and there 
seems to be too much pragmatism. Finally, the current financial crisis may create difficulty in



funding research. Nevertheless, the Japanese may become even more determined to enhance 
high-tech research.

3. Economic Conditions of China

China’s economic reforms started with Nixon’s visit in 1972. At that time, Zhou was trying 
desperately to lead China out of the maddening years of the Cultural Revolution. Deng was still 
exiled in South China. Nixon’s visit made Mao and Zhou realize they would have to improve 
the national economy. As a result, Deng bounced back to Beijing in 1973. Although Deng was 
not very successful with his agenda when Mao was alive, he won the support of the Chinese 
people. China was fortunate in that Mao’s Communist utopia collapsed with his death in 1976, 
much earlier than the demise of the former Soviet Union. After Mao’s death, Deng gradually 
rose as the paramount leader of China. His ambitious reforms, which took off in 1978, would 
transform the Chinese economy in the next ten years. Different from the “shock treatment” as 
witnessed in the former Soviet Union, his approach was to undertake active but gradual reforms.

Since the brutal Tiananmen Massacre, the post-Deng leaders have been working cautiously to 
ensure political stability and to promote economic reforms. It was a great relief to them that 
Deng’s death in 1997 did not cause a big upheaval and that Hong Kong’s return was largely 
peaceful. But while the country appears to be a place of hope, the Chinese are facing a wide 
array of problems and crises. Many local governments are hog-tied by corruption and 
malfeasance. Fortunately, the central leadership is stable and effective. Zhu Rongji, China’s 
new premier, is a clean and hardworking leader. The power elite, the new rich, and all those who 
benefit from reform will not want to go back to the old days. Ironically, the Communist Party 
now represents the interests of the powerful and the wealthy.

China has benefited greatly from its connection with the 50 million overseas Chinese. The 
economic integration of China, Taiwan, and Hong Kong is working well. China offers a huge 
market, cheap labor, natural resources, and leadership in certain high-tech fields. Taiwan 
provides high-tech products, funds, and management skills. Hong Kong acts as a center of 
finance and international trade. In addition, the overseas Chinese in Southeast Asia provide 
additional funding and business networks.

China’s economic system is flexible. Central government control works with local and 
private initiatives. There are a variety of ownership arrangements. In fact, the private sector is 
doing better than the public sector. Foreign businesses and joint ventures have greatly 
contributed to the vitality of the economy. Furthermore, Coastal China and Interior China 
complement each other. The Chinese can still produce consumer goods at lower prices for the 
world market. And the domestic market is huge. At present, only 1.5% of the Chinese have 
cellular phones. However, that means 18 million handsets. The country has a large troop of 
technocrats and engineers that are fascinated with Western science and technology.

In the early 1990s, China drew lessons from the collapse of the former Soviet Union. And,



since last summer, the Chinese leaders have learned bitter lessons from Asia’s economic crisis. 
Cliina acts responsibly by repeatedly claiming that China would not devalue its currency. Unless 
the Japanese yen is further devalued, the Chinese government does not have to devalue its 
currency. It is important to note that China has accumulated 140 billion dollars in foreign 
exchange reserve.

The Chinese economy has weaknesses and problems. It is a formidable task to support such 
a huge population with limited resources. Its transportation and telecommunication 
infrastructure is still weak. The banking and taxation systems are still underdeveloped. 
Inadequate emphasis on intellectual property not only spooks foreign businesses but also hurts 
Chinese companies. In recent years, serious social and environmental problems have been 
overlooked or tolerated in a desire to maintain the momentum of economic progress. Across the 
country, millions of unemployed workers and dislocated peasants are brooding over the brutal 
fate of their lives while a growing number of millionaires do not know what to do with their 
wealth. Finally, conflicts with Taiwan, Japan, Southeast Asia, and the West may stall China’s 
economic development. All those problems will have to be addressed quickly and properly.

4. High-Tech Scenarios of China

Like then counterparts in the U.S. and Japan, Mao and Zhou were surprised by Sputnik, To 
resist the U.S. and the former Soviet Union, Mao and Zhou were determined to make nuclear 
weapons and satellites. Their efforts launched China's high-tech industries. Deng, a strong 
supporter of high-tech development, launched the 863 Project for science and technology in 
March 1986. Later, China started a number of Gold Projects to upgrade its banks, customs, 
universities, and research institutions. Deng and many Chinese leaders, who were shocked by 
the digital warfare weapons as deployed in the Gulf War, realized the urgent need to promote 
information technology. It is to be noted that Jiang Zemin, Zhu Rongji, and their colleagues 
were engineers by training. They vigorously embrace Western science and technology. Under 
Zhu Rongji, the Ministry of Information Industry was formed.

At present, Cliina has 53 high-tech and new-tech development zones. In June, 1998, the 
Chinese government launched the National Innovation System Project, which aims to develop 
high-tech industries in a number of key fields. Eight knowledge innovation centers would be 
established. Beijing will build three research centers for earth science, high-energy physics, and 
information technology. Shanghai will host two centers for life sciences and high-tech 
manufacturing. Southwest Cliina will have a center for biological diversity, while Northwest 
Cliina will have a center for environmental studies and sustainable development. Northeast 
China will have a center for new materials and high-tech engineering.

The Chinese are fascinated with computers and telecommunications. Charles Wang, founder 
and CEO of Computer Associates, once said that Cliina is one of the few countries where Bill 
Gates is more famous than Madonna. In the last few years, China has attained a number of high- 
tech achievements. According to the Chinese media, the Milky Way Mainframe Computer is as



powerful as the Deep Blue that defeated the world chess champion. Not long ago, the Legend 
Group presented its one millionth PC to Andy Grove. Ha Wang, a software development 
company, produced a highly sophisticated input system for Chinese characters. To promote Java 
applications, China will co-operate with IBM and Sun Microsystems.

Obviously, high-tech industries only occupy a small share in the Chinese economy. For 
many years, Cliina’s scientists and engineers have been trying to catch up with the advanced 
countries rather than pioneering cutting-edge technology. China is yet to make breakthroughs 
and to become a global high-tech leader. The country has trained many scientists with a 
theoretical orientation. As a result, they have found it difficult to transform high-tech research 
into practical applications.

The future of the Chinese economy depends on the rapid growth of high-tech industries.
With that, thousands of state-owned enterprises can be transformed and upgraded. However, 
Cliina faces serious problems in high-tech development. First, the West and Japan, which regard 
China as a potential threat, hesitate to introduce high-tech know-how to China. Second, China’s 
poor record in protecting intellectual property discourages many foreign high-tech companies. 
Third, the Chinese government does not provide adequate funds for high-tech research. Fourth, 
as the country is yet to create an open atmosphere for research, many of the best young minds 
now work abroad or work for foreign companies in China. China will have to overcome many 
hurdles before it can become a leader in the global high-tech arena.

5. Economic Conditions of Hong Kong

From the early 1950s to the late 1970s, Hong Kong served as an “air hole” for the “China 
Dragon.” The colony sold Chinese goods to the rest of the world and bought much-needed 
foreign goods for China. Also, Hong Kong was a perch for the Western Powers, Japan, Taiwan, 
and the overseas Chinese communities in Southeast Asia. With both Chinese and British 
characteristics, Hong Kong enjoyed many years of prosperity. In the early 1980s, when Hong 
Kong became less competitive in the global market, China’s open-door policy came as a 
blessing. The Chinese government established three Special Economic Zones near Hong Kong. 
Hundreds of Hong Kong companies moved their factories across the border to take advantage of 
cheaper labor and abundant resources in South China. Thus, Hong Kong made a transition from 
“Made in Hong Kong” to “Made by Hong Kong.” Equally significant, billions of dollars from 
Hong Kong were poured into China’s modernization programs.

Hong Kong’s return to China was largely peaceful and smooth. The Chinese leaders 
promised that Hong Kong would be the same and even hinted that they would be doing a better 
job than the British. However, many people in Hong Kong were not convinced. They feared 
that political freedom would diminish. But they did not foresee the economic crises that rocked 
Thailand, Malaysia, Indonesia, South Korea, and Japan. In fact, Thailand suffered a financial 
crisis immediately after Hong Kong’s return to China. The Hong Kong dollar soon became the 
logical target for speculators. To defend the Hong Kong dollar, higher interest rates were



imposed. Such a measure was devastating to both the stock market and real estate market. 
Although Hong Kong still holds 90 billion dollars in foreign exchange reserve, it wiil encounter 
economic difficulties in the months to come, and speculators will continue to attack Hong Kong. 
Hong Kong’s tourism has also suffered. The city is simply becoming too expensive for Asian 
tourists. The bird flu further put off arrivals of tourists. The Chinese New Year, which began on 
January 28, 1998, would be remembered as a “chickenless” celebration.

And, of course, many residents in Hong Kong have harbored doubts about the new 
government. Tung has been working hard since he became Chief Executive of the territory. The 
strategy of Mr. Tung is to win more support from the Hong Kong people by improving their 
living conditions. He cannot promote bold democratic reforms, for such efforts will irritate 
Beijing. And his hesitance to promote democracy has angered the pro-democracy forces in the 
territory. Also, he has to win understanding from the West and at the same time move carefully 
so that the Chinese leaders in Beijing will not interfere with Hong Kong’s affairs.

Beijing has both political and economic reasons to keep the framework of “one country, two 
systems.” Instead of weakening Hong Kong's better system, China should gradually spread 
Hong Kong’s experience. China would be a much better place if  ten or twenty Chinese cities 
were as free and prosperous as Hong Kong. Furthermore, Beijing has to convince Taiwan,
Macau, and the rest of the world that the Chinese government keeps its promises. Hong Kong 
still has a bright future with its free port and independent legal status. Of course, many 
challenges lie ahead for Hong Kong. There is widespread fear in Hong Kong that the territory’s 
political and legal systems will be weakened and that Shanghai will gradually replace Hong 
Kong’s unique status. In addition, Hong Kong has to compete with Singapore and Taiwan, 
which have high-tech industries. It may take a few years for the territory to find new ways to 
live under Chinese rule and to prosper in the new global economy. Mi*. Tung and many others 
wish to transform Hong Kong into a place like Singapore, blessed not only by finance and 
trading but also by high-tech industries.

6. High-Tech Scenarios of Hong Kong

Seeing high-tech development as a way out for Hong Kong, Tung and his colleagues are actively 
promoting a master plan for high-tech industries. The most significant part of the master plan is 
to build a science park by the railroad that links Kowloon and Guangzhou. Closer ties with 
South China will be formed in high-tech endeavors. Guangzhou (Canton) and Shenzhen have a 
number of high-tech industries and a pool of engineers and scientists. In 1997, the Hong Kong 
government established the Development Strategy Committee and the Special Science and 
Technology Committee. The latter is headed by Chang-lin Tien, former chancellor of the 
University of California at Berkeley. With its great determination and abundant supply of 
venture capital, Hong Kong may be able to catch up with Singapore in 5 to 10 years. In addition, 
the government will significantly increase spending on high-tech research. Hong Kong’s 
population, highly educated and enchanted with high-tech products, will stage a high-tech 
revolution in the next century.



7. Economic Conditions of Taiwan

With economic aid from the United States, Taiwan made impressive progress under Chiang Kai- 
shek (1949-1975). The island gradually rose as a Little Dragon with the leadership of Chiang 
Ching-kuo (1975-1988). Taiwan vigorously developed its export-based economy to resist the 
aggression of Mainland China and to secure its place in the global economy. In recent years, 
Taiwan’s economy has become more liberalized and globalized.

Taiwan remains eager to learn new technology and management skills from the U.S., Japan, 
and Western Europe. There is almost a worship of American management gurus such as Peter 
Drucker, Tom Peters, Michael Porter, and Peter Senge. Taiwan is also studying the examples of 
Holland, Singapore, and Switzerland. Unlike the South Korean chaebol burdened with huge 
debts and overexpansion, Taiwanese businesses have performed well enough to weather Asia’s 
economic crisis. Large companies in Taiwan are better protected, while small and medium-sized 
ones are flexible. The island now has one of the largest foreign exchange reserves in the world, 
amounting to over 80 billion dollars. Like Hong Kong, Taiwan benefits greatly from doing 
business with Cliina. Because Taiwan’s labor is expensive, many manufacturing facilities have 
moved to China.

Unfortunately, crime and pollution deeply trouble the island. The conflicts between the 
ruling party and the major opposition party at times cause political uncertainty. The military 
threat from Cliina overshadows Taiwan’s future. Finally, many businesses in Taiwan are family- 
based. They will have to adopt modern management in order to compete in the global economy.

8. High-Tech Scenarios of Taiwan

Today, Taiwan is widely recognized as a high-tech region with more than 4,000 high-tech 
companies. Two of the best-known corporations are Acer and Taiwan Semiconductor 
Manufacturing Company. As a productive and efficient foundry, Taiwan produces chips, 
computer hardware, and other IT products for many global corporations, including IBM, 
Motorola, and TI. Naturally, Taiwan has a close link with Silicon Valley and other high-tech 
centers such as Austin and Dallas. As a matter of fact, the Hsinchu Science Park was intended to 
follow the example of Silicon Valley.

Waves of Chinese students from Taiwan have come to the United States since the early 
1950s. Science and engineering have always been popular majors. In a true sense, the rise of the 
biotechnology, computer, semiconductor, and telecommunications industries offers a second 
Gold Rush for the Chinese. Chinese engineers, scientists, and high-tech managers are well 
represented in those fields. The mind work in AI, CAD, IC design, network management, 
pharmaceutical research, or software development is highly valued among the Chinese 
community. A large number of Chinese now work for Dell, Compaq, Intel, Microsoft, and other



high-tech companies. In Silicon Valley, Chinese student immigrants from Taiwan have started 
many high-tech companies.

Since the middle 1980s, many Taiwanese student immigrants have returned to Taiwan as 
knowledge workers. They are bilingual, bicultural, numerate, computer-literate, stock-sawy, 
and workaholic. They can operate well in the U.S. as well as in the Chinese world that includes 
Mainland China, Taiwan, Hong Kong, and Singapore. They embrace high technology, like to try 
new ideas, and are not afraid of failure. They either run then own start-ups or work as managers 
and executives in high-tech companies with the dream of making Taiwan a “Silicon Island.”

In the global market, Taiwan is facing many challenges. Although the island has engineering 
excellence, it is troubled with diminishing profit and increasing risks in OEM and BTO. The 
labor cost in Taiwan is growing higher. As a result, Taiwan's high-tech industries will have to 
move then manufacturing facilities to Mainland Cliina and Southeast Asia. Furthermore, 
competition with American, European, Japanese, and South Korean companies in high-tech 
industries is becoming very intense. Many small and medium-sized companies have to find 
better ways to keep their best managers and engineers. Finally, Taiwanese business leaders have 
realized that they would have to create global brand names. At present, Acer is the only global 
brand name.

9. Challenges and Opportunities for American High-Tech Industries

High-tech development is the key to America’s new economy and global leadership. Also, high- 
tech industries offer a hope to reduce the huge trade deficit, which will be increased by Asia’s 
economic crisis. In the years to come, the U.S. will face great challenges not only from Western 
Europe but also from East Asia. Japan and Greater China are vigorous players in the knowledge- 
value revolution. Both have intellectual power and spiritual determination to compete with the 
U.S. in high-tech development. The U.S. must endeavor to keep its high-tech sector “higher” 
than that of Western Europe, Japan, and Greater China.

Greater China has a growing market for high-tech know-how, products, and equipment. For 
example, the Chinese will need 1,500 commercial aircraft in the next 15 to 20 years. At present, 
China can only produce 1/3 of the chips that it needs. In addition, Taiwan and China can serve 
high-tech and middle-tech foundries for American corporations. Hong Kong is now a high-tech 
vacuum but the government is determined to build its high-tech sector. American corporations 
can certainly do high-tech business with Hong Kong in the next few years. As a matter of 
course, one difficult task for American corporations is determining methods of protecting 
intellectual property and selling high-tech products at the same time.

10. Doing Business with the Japanese and Chinese



Cliina has undergone a great transformation since Deng launched his economic reforms in the 
late 1970s. It is moving steadily to becoming a global economic power. Hong Kong, Taiwan, 
and Singapore are still three Little Dragons able to bear the brunt of Asia’s economic crisis. 
Japan remains a global economic power to reckon with although the country is now in a 
recession. In this time of rapid change, better knowledge management is needed for doing 
business in Japan and Greater Cliina. A clearer understanding of Asia’s political, legal, 
economic, cultural, and social environments is essential. Better cross-cultural training should be 
a priority for Americans going to Asia.

We also need to understand the new Japanese management and the new Chinese 
management. Japan’s economic crisis has much less to do with Japanese management than with 
Japan’s financial system. Although Japanese management has to embrace changes and 
incorporate more elements of American management, its emphasis on humanistic values will 
stay. Toyota, Sony, and Kyocera are still among the best-managed companies in the world. In 
China, many companies are learning from American, Japanese, and Taiwanese companies.
Haier, a manufacturer of home appliances, is a model of new Chinese management with Chinese, 
Japanese, and Western characteristics. Legend, a computer manufacturer, is a thriving and 
innovative enterprise. Handan Steel Mill has shown how to transform a state-owned enterprise 
into a major player in the global market.

In the 21st century, Greater China and Japan will become the two cores in the Asia/Pacific 
region. Many political and business leaders in Japan and Greater Cliina have realized that a rapid 
switch to the global knowledge economy is the key to Asia’s future. It is time for the U.S. and 
Western Europe to cultivate closer ties with Japan and Greater China through the handling of 
Asia’s economic crisis. The partnership offers the greatest hope for Asia to get out of the 
economic crisis and for the whole world to avoid a global depression. As a matter of fact, it 
becomes easier for American corporations to locate top Asian players that can become partners. 
There are still many business opportunities in Asia. Asia’s crisis has not discouraged Dell and 
other American companies from doing business there. Although it may take two to three years 
for Asia to recover, it is by no means too early for American corporations to make long-term 
business planning for post-crisis Asia in the early 21st century. Furthermore, the U.S. 
government must cope with a large trade deficit by helping American corporations market to the 
world. Finally, American investors need to be more cautious and strategy-minded to deal with 
Asia’s crisis, the introduction of the Euro> and the “bubbles” in the American economy.

Thank you very much for being so attentive.
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