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The Importance of Local Culture, Innovation, Path
Dependence, and Locality in the Taiwanese
Phalaenopsis Industry

Han-Sheng Tsai*

Abstract

The Phalaenopsis industry is the agricultural field in which Taiwan is
the most competitive globally, and serves as an example of Taiwan’s
successful development of high-end agricultural technology. After conducting
long-term field research on this industry, along with the collection and
analysis of related literature and statistical data, it emerged that the source of
the industry’s global competitiveness is its innovative capabilities in breeding
and production. Apart from the advantage conferred by the country’s climate,
its quality of talent, and the focus on innovation, the industry benefitted from
Taiwan’s path dependence, which is based on three aspects of local culture.
The first is the leisure class’s cultural appreciation of new orchid species in
early Taiwan, which ultimately gave rise to innovation and exceptional
varieties; the second is the industrial culture’s emphasis on flexible
specialization derived from small and medium-sized enterprises and leading
to a highly productive division of labor; the third is the policy of establishing
industrial parks, which created a complete supply chain and helped the
industry achieve critical mass. All these enabled Taiwanese growers to move
away from the developmental path of traditional agriculture and become a
global leader in creating new varieties, as well as improving operational
efficiency. This not only made Taiwan the world’s largest exporter of
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Phalaenopsis, but also embedded the industry in a key position in the
product’s global supply chain. It follows that the competitive edge of this
industry stemmed from the innovation fostered by Taiwan's location and
culture. Other countries which lack these attributes find it hard to imitate or
challenge Taiwan. Thus, local culture is an important factor in creating
competitive strategy based on differentiation.

Keywords: Phalaenopsis industry, local culture, innovation, path dependence,

locality
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i1 { The theory of economic development) > ] 3h B A 2452 4 T Al
FriaEhE SR AORE R | fYERIl (BRSNS > 2011) © [ A vEm 20 F B R
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