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The Experiment and Dilemma of
Import Substitution in Taiwan: A Case
Study of the Bicycle Industry during
1950s

Sao-yang Hong

Abstract

Among general machinery-related industries, the bicycle industry emerged ear-
ly in post-World War II Taiwan. It entailed a production process with many factories
manufacturing different bicycle parts, and an assembling operation at the so-called
“central factories.” This study examined the history of Taiwan’s bicycle companies
by investigating the “central factories” in the 1950s. By exploring the difficulties
encountered by these companies in their growth and operations, this study tries to
delineate the developmental history of production department during the import
substitution stage of industrialization.

The Taiwanese government promulgated policies for the bicycle industry to
create central factories with the intention of meeting domestic consumer demand.
From a supply perspective, Taiwan’s import substitution industrialization gave birth
to several industries. However, these industries encountered the problems of a lim-
ited market only a few years after their inception. As central factories, numerous bi-
cycles companies were faced with domestic market competition as well as obstacles
such as their inability to improve quality, insufficient financial channels, and the rise
of the scooter industry, all of which led to operational difficulties experienced by
these companies.

Additionally, central factories in Taiwan were confronted with competition

’ Professor, Education Center for Humanities and Social Science, Institute of Science, Tech-
nology and Society, National Yang Ming University
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from underground factories during the early years of bicycle industry. Due to a sim-
ilar quality of bicycles produced by central factories and by underground factories,
and lower prices charged by underground factories, consumers inevitably chose to
purchase the latter product. This seriously affected bicycle sales by central factories.
In allowing the existence of underground factories, therefore, the Taiwanese gov-
ernment in effect stripped the central factories of the protection of a “guaranteed”
domestic market during this period.

Keywords: Bicycle, Assembly Industry, Central Factory, Businiess History, In-
dustrial Policy
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