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In late 2025, Taiwan experienced its highest GDP growth in 15 years, fueled by
robust exports and the economic stimulus provided by government cash handouts.
However, peeling back this high-tech veneer reveals a troubling “K-shaped”
divergence in the Taiwanese Economy. While Al servers and semiconductors reach
new global heights, the traditional industries that once fueled the Taiwan miracle—
including metal processing, machinery manufacturing, and petrochemicals—are

mired in an unprecedented structural winter.

The global trade logic has shifted from “efficiency first” to “security and
resilience.” Specifically, U.S. “Reciprocal Tariffs” and “reshoring” mandates threaten
the cost-performance advantages on which Taiwanese SMEs rely. Meanwhile, the
Draghi Report of Europe has evolved into green barriers. The Carbon Border
Adjustment Mechanism (CBAM) and the Digital Product Passport (DPP) now threaten
to disqualify firms unable to meet green compliance standards.

Domestically, Taiwan officially became a super-aged society in 2025, bringing
labor shortages and a crisis in technical succession. The “magnet effect” of the
semiconductor and Al sectors has drained STEM talent toward science parks, leaving
traditional industries in an R&D vacuum. These sectors are frequently stigmatized as
3K industries (dirty, dangerous, and difficult), further alienating the younger

generation.

To execute the “Grease to Gold” transformation, traditional industries must
leverage Taiwan’s precision manufacturing expertise to enter high-barrier, high-value
niche markets. This requires shedding “consumer goods” stereotypes and expanding
into high-value sectors such as defense, aerospace, autonomous vehicles, and low-
earth orbit (LEO) satellites. The goal is to move Taiwan’s traditional manufacturing

from a volume-based “red ocean” to a quality-driven “blue ocean.”

Furthermore, the government’s Al New Ten Major Infrastructure Projects must
look beyond raw computing power toward “computing democratization.” This
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includes establishing a Small Language Model (SLM) library to provide low-cost
licensing for resource-constrained SMEs, ensuring data and intelligence flow through
the factory floor. Simultaneously, traditional industries must pragmatically align with
the policy blueprint of the Five Trusted Industry Sectors to embed themselves into the
strategic supply chains for semiconductors, defense, and security. By becoming an
indispensable supplier in the global resilience framework, Taiwan can achieve

geopolitical “antifragility.”

History is a mirror, and 2025 finds Taiwan at a watershed. To secure the next 50
years of economic security, the nation must embrace the Al wave, digitize the wisdom
of veteran craftsmen, and pivot toward high-value fields such as aerospace and
biomedicine. The traditional manufacturers of the future will no longer be “grease”
staining manual labor but “golden” opportunities managing Al agents and data assets
in the digital frontier.



	From Grease to Gold: Transformation and Strategic Breakthroughs of Taiwan’s Traditional Industry

