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Abstract

In the past, Taiwan's garment industry experienced remarkable growth. However,
since the late 1980s, its production value has sharply declined. To gain an in-depth
understanding of the recent development of Taiwan's local garment industry, along with
its potential patterns of upgrading and downgrading, this research aims to answer
several key questions: What changes occurred in the production and sales environment
faced by the local garment industry in Taiwan, and what were the reasons behind these
changes? How did the production and sales network, centered around local garment
manufacturers, respond to these changes? How did this influence the upgrading and

downgrading dynamics within the local garment industry?

The research primarily adopts a qualitative approach, including semi-structured
interviews with industry stakeholders, secondary data collection, and participant
observation. The findings indicate that Taiwan’s local garment industry faced
challenges in the production environment, primarily influenced by labor supply factors,
resulting in a shortage of skilled labor and reduced economies of scale. In the sales
environment, social trends and the globalization of the garment market accelerated the
fashion cycle and led to a demand for lifestyle-oriented products. In response to these
challenges, actors of Taiwan’s local garment network adapted by accepting imperfect
initial collaborations and organizing and connecting the secondary sector, successfully
maintaining flexible production capabilities. In the sales aspect, however, they had
differentiated responses. Specifically, those actors primarily composed of local garment
manufacturers were less proactive in adapting to environmental changes, while those
dominated by brand owners developed corresponding high-level capabilities. Overall,
the limited acquisition of high-level capabilities hindered the industry's upgrading. At
the theoretical level, this research builds upon existing literature concerning the
garment industry in latecomers, collaboration networks of Taiwanese SMEs, and
industrial upgrading and downgrading and technology capability acquisition. It brings
forth specific discoveries and emphasis, including the potential for the garment industry
in latecomers to upgrade through exploring and exploiting domestic markets, the
importance of actors’ independent development in local networks, and the significance

of physical interactions in the generation of symbolic knowledge.

Keywords: Garment industry, Taiwan, industrial upgrading, small and medium-sized

enterprise network, industrial transformation
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