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When facing the new trend of international industrial
development in 2012, the government of Taiwan
realized that it was urgent to optimize and transform
industrial structure, thus proposed the policy of
industrial structure transformation, with the main
strategies of ° three industries, four
reforms’ , °~ service reform of manufacturing
industry, technology reform & internationalization of
service industry and characteristics of traditional
industries’ . Since the research scope of industrial
structure optimization and transformation strategy in
Taiwan is broad and complicated, based on theories of
service 1nnovation and competitive advantages, this
study adopted System Dynamics suitable for non-linear
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situations as the main analytical method. By system
behavior simulation of causal feedback circuit, this
study reviewed the strategy conditions of industrial
structure optimization in Taiwan and interpreted key
factors of construction of continuous optimization.
Finally, the findings were validated by case study
and literature review, and the strategic intervention
of the key factors was discussed.

This study concluded that the construction of
national innovation system and manufacturing and
service industries as the mainstream are the
intervention of policy of industrial structure
optimization and transformation in Taiwan. In
addition, service innovation promotion, 1nvestment
and continuity to enhance soft capacity are the keys
to maintain competitive advantages under the

policy ~ three industries, four reforms’

industrial structure, structure optimization, service
innovation, competitive advantages
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ABSTRACT

When facing the new trend of international industrial development in 2012, the
government of Taiwan realized that it was urgent to optimize and transform industrial
structure, thus proposed the policy of industrial structure transformation, with the main
strategies of “three industries, four reforms”, “service reform of manufacturing industry,
technology reform & internationalization of service industry and characteristics of
traditional industries”. Since the research scope of industrial structure optimization and
transformation strategy in Taiwan is broad and complicated, based on theories of service
innovation and competitive advantages, this study adopted System Dynamics suitable for
non-linear situations as the main analytical method. By system behavior simulation of
causal feedback circuit, this study reviewed the strategy conditions of industrial structure
optimization in Taiwan and interpreted key factors of construction of continuous
optimization. Finally, the findings were validated by case study and literature review, and
the strategic intervention of the key factors was discussed. This study concluded that the
construction of national innovation system and manufacturing and service industries as the
mainstream are the intervention of policy of industrial structure optimization and
transformation in Taiwan. In addition, service innovation promotion, investment and
continuity to enhance soft capacity are the keys to maintain competitive advantages under

the policy “three industries, four reforms”.

Keyword: industrial structure, structure optimization, service innovation, competitive

advantages
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