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LBETRACT

Taiwan, also known as Formosa, was restored to Chinese
sovereignty in 1945 when Japan surrendered unconditionally
in the second siastapanase War. It scon became one of the

thirty-five provinces of the Republic of Chins.

In 1949, the Central Government of China moved to Tai-
. wan when the Chinese Commmists took over the mainland, Being
danaged by the devastating bombing, Taiwan's industry and
agriculture were paralyzed. Taiwan was deemed one of the
wajor underdeveloped areas iﬁ tha world., However, fifteen
years later, Taiwan's economy has develcped to the extent that
it not only enjoys the second highest standard of liéing among
the naticns in the Southeast Asia but has also entered the

stage of ''take~off"” to becoming a fully developed nation,

An attempt is made to analyze the economic developuent
cf Taiwan during the past fifteen years and to examine the
development process utilized; The dual policy adcpted by the
Chinese Government for develcopment progress called for coordi-
nated growth in sgriculture end industry, This policy has

been proven successful in developing the economy of this



ii

primarily agricultural country. It is hoped that Taiwan's
economic achievements and develcpmental techniques can serve

as a pattern of growth for other underdeveloped countries in

the world, \
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INTRCDUCTICN

The purpose of human life today 1is not only survival
but also a progressively higher standard of living for all
the pecple of the world. Undoubtedly, the economic 1life of
fnaman beinga‘haa improved greatly throughout the centuries.
But today millions of people in many parts cof the world are
still fighting against poverty and stervation. Most of
thcse people live in the underdeveloped sreas, which have
many common characteristics, such as shortage of capital,
backward technolegy, low productivity, political instability,
surplus population, and so on. In order to ensble all the
people in the world to live better, it is necessary to help
the pecple of the underdeveloped areaé to improve their
standard of living.

Taiwan, also known as Formosa, was an undardavglaped
area ten years égo but now enjoys the second highest standard
of living among the nations in Southeast Asia, 1In view of
its recent econcmic achievements it seems sppropriate that
an attempt be made to examine its process of development. It
is hoped that its pattern of growth will be of some interest

to the other underdeveloped areas,



Taiwan was ceded to Japan ia 1885, In 1945 it was
restored to the Republic of China becoming one of the thirtye
five provinces of China. ¥hen the Chinese Communiats took
over the mainland in 1949, the Central Government of China
moved its seat to the island., £inca then, the Chinesse Governe
ment strove to achieve a high rate of economic development,
1t adopted a two-track policy in develeping Taiwan's economy.
Th@'poliey called for a coordinated growth in agriculture
and industry. The economie achievements made in the past
fifteen years prove that the policy was correct end effective,
especially for a primarily agricultural nation. However,
there 1s still much to be done in order further to develop
the economy of Taiwan toward industrialization. Many problems
still remain to be solved, such as surplus population, lack
of heavy industry, shortage of entreprencurs, military burden

and 8o on,

Chapter 1 describes Taiwan's historical background,
its natural environment and rescurces, The scope and limita-
tions of Talwan's econouy are dealt with in Chapter II. The
,1and reform program, playing a vital role in over-2ll economieg

develcpment, and the Four-Year Economic Development Plans, are



discussed in Chapter 11X and Chapter IV. Natiomal income,
woney, credit, prices, and employment avre enalyzed in Chapters
V and VI. The enalysis of economic growth of Taiwen {8 pre-
sented in Chapter VII. The problems faced by Taiwan in its
econcmic developnent now end in the foreseeable future are

discussed in Chapter VIII,



CHAPTIR 1
ECCICMIC BACKGROUND CF TAIWAN
I, HISTCRICAL BACKGRCUND

The story of the island begins with the Malay pecple,
who casme first, followed by the Chinese who crossed the Tai-
wan Straits from Kwangtung end Fukien in the 12th century.

In 1661, Ceneral Cheng Chen-Fumg of Ming Dynaéty, better known
as Roxinga, led his fleets and soldiers at Fort Zeelandia,

now known as Port Anping, near Tainan, to continue his fight
against the Manchus who had overrun the Chinese mainland.
Roxinga drove the Dutch cut of the island and restored it to
Chinese rule. Unfortumately, he died before he could return
to the mainland, EKis grandson, Cheng Ke-Song, carried on the
fight. But the odds were too great. Im 1686, the island was
finally subdued by the Manchus,

Chinese sattlers arrived steadily during the next
two centuries. And the population stood at 2,600,000 when
the first Sino-Japanese War broke ocut in 1894, China had

. "
lFrem China 1963 (China Color Printing Company, Inc.,
19563), p. 23.




5
to cede Taiwan and the neighbouring Penglu Island (Pescadores)
to Jspan when the war ended., Taiwan was not restored to
Chinese soverelgnty until August 1945 when Japan surrendered
unconditionslly in the second Sino-Japanese Var,

11, NATURAL ENVIROGIEEZNT

Tepogrephy, Lying off the Fukien coast, between the
Philippines on the south and Japaﬁ on the north, the Taiwan
1sland is about 100 miles off the Chinese mainland. The main
island (Taiwan), covering 13,808 scquare miles, is epproximately
250 miles in length and between 60 and 90 miles in width.
Taiwan comprises 14 islands in the Taiwan group and 64 islends
in the Penghu group. The cambined are# of the 78 island is
13,886 square miles. The exact geographical position of Tai-
wan Province and two groups of island 418 shown in Table I.

There are two main mﬂuntain ianges with ten mountains
more than 12,000 feet in haight. The towering central range
bisects the island length-wise into the vocky rugged regions
in the western half, Rivers are short and run mostly towsard

the east or west,

Taiwan, including the offshore island, has a 1060-mile



GEOCRAPHICAL PCSITICN OF TAIVAN

TABLE I

Hote: At flood tide.

LCNGITUDE LATITUDE
ASPECT "APEX ASPECT APEX
| Eastern ° Southern o,
Point 122 06'25“ Point | 21°45125"
Taiwan
Province Western osatyan | Northern 0
Point 119°18413 Polnt 25°37's53"
Eagtern n "o i'n ‘Southern | osmtogtt
Point 122 06%'25 Point ‘21 45%25
Taiwan ’
Island West Morthe
estern | san°nt tnne | Northern omemtgat:
Point 120°01'00 Point \25 37's53
Eastern s ntesn | Southern | naopatsan
Point 1.19 42184 Point 23°09'40'
- Archie '
pelago of |
Penghu Western oqat1an | Northern I
Point 119°18%13 Point 234541

h

Source¢ Bureau of Accounting and Statistics, Provine
cial Government of Taiwan, Taiwan Statistical Abstract Mo, 19,
P 1. ' ' ’
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coast line. The terrain on the eastern coast is Interlaced
with deltas and swmall rivers with sandy banks. The winding
northern coast has many small bays and inlets, while the

plains are the dominating feature of the scuthern coast,

Since the Pacific earthquake range lies neardy the
igland, Taiwan is quite tremulous. Fortunately, most of the

earthquakes are weak and sectional.

Climate, Since the Trople of Canéer lies through the
middle part of the island, subetropical climate prevails over
the great part of Talwan, Only in the southern section the
climete i3 tropical, Lgyzing and autumn are very brief, Summer
usually lasts from May through Cctober, Short and mild. wine

ter covers only the months of Decesber, Jamuary, and Februeary,

Anmual aversge temperature is 21,8°C at Keelung in the
north and 24,3°C at Rachsiung in the south, Table II ehows
. the mbnchly and annuai average temperature of selected counties
from the north, south, east, west and center. There is mo
great difference in temperature between summer and winter, It

~ hardly snows in the winter except in the high wmountain area,

The rainfall 1is fairly distributed cver the whole island,



TAELE 1I

AVERAGZ TRMPERATURE CF TAIVAN

KEELUNG RSINCHU TAICHUNG KACHSIUNG HUALIEN
(tlorth) (West) (Centex) (Scuth) (East)

JAN 15.5 15.0 15.8 18.7 17.2

FEB 15.2 14.6 15.7 19.3 17.4

MAR 16.7 17.0 18,2 21.6 19.0

APR 20.2 20.3 22,0 24.5 21.6

Monthly MAY 24.1 24,1 25.2 27.2 24,1
Average JUN 26.5 26.7 26.9 27.9 26.3
Tempere JUL 28.2 27.9 27.7 27.8 27.2
ature AUG 23.0 27.7 27.5 27.7 27.1
(c) SEP 26.5 26.5 25.6 27.6 26.0
oCT 23.4 23.7 23.8 26,0 23.6

v 20.3 21.5 20.6 23.5 21.2

DEC 17.3 16.8 17.3 20.1 18.7

Aumal 21.8 21.8  22.3 2%.3  22.5
Average

Mumber of

yesars ree 43 8 49 13 35
corded

. Source: Joint Commission on Rural Recomstructicn (JCRR),
Ceneral Agsricultural Statistics of Taiwen, 1962, Taipei: Go-
vernment Printing Cffice, December, 1562, p. 21.
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Cnly Keelung, well known as a harbor of rain, is the excep~
tional region., Generally speaking, the northern bart has

more rainfall than the southern.

Since the island is situated in the Pacific Ccean,
seascnal winds are common. The typhoon season comes between
May and CGectober., It usually brings a great deal of rain in
its path, The mild ones help to bring the rainfall needed

for crops, but the strong ones cause a lot of damage.
I11. RESOURCES

Population. The total population of Taiwan was

little over six million at the end of 1946, 3,060,527 males

and 3,030,333 females.2 By 1949, the population amounted to
7,396,931, an increase of more them 25 per cent in three years;3
There were two reasons for this phenomenon: a) higher birth
rates, and b) the rising tide of immigrants from other proe
vinces. The former amounted to about one million persons, and

the latter about four hundred thousand including civilians and

2pureau of Accounting and Statistics, Provincial
Government of Talwan, Taiwan Statistical Abstract No. 19, p. 18.

- 31B4d,
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military personnel retresting fro@ the mainland to the island
redoubt. The number of immigrants continued to increase in
the subsequent years., As of 1964, the total population of
Taiwan stood at 12,257,000,%

Land. The total area of Taiwan is 33,961.21 square
kilometers (roughly equal to 13,808 equare miles), of which
19,941,.97 are plain area and 16,019,224 mountain area, The
Central Mountain Range on the islend divides the plain area
into two parts, the east and the west, Most of ths plain
or cultivated land is on western side, The tctal cultivated
land erea in 1963 amcunted to 872,208 hactarea.'of which
528,709 hectares were paddy fields, including single and

double cropping flelds, and 343,499 hectsres were dry land.5

Mineral Demcosits, Taiwan 1is not blessed with

abundant mineral deposits. All principal mineral items are
listed in Table III, together with reserves. Isportant

mineral items necessary for developing heavy industry are

6"Industry of Free Chinma,"” Vol. XXIXI, No. 6, June,
1965, p. 70.

snirectarate-ﬁeneral of Budgets, Accounts & Statis-
ties (DC3AS), the Republic of China, Statisticsl Abstract of
the Republic of China, 1964, p. 44.




TABLE 111

PRINCIPAL MINERAL RESCURCES CF TAIVAN

11

RESERVES

CRE UNIT as of 1960
Coal ’ n.t, 531,290,000
Cold (Iydrothermal) m.t. 7,900,000
Copper (containing gold) m.t. 6,300,000
Pyrite w.t. 2,140,000
Placer Magnetite m.t. 300,000
Lincnite m.t. 1,000,000
Nickel m.t. 2,000,000
Manganese m.t, 300,000
Titanite m.t. 43,000
Zircon Cre m.t. 24,000
mrm M. t » 9 .000
Sulphur m.t. 2,676,000
Petroleun k.1. 339,000
Natural Cas 1,000 w3 38,220,000
Asbestos m.C. 100,000
Dolomite w.t, 10,000,000
Marble m.t. 30,000,000
Tale m.t. 5,00C,000
Glags Sand m.t. 83,634,000
=

Scurce: Council for U, 8. Ald, the Republiec of Chins,
Taiwen Statisticz]l Data Book, June, 1961, pp. 5-6.
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nen~existent. Petroleum and iron ores are mostly imported

from other countries.

Forestry. Since almost half of Taiwan is mountainous,
forests become a rather abundant and important rescurce. The
forested area on Taiwan is fairly evenly distributed between
four elevations: 0-599, 600-1199, 1200-1999, and 2000+ meters.
However, the proporticn of the forest stands in the higher
volume categories increases rapidly with elevation., Cnly 3.6
per cent of the forest land below 600 meters has 100 cubie
meters or more per hectares, while 60.6 per cent of the stands
ebove 2,000 meters have over 100 cubic meters per hactare.6
The forest capacity in 1962 was 238,986,056 cubic meters, of
which 98,541,067 were conifers and 140,444,999 vere broad-lezf

traes.7

6Tatwan Forestry Bureau, Provincial CGovernment of Taiwan,
Fbxzztgz'gg Taiwan, Taipei: Government Printing Cffice, 1338,
po .

7BGBAS, ftatistieal Abstract of the Republic of China,
1964, p. 50.




CHAPTER 11X
CENIRAL SURVEY CF TAIWAN'S ECCITOMY
I, AGRICULTURE CF TAIWAN

Acrlcultursl Population. Despite efforts to speed

up industrialization in Taiwan, the agriculture i{s and will

remain important for some years to come. Today over 50 per

| cent of tha total population still live on farms. (see Table
Iv.)

Acriculturel Producticn. Agricultural products of

Taiwan may be divided into two categories: rice which is

- prediced in the paddy fields and other crops produced on dry
lend, Zver since the land reform was undertaken in 1949,
agriéulcural production has increased rapidly.j'rable V shows
the output of several selected principal agric;itural products
from 1949 to 1964 as well as the yield per hectare.

The wain factors respongible for the agricultural
progress in Taiwan ave as follows: a) the incentive given to
farmers through the implenentation of the Landeto-the-Tiller

Progran, which has esucceeded in converting a vast majority cf
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TABLE 1V

AGRICULTURAL PCPULATICN CF TAIWAN
1952 - 1963

NO. OF FARMERS TCTAL PCPULATICN

PERIOD No., CF FARM

HOUSEHOLDS

1952 679,750 4,257,136 8,128,374
1953 702,325 4,381,816 8,438,016
1954 716,582 4,488,763 8,749,151
1955 732,555 4,603,138 9,077,643
1956 746,318 4,698,532 9,390,381
1957 759,234 4,790,084 9,690,250
1958 769,925 4,880,901 10,039,435
1959 780,402 4,975,233 10,431,341
1960 785,592 5,373,375 10,792,202
1961 800,835 5,467 ,445 11,149,139
1962 809,917 5,530,832 11,511,728
1963 824,560 5,611,356 11,883,523

Source: DGBAS, Statistical Abstract of the

Republie
. 30 and 45,

of China, 1963, pp. 30 and 39; 1Ibid., 1965, PP.
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TABLE V

OUTPUT OF PRINCIPAL AGRICULTURAL PRODUCTS

1949 - 1964
RICE - : SWEET POTATOES

PERIOD |Production| Yield per Production| Yield per
S " m.te. | hectare (kilos) m.t. He. (kilos)
*Peak 1,402,414 2,242 1,769,985 12,734
before S ‘ S .

restora«

tion

1949 1,214,523 1,624 2,166,048 9,172
1950 1,421,486 1,845 2,200,833 9 443
1951 1,484,792 1,882 - 2,021,719 8, 737
1952 1,570,115 1,998 - 2,090,463 | 8.953
1953 - |1,641,557 2,109 | 2,276,942 | : 9,576
1954 - 1,695,107 | 2,183 = . | 2 556,823‘,H 10,328
1955 - (1,614,953 | - 2,151 - - | 2 &37 J443 9,928
1956 11,789,829 | 2,28, - - | .2, 568 104 11 154 -
1957 11,839,009 2,348 2 693*417 | 11 774,
1958 1,894,127 2,434 2,957,893 12,934;
1959 1 856,316 3, 392 S 2, 894 146‘ 12,778
1960 1,912,018 2 495‘:?: 2, 978 676 12,654
1961 2,016,276 2,577 3,233,563 - 13,713
1962 2,112,874 2,6607y‘. 3,079,586 13,180
1963 = 12,109,037 2,815 2,148,171 9, 469
1964 2,24@,639 2,937 3,347,797 13, 609v

*Peak period: 1938 for rice, 1937 for sweet potatoes.
Source: "Industry of Frea China,” Vol. XXIV, No. 2,
August, 1965, s PP« 72"77 «



. 16
TABLE V (continued)

WHEAT SUGARCANE
PERICD | Produce | Yield | Production|vield i
tion per He. per He. (Cu. M.)
m.t. (kilos) (kilos) e
*Peak 6,559 628 | 12,835,395 79,039 588,443
before '
- restora=
tion |
1949 10,051 721 6,193,818 50,606 246,794
1950 19,100 1,042 5,860,958 | 48,064 326,689
1951 - 15,165 1,058 3,584,997 | 45,237 368,447
1952 16,604 1,139 4,800,883 | 49,003 448,570
1953 14,288 1,058 8,394,348 | 74,136 462,874
1954 15,493 1,397 6,310,090 65,950 476,783
1955 19,304 1,503 | 6,088,871 78,121 480,954
1956 27,099 1,735 | 6,343,248| 69,782 492,911
1957 36,129 1,812 | 7,083,395| 72,110 577,216
1958 39,850 1,755 | 7,521,085| 74,142 719,350
1959 43,029 1,884 | 8,093,447 | 81,571 818,080
1960 45,574 1,808 6,736,236 | 70,505 822,326
1961 44,248 2,034 | 7,922,383| 79,082 897,978
1962 42,100 2,067 | 6,142,408| 65,697 904,722
1963 18,739 1,304 6,506,590 | 69,145 879,026
1964 19,709 2,097 6,746,961 70,999 [1,069,582

*Peak period: 1941 f@r‘wheat, 1938-39 for sugarcane,
and 1942 for forestry products.
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former tenant-formers into owner~farmers; b) the crganization
and strengthening of farmer associations through which improved
farming techniques are demonstrated, credit facilities provided,
and coﬁperative marketing and purchasing conducted; ¢) heavy
investments by the government in developing irrigation projects
and the fertilizer industry; d) technical snd financial asgiste
ance afforded under the U. S, aid programs; e) government

planning and execution of an agricultural development program.
I1. INDUSTRY CF TAIVAN

The Japanese, who ruled Taiwan for fifty-one years,
left behind a number of agricultural processing industries,
including sugar refining, pineapple camning end tea processing.
In oxder to meet their wartime needs, the Japanese also started,
on a rather small scale, a few industries, such &s petroleum
refining, shipbuilding, end fertilizer, alumimum and text;le

plants.

Tajwan's industrial activity came to a standstill when
the war ended because of the damage inflicted by the devastating
air raids, the lack of proper maintenance throughcout the war

years, and a general shortage of industrial raw materials.
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Rehabilitation was difficult and slow in the early postwar
days due to a lack of funda end materials, The unstable poli-
tical situation on the Mainland prevented the central govern-
went from cantfihuting much to solve problem. The loss of

the Mainland to the Commmilsts and the evacuation of thousands

of Mainlanders to Talwan wade the situstion even worse.

Late in 1950, U. 8. ald errived just in time. It made
available materials and equipment for the rehabllitation end
construction of power plants, textile mills, fertilizer fac-
tories, steel works and soms other important industries.
Economic end technical assistance from the United States not
only speeded up the rehabilitation work, but also helped
stabilize Taiwan's economy by permitting the importation of

large quantities of consumer goods,

In 1953, upon completion of its rehabilitation task,
the Chinese Covernment began its lomgerange economic dsvelop-
ment efforts. In the same year it launched its first foure
year plan followed successively by a second, third, and fourth,
The purpose of the four-year plans was to iuprove the living
stendards of the people. At the sawe time, the government

pursued a policy of fostering private entarprises.)?ﬂor
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example, four large government-cwned memufacturing establishe
ments, namely, the Taiwan Cement Corporation, the Taiwan Pulp
and Paper Corporaticn, the Talwan Industriel and Mining Cor-
poration énd Eha Taijwan Agricultural and Forestry Developmwent

Corporation were converted to private ownership in the 1950's.

In order to further encourage industrial investment
and promote the growth of private industry, a number of measures

have recently been adopted by the government:

A. In order to hasten capital formation and to enccurage
domestic savings, a series of education programs were launched
end an island-wide network of savings institutions, comprising
banks, post offices, farmers asscciations and credit coopera~
tives established to fulfill the purpose. Also, the Statute
for Encouragement ¢f Investment was promulgated in Septeuber
1960 to induce foreipgn investment. A five-year income tax
exemption was extended to new and essential {ndustries. Une
distributed profits used for reinvestment were made tax-exempt.
fo were export sales, Many other benefits for local and inter-

national investors were provided under the law,

B. For coordinating investment promotion activities
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within the government and providing general investment service
to private investors, the Industrial Develcpment and Invest-
ment Center was activated in Decesmber 1959, The Center serves
as a liason among government, private domestic and foreign

investors,

C. Long and short term credit assistance is provided
by the government through banks and other financing institu-
tions to improve the ptoducﬁivity of private industries and
to finance the mamufacture of export commodities. Also,
technical assistance is given to private industries by the
China Productivity and Trade Center, a private orgaenization
established with the backing of the government in 1955.

D. A muber of restrictions cn the use of farmland for
plant sites have been removed in recent years, and two care-
fully designed industrial districts, Liutu in the north and
suburban Kachsiung in the scuth, have been created to provide

prospective investors with suitable plant sites.

E. For promotion cf exports, the government has cffered
assistance to improve packing, inspection and transportation
of export goods. It has also encouraged and assisted in the

organization of export associaticns in additicn to sponsoring



21
trade missions and exhibits at variocus international trade

-fairs.l

All the ebove-mentioned measures ave simed at enccuraging
capital investament in private industry. The fesult has been
most encouragingz. The most noticeable improveaxent (saa Table
V1) is the increase of electric power production from 1,040,4
414,000 k.w.h, in 1950 to 5,914,078,000 k.w.h. in 1964. The
producticn of cement, gascline, paper and calecium superphose
phate is also phencmenal.' Needless to say, Taiwan's economy
is on the high road toward greater industrialization. The
change in economie structure may be evidenced by the fact that
in 1963, industry accounted for 29.1 per cent of net domestic
production and agriculture 28.6 per cent.? Por the first time
industrial éreductien has exceeded agricultural production.

It may safely be said that the Taiwan econocmy has finally
reached the “take-off" point,

luan Libetu, Talwan Today, Hwa Kuo Publishing Company,
Taipei, Taiwan, China, 1964, p. 106.

2“Annua1 Report on Taiwan's Economy, 1963," Industry
of Free China, Vol. XXII, No. &, Cectober, 1964, p. 25.
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Vi

OUTPUT OF PRINCIPAL INDUSTRIAL PRODUCTS
1949 «

1964

20

. CRUDE |NATURAL .
PeRIoD | coar |CTUPE NATURAL| sy | sugar |pasrcs
Unit M.T. | KL. [1000 m3| M.T. M.T. | 1000 m
1949 | 1,614,127(3,567 | 25,449 253,948 |618,361| 29,051
1950 | 1,404,631|3,644 | 40,454 (175,063 |586,224| 39,370
1951 | 1,656,858|3,409 | 30,155|274,766|355,955| 55,978 .
1952 | 2,286,394|2,894 | 27,804 (311,714 |623,980| 85,148
1953 | 2,392,704 (2,830 | 30,295 |171,499 |947,899 (130,232
1954 | 2,117.603(5,572| 29,064 |388.910 |642.022 (166648
1955 | 2,359,316|3,745 | 25,952|449,718 |802,925 |167, 244
1956 | 2,529,046 (3,357 | 27.118|328.504 775,797 |142.426
1957 | 2,916,084 (2,778 | 28,755 |387,093 |917,861 [155.453
1958 | 3,181,418|2,390| 26,212|443,919 |866,847 |147,186
1959 | 3,563,131|2,071| 26,332|429,663 887,568 |156,101
1960 | 3,961,946 2,256 | 25.438 453,244 |845.696 (176,202
1961 | 4,236,574 |2,641| 37,069 |434,879 851,856 |200,105
1962 | 4,553,581|2,228| 38.397|594.715 |686,364 199651
1963 | 4,810,040|2,949 | 50,653|626,122 722,827 |221,056
1964 | $,027,653|9,686 |169,394 |602,179 [903,307 241,188

Sources: Industry of Free China, Vol. IV, No. 1, July,
1955, pp. 50-37, and Vol. XXII, No. 4, October, 1964, pp.
82“"95' and VOIQ XXIV, No, 2 August‘ 1965’ PP« 84"970
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TABLE VI (continued)

CALCIUM
PERIOD| PLYWOOD | PAPER |SUPERPHO-| GASOLINE |  CEMENT

SPHATE
Unit | 1000 m? | M.T. | M. T. KL. M.T.
1949 | weems 9,066 31,830 | 58,931 | 291,170
1950 | =een= 15,047| 37,790 | 31,258 331,976
1951 | mewms 20,554| 54,151 | 79,920 | 389,033
1952 | '1,393 | 27,633| 62,065 | 81,274 .| 445,618
1953 | 2,453 | 27,897| 69,145 | 110,261 | 519,676

1954 | 3,872 | 33,792| 78,049 | 137,099 | 336,416

1955 | 4,149 | 38,560 80,188 | 169,038 589,883
1956 | 3,721 | 49,357 100,714 | 162,713 591,206
1957 | 4,372 | 59.634| 103,605 | 186,551 | 603,933
1958 | 6,864 | 71,883| 103,810 | 201,493 | 1,014,739
1959 8,759 | 85,740 116,550 | 233,758 | 1,067,431
1960 | 10,315 | 97,268| 121,460 | 298,477 | 1,183,101
1961 | 18,641 | 98,534| 130,000 | 312,739 | 1,509,588
1962 | 26,287 | 110,010| 143,714 | 318,159 | 1,870,411
1963 | .31,170 | 106,067( 172,160 | 328,222 | 2,245,960
1964 | 66,925 | 126,203| 184,850 | 344,910 | 2,355,246




TABLE VI (continued)
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1964

" #Automobiles include sedans, trucks and buses,

19,372

91,797

158,461

5!91143078

GENERAL '
PERIOD | ALUMINUM | MACHTNERY *AUTO- | ELECTRIC | gag
INGOTS | g parTs | FANS |MOBILES| POWER
Unit | M.T. M,T. | Units | Units ;98,"2‘ 1000 m?
1949 1,312 | 2,988 59 | weens | 854,300| mewee
1950 | 1,761 | 4,493 355 | eomes [1,060,414| comen
1951 | 2,984 | 4,081 2,807 | wweee [1,285,104| emves
1952 3,856 | 6,155 9,852 | weses [1,420,313| 1,851
1953 | 4,906 | 7,752 | 14,052 | ==es= (1,564,341 3,029
1954 7,132 | 7,748 | 30,153 | e=-== [1,805,322| 3,234
1953 7,001 | 8,815 | 53,183 | weewe |1,966,358| 3,942
1956 8,759 | 9,322 | 81,544 | =e=es |2,249,810| 4,256
1957 8,259 | 9,980 102,775 | ==ee= |2,555,187] 5,015
1958 8,577 | 10,073 |104,546 98 |2,880,332] 5,130
1959 7,455 | 14,282 |169,024 514 3,212,839 5,634
1960 8,260 | 19,308 |203,843 917 |3,627,960( 5,321
1961 9,017 | 54,454 |188,357 | 1,008 |4,083,707 (12,648
1962 | 11,009 | 60,129 |206,950 | 1,752 |4,692,662|39,103
1963 | 11,928 | 67,785 |185,299 | 1,291 |5,018,536 53,876
1,797 59,486
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III. FCREIGN EXCHANGE AND

TRADE CONIROL SYSTEM

Foreion Exchance snd Trade Control Peliey. Mest of

the countries in the world which experience difficulties in
their external econcmie relations impose exchange and trade

controls in varying degrees. Taiwan is cne cf them,

The existing foreign exchange and trada comtrol systenm
of Taiwan is based cn the Progran for Improvement of Foreign
Exchange and Trade Contrel promlgated im April 1958. The

major policies of this program are:3

A. Realization of a unitary exchenge rate end trade
1liberalization: The main purpese of the existing foreign
exchange and trade control 1s to realize a unitary exchange
rate, with free convertibility and free trade as the final

goal when the payments position is balanced.

B, Price mechenism and the exchange rate: To bring

aForeign Exchange and Trade Control Commission, the
Republiec of China, Foreign Exclance and Trade Handbook, Tale
pei: Government Printing Cffice, 1961, p. 7.
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- 2bout a single exchange rate and to encourage free trade, the
price mechanism cperating on the exchange rate must be per-
mitted to functicn savthat trade wmay be rétionalized end
administrative contrels eliminated., However, to maintain
exchange rate stability, full functioning of the free price
mechanisn at the preséut'stagé of develcpment may not be
adviaablé. Thus, tha price mechanism has besen allowed to
cperate only on a limited scale since the exchange control
reform in 1938, Hence, the existing exchange rate, though
realistic, is not a true equilibrium rate and its effects on
both exports and imports are partially mitigated. A restrice
tive screening of imports is still imposed on invisible pay-
ments while certain difficulties are encountered in inducing

inward transfer of funds,

C. Full davelcopument of the mechanilsm and function cf
the exchange settlement certificate: The existing foreign
exchange and trade control system i3 based on exchange settle-
ment certificates, which serve as a link between exports and
imports. The actual rate of exchange 1s determined by the
demand for and supply of these certificates, and expert promo-

tion snd import restriction are exercised through these instru-



25
ments. The certificates alsgo serve as a medium for aqualizing
profits realized from exports and imports, with an ultimate
goal of balancing trade payments. Export proceeds are all paid
in exchange certificates, whi@h in turn represent full import
rights., However, the existing market rate for exchange certi-
ficates is still far from realistic because of the influence

of the controlling authorities.

Existine Exchenre Rate System, In order to further

understand the function of the foreign exchange and trade
contrel it is necessary to explain the existing exchange rate
system. The existing exchange rate is a unitary one based on
an exchange certificate selling rate of NI$40.03 to US$1.00
of the Taiwan Sugar Corporation. IExchange certificates are
issued for exports and imward remittances in the awcunt of
exchange surrendered while certificates equivalent ia value
are required ﬁf imports and cutward remittances. The exchange
certificate rate, therefore, represents the effective exéhange

rate.

The Taiwan Sugar Corporation only quotes a selling rate
on exchange certificates, but not the buying rate inasmuch as

the purpose cof designating the Corporaticn to quote & selling
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- rate 1s to permit the market rate of exchange certificates to
fluctuate below the posted rate. The following are the char-

acteristics cf’the existing ex¢hange rate:

A, It is restrictive. As the Taiwan economy is not
fully stabilized, the Taiwan Sugar Corporation has been author=
ized by the Chinese Government toc sell exchange certificates
at the rate of NTS&0.0B to US$1.00 without any limitation in
amount in order to avoid undue fluctuation in the market rate
of exchange certificates, The latter rate can fluctuate via
supply and demand from the posted price of Taiwan Sugar Cor-
poration down to the government stabilized rate,‘uaually NT$40

to US$1.00. Therefore, the rate is highly restrictive.

B. It i8 fluctuating. In principle, the posted exchange
certificate rate is not pegged but allowed to fluctuate accord-
ing to the demand and eupply situation of the market, When
the posted rate of Taiwan Sugar Corporation is considerably
higher than the market.rate, importers will natually buy their
required certificates in the open market and Taiwan Sugar Core
poration will be forced to lower its posted rate. Conversely,
when the market rate rises, importers will acquire their cer-

tificates from the Taiwan Sugar Corporation which may have
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to raise its posted rate in crder to slow dowvmn the demand
for certificates, The exchange rate is, therefore, a fluce

tuating one.

C. It is a free market rate. The purpose, pcsting
only the selling rate but not the buying rate of exchange
certificates, is to permnit the existence of a free certifi-
cate market with certain restrictions, i.e., the maintenance
of a fluctuating wmarket exchange rate. The reascn for not
posting a buying rate is to force the exporters to sell their
certificates in the open market where importers will buy
them only if the rate is lower than the rate posted by Taiwan

Sugar cm:pcrmm:ion.‘i

In short, the above-~mentioned foreign exchange and
trade control system is a measure adapted te the changing
economic conditions in Taiwan. Taiwan's economy has been
growing by leaps and bounds in recent years. It is gratifying
to see some tendency toward exchange relazation, It can be

expected that controls will be lifted when and 1f the econcmy

AIbid.. p. 8.
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daveldps to the point where it is feasible to adopt a freer

faréign trade policy.
IV. FCREIGN TRADE CF TAIWAN

In the past decade Taiwan has made considerable pro-
gress in promoting foreign trade, as shown in Tables VII,
VIII and IX, covering the period from 1952 to 1964. There
ars two characteristics which are worth noting. First,
in the 1952 to 1964 period exports of industrial products
showed a marked increase; surely this should be considered
as a reflection on industrial growth. Second, since 1963,
exports exceeded imports. This favorable balance of trads
emounted to US$20 million in 1963 and US$52 willion in 1964,
This 1s the first time that China has ever had a favorable
balance of trade throughout its entire history. However,
1£ U, S. aid had been eliminated, there still would have

been a deficit.
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TABLE VII

COMPCSITICON CF IMPCRTS

1952 - 1964 Value: US$1,000

wo————

CAPITAL CONSUMPTICHN

PERICD TOTAL & INDUSTRIAL

GOCDS RAW MATFRIAL COODS
1952 206,980 27,115 153,482 26,383
1853 190,597 32,988 130,731 26,878
1954 203,976 39,376 140,927 23,673
1955 190,065 35,339 135,419 19,307
1956 228,225 55,076 155,100 18,049
1957 252,235 66,632 165,965 19,638
19858 232,785 60,200 146,501 26,084
1959 244,350 75,980 149,502 18,868
1960 252,216 69,489 158,835 23,892
1961 324,050 91,952 193,644 38,454
19262 327,542 84,354 211,536 31,652
1963 336,787 82,936 225,580 28,271
1964 410,401 102,491 264,861 43,049

Note: Imports include bank's exchange settlements,
U, 8., aid and others.
Source: Council for International Economic Coopera-

tion and Development (CIECD), Executive Yuan, China, Taiwan
Statistical Data Book, 19635, Government Printing Cffice, 1963,
po 120. )
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TABLE VII1

COMPOSITION OF EXPORTS
1952 - 1964

Value: US$1,000

AGRICUL~  PROCESSED
PERIOD TOTAL  TURAL ACRICULTURAL INDUSTRIAL corHERs

PRODUCTS  PRODUCTS PRCDUCTS
1952 119,527  32,19% 81,637 4,328 1,368
1953 129,793 17,019 103,275 8,288 1,211
1954 97,756 14,481 75,571 6,665 1,039
1955 133,441 39,600 83,582 8,193 2,066
1956 130,060 19,504 . 93,343 15.454 1,759
1957 168,506 28,071 125,820 12,066 2,549
1958 164,433 39,135 103,725 18.571 3,002
1959 160,540 38,460 86,088 33,575 2,417
1960 169,866 19,857 95,014 51,674 3,331
1961 214,061 32,731 91,405 84,978 4,927
1962 238,609 33,045 85,821 112,555 7,188
1963 357,524 51,176 154,160 141,164 11,024
1964 463,110 74,208 187,002 184,602 17,298

Source: Ibid., p. 117.
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TABLE - IX

INDEX NUMBERS OF IMPORTS AND EXPORTS

1952 - 1964

INDEX (1952=100) | ANNUAL, GROWTH (%)
PERIOD | TOTAL TOTAL

E IMPORTS| EXPORTS TRADE IMPORTS | EXPORTS
1952 |- 100.0 | 100.0 | 100.0 wo- et N
1953 98.1 | 92,1 | 108.6 | ~1.9 ~7.9 .~ 8.6
1954 92.4 98.5 81.8 | -5,8 7.0 -24,7
1935 99.1 91.8 | 111.6 | 7.2 -6.8 . 36,5
1956 109.7 | 110.3 | 108.8 |.10,8 20.1 . =2.5
1957 128,9 | 121.9 | 141.0 | 17.4 10.5 - 29,6
1958 121.7 | 112.,5 | 137.6 | =3.6 | =7.7 | *2.4
1960 | 129.3 | 121.9 | 142,1 | 4,2 | 3.2 5, 8
1961 | 164.8 | 156.6 [ 179.1 | 27.5 28.5 | 26.0
1962 | 173.4 | 158,2 | 199.6 | 5.2 1.1 |. 11,5
1963 212,6 | 162.7 | 299.1 | 22.6 2.8 | 49.8
1964 267.5 | 198.3 | 387.5 | 25.8 21.9 - 29.5

 Sources Ibid., p.:115.



CHAPTER 11
LAND REFORM CF TAIVAR

Land &iﬁtriﬁution may be man's cldest scclio-ecconomie
problem. It arcose in ancient China and Egypt, in India end
the Middle East. Vhen population cutran lend rescurces,
trouble cccurred. Even when balance was estsblished, the
interests of tenants clashed with those of landlords. Those
who tilled the scil have always felt that they should owm the
land, The problem of land cwnership remains as thorny as
ever == @specially in Asia and Latin America -- and the gﬁmand
for refora 18 expected to intensify ian the years ahead,

Taiwan with its 1limited land and fast-growing populae
tion is undoubtedly in need of reform for the purpose of
econonic development., The Taiwan Provincial Covernment decided
to i{nitiate land refora in 1949 through a peaceful, crderly
process, The overall picture of land reform will be discussed

in this chapterx,

I. GENERAL FACICRS

/A <
Ecercity of srable land, The cultivated land in Talwan
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is only about 23 per cent of the total area, nine~tenths of
the renainder is mountainocus and forest land. In 19&3. the
total area of tha cultivated laond was 872,208 hectares, end
there were 5,611,356 farmers. (n the average, each individual
would have only 0.1554 hectare of cultivated land. Cbviously,
it is too small, Since the cultivated land area remains rela-
tively constant, the man~land ratio rises as population grows.

This 48 indeed an acute problem for Taiwan,

Population pressure. In 19&6, Taiwan had a population
density of 882,73 persons per square mile (see~!§biewx)s The
average anmual rate of natural increasa was 3.36 per cent
for the pericd from 19352 to 1925. It 15 considered one of
the highest rates in the world. Should the population continue
to increase at that rate, it would double every thirty years.

The pressure is too high.

Maladjustments in land distribution. According to
officlal statistics compiled by the Taiwan Provincial Departe
ment of Agriculture and Forestry and the Taiwan Provincial
Cffice of Accounting and Statistics, the nuuber of tenmante
farm families at ﬁha end of 1943 was 68.8 per cent (37.8 per

cent of tenantefarm families and 31 per cent of part-owner



TABLE X

PCPULATICN DENSITY AND NATURAL INCREASE RATE

1952 « 1964

POPULATICN ‘ BIRTHS DEATHS NATURAL INCREASE
PERICD| DENSITY Nunmber | Rate [Hunber |Rate |Number!| Rate

(per sq. mile) |(1,000)] (%) [(1000)| (%) |(1000)| (%)
1952 585.41 373 4,66 79 |0.99| 294 3.68
1553 607.71 375 4,53 78 |0.94( 297 3.59
1954 630.12 384 4.47| 70 |0.81| 314 3.65
1955 653.77 404 4,53 77 |0.86 327 3.69
1956 676.30 414 4.48| 74 |[0.80| 340 3.68
1957 697.89 395 4,14 81 [0.8%] 314 3.29
1958 723.04 411 4,17 75 10.76| 336 3.41
1959 751.27 421 4,11 | 74 1(0.72) 347 3.39
1960 772.26 419 3.95| 74 [0.70| 345 3.25
1961 802,96 420 3.83| 74 [0.67| 346 3.16
1962 829.10 423 3.74| 73 |0.64| 350 3.10°
1963 855.81 424 | 3.62| 72 (0.61| 352 3.01
1964 882,73 417 3.45| 69 |0.57| 348 2.88

Scurce: CIECD, Taiwan Statistical Data Book, 19635,

CGovernment Printing Cfiice, 1965, p. 5.

Notes: (1) Birth rate, death rate and rate of matural
increase are computed as follows:
Birth Rate » Nuwber of Births + Mid-year Population x 100
Death Rate = Number of Deaths + Mid~year Populatiomn x 100
Rate of Natural Increase = Number of Natural Increases
Mid-year Population x 100

(2) End of year data used.
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farm families) of the total number of farm families. According
to figures for 1950, 1951, and 1952, there were 169,216 part-
owner farm families, who constituted 24 per cent of the total
nuaber of fara families; 242, 754 tenant-farm families and
44,924 farm-hand families, constituting 34.5 end 6.4 per cent
reaspectively of the total nuuwber of farm families in Taiwan,
All together, these part-cwner farmers, tenant farmers, and
harm=hand families, who do not have encugh cultivated land
or no land at all, amounted to 64.9 per cent cf all the farm
fauilies. In other words, there were only 35.1 per cent cf |
owner farmers, totaling 247,675 families, who have encugh
land to till.lw | |

Tenancy situaticn. Tenancy 18 widespread on cultivated

land in Taiwan and the conditicns are harsh. Land rent is
generally more than 50 per cent of the harvest., In wore
fertile areas, it even rums as high as 70 per cent. In addie
tion, there is 8 so~called "iron-clad rent,” which means that
regardless of the harvest the lessee i3 required to pay a

certain winimum amount of rent. There is alsc a by-product

. IChen Cheng, Lend Refcra in Taiwan, Taipei: China
Publishing Company, 1961, p. 7.



35
rent, which means that in addition to the regular remt, the
tenant has to pay the landlord 50 per cent or more of the
by~products he produces through the application of additional
laber. Instances of subleasing by tenants to other tenants
are also common. Generally spesking, only a few lease con-
tracts aie for definite periocds of time, and most of them
are oral in nature. Ocecasionally, extracrdinary extortions
in the form of security depdsits. guarantee money, and péymenc
of rent in advance are also demanded. It goes without‘saying
that under these conditions the tenant férmer suffers un-
bearable hardships. He feels no love for the soil and has
little interest in increasing production. Such a state of
affairs could cause serious conflict between the two classes,

as it is a source of sceial and political unrest.

ﬂy' The land referm procram. The land reform program was

based on "The Three Pecples' Principles," propounded by Dr.
Sun Yate-sen in 1924, 1In the ''Principle of Pecple's Liveli-
hoed," he stated two funda@ental measures by which his poli-
tical ideal could be put into practice, namely, equalization
of land rights and regulation of capitsl.[jﬁo far as the

equalization of land rights 18 concerned, Dr. Sun had this
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to say:

A large majority of the people in China are peasants,
at least nine cf every ten, yet, the food which they
roise with such wearisome lebor is mostly taken away by
the landowners. W¥hat they themselves can keep is barely
sufficient to keep them alive. 7This is a mcst unjust
situation. If we are to increase the producticn of fcod,
we must make laws regarding the rights and interests of
the farmers; we must give them encouragement and protece
tion and allow them to keep more of the fruit of their
land .... When the Principle of Pecple's Livelihood is
fully realized and the problems of the farwer are all
solved, each tiller of the soil will possess his own
fields «- that 18 to be the final goal of our efforts...
Cf the food produced in the flelda, 60 per cent, according
to cur latest rural surveys, goes to the landlord, while
only 40 per cent goes to the farwer. If this unjust
state of affairs continues, when the farmers become intel-
ligent, who will still be willing to toil and suffer in
the fields? But if the food raised in the fields all
goes to the farmers, they will be more eager to farm and
producticn,

This 18 Dr. Sun's "landeto-the-tiller"” theory behind

the present land refora prngram.;]

In the land reform program, five principles have been

adopted by the Chinese Government:

A. The program is to be carried cut gradually and by
peaceful means. Landlords are permitted to retain a reasone
eble amount of tenanted land. Amcunte cver and sbove this

1limit must be sold to the government at reasonable prices
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for resale to tenants. Futhermore, the government will ex-
tend loans to the tenants to emable them to buy the lands
gold by the landlord.

B. Both the coupulsory purchases of land and {ts resale
are handled by the government without direct comntact between

landlerd and tenant so as to prevent sbuses or disputes.

C. Care is taken to see that the buyer is the original
tiller, that the land is the same land that he has been tilling,

and that the way of cperating the farm is unchanged.

D. For protection from other enterprises, limits are
set on farmlands owned educational, social, and econcmic
organizations and by industrial and commercial plants. Such

lands are exempt from compulsory puchases and resales,

E, Protection ié/given to owner-cultivators by pre-
venting the transfer‘or léasa of farmlands purchased under
the land?to-the—tiller program before the price has been
fully paid.

Based on the above principles, the Chinese Covernment

has taken the following wmeasures for carrying out the program:
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(/) A. Farm rental reduction. In 1949 the Taiwan Provine
~ e¢lsl Covernment drew up a set of "Regulations Governing the
Lease of Private Farm Lands."” Upon appravallby the Provine
cial Council, the Regulations were promulgated on April 14,
1949. At the same tima, all the counties:and municipalities
in Taiwan were instructed to enforce the program beginning

with the harvest of the first crop in 1949,
The major pbints of the rent legislation are as follows:

1. Réduca rental rates, As it stands, the law provides
that rents should not exceed 37.5 per cent of the total anmual
jield of the m&ia erop.' If the rents originally agreed upon
exceed 37.5 per cemt, they ﬁust be reduced to 37.5 per cent.
However, if they are less ﬁhan 37.5 per cent, they ahould be
increased, At same time, all extra burdens such as advance

rent payments and security deposits are to be abolished.

2. Protection of tenant's rights, The law also provides
that all farm lease contracts must bq in writing,and that the
lease period should not be less th&n s8ix years. For the durae
tion of the contract, except for legally specified reasons,

the landlord may not terminate the contract unilaterally.
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Even if the lessor should give up his right of ownership
to third party, the contract will remain valid with respect
to that third’party. If, at the end of the lease contract,
the lessee is willing to continue the lease, the contract
must be renewed, unless the lessor takes back the land for
his own cultiyatiun fn accordance with legally specified

procedures.

3. Protecticn of landlord's rights and interests.,
Accqrding to the farm lease contract, the tenant must pay
rentals when due. The landlord's rights and interests are
duly protected by the provision that he may terminate the

contract if arrears total two years' rental payments.

t)\ B. Sale of public farm land, Public farm land in
Taiwan is that which under the Japanese ruia was owned by
various levels of government as well as by private Japanese
subjects. When Taiwan was restored to China, all this land
was taken over by the Chinese Government as its public pro-

perty, amounting to some 180,000 chia (430,000 acres).2

21b1d., p. 50.
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Most of the public land is in the southern part of the island.
It i3 classified, according to the provisions of land laws
and regulations, into foﬁr types, namely, state-owned, county
(hsien) or municipaiity (shih)~ovmed, province~-cwned, and

district (hsiang) or township (cheng)-owned.

“All public land, except those retained by publig enter=
prises for their own use, 18 leased directly to farmers for
cultivation, sé_that the deep-rooted sbuses in land tenure
that had prevailed under the Japanese administration were
completely wiped cut, Thé leasing of public farm land has
not produced fuily the anticipatad results. In the case of
public far@ land leased to individual farmers, owing to the
low rental rates and keen competition for the leases, there
is still room for greater equity in the selection of the
lessees and the parceling of land. Besides, some lessees
often sublease the land or part of it to other farmers and
it is not unusual to'find that parcels of farm land lie

uncared for and uncultivated.

wWith the successful conclusion of the farm rental réduc—

tion program in 1951, the Taiwan Provincial Government drew up
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another set of "Regulations Governing the Sale of Public Farm
Lands to Establish Cwner-Farmers in Talwan Province.," The
sale of public land was a device by which the government of-
fered to sell public farm land to farmera'who were cqualified
to purchase such land according to relevant regulations and
who made epplication for the purchase according to prescribed

procedures.,
The purposes of the sale of public farm land are:

1. To promote land ownership by farmers., The sale of
public farm land is to enable farmers to terminate their
tenant relations with the government and become owner-farmers

by acquiring the land outright.

2. To reform the land system. The government, by
taking the initiative to sell public farm land, sets an
example for private landowners. This serves as a harbinger
for the compulsory purchase of private farm land for resale
to farmers and thereby as a reform measure paves the way to

the realization of the "land-to-the-tiller'" ideal.

3. To increase land utilization. Since ownership
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enhances pride and stimulates a desire for further gain, the
owner-farmer can be expected to cultivate his land with

greater enthusiasm and ingemuity.

QJ C. Land-to-the-tiller program. To repeaﬁ, the ultimate
cbjective of rural land reforﬁ is to realize the *laﬁd-to-the-
tiller" ideal. Following the reduction of farm rent to 37.5
per cent and the sale of public land, the government made

a final effort to implement the land-to-the-~tiller program,

and the effort was guided by three principles:

1. To help tenant farmers acquire landownership without
increasing their financial burden so as to avoid producing 111

effects on thelr livelihood and on the operation cf their farms.

2. To preteét the interests of the landlords. VWhile
ghaking off the shackles of the tanancy system is order to
1mprdve the living conditions of the tenant farmers, the en-
forcement of the land-to-the-tiller program must take into
consideratien.the interests of the landlords so as to prevent
them from suffering too great a loss, The measures adopted
were that the government would purchase the tenanted land of

the landlords, leaving them a reasonable amount of land for
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their owm use,

3. To convert landholdings into industrial holdings.
Having been forced to sell their tenanted land, the landlords
would need other scurces of income., To help solve this pro-
blem and to ﬁake,profitable ugse of the money paid ﬁo them
for the land sold, the,governmént decided that the landlords
should be encouraged to take part in industrial uses, Con-
crete measures taken by the government were to transfer the
Jointly-owned state and province Taiwan Cement Corporatiom,
the Taiwan Pulp and Paper cOrpoéation, the proﬁince-ownad
Taiwan Industrial and Mining Corporation, and the Taiwan
Agricultural and Forestry Development Corporation to private
ownership by offering the government stocks for sale to pri-
vate investors. Proceeds were used to pay for land compulsorily

sold by the landloxds,

The "land-to-the«tiller" program could not be carried
out without a clear picture of landownership. Therefore, a
general landownership clasgification was necessary as a basic
preparation for the implementation of the land-to-the-tiller

program., The job was carefully to investigate and register
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the land categories, changes in land rights, conditions of
land utilization and the distance between the land and the
landlord's place of residenée to show whether it was resi-
dent~ or non-resident owned, fhis task began in January
1951, and was completed in February 1952, The calculation
of the land acreage under purchgsa end retention was baged
on the "land-:eeord cards" and “landownership cards." The
former identified the owner of tha plot of land by specifying
first the plot and then the name of its owner, while the

latter reversed that order,

For the promulgation of the land-to-the-tiller program,
the Land-to~the-Tiller B{ll was passed by the Legislative
Yuan (the highest legislative organization of the Chinese
Covernment) on Jamuary 20, 1953, The bill, as finally enacted
under the title of the Land-to-the-Tiller Act, was divided

into five chapters and 36 articles.

Ve .
[\ In addition to the three principles mentioned in the

preceding paragraph, other important features of the Act are

as follows:

1. Abolition of the tenancy system by peaceful means.
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The purpose of the Act was to abolish land tenancy gr&dually
by peaceful means, The first step taken for enforcement of
the program was eﬁmpulsary government purchase of all tenante
cultivated land owned by the landlords in excess of the pres-
cribed retention limit for resale to the tiller or tillers.
Next was purchase by the tiller or tillers with loans granted

by the government.

2. Purchase and resale by the government. Tenants were
by no means on an equal footing with landlords. If the transe
fer of farm land to tenants were to be carried out privately
between the two contracting parties, it would most likely
1nvolvé 1rreguiqrities and entail disputes, and the situation
eventually would get out of control, Thus, this was why the
government was used as the vehicle for transfer of landcwner-
ship, 1.e., the government undertook to purchase the land from
the landlord and resell it to the tiller or tillers, with the
landlords and the tenants having no direct contact with each

other,

3. Land reform through an orderly procedure. The Act

provides for sale of land to the original tiller so that the
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tenant system might be gradually abolished, The procedure
did not require the subdivision of farm land, nor any change

in its cultivation.

4. Equal protection of other enterprises. Many educae~
tional and philanthropic organizations and public end private
enterprises depend upon farm land as a source of their revenue
or as the basis of their cperations. Such lands should not
be compulscrily purchased. The Act, therefore, provided that
land used for purchases of experimentation, research or agri-
cultural extension, or land needed by educational and philane-
thropic institutions, and land required by public and private
enterprises for the supply of raw materials, were to be exempt

from compulsory purchase by the government.

5. Continued protection of owner-farmers. Tenant-
farmers who had just beccme cwner-farmers after acquiring
land under the land-to-the-tiller program probably would be
short of funds, The Act, therefore, provided a Production
Fund from which lcans might be extended to the farmer-purchasers.
Alsgo they were given assistance to operate their farms with

modern techniques on a cooperative basis, Restrictions were
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also provided that land acquired under the land-tonthé-eiller
program was not to be transferred before its purchase price
had been paid in full and that farmer-purchasers were not
allowed to use the name of a third party to purchase the land

and lease it cut after purchase for their own peraonaligatn¢]

Since changes in land rights were frequent and the
relationship of man to land arising from failure to sign lease
contracts, from subleases, fake owner-cultivation and false
purchase and sales were so complicated, it was necessary to
undertake a comprehensive investigation. The items to be
checked before carrying ocut the-puréhase and resale of the
farm lands included whether the description of the land was
correct, whether the conditions of 1its use and the amount of
anmual yields were normal and whether the man power of the
families to undertake farming was adquate. After the comple-
tion of this check, the compulsory purchase of farm land and
its resale to the farmere-purchasers begsn on May 1, 1953, and
was brought to a successful conclus}on by the end of December
1953, All in all, a total of 143,568 chia (344,092 acres)
of farm land had been compulgorily purchased by the gavainment

and resold to farmexbpurchasera, not including 14,045 chia
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(33,662 acres) of farm land which tenant farmers had purchased
directly from the landlords. The total number of farming
families which had purchased farm land resold by the govern~

ment was 194,823.3

According to the provisions of the Land-to-the~Tiller
Act, compensation to landlords was paid 70 per cent in land
bonds and 30 per cent in stocks in government enterprises.
No cash was paid in order to avoid price inflation which would
be damaging to all concerned. Land bonds are of two kinds:
rice bonds and sweet potato bonds. Compensation for paddy
fields was paid in rice bonds, and dry land in sweet potato
bonds. These two kinds of bonds were to be paid in equal
installments spread over a period of ten years, and bore an
interest of four per cent per annum. The 30 per cent compen-
sation in government enterprise stock shares to landlords con-
gisted of stocks of the four corporations mentioned above.

The work of compensation to landlords was completed in 1954,

Proceeds from the sale of the government-purchased land

were the chief source of revenue to pay for the land compulsorily

31bid., p. 75.
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purchased from landlords. Therefore, the success or féilure
of the land-to-the~tiller program would rely upon how the re-
sale price of the land acquired. According to the Land-to-
the—Tiller Act, the price of farm land offered by the govern-
ment for resale was calculated on the same basis as that of
farm land compulsorily pufcbased from landlords, namely two
and half times the value of the annual main crop yleld. Land-
ownership certificates were to be issued only after the pay-
ment of the first installment. The entire price was to be
paid in equal annual installments over a pericd of ten years,
and each gnnual amount was to be cQIIected in equal semi-snnual
payments to be closely coordinated with the harvest seascms,
Thus, the entire purchase price was to be paid off in 20
- installments spread over a period of ten years., Collection

of the first semi-annual installment payment began in July 1953,

Achievement of the land reform. In the execution of

the land reform program, it was inevitable that many problems
arose. However, as a whole, the program proceeded smoothly
and successfully, In 1962 th land reform program was consi-
dered completed when the purchase payments were made in full,
Agricultursl prodﬁctiqn increased significantly (see Table V),
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particularly rice production which increased from 1,214,523
metric tons in 1949 to 2,112,874 metric tons in 1962,

As the area of the farm land is relatively constant,
the rising agricultural production should be attributed to

the {mprovement of overall productivity (see Table XI).

The resulting higher farm income has been responsible

fﬁr rising standards of living enjoyad in the rural areas,

as observed by the Cabinet Rent Reduction Inspection Team:

3 Cut of a total farming population of about 200 families

| in Tahchiao Village, Changhua County, there are 140 tenant

! families which have better living conditions now, as may

| be seen from such facts as these: a) seven families have

. built new houses; b) 20 families have had their farmhouse

\\ newly repaired; c¢) four families have purchased farm land;
- d) 40 families have bought draft cattles; e) 25 families

have had marriage celebrations.4

Other than improving the walfare'of the pecple in the

" rural area, the land reform contributed to the gradual transfer

of capital originally tied up in land to industry and commer=
cial pursuits,resulting in a phenomenal growth of trade and

industry, a transformation of the social and economic structure

41b1d., p. 44,
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end a giant step ﬁaward a more developed aociaty::)Thare-
~ fore, implemgntgtian of the land reform program was not
only basic to the betterment of the livelihood of the
.peéple and the promotion of political and social stability;
but also it was a force working toward furtheranca of the

econonic development and industriaslization of Taiwan,



CHAPTER 1IV
'THZ FOUR FOUR-YEAR ECONOMIC DEVELOPMENT PLANS

The Economic Stabilization Board was established
by the Chinese Government on July 1, 1953 to serve as
the gole agency for overall planning and general coordina-
tion and implementation of the economic development plans.,

So far four consecutive four-year plans have been adopted.

In this chapter the discussion will center on the
accouplishments under the various four-year plans in terms

of GNP, national income snd per capita income,

I. FIRST FOUR-YEAR ECONCMIC
DEVELCPMENT PLAN (1953-1956)

A Four-Year Economic Development Plan for Taiwan
was first drafted in October 1952, designed to achieve
an equilibrium in the federal budget, in internaticnal
payments and between production and consumption by the
end of the four-year period, The plan was also designed
for the purpose of promoting foreign trade, increasing

agricultural and industrial production end raising the
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living standard of the pecple.

With 1952 as the base year, the goals for 1953 to
1956 were calculated on the basis of an average annual
rate of increase of £ per cent for CNP and national income
and 5 per cent for per capita income. As indicated by
Table XII, the goals for GNP were NT$17,007 millicn in
1953, NT$18,367 million in 1954, NT$19,836 million in 1955,
and NI1$21,422 million in 1956, The actual results were
phencmenal., CNP rose to NT$21,200 million in 1953, N7$23,154
millicn in 1954, NT$27,885 million in 1955, and NT$32,297
million in 1956. National income in turn was projected to
reach NT$14,090 million by 1953, NT$15,217 million by 1954,
NT$16,434 million by 1953, and NT$17,748 by 1956. Thé
results of the four-year plan were that national income
reached NT$17,882 million in 1953, NT$18,807 millicen in
1954, NT$22,561 million in 19355, and NT$26,041 million in
1956, Per capita income also exceeded the goals in each
cf the four years. Per capita income reached NT$2,609 in

1956 as compared with a goal of NT$1,829.

In addition, the indices of agricultural production,

with 1952 as the base year, rose to 114,.2 in 1953, 116.5 in
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TABLE XII

COMPARISON COF THE GOALS AND RESULTS OF
'THE FIRST FOUR-YEAR PLAN
1953 - 1956

(In current prices)

PERIOD cNp NATIONAL INCOME|PER CAPITA | cprl
(NT$ MILLION)| (NT$ MILLION) | INCOME(NT$)
1952 -
(Basge 15,748 13,047 _ 1,505 .
ear) | :

1953 17,007 14,090 1,580 [ewe
COALS 1954 18,367 15,217 1,659 |===

1955 | . 19,836 16,434 1,742  |e=-

1956 21,422 17,748 1,829 | ~==

1953 21,200 17,882 1,993 |wee
RESULTS 1954 23,154 18,807 2,026 |eew

1955 27,885 22,561 2,334 |wee

1956 32,297 26,041 2,609 [we=

- Sources: Industry of Free China, Vol, XXII, No. 1, -
January, 1962, pp. 6061, and Vol, XXIV, August, 1965, pp. 66-57.

Notes: 1, Data on CPI (consumers* prica index) for the
. years before 1956 are not available,

2, The average snmual rate of increase projected
under the plan for GNP and national income was 8 per cent and
for per capita income 5 per cent,

3. NT$may be converted to US$ through the official
exchange rate promulgated by the Chinese Government for NI$24,78=
Us$1.00 from 1952 to 1957.
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1954, 119.3 in 1955, and 127.6 in 1955. TFor industrial pro-
duction, the indices were 124.1 in 1933, 133.0 in 1954, 147.8
in 1955, and 155.4 in 1956.1 In other words, during the
four-year pericd, the agricultural production increased 27.6
per cent, and the industrial production increased 55.4 per
cent, Industrial producti&n did much better than agricultural

production,

The First Four-Year Economic Develcpment Plan, cone
cluded ;n51§56, was deemed a great success, ,ﬁowevar, in spite
of the government appeal for austerity, private consumption
increased over the four years to such an extent‘thac saving
" became inadequate for investment. This necessituted reliance

on Unigéd States aid for covering tha deficiencies.

II. SZCOND FOUR-YEAR ECONCMIC
DEVELOPMENT PLAN (1957-1960)

In 1957, the government dréfted the Second Four-Year
Plah; The objectivé was to accelerate economic developument,

The performance of this Plan is presented in Table XIII.

100unc11 for Internaticnal Economie Cooperation and 4
Development, Taiwan Statistical Data Reck, Taipei: Governe

ment Printing Office, 1965, p. l.
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TABLE XIII

COMPARISON OF THE GOALS AND RESULTS OF
THE SECOND FOUR-YEAR PLAN
1957 - 1960

(In current prices)

PERIOD GNP NATIONAL INCOME [PER CAPITA CPI
: (NT$ MILLION) | (NT$ MILLION) |INCOME(NTS)
1956
(Base 32,297 26,041 2,609 100.00
vear)
1957 34,880 28,124 2,739
GOALS 1958 37,670: 29,894 2,876
1959 40,683 32,285 3,020
1960 43,937 34,868 3,171
1957 | 37,986 29,982 2,915 110.35
1958 41,650 32,827 3,087 113,91
RESULTS
1959 48,675 38,513 3,508 125,95
1960 59,929 _ 48,008 4,237 149.21

Sources: Industry of Free China, Vol. XXII, No. 1,

January, 1962,pp. 60-61, and Vol. XXIV, No. 2, August, 1965,
pp. 66~67, and CIECD, Taiwan Statistical Data Book, Taipei:
Government Printing Office, 1965, p. 100.

Notes: 1. The average annual rate of increase projected
under second four-year plan for GNP and national income again
was 8 per cent and for per capita income 5 per cent,

: 2. NT$ may be converted to US$ through the official
exchange rate promulgated by the Chinese Government for NT$24.78=
US$1.00 from 1952 to 1957, NT$36.38=US$1.00 from 1958 to 1960,
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The Second Four-Year Plan was consumnated in 1960 with
very encouraging results., CNP in current prices rose from
NT$32,297 million in 1956 to NT$37,9856 million in 1957,
NT$41,650 million in 1958, NT$48,675 million in 1959, and
NT$59,929 million in 1960, National income increased from
NT$26,041 millicn in 1956 to NT$29,982 wmillion in 1957,
NT$32,827 million in 1958, NT$38,513 million in 1959, and
NT$48,008 million in 1960. Per capita income also rose from
NT$2,609 in 1956 to NT$2,915 in 1957, NT$3,087 in 1958,
NT$3,508 in 1959, and NT$4,237 in 1960. A good part of the
gains, however, were cffset by a risiﬁg CPI which rose 49,21

per cent éﬁring the four years,

With 1952 taken as the base year, the indices of
agricultural production rose from 140.4 in 1957 to 151.9 in
1958, 155.3 in 1959, and 154.5 in 1960, During the same
period, indices of industrial production increased from 176.5
in 1957 to 190.0 in 1958, 214.9 in 1959, and 244.6 in 1960.2
The industrial production still took the lead in progress.
However, agriculﬁu:al production did much better under the

Second FoureYear Plan than under the First Pian.

szid., p. 1.
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111. THIRD FOUR-YEAR ECONCMIC
DEVELCPMENT PLAN (1961-1964)

. The Third Four-Year Economie Development Plan,
extending from 1961 through 1964, was formulated on the
basis of implementing the previocus development plans in
terms of current economic conditions and development trends,

Major targets of the plan are shown in Table XIV.

GNP in current priéea was projected to rise from
NT$59,929 million in 1960 to NT$64,723 million in 1961,
NT$69,901 million in 1962, NT$75,493 million in 1963, and
NT$81;532 million in 1964, National income was expected
to increase from NT$48,008 million in 1960 to NT$51,848
million in 1961, NT$553,996 million in 1962, NT$60,475 mil-
1ion in 1963, and NT$64,113 million in 1964, Per capita
income was anticipated to rise from NT$4,237 in 1960 to
NT$4,449 in 1961, NT$4,671 in 1962, NT$4,904 in 1963, and
. NT$5,149 in 1964, |

The results were remarkable, especially in the year
of 1964 when the CPI actually declined-~over the full four

years the CPI only rose 7.11 index points or 4.3 per cent,
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TABLE XIV
COMPARISCN COF THE GQOALS AND RESULTS CF
THE THIRD FCUR-YEAR PLAN

1961 - 1964

(In current prices)

PERIGD CNP NATIONAL INCOME|PER CAPITA | cpr
(NT$ MILLION)| (NT$ MILLION) |INCOME(NTS)
1960 ‘ ~ | 1956
(Base 59,929 . 48,008 4,237 160
year)
coars | 1961 64,723 51,548 4,449
3 1962 69,901 55,996 4,671
11963 75,493 60,475 4,904
1964 81,532 64,113 5,149
| 1961 66,334 53,531 4,580 160.90
pzsuLTs | 1962 72,375 58,367 4,483 164,72
1963 82,248 66,601 5,361 168.30
1964 94,331 | 76,856 6,003 168.01

Socurces:

January, 1962, pp.

Industry

of Free China, Vol. XXII, No. 1,
0-61, and Vol. XXIV, No. 2, August, 1965,

Pp. 66«67, and CIECD, Taiwan Statistical Data Book, Talpei:
Government Printing Cffice, 1965, p. 100,

Notes: 1, The average ammual rate of increase projected
under the third foureyear plan for GNP and mnaticnal income was
8 per cent and for per capita income 5 per cent.

2, NT$ may be converted to US$ through the offi-
cial exchange rate promulgated by the Chinese Govermment for
NT$40.03=0581.00 from 1961 to 1962, and NT$40.10=US$1.00 from

1963 to date,
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GNP rose from NI$59,929 million in 1960 to NT$94,331 willion
in 1964. Naticmal incowme increased from NT$48,008 millicn in
1360 to NT$76,856 million in 1964. Per capita income also
rcse from NT$4,237 in 1960 to NT$6,003 in 1964.

With 1952 as the baéa year, the industrial producticn
showed a great progress as shown by the indices, 270.3 in 1961,
304,92 in 1962, 335.7 in 1963, and 422.4 in 1964, The indices
of agricultural production increased from 170.8 in 1961, 173.0
fn 1962, 179.2 in 1963, and 197.6 in 1964.3

In the internaticnal sector, on an average, sugar ezpoert
prices reached the highest level in the postwar years notwithe
standing a declining world market. The balance of trade surplus
continued to rise, thanks to pronounced increases in sugar
and other exports. In the domestic gector, agricultural pro-
duction benefited greatly the good behavior of mother nature;

there was the absence ¢f destructive typhcons,

Becauée of the great economic and industrial achieve-

ments in Taiwan, the United States Government anmnouced that

31b14., p. 1.
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it would terminate all economic aid, but not military aid,
effective July 1965, This was carried out on schedule. This
action attests to the fact that the economic development of
Taiwan has reached the stage of what W. W. Rostow characterizes

as a "self-sustained econonmy."

IV. FCURTH FCUR-YEAR ECONCMIC
DEVELCPMENT PLAN (1965-1968)

A Fourth Four-Year Economic Develcpment Plan was drawn
up for the period 1965 through 1968. The basic cbjective of
the plan 1is to accelerate the rate of economic growth end
development. GCenerally it calls for increasing GNP and na-
ticnal income at en average annual rate of 10 per cent and
per capita income at 7 per cent. As indicated by Table XV,
GNP is projected to increase from NT$94,331 million in 1964
to NT$138,109 million in 1968. National income is scheduled
to rise from NI$76,856 million in 1964 to NT$112,523 million
in 1968. Per capita incéma is expected to rise from NT$6,003
in 1964 to NT$7,867 in 1968, all at current prices.

Specifically, the goals of the latest plan are as

follows:
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TABLE XV

COALS OF THE FOURTH FOUR-YEAR ECONOMIC
DEVELOPMENT PLAN
1965 - 1968

(In current prices)

PERIOD | (NT$ MILLION) (NT$ MILLION) INCOME (NT$) CrPl
1964 | 1956=100
(Base 94,331 76,856 6,003 168.01
year) : :
1965 103,764 84,541 6,423 169.81
1966 114,140 92,995 6,872 171.61
1967 125,554 102,294 7,353 173.41
1968 138,109 112,523 7,867 175.21

Source: Industry of Free China, Vol. XXIV, No. 3,
September, 1965, pp. 68-69. '

Notes: 1. The consumer price index (CPI) is calculated
on the basis of a projected average annual rate of increase
of 1.8 index points which is8 computed by averaging the total
annual rate of increase from 1961 to 1964,

2. NT$may be converted to US$ through the
official exchange rate promulgated by the Chinese Government
for NT$40.10=US$1.00.

3. The average annual rate of increase projected
under the Fourth Four-Year Plan for GNP and national income
is 10 per cent and per capita income 7 per cent.
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A. To set up an economic system based on the "Principle

of People's Liveliheed."&

The Chinese Government is determined
to take all necessary measures to ensure that an optimum alloe
cation and utilization 65 econonic resocurces will be achieved,
and that the economic rewards for individuals 1s commensurate
with their economic contributions. Private enterpriaes will

be protected but over-concentration of wealth will not be per-

mitted. Certain governmente-owned enterprises will be trans-

ferred to private ownership in en orderly manner over time,

B. To promote industrial deﬁelopment. Under the plan
emphasis will be placed on heavy industries, such as steel,
machine tools; electrical appliances end chemicals, with medium

and small industries playing'a supporting tolé.

C. To maintain stable and repid economic growth. Proper
fiscal and monetary policies will be formulated to create a

healthy milieu for long-term economic growth,

D. To raise living standards, The ultimate goal of
economic develcpment 18 to raise standards of 1living of the

common people,

4tne of "The Three People's Principles" advccated by
Dr. Sun Yat-sgen.



CHAPTER V
NATIONAL INCOME AND EMPLOYMENT
I. GROSS NATICNAL PRODUCT

The growth of Taiwan's economy in terms of the GNP
for the years 1953~1964 is shown in Table XVI., With 1953
as the base year, the GNP in current prices increased from
NT$21,200 million in 1953 to NT$94,331 million in 1964, or
a 344.9 per cent increase. In 1963 prices the CNP rose from
NT$41,997 million in 1953 to NT$90,645 million in 1964, or

an increase of 113.8 per cent.,
I1. NATIONAL INCOME AND PER CAPITA INCOME

Data on national income for Taiwan for the years 1953-
1964 ere presented in Teble XVII. It shows a constant increase
in national income for Taiwan in past twelve years, With 1953
taken as the base year, the naticnal income in current prices
rose from NT$17,882 million in 1953 to NT$76,856 million in
1964, en increase of NT$58,974 millicm or 329.8 per cent.
In 1963 prices, it rose from NT$33,718 millicn in 1953 to
N7$73,666 million in }96&, an increse of 104 per cent.
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TABLE XVI

GROSS NATICNAL PRCDUCT OF TAIWAN
1953 - 1964

PERIOD AMOUNT INDEX LINR INDEX
(NT$ MILLION) (1953=100) (PREVICUS YEAR=100)

In current prices

1953 21,200 100.0 A
1954 23,154 109.2 109.2
1955 27,885 131.5 120.4
1956 . 32,297 152.4 116.2
1957 37,986 179.2 117.6
1958 41,650 196.5 109.6
1959 48,675 229.6 116.9
1960 59,929 282,7 123.1
1951 66,334 312,9 110,7
1962 72,375 341.4 109.1
1963 82,248 392.6 113.6
1964+% 94,331 444 ,9 14,6

In 1963 prices

1953 41,997 100.0 S
1956 45,519 108,64 108.4
1955 48,935 116.5 107.5
1956 50,898 121,2 104.0
1957 54,432 129.5 106.9
1958 57,992 138.1 105.5
1959 62,304 148.3 107.4
1950 67,151 159.8 107.8
1961 72,535 172. 108.0
1962 77,135 183.7 106.3
1963 82,248 195.8 106.6

1364% 90,643 215.8 110.0

Sources: Industry of Free China, Vol. XXIII, No. 3,
March, 1965, p. 68, and CIECD, Taiwan Statistical Data Rook,
1965, p. 11,

*Estimated,
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TABLE XVII

NATIONAL INCOME CF TAIWAN

1953 ~ 1964
PERIOD AMCUNT ‘ INDEX LINK INDEX
(NT$ MILLION) (1953=100) (PREVIOUS YEAR=100)

In currvent prices

1953 17,882 1100.0 P

1954 18,807 105.2 1105.2
1955 22,561 126.2 1120,0
1956 26,041 145.6 115.4
1957 29,982 167.7 115.1
1958 32,827 1183.6 109.5
1959 38,513 215.4 117.3
1960 48,008  268.5 124.7
1961 53,531 2994 111.5
1962 58,367 326.4 109.0
1963 66,601 372.4 114.1
1964% 76,856 429.8 115.4

In‘1963 prices

1933 33,718 . 100.0 wesee
1954 37,577 104.0 104.0
1955 39,912 - .110.5 106.2
1936 42,082 -116.5 103.4
1957 44,888 - 124.3 -106.7
1958 47,398 - 131.2 . 105.6
1959 50,660 - . 140.3 106.9
1960 54,477 150.8 107.5
1961 58,826 - 162, - 108.0
1962 62,517 173.1 106.3
1963 66,601 184.4 -106.5

1964% ?3.666 204.0 110.6

. Source:. Industry of Free China, Vol. XXIII, No. 3,
erh. 1965’ PQ 680

*Estimated}
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The per capita income for Taiwan for the years 1953-
1964 is shown in Table XVIII. An increase in real per cépita
income means that each individual has more money in real terms
to spend or to save; it indicates a rising of standard of
living. Per capita income in current prices increased from
NT$1,993 in 1953 to NI$6,003 in 1964 or 201.2 per cent,
NT1$6,003 converted to U, S. dollars only amounts to US$150.00,
but it is the second highest per capita income in the Far
East. In real purchasing power in Taiwan it represents much
more than $150.00 would in the United States. In 1963 prices,
it increased 42,9 per cent from 1933 to 1964 for an average
anmual rate of increase of 3.3 per cemt, this despite very

large increases in the total population of Taiwan.
111. EMPLOYMENT

According to the household registration statistics of
the Taiwan Provincial Department of Civil Affairs, signifie
cant changes have cccurred in employment in the past decade.

Some of the important changes are shown in Table XIX,

The number of employed persons over 12 years of age
rose from 3,015,000 in 1956 to 3,710,000 in 1964, an increase
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- TAELE XVIII

PER CAPITA INCOME OF TAIVAN
1953 - 1964

PERIOD  AMOUNT (NT3) (1953=100)  (PREVIOUS YEAR=100)

In current prices

1953 1,923 100.0 e
1954 2,024 101.6 101.6
1955 2,334 117.1 115.3
1956 2,609 130.9 111.8
1957 2,915 146.3 111.7
1958 3,087 154.9 103.9
1959 3,508 176.0 113.6
1960 4,237 212.6 120.8
1961 4,580 229.8 108.1
1962 4,843 243.0 105.7
1963 3,361 269.0 110.7

1964% 6,003 - 301.2 110.0
In 1963 prices | |

1953 3,759 ©100.0 S
1954 4,044 100.4 100.4
1955 4,130 102.6 102.1
1956 4,217 104.7 102.1
1957 4,363 . 108.4 103.5
1958 4,457 110.7 102.2
1959 4,616 114.6 103.6
1960 4,808 119.4 104.2
1961 5,034 125.0 104.7
1962 5,188 128.8 103.1
1963 5,361 ©133.1 103.3
1964 5,753 1462.9 107.3

Source: Industry of Free China, Vol. XX1II, No. 3,

March, 1965, p. 69.
*Tgtimated,



TABLE XIX
POPULATION OVER 12 YEARS CF AGE BY RMPLOYMENT

1956 - 1964
(Unit: 1,000 persons)

MNumber of Persons Emploved

Year | Total | Sub-| Agri- |[Fis-|Mining|Salt|Iln- |Com=-|Trans-|Per- |Pu- |Natio=|Fro~ | Ct-

Total| culture|her- dus~| mer=|porta-| scnal|blic nal fess~| hers

ies try |[ce |tion |Ser- |Ser-|Defe- |icus
‘ vice |vice|nse ~

250 ({252 | &0 269 (114 | 63 87 46
282 | 262 86 (292 |120 | 74 9 49
303 {275 90 |303 |[126 | 78 29 49
318 | 289 95 (310 (130 | 82 107 45
| 333 | 298 99 |[309 (134 | 90 115 45

342 |307 | 101 (316 (139 | 98 122 47
357 {310 | 106 |324 (145 (105 130 44
375 {322 | 113 (334 (154 |114 139 44
390 {328 | 117 |341 [160 (127 146 42

1956 | 5,850 3,015( 1,718 | &8 | 31
1957 | 5,953 | 3,110 1,710 [100 | 34
1958 | 6,102 | 3,178| 1,705 (108 | 35
1959 | 6,320 | 3,273| 1,739 [114 | 37
1960 | 6,529 | 3,344 | 1,755 |122 | 37
1961 | 6,775 | 3,629| 1,781 |131 | 38
1962 | 7,025 | 3,504 | 1,800 |136 | 40
1963 | 7,353 | 3,617 1,833 [139 | 42
1964 | 7,663 | 3,710 1,861 149 | 42

e - I I B R

Source: CIECD, Anmual Report on Tajwan's Economy, 1964, Taipel: Government Printing
Cffice, August, 1965, p. 77.

144



TABLE XIX (contioued)

Year Eeonomically inactive population
At school Housekeeping | Unemployed & others

1956 625 1,772 438
1957 556 1,842 445
1958 | 542 1,934 o 448
1959 599 1,985 ' 464
1960 652 2,039 494
1961 736 2,098 512
1962 798 2,156 577
1963 §98 2,217 621
1564 984 2,289 , 680

M

£l
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of 23 per cent., Of this total, 1,861,000 persons were still
engaged in farming, an increase of 8.3 per cent over 1956.
However, the ratio of persons engaged in farming to total

employment dropped from 57 per cent to 50.2 per cent.

As a result of the rapid development and expansion of
fisheries, especially deepsea and inshore fishing, emﬁloyment
in fisheries rose from £8,000 to 149,000, an increase of 69.3
per cent, and its ratio to total employment rose from 2.9 per

cent to 4 per cent.

The rapid industrial development increased the number
of employed in the various industries from 260,000 to 390,000
between 1956 and 1964, an increase of 50 per cent. Its ratio
to total employment rose from 8.6 per cent to 10.5 per cent.
It 1is evident that industrialization has absorbed aﬁd‘will

continue to absorb more of the labor force.,

Employment in service industries (including‘éommerce,
transportation and communications, personal serviéegipublic
service, and national defense) though showing an iﬁcféase,
has not changed its ratio to total labor force. Howe?er,

. L
the number of persons engaged as professional people iﬁptaased
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from 87,000 to 146,000 between 1956 and 1964; its ratio to

total employment rose from 2.9 per cent to 3.9 per cent.

The number of persons over 12 years of age enrolled
in schools increased from 10.7 pér cent of the total popula-
tion in 1956 cover 12 years old to 12.8 per cent in 1964,
Cver 50 per cent of primary school graduates enter high
schools and go to college. Persons engaged in household
work rose from 1,772,000 to 2,289,000 though their ratio to

total population over 12 remained unchanged.

The number of the unemployed because of old'aga, dig~
ability or unwillingﬁesa to work rose from 438,000 to 680,000
between 1956 and 1964,

IV. WAGES

Rapid industrial development in recent years in Taiwan
has raised the wages in mining and industry substantially,
(see Table XX). However, the range of increase varies widely
among the various industries due to differences in skill and
demand and supply conditions. In general, new industries

requiring advanced technical training offer substantially



TABLE XX

INDUSTRIAL WAGE INDEX

1956 - 1964

Base Period: 1956=100

Mamifacturing , Elec~

Year Mining Products Elec~ Trans- | tric Cas

Wcreup Food |Tex- |Paper [Chewm~ |of Petro-|Metal Mach- |trical [port Power

Index | tiles icals |[leum and inery [Products|Equip-

Coal ment

1956 {100.0 |100.0(100.0/100.0/100.0|100.0 100.0 [100.0(100.0] 100.0 |[100.0 | 100.0 | 100.0
1957 [130.4 [109.8 (106.2(104.9/103.5[109.8 102.4 |[104.7(108.8] 112.3 |[121.5 | 107.6 | 115.0
1958 (129.7 [116.6(108.7|115.0|105.9|115.4 106.3 |112.1(118.1{ 123.3 |135.7 | 105.6 | 116.5
1959 |141.7 [125.2(115.6(126.0({111.9{121.8 113.8 |130.6(131.0| 138.2 |144.7 | 107.4 | 122.7
1960 (155.6 |146.7[145.5|145.3|141.5(149.8 141.9 [149.1]156.7| 146.9 |168.8 | 136.1|146.0
1561 (172.2 |178.3/193.9|154.4|166.4|197.7 223.0 [ 174.5(181.5| 1562.9 |201.9 | 183.8 | 145.6
1962 (183.8 |187.7|197.8|164.7|164.0/208.2 235.7 | 196.1(182.8| 203.0 |205.9 | 187.2 | 155.5
1963 (189.9 |195.2|210.8|165.7(166.4|219.5 231.5 | 202.2|186.0| 209.3 |210.6 | 196.9 | 169.5
1964 {203.0 |199.3|236.5|180.4|174.6|227.0 263.5 | 239.8(196.5| 233.9 |215.0 | 218.3 | 153.6

on Taiwan's Economy, 1964, Taipei: Government Printing

Source: CIECD, Anmal Report

Office, August, 1965, p. 84. ~
o
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higher wages. Wage increase for manual labor have been

relatively small,

With 1956 as the base period, wages for major indus~
tries, such as electric power and gas, mining and wanufactur-
ing, have doubled., As to individual industries, they may be
classified into three types. The highest 1ncr¢ase, ranging
from 120 per cent to 170 per cent, was in petroleum and coal
products, foods, electrical products, chemical products, metals,
transport equipment and electric power. These industries
offering higher wages are new iIndustries and they require
labor with advanced technical training. The second group cone
sists of'machinery and tools and mining where wages have gone
up by about 100 per cent. These industries usually ewploy
semi-skilled labor. The third group consists of textile, paper
and gas, mostly employing women or unskilled labor, and the

increase ranged from 50 per cent to 80 per cent,



CHAPTER VI
MONEY, CREDIT AND PRICE
1. MONEY

Currency system of Taiwan before 1949. At the time

Taiwan was restored to China in 1945, there were three kinds
of currency in circulation: (a) Bank of Taiwan Notes issued
by the Bank of Taiwan, (b) Bank of Japan Notes issued by

the Bank of Japan and (c) subsidiary coins issued by both

the Bank of Japan and the Japanese Government,

The amount issued increased from 1,65 billion at the
end of August 1945 to 2.89 billion at the end of October
1945, principally due to the excessive issue of Bank of Tai-

wan Notes.l

A serious inflation ensued after Taiwan was
restored to Chinese sovereignty. The Taiwan Provincilal Admi-
nistration at once took action to cope with the situation.
Thus, (a) as of November 8, 1945, Bank of Japan Notes with
denominations of one-yuan (dollar) up to thousand-yuan endorsed

by the Bank of Taiwan were prohibited from circulation, and

1Chen Yung~fu,sThe Money, Bankino snd Foreion Exchange
of Taiwan, Taipei: Chin Hwa Publishing Company, 1954, p. 5.
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(b) within a pericd of one month, from November 10, 1945 to
December 9, 1945, such notes were required to be deposited
in the Bank of Taiwan as a special time deposit, of which
two separate accounts were set up for Bank of Japan Notes

and Bank of Taiwan Notes,

Total Bank of Japan notes frozen amounted to 705 mil-
lion yuans, of which 92.4 per cent or 693 million were thou-

sand-yuan notes endorsed by the Bank of Taiwan,

As to subsidiary coine, the Taiwan Provincial Govern-
ment announced on August 8, 1947 that they must be exchanged
for Taiwan dollars in equal value before August 31st and that
they would be prohibited from circulating after September 1,
1947.

On May 20, 1946, the Chinese Government officially
took over the Bank of Taiwan (hereafter referred to BCT) and
reorganized it. In the meantime, & new currency (known as
old Taiwan dollars as distinguished from the new Taiwan dol-
lars issued later) was issued to circulate along with BOT
Notes in denominations of one, five, ten, fifty, and hundred

dollars. Om Septembe: 1st, it was officially announced that
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Bank of Tajwan Notes had to be converted to old Taiwan dollars

in equal value within a period of two months.

~ When the Chinese Government took over the BCT in 1946,
the amount of BCT notes issued stood at about 2.9 billion,
By June 14, 1949, the amount jumped to 527 billion. In addi-
tion, the BOT in 1948 began to issue 'cash draft"? i{n denomi-
nations of five thousand, ten thousand, one hundred thousand,
and cone million yuans, circulating along with old Taiwan dol-
lars. As of June 14, 1949, the quantity of cash drafts issued
ancounted to 1,213.5 billion, as shown in Table XXI.

Currency referm, Because of tha tremendous inflation

mentioned above, the Taiwan Provincial Government, with the
approval of the Central Government, launchéd a currency re-
form on June 15, 1%49. A new currency unit was 1ssued to
replace the old Taiwan dollars, It was named New Taiwen
Dollar (NT8) to distinguish it from the old Taiwan dcllar
note., Eight hundred thousand cunces of gold and ten million

U. 8. dollars were appropriated as currency reserves., The

2cash draft is a kind of cashier's check issued by
the BOT itself, circulating with the equal value of old
Taiwan dollars.
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TABLE XXY

CUANTITY OF OLD TAIWAN DOLLARS
AND CASH DRAFTS ISSUED
Unit: Millions of ©1d Taiwan Dollars

pEriop GUANTITY OF CLD INDEX CUANTITY CF

TAIWAN DOLLARS 5«+18«1946=100 CASH DRAFTS
May 18 %2,943,949 100 I
1946 |
End of 5,330,592 181 —————
1946
End of 17,133,236 582 comm
1947
End of 142,040,798 4,825 78,697
1948
June 14 527,033,734 17,902 1,213,580
1949

Saurce: Chen Yung-fu The Money, Banking and Foreien
Excbanga of Taiwan, Taipei: Chin Hwa Publishing Company,
1954, p. 7.

*The quantity of Bank of Taiwan Notes issued just
before the Chinese Covernment took over the Bank of Taiwan.
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principal points concerning the new currency system are as

follows:

A. The BCT was designated as the bank of issue for

the new Taiwan dollar,

B. The maximum quantity to be issued was set at 200
million.

C. The new Taiwan dollar was linked with the U. S.
dollar at a rate of NT$1.00 to U5$0.20.

D. The exchange rate of the new Taiwan dollar for the
cld Taiwan dollar was set at NT$1.00 tc 01$40,000.00. The
old Taiwan dollar had to be axchanged for the newlraiwan

dollar before December 31, 1949,

E. The reserves behind the new Taiwan dollar: included
gold, silver, and foreign exchange. The reserve requirement

was one hundred per cent.

A Board of Directors was established to supervise the

issuance of the new Taiwan dollar note.

As to the subsidiary curreacy, the following was adopted:
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A. The subsidiary currency was issued in denominations

of cne cent, five cents, ten cents, and fifty cents,

B. The subsidiary currency consisted of coins although

paper money may be issued if necessary.

C. The quantity issued was limited to 20 per cent of

the new Taiwan dollar issue or less.

D. The reserve behind subsidiary coins consisted of

government bonds,

After the currency reform had taken place, the quantity
of new Taiwan dollar issue soon bagan to soar due to the wore
sening political and wilitary gituation on the Chinese main-
land, The Chinese Commmists were at the gatb of the City
of Nanking., Numerous government agencies had to move to Tai-
wan and this involved greater aﬁd greater expénditures.v Up
to June 1950, the amount of new Taiwan dollars issued was
close to the 200 million limitc. Théra was no practical way
to offset the tendency of increasing issuance of the currency,
Cn July 7, 1950, the Taiwan Provincial Governemtn'dacid&d to

increase the issue of new Taiwen dollars by a device known as



the "extralimit issu@.*s

The principles of the "extralimit issue" were as follows:

A, An additional 50 million yuans were to be issued
over the original limit of 200 million,

B. This amount was to be used sclely for economic cons-

truction,

C. Reserves behind the 50 million yuans were set up

consisting of valuable securities and foreign exchange,

D. A Board of Directors of Extralimit Issue was estae

- blished to supervise the issuance,

E. The extra currency issued should be returned to the

BCT whenever the monetary situation warranted it.

In addition, there was a so-called "outside of Taiwan

{ssue" which was to be circulated only on the offshore islands

3The Chinese GCovernment used the name of "extralimit"

for the reasons: (a) to distinguish it from the original issue
within the 200-million limit and (b) to lessen the fear of
further inflation,
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such as Kinmen and Matsu, It amounted to 43.5 million yuan
in 1952,

The "extralimit issue"” increased very substantially
the total amount of currency in circulation. The 1ssuance
of new Taiwan dollars for the perlod from 1949 to 1963 is
shown in Table XXII. By May 1963, total issuance of currency
stood at NT$5.3 billion, showing an increase of NT$35.1 billien

or almost 18 times the amount of currency circulation in 1950,

L

II. CREDIT

Interest vrates, Interest rates in Taiwan have been

traditién&lly high., This affeéea adversely construction costs,
the competitive position of expoit goods in the international
market and the overall growth of national economy; Therefore,
in 1950 and in subsequent years the Chinese Government began

to lower the Interest rates,

Interest rates on depoasits of the BCT, as shown in
Table XXII1I, were lowered 50 per cent in 1950 from the previous
year,. Since June 21, 1957, the interest rate cn "A" type

Demand Deposit was completely removed. The interest vate on



TABLE XXIIX

CURRENCY ISSUEvIN'TAIWAN

Intra-

1949 - 1963

86

Unit: NT$1,000

Extralimit Subsidiary Notes Issued

a

Year gitgi limit Issue  Notes and for Outside

Issue Coins of Taiwan
1949  #197,628 197,628 = -e=a- —wwee cmman
1950 287,915 198,544 50,000 39,371 cemae
1951 472,935 199,615 191,000 82,320 “mem-
1952 798,453 199,045 440,000 115,908 43,500
1953 982,628 200,000 573,763 168,865 40,000
1954 1,227,877 200,000 843,594 144,283 40,000
1955 1,484,473 200,000 1,136,516 117,957 30,000
1956 1,675,469 200,000 1,344,445 114,165 16,859
1957 2,041,319 200,000 1,701,5% 126,278 13,447
1958 2,500,185 200,000 2,127,716 143,025 29,444
1959 2,777,375 200,000 2,491,791 57,006 28,578
1960 2,905,289 200,000 2,615,138 62,060 28,091
1961 3,390,149 200,000 3,093,606 66,393 30,150
1962 3,766,536 200,000 3,464,648 66,030 35,858
1963 4,497,071 200,000 4,196,317 64,642 36,112

Sources: Chen Yung-fu, Money, Banking and Foreign

Exchange of Taiwan, 1954, pp. 10-13, and Statistical Abstract
of the Republic of China, 1960, p. 227, and Statistical
Abstract of the Republic of China, 196&, p. 339.

~*Data on subsidiary notes and coins in 1949 unpublished.
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TABLE XXIII
INTEREST RATES ON DEPOSITS OF BANK OF TAIWAN

Unit: Per cent per annum

S ey i oy 2 I e N
Effective Date |peposit |Deposit |Notice3 Time Deposits

of Change PN "g" [Deposit|l Mo.[3 Mos.| 6 Mes.|1 Yr.|2 ¥

Mar. 21, 1948| 1.08 2.88 3.60 |-~ == | 10 12 |15
June 21, 1949 2,16 | 12,60 | 17.64 |==- weea | 40 45 |60

Sept. 21, 1.80 7.20 | 10.80 |ww= weas | 18 20 |22
June 21, 1950 0.90 3.60 5.40 |=w=w wwe= | 18 20 |22
July 1, 0.90 3.60 5.40 |ww= ~wew | 18 20 |22
Augo 1, 0.90 3&60 5&60 bl - o 18 20 22
Cct, 1, 0.90 3.60 5.40 19.80

July 16, 1953| 0,90 3.60 5.40 16.20

Oct., 10, 0.90 3.60 5.40 12.60

July 1, 1954 0.90 3.60 5.40 10.80

Mar, 5, 1956( 0,90 3.60 5.40 -

June 21, 1957 3.60 5.40 —om-

July 16, 1957 2.88 3.60 -

Jan. 1, 1959 2.88 3.60 |7.20 (9.00 | 12,60 |=== | ==~

June 21, 1961 1.44 | 1.80 |5.40 [7.20 | 10.80 |=e= | ---
Aug. 8, 1962 1.44 | 1.80 |4.68 |6.48 | 9.72

July 1, 1963 1.44 1.80 [4.50 |6.00 9.00 [www | ===

© O O O O OO0

Mar. 1, 1964

1.44 1.80 14.20 |6.00 8,40 |eo= | ===

Sources: Statistical Abstract of the Republic of China, 1964,
p. 352 and CIECD, Annual Report on Taiwan's Economy, 1964, August,
1965, p. 59. .
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Notes: 1. Demand Deposit “A" 18 a checking account.

2. Demand Deposit "B" is a savings account but
the depositor can draw on his account without limie,

3. Notice Deposit is a deposit that the depositor
cannot withdraw without advanced notice ¢of a certain period
as stipulated,
"B" type Demand Depcsit was lowered from 3.60 per cent per
ennum to 2,88 per cent on July 15, 1957 and again to 1.44 per
cent on June 21, 13961, The interest rate on Notice Deposit
was also reduced from 3.40 per cent per annum to 3.60 per cent
on July 16, 1957 and to 1.80 per cent on June 21, 1961, For
the period from 1952 to 1964, interest rates on Time Deposits
were lowered from 7.20 per cent per ammum to 4.20 per cent
on one-month deposits, from 9 per cemt to 6 per cent on 3-month
deposits, and from 12,60 per cent to 8.40 per cent on 6-month

deposits.

Interest rates on rediscounts of the Central Bank of
of China& were reduced from 1.20 per cent per wmonth in 1961
to 1.08 per cent in 19562 and to 0.96 per cent in 1964, as indi=

cated in Table XXIV. Interest rates on loans cf the Bank of

4The Central Bank of China is a banking instituticn
under the Ministry of Treasury of the Central Covernment of
China, Its function may be compared with the Pederal Reserve
Bank of the United States.
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TABLE XXI1IV
INTEREST RATES CON LOCANS AND REDISCCUNTS OF
THE CENTRAL BANK OF CHINA

Unit: Per cent per month

Effective Date Secured Advances

of Change Call Loans to Banks Rediscounts
July 1, 1961 1.35 1.35 1.20
Jan. 1, 1962 1.35 1.35 1.08
Aug. 8, 1962 1.32 1.32 1.08
July 1, 1963 1.17 1.17 0.96
Mar., 1, 1964 1.17 1.17 0.96

Source: Statistical Abstract of the Republic of China,
1964, p. 352,

Taiwan for the pericd from 1950 to 19356 were also lowered
from 6 per cent per menth to 1.50 per cent on commercial

bank loans, from 2,10 per cent to 0.99 per cent on time loans,
2.25 per cent to 0.99 per cent on evardrafts, and from 1,95
per cent to 0.90 per cent on discounts, (see Table XXV.)

The lower interest rates also influenced the private money
markets. The monthly rates on unsecured loans declined from
2,7 per cent to 2.4 per cent, and that on secured locans from

2.4 per cent to 2.1 per cent.



TABLE XXV
INTEREST RATES ON LOANS CF

BANK CF TAIWAN

Unit: Per cent per month

Effective Date Coummercial *Time *0verdrafts *Discounts

cf Change - Bank Loans Loans

July 1, 1950 6.00 2.10 2.25 1.95
Cct. 1, 3.45 1.80 1.95 1.65
Sept.8, 1952 3.00 1.80 1.95 1.65
Apr. 1, 1953 3.00 1.20 1,35 1.05
Jul.16, 2.70 1.20 1,35 1.05
Sept.l, 2.40 1.20 1.38 1.05
Oct.10, 1.80 1.20 1.38 1.05
Jan., 1, 1954 1.80 0.99 0.99 0.90
Junel8, 19564 1.50 0.99 0.99 0.90

Source: Statistical Abstract of the Republic of

China, 1964, p. 353.

*The rates for loans to private enterprises were
get within the limit of rates charged by other banks.
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In spite of the lowering of interest rates paid by
banks, bank deposits actually increased because of the
increased income of businessmen and exporters, resulting

from stepped up exports and a stable currency.

Deposits. Deposits in Talwan may be classified into
three types, namely, business and individual, government

agency and U, 8. aid deposits.

Total bank deposits have risen continﬁously during
recent years, as shown in Table XXV1, with especially large
increases in 1963 and 1964, It surpassed the NT$30,000 mil-
lion mark at the end of 1964, a record increase of NT$6,300
million over 1963, In the case of deposits held by business
firms and individuals, the rate of increase of savings deposits

slowed down and time and demand deposits accelerated.

As bank lending rates are being gradually lowered,
long~term and savings deposits at fixed interest rates tend
to reduce the profits of the banks., On the other hand, pro-
duction and trade were at very high levels in 1964 and the
need for demand deposits by the business community increased

significantly. Increasing demend deposits reflect the fact



TABLE

XXV1

DEPOSITS OF ALL BANKS

1952 -

Unit: NT$ million

1964

9

2

‘ Govern=- |Coun- Foreign

Year |Total |Demand |Time Savings |pent terpart | Currency
posits

1952| 1,816 516 474 - 460 353 13
1953 2,571 704 606 - 602 637 22
1954| 3,179 930 775 - 823 630 21
1955 4,491 1,146 875 - 1,029 1,405 36
1956 5,295} 1,571 854 -o- 1,320 1,483 65
1957 6,407 | 1,782 1,171 —— 1,751 1,651 52
1958} 8,133} 2,574 2,114 .- 1,783 1,553 109
1959} 9,628 2,883 1,340 1,355 | 2,049 1,835 166
1960(12,006| 3,302 1,375 2,377 2,139 2,624 189
1961(16,578| 4,124 1,479 4,919 2,382 3,404 270
196219,350| 4,298 1,177 | 6,716 2,978 3,955 226
1963124,426| 5,765 1,500 8,880 3,300 4,711 270
1964 30,726| 7,890 4,136 9,099 3,642 5,614 345

Source: CIECD, Taiwan Statistical Data Book, 1965, p. 84.

Note: Time deposits and savings deposits are same in
nature, but the former includes one-month, 3-months, and 6~
months deposits for which the unit of interest rates is per
cent per month; and the latter includes one-year, three-year,
and S5-year deposgits for which the unit of interest rates is
per cent per annum, |
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that more and more new industries have been established and

that import and export businesses are flourishing.

ggggg; Loans of all banks showed a contimucus increase
during the past decade (see Table XXVII). From 1953 to 1964,
loans extended to private enterprises as well as to indivie
duala‘rcse sharply, especially 16 1964. Loans to private
enterprises amounted to NT$10,892 millicﬁ in 1964, en increase
of NT1$2,622 million over 1963. Loans to government enterprises
and agencies increased, but the percentage of such loans to
total loans declined continuously over the period. On the
other hand, the percentage of loans to private enterprises
and individuals rose from 16.8 per cent in 1953 to 41.3 per
cent in 1964. Furthermore, a substantial increase occurred
in loans b? credit cooperative, credit departments of farmer's
associations and insurance companies. Most of the accommoda-

tions went to private enterprises and individuals,

Even though interest rates were reduced, loans failed
to increase as rapidly as deposits. The reason was that rates
were still too high to bring about the full investment poten-

tial.



TABLE ZXXVII
LOANS AND DISCOUNTS OF ALL BANKS
1953 - 1964

lcevern~ Publie ZPrivate 21ndividuals
Year Total ment Enter- Enter~ & All Others
prises prises

I. Amount (NT$ million)

1953 3,094 1,120 1,358 520 96
1954 4,216 1,620 1,602 873 121
1955 5,539 1,883 1,983 1,469 204
1956 6,513 2,154 2,472 1,635 252
1957 7,924 2,466 2,816 2,297 345
195¢ 9,026  2,3% 3,090 3,090 452
1959 10,584 2,583 3,183 4,188 630
1960 12,397 3,171 3,662 4,806 758
1961 16,956 4,364 4,904 5,896 1,792
1962 20,423 4,375 6,463 7,105 2,408
1963 22,207 5,077 5,298 8,270 3,562
1964 26,393 5,745 5,692 10,892 4,070

I1, Percentage

1953 100.0 36.2 43.9 16.8
1954 100.0 38.4 38.0 20.7
1955 100.0 34.0 35.8 26.5
1956 100.0 3.1 37.9 25.1
1957 100.0 31.1 5.5 29.0
1958 100.0 26.6 34.2 34.2
1959 100.0 24.4 30.0 39.6
1960 100.0 25.6 29.5 - 38.8
1961 100.0 25.7 28.9 3.8
1962 100.0 21.4 31.6 - 34.8
1963 100.0 22.9 23.9 37.2
1%64 100.0 21,8 21.6 . 41,3
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Notes: 1. Including public bonds.
2. Prior to 1961, the figures for loans extended
to farmers were included under '"Private Enterprises,” and from

1961 on, these figures were included under “Individuals and
All Cthers.”

III. PRICES

As indicated by Table XXVIII, wholesale prices in
Taipei, the largest city in Taiwan, showed a continuous i{n-
crease during the past decade, With 1956 teken as the base
year, the index reached 163.0 in 1964 or a 63 per cent increase
over 1956. The average anmual rate of increaseé was 6.3 per
cent overithe ten-year period. Wholesale prices rose sharply
in 1960 because of a disastrous typhoon which hit the island
in August 1959, The accompanying flood destroyed a large
part of the crops in the central and socuthern regions of the
island. As a result, food prices 1ncreas¢d 20.84 per cent

in 1960 over the previous year.

The general cansuﬁar price index for Tajwan, as shown
in Table XXIX, also rose sharply from 1956 to 1964. With
1956 as the base year, the index reached 168.01 in 1964 or
an increase of 68.01 per cent over 1956. BRecause of the

late 1959 typheoon the cost of living index In 1960 increased
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TABLE XXVIII

WHOLESALE PRICE INDEX FOR TAIPEIL

1956 - 1964
- e
Period Cemeral  poog Clothing Electri- Metals &  qipher
Index city Products

I. Fixed base index (Base: 1956=100)

1936 100.00 100.00 100.00 100.00 100.00 100.00
1957  110.66 113.39 95.99 113.75 110.9%6 124.84
1958 111.04 114,36 95.60 118,93 110.46 113.83
1959 123.05 129,63 105.40 139.14 113.01 109.41
1960 140.46 156,52 107.16  141.65 121.11 107.78
1961 145.00 163.14 104.36 139.10 117.19 9 .74
1962 149.41  167.29 108.14 146.39 112.34 €9.10
1963 159.06 182.61 110.91 151,02 110.20 90.04
1964 163.00 191.00 111.49 151.80 112.79 £89.11

I11. Link index (Base: Previous year=100)

1957 110.66 113.39 95.99 113.75 110.96 124.84
1958 100.34 100.86 99.59 104.55 99.55 91.18
1959 110.82 113,27 110.25 116.99 102.31 ©6.10
1960 114.13 120.84 101.67 101.80 107.17 98,51
1961 103.23 104.23 97.57 98,20 96.76 €7.90
1962 103.04 102,54 103.41 105.24 95.85 24.03
1963 106.46 109.16 102.56 103.16 98.10 101.05
1964 102.48 104,59 100.52 100.52 102,35 98.97

Source: CIECD, Statistical Data Beck of Taiwan, 1963,

pP. 99.

Formula: Weighted aggregates of value.
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TABLE XXVIII (continued)

S — S— e ——————
Period Building Rubber & Paper g western cals & Miscele

Materials Products & Pulp pedicines Products léneous

I. Fixed base index (Base: 1956=100)

1936 100.00 100.00 100;00 100.00 100.00 100.00

1937 96.79 97.83 109.43 115,39 104.39 111.30
1958 84.46 91.39 107.70 110.38 110.68 125.56
1939 97.16 93.83 111.16 127.58 114.64 136.67
1960 108.62 108.04 128.55 183.16 120,19 135.71
1961  91.54 110.62 134,07 371.20 129,59 141,76
1962 £8.26 113.25 133,44 500.32 136.50 142,12
1963 87.29 116.78  129.37 3563.07 136.85 139.36
1964 87.89 113.29 128.79 504.50 132.67 141.38

II. Link index (Base: Previous year=100)

1957 96.79 87.83 109.43 113.39 104.39 111,30
1958 87.26 93.42 98.42 95.66 106,03 113.71
1959 115.04 102.67 103.21 115.58 103.58 107.99
1960 111.79 115.14 115,64 143.56 © 104.84 99,30

1961 £4.28 102,39  104.29 202,66 107.82 104.46
1962 96.43 102.38 99.33 134.78 105.33 100.25
1963 98.90 103.12 96.93 112,54 100.26 98.06

1964 100.69 97.01 99.53 £9.60 96.95 101.45
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TABLE XXIX
CONSUMER PRICE INDEX FOR TAIVAN

1956 - 1964

, ey v ey
Period General pqoq Clothing Housing cations & Medical
Index | Service Care

1. Fixed Base Index (Base: 1956=100)

1956 100.00 100.00 100.00 100.00 100.00 100.00
1957 110.35 110.3% 103.07 110.15 105,22 134.53
1956 113,91 113.920 107.98 116.33 111.87 133.63
1959 125,95 127.43 117.88 124.26 116.37 150,568
1960 149,21 136,68 122,22 128,23 132.76 207.63
1961 160.90 163,08 121,18 130.18 137.33 341.24
1962 164.72 158.63 122,76 134.28 148.69 431.16
1963 168.30 161.83 125.23 137.52 145.82 444 .81
1964 168.01 166.25 126.80 136,92 140.55 388.61

II. Link index (Base: Previous year=100)

1957 110.35 110.39 103,07 110,15 103.22 134.53
1958 103,23 103.18 104.76 105.61 106.32 99,33
1959 110.57 111.88 109.17 106.82 104.02 112,76
1960 118.47 122.95 103.68 103.19 114.08 137.80
1961 107.83 104.08 99.15 101.52 103.44 164,35
1962 102.36 97.25 101.30 103,16 108.26 126.34
1963 102.17 102,02 102.01 102.,4) 98.07 103.17
1964 99.83 102.73 101.25 99,56 96.39 87.37

Source: CIECD, Taiwan ftatistical Data Book, 1363, p. 100.

Formula: Welghted aggregates of value.
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TABLE XXIX (continued)

Period Edué&:ian & Recreation Miscellanecus

I. Fixed Base Index (Base: 1956=100)

1936 100.00 100.00
1937 103.84 . 105.89
1858 110.93 ' 109.53
1859 115,12 115.37
1960 ' 121,27 129.13
1961 128,98 135.16
1962 135.09 147.74
1963 135.87 152.08
1564 136.19 '150.45

II, Link Index (Base: Previous year=100)

1957 103.84 105.89
19358 106.83 103.44
1939 103.78 105.33
1960 105.34 111.93
1961 106,36 104.67
1962 104,74 109,32
1963 ' 100.38 102.94

1964 100.24 98.93
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some 18.47 per cent over the previous year, But, since
then, the rate of increase was more moderate, and in 1964
it even showed a slight decrease (0.17 per cent) from the
1963 level., Medicine and medical care, among the cocmpenent
items of the consumer price index, rose sharply until prices
were rolled back ia 1264, Foodstuffs experienced the seccnd
highest rate of increase but only ome fourth that for medicine

and wedical care.

The factors affecting changes in the price level are

as follows:

A. Limited supply of raw materials. As Taiwan is not
rich in natural resources, their limited availability affects
both production costs and price. For instance, steel prices

were seriocusly affected by the short supply of scrap.

B. Fluctuating international prices, Sometimes prices
of commodities traded in the world market such as sugar, lead,
and copper are affected by international price changes., As
the world price of sugar declined, domestic production of

sugar declined,

C. Fluctuating export demand., Under the present policy
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of encouraging export trade, efforts are often made to satisfy
foreign demands first when production cannot fully meet domes-
tic and coverseas demands. As a result, the rising of foreign
demands pushes up domestic prices. For example, cement price
rose sharply from August to October 1964 due to strong over-

seas demand.

D. Relaxation of import controls. Imports have been
liberalized as a result of the rapid expansion of exports
which created a favorable trade balance during the past two
years and greatly increased foreign exchange reserves, Be-
cause of ample supplies, imports price fell significantly,

especially industrial raw materials.

E. Increased domestic production. The prices of some
items declined because of the increase of dameséic production.
For example, as more foreign pharmaceutical manufacturers
entered the joint local ventures with domestic producers, the
production of pharmaceuticals increased in both variety and

volume, resulting in lower costs and prices,

F. Increase of money supply. Normally, in & balenced

and stable economy, the rate of increase of the money supply
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‘ia approximately equal to that of physical production, Ex-
cessive or inadequate money supplies cause sbnormal price
changes. For instance, real gross national product of Tai-
wan rose by 10.2 per cent in 1964, while the woney supply
increased by 31.7 per cent, causing a rising of price level,

Nevertheless, the consumer price index fell slightly.



CHAPTER VII
ECCHOMIC GROVTR OF TATVAN
I. DETERMINANTS OF ECONOMIC GROWTH

Cenerally speaking, there are five basgiec factors which
contribute to the economic growth of a naticn, namely, popula-
tion growth, capital accumilation, improvement of technology,
natural rescurces end an efficient and effective political

and economic systewm,

Populaticn growth., Excessive population may be a drag

on the eccnomy if they do not eoccur in balanced end meaningful
prcportions. Populaticn growth would ordinarily increase the
availsble man power for productive purpoges. For an area,
however, where the expleding population has already become a
considerable burden on econonmic development, such as Taiwan,
additicnal population would only slcw down the rate of economic

growth by impairing savings and capital formation. Conversely,

should the rate of population growth decrease, the economic

development of Taiwan would advance wore rapidly than at present,

Capital accurulation. In all economies real capital is
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a very important element in industrialization. In the past
decade, Taiwan has made noticeable progress in thig field.
Gross domestic capital increased from NT$3,923 million in
1954 to NT$135,861 million in 1963, as indicated by Table XXX.

Tecknoloey., The Republic of China has long been a

recipient of technical assistance from other ccuntriés--
mainly the United States of America. Currently, however,
Taiwan is extending technical aid and cocperation to a number

of other friendly naticns.i\This achievement 1is worth des-

cribing in detail,

Since 1954, more than 2,500 foreign technicians have
received various kinds of technical training in Taiwan, and
a great mumber of Chinese technicians have been sent abroad
to render advisory and technical services in Africa, Southeast

Asia and Latin America,

In Asia, in collaboration with the U, S. Aid Training

Program, the Chinese Government has trained 2,255 foreign
technicians from 14 countries through December 31, 1964,
Thailand leads with 643 participants, follwed by 493 from

Vietnam, 487 from the Ryukyus, 316 from the Philippines, and



TABLE XXX

GROSS DOMESTIC CAPITAL OF TAIVAN

1954 - 1963

(In current prices)

Unit: KTS Million

St <o L2 et i e e i v At e 3o

TRETIA s e

Publice | Private Publiec | Private
Period | Total |Subtotal|Enter- | Enter- Govern=-| Subtotal| Enter- | Enterprises

Prises | prises & ment prises

Households

1954 3,923 2,737 635 1,598 504 1,186 383 £03
1955 4,264 3,487 | 1,201 1,756 530 777 274 503
1956 4,858 4,007 | 1,581 1,777 649 851 329 522
1957 6,253 5,044 | 2,011 2,089 944 1,209 464 745
1958 7,574 6,381 | 2,578 2,531 1,272 1,193 583 610
1959 9,718 8,478 | 2,793 3,733 1,952 1,240 573 667
1960 12,589 | 10,598 | 2,937 5,435 2,226 2,391 866 1,525
1961 14,608 | 11,748 | 3,687 5,746 2,315 2,860 292 2,568
1962 15,249 | 11,945 | 3,368 6,150 2,427 3,304 646 2,658
1963 15,861 | 13,480 | 3,600 7,299 2,581 2,381 -184 2,565

Source: Industry of Free China, Vol. XXIII, No. 5, May, 1965, p. 67,

s01
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220 from Korea,l The fields of training £all prioncipally
under four categories; namely, (a) development of agriculture
snd natural vescurces, (b) education, (c¢) industrial develop-

ment, and (d) health end senitation.

Sinee 1962, four sgricultural seminars have beem held
for African technicians witﬁ a total attendance of 168 partie |
cipagea representing 24 African countriaa;.ﬁammly. Cameroun,
the Central Afriean Republic, Chad, the Congo (Brazzaville),
the Congo (Lecpoldville), Dahomey, Ethiopia, Cabon, lvory
Cecast, Kenya, Liberia, Libya, the Malagasy Republic, Malawi
(former Hyssaland), Mauyritania, Niger, Rwanda, Senegal, Sierra
Leone, Scuthern Bhodesla, Togo, Upper Volta, Zambia (former
Northern Rhodesiz), and Zanzibar. In edditiom, ten Chinese
farming d&m@nstratinn teams, totaling 123 men, have been sent
to Africsn countties,_bamaly, Liberia, Libys, Dahomey, Ivory
Coast, Gabon, Rwanda, Senepgal, Sierra Leone, Niger, and Cameroun.
The principal objective of these teams, composed mainly of

young Chinese farmers who work in the fields, is to demonstrate

160aﬁc11 for Intermational Economic Cooperation and
Developuent (CIECD), China, Feonomic Prorress in the Republic
of China, Taipei: Covernment Printing Cffice, April, 1355, p. 23.
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the scientific cultivation of rice end cther crops by the
introduction of new agricultural techniques and practices,

tc prooote better farw management, and to get a general pattern
for the develapmmnt-uﬁ thriving rural communities.[\Tha dee
menstration teams have helped boost crep yields ranging from
4,000 to 6,000 kgs. per bectare, and have succeeded in doubling
the yield by harvesting two rice crops a year instead of one,
The success of these demconstraticns has attracted world-wide
attention and requests have been vreceived to dispatch additicnal
‘teams to Upper Volta, Chad, the Congo (Lecpoldville), Togo,

and Malawl in Africa, and saudi Arabias in the Middle East.

In the area of Scutheast Asia, three Chinese agricul-
tural misaians--thé Farmer's Cooperative Asscciation Technical
Missicn, the Technical Mission on Livestock and Crop lmprovee
ment, and the Irrigation D@velapment Mission=-have been sta-
ticned in Vietnam since 1959 to 1960 to render tecltmical ser-
vices in virtually every phase of agricultural development,

To enhance their contributions through better ccordination end
more effective supervision, an agresment was signed on July 10,
1964 for the amalgamation of these wissions and an enlsergewent

of the total wembership from 29 to £5.
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In August 1964, a foure-man Chinese agricultursl team
arrived in Pampange Province in Central Luzon of the Philip-
pines to provide technical services in rice cultivation end

agricultural extension,

To agsist Malaysia in the development of its sugar
industry, 8 team of five Chinese specialists completed a five-
week survey in December 1964 on the selectlon of suitadble sites

for cane pliantations end the development of a sugar refinery.

In Latin America, a six-member Chinese Agricultural
Technical Mission was s@né to the Dominicen Republic in Novem-
ber 1963 to assist in sgricultural development in furtherance
of the efforts made by Dr. Chao Lien-fang, a leading Chinese
agricultural specialist, who served as en agricultural advisor

to tha Dominican government for two years until May 1964,

Technical services rendered sbrcad by Chinese techni-
cians are by no weans limited to agriculture. In August 1963,
- four veterinarlans were sent to Ethicpia to initiate a progran
for the control and eradication of cattle diseases in two pro-
vinces in northern Ethiopia. A 67-member Chinese fishing crew

sboard two 550-ton tuna clippers arrived i{n Camercun in early
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1964 on a 18-nmonth assignment to demonstrate deep sea fishing
and to train Camercunian fishermen. In 1862, a team cof five
experts from the Taiwan Sugar Corporation spent five months
in the Congo (Leﬁpaiﬁville) to put a sugar mill, which had
been shut down for more than a year since the departure of
Belgisn technicians, back into operation, In preparation for
a multi-purpose technical cooperation agreement, fessibility
studies have been made in the Malagasy Republic in various
fields of sctivities including distilleries, handicrafts and

processing of fishery products.

Since 1362, three Chinese medical teams, composed of
25 doctors end 5 nurses, have been sent to Libya. Among other
Chinese experts working in Libya are two metecrologists, seven-
teen civil engineers and five firrigation experts, Furthermore,
preparations have been made for the dispatch of some 30 en-
gineers and surveyors to assist that country iﬁ variocus cons-

truction projects.

Besides the Sino-Vietnamese tecknical cocperation on
agriculture, & teanm ¢of eight electrical engineers have been

sent to help establish an extensive power distribution systew
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{n Vietnamn. In addition, well over one hundred Chinese teche
nicians are rendering teclmical services for Vietnan's textile

and other industries, mostly through private arrangement.

Chinese specialists, under a technical agreement, have
been sent to Siagapore to serve as advisors on such projects
as the construction of a sugar mill., Also surveys have been
made on the feasibility of establishing an sluminum end a pulp
end paper 1nﬁustries.'\

Indeed, during the paat'decade, the Republic of China
has gradgally transformed itself from a technical assistance

receiver to a tecknical assistancae glver.

Natural resources, Taiwan is an island without a great

sbundance of natural rescurces as uentioned earlier. The re-
gerves of principal wmineral items vital to develop heavy in-
dustries are limited., MNo ironm ove exists. Petroleum is mostly
izported from other countries. O(nly natural gas can be developed

for industrial and private use in the near future,

Efficient political and economie system. A strong end

efficient governument and a‘scund profit-secking economic system
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are vital to the economic development of a nation. The fore
wer should be capsble of maintaining a political stabilicy
and initiating the economic develcpment prograns. The latter
is the generating force for developing the enterprises as well
ags the accumilative econcmic growth in the whole society.
During the past decade, the Chinese Government in Talwan has
proved to be strong encugh to maintain a stable social order
and capeble of carrying cut successfully a series of ecomomic

s

development plans,

7IX, ECONCOMIC GROWTH CF TAIWAN :

During the past decade, Taiwan's preoductive output has
experienced a8 steady rate of growth, Between 1952 and 19&4,
azricultural cutput rcee by 97.6 per cent, and industrial
ocutput by 322.4 per cent. The sverage enmual rates of growth
for agricultural and industrial production were 5.9 per cent
and 12.9 per cent respectively. As the growth rate of indus-
trial production has consistontly cutstripped that of agri-
cultural production. there has been a relstive change in the.
conposition of net domestic product. Im 1932, agriculture
accounted for 35 per cent of net domestic preoduct and industry

for 23 per cent, whereas in 1964 industry constituted 33 per
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cent and agriculture 26 per cathzr
In the twelve years from 1953 to 1964, Taiwan's real
national incowe (in 1963 prices) increased by 104 per'cant
(see Table XVII, Chapter V). Per capita income increased by

42,9 per cent (see Table XVIII, Chapter V).

I1I, COMPARISON CPF ECCNOMIC GROWTH
RATES WITH CTHCR CCUNIRIES

In order to further understand the situation of the
economic graﬁth of Taiwan, en attexpt 18 made to compare the
statistics with the records of growth of other covutries, con=
pariscen with rates of growth for the same period as well as with

the past couparable records of developed countries,

Corpariscn with r&tas‘gg growth of other countries for

the sams period. 1In Table XXXI, certain ccuntries have been
selected, which are believed to be repra&entative; Among those
selected, three are from Asia, four from Europe, and one from

America, Canada, The three Asian countries consist of one

2;@:3.4.. Pe 2.



TABLE XXXI

ECONOMIC CROWTH INDICATORS

FOR DIFFERENT COUNTRIES

1953 - 1958

(At constant prices as

indicated in the source data)

[./
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Annual Increase 1n Percentage

Countries| GNP |National| Per Capita|National|Gross Net
Income Income |Consump~|Capital |[Savings
tion Formation
China 7.3 7.1 3.5 8.8 6.5 1.4
(Taiwan
only)
Japan 9.4 9.2 7.9 9.3 9.3 9.8
Indi& - - 2.4 100 - - - - -
cey1°n 2.2 1.5 ‘1-0 3:2 2;0 - e
Holland | 5.4 6.5 5.2 4.6 10.3 9.5
West Cere| 6.9 7.3 6.1 6.7 7.9 11.4%
many _
Italy 5.7 5.8 5.2 4.3 8.0 18.4
United 2.0 1.7 ~0.03 2.4 0.2 -2.8
Kingdom ’
c&nada 209 2.6 ‘th 3.7 2!2 '2.5

Sources: National Accounts Statistics published by the

DGBAS, the Republic of China, and the Yearbook of National
Accounts Statistics, 1959, published by United Nations.

*Average of 1953-57.
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advanced, Japan; cna underdeveloped with large territory and
population, India; end one underdeveloped of small size, Ceylon.
The four Eurcpean countries are: the United Kingdom, an advanced
countiy; West Germany, a country rebuilt frem the rubbles of
war; Rolland, cowparasble to Taiwan in land area and population;
and Italy, a relatively laaa.#dvancad country with lérga area
and abundant resources., Because of limitations of data, com=

parisons will be made only for the pétiod from 1953 through
1958,

In terms of national income, Japan's rate of growth of
9.2 per cent tops the list, followed by West Germany's 7.3
per cent. Talwan's rate of 7.1 per cent ranks third, However,
in terms of per capita incqme, which 18 by far the most signi-
ficent indicator of a country's economic achlevement and its
living standard, Taiwan's growth rate of 3,5 per cent is far
below Japan's 7.9 per cent, Wast Cermany's 6.1 per cent, and
Holland's and Italy's 5.2 per cent. This f{s the result of

the current population explosion in Taiwan,

thile the percentage gap 1¢ larze in comparison with

these other countries, the gap in absolute amount 18 much



115

larger. In other words, the ecomomie growth of Taiwan actuslly

lags far behind that of tha advenced countries,

The rates of cépital formation and of savings are
other indicators of ecomomic development., In Table XXXII the
sane countries have been selected as before except for India

vhich {8 deleted because of incomplete data,

In terms of the ratio of gross capital formation to
disposable income, Taiwen's 15.7 per cent ranks the second
lovest next to that cf Ceylon. Japan's 28.3 per cent again
tops the list, Canada, VWest Germany, Holland, and italy are
all above 20 per cent. The rate of net savings reaches 23,6
per cent in Japan, 22.6 per cent in Vest Germany, 24.6 per cent -
in Holland, 13.9 per cent in Canada, 13.3 per cent in Italy,
and 10.3 per cent in the United Kingdow. In Talwan, this rate

is 6.2 per cent,

Thus, judging by these two ratics, both of which have
a decisive effect on economic growth, Taiwan is again faer be-

hind most countries, especially Japan and West Cermany.

Commarisen with the past compavable recerds of develoned

CLountries, Admittedly the data for the following couparison
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(see Table XXXIII) are inadequate, but still they are of

some significance. Among the countries listed, the United
Ringdom is the oldest developed country. Its real per capita
income grew at an annual rate of 2.9 per cent between 1860
and 1938. Prior to 1860, we have reascn to believe that the
rate of growth was much greater, becsuse the industrial re-
volution tock place during 1760-1830. France has always

been noted for its slow economic growth., Between 18350 end
1938, its rate of growth was cnly 1.5 per cent a year, Japan,
on the other hand, deserves special attention. For & long
period of 60 years between 1878-82 and 1938-42, it was sble
to %aintain an anmial rate of growth of 7.1 per cent. Howe
ever, it is estimated'that the "take~off" of Japan's econcay,
to use Rostow's term, occurred sonetime between 1878 and 1900,
During this pericd the annual rate of growth of real per
capita incowme was only 4.5 per cent., Taiwan's aversge rate
cf growth of k{Z per cent between 1932 and 1960 is comparable
to that of United States' 4.8 per cent (1£69-1938) and Japan's

4.5 per cent,

The rate of economic growth is directly related to the

vatio of net domestic capital formatiom to national income on
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 TABLE XXXIII
AVERAGE ANNUAL GROWTH RATE OF
REAL PER CAPITA INCOME FOR
SELECTED COUNTRIES IN DIFFERENT PERIODS

Count L1od Compound Annual
ocuntry Per Rate of Crowth (%)

Sweden 1861-1938 8.5
Japan 1878/82-1938/42 7.1
United States 1869-1938 4.8
United Kingdom 1860-1938 2.9
France 1850-1938 1.5
China (Taiwan only) 1952-1960 4.2

Sources: For China (Taiwan only), based on publica-
tions of DGBAS; and for other countries, based on N. S.
Buchanan aend H. S. Ellis, Approaches to Eccnomic Development,

the Twentieth Century Fund, 1955, pp. 214-215,
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cne hand and to the rate of population increase on the other.
In Table XXXIV, the ratics for a number of countries in cou-
parable periods of development are given. For Taiwan, the
ratio is 14.4 per cent which cowpares favorebly with that of
other countries. The rate, however, would be §.3 per cent
1f capital from external source (i.e,, U, 8. aid, foreign

and overgseas Chinese investments) were excluded,

It way be concluded that the growth rate of Taiwan's
economy has in recent years exceeded that of the less develcped
countries and has come clcse to that of certain advenced or
developed cauntries.J |

IV. THZ STAGE OF ECONOMIC CROVTH OF TAIWAN /-

As mentioned above, Taiwan has progressed, despite its
limited natural resocurces, from the stage of a completely
underdeveloped nation to a point vhere it is compared favore

ably with some of the wmore advanced countries,

Dr
In the opinion cof Professcr W, W. Rostow, the sweep
&

of modern history may be envisaged as a set of "stages of

growth” and all societies can be placed within one of five
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TABLE XXXIV
RATICS OF NET DOMESTIC CAPITAL FORMATION
TO NATIONAL INCOME FOR

SELECTED COUNTRIES IN DIFFERENT PERICDS

Country Period Ratio (%)
United States 1896-1908 13.8
1909-1948 8.3
United Kingdom 1870-1879 8.7
. 1904-~1913 7.6
Sweden 1861-1870 3.8
1921-1930 11.9
Canada 1901-1910 19.4
1926-1930 12.4
France 1853-1878 8.5
1903-1211 5.6
Denmark 18701909 9.7
1947-1952 9.7
China (Taiwan only) 1952-1959 14.4

Sources: For China (Taiwan only), based on publica-
tions of DGBAS; for other countries, based on National
Bureau of Economic Research, Capital Formation and Economic

Crowth, Princeton University Press, 1955, pp. 62-64.
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economic stages: '"the traditional society, the preccnditions
for take-off, the takeecff, the drive to maturity, and the
aze of high maaa~c@naumptien‘“3' thile Rostow's ﬁhesis is
open to arguexsent, his classification of economic growth into
five stages dces éfford a convenient yardstick for measuring

the stage of econcmie developwent of Tsiwan,

To a developing eccnowy such as Taiwan, théymost p £
portant staze is cbviously the third or take~off stage.
Rogtow compares the trsnsfa#magiqn from a backward'ecﬂnamy
te a smodermized economy with the take~cff of a plaha. In
the development of a hﬁckwarﬁ econcuy, taking n££ 18 the most
difficult and the most critical task. Once the economy
successfully takes coff, it will ganarate autematic forces
to enable it to drive to “maturity" and to reach ultimately

the stage of "high mass-consumption.'

The questicn is whether Taiwan still remnains in the

“trangitional" stage, or the stage of the 'preconditions for

teke-off,” or wvhether {t has”entereﬁ the "take-off" periocd;

| 3%. ¥W. Rostow, The ftaces of Economie Grﬁwth, Cambridze,
the University Press, 1950, p. 4.
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and if it is in the "take-cff’ staze, can it successfully
make the transiticn to a developed economy? Sowe nations

have falled in thier atterpt to taeke off such 28 Indconesia,

In answering this question, it is necessary to sum=
marize briefly Rostow's bread definition of the coenditions

for transtion and takeeoff:

A. The "transition.'” This i3 the stags when the pre-
conditions for take-off are created., A predonminantly agrie
cultural society must shift to a predouninance for iadustry,
commmications, trada and services, Education i{s subsequently
reformed and made accessible te all in order to meet the
requirenents of modevn econcmic activitiea., There also emerze
naw types of enterpreneurs gnﬂ enterprisers, men willing to
mebilize savings, to assume risks, and to seek profits, The
market for agricultural products, handicrafts, and imported
consumey goods expands rapidly, so dees the basie social
overhead capital (especially transport) for facilitating the

flow of raw waterials and finished pra&ucta.&

4vb14., p. 18-20,

L
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During this stage, three decisive sectors must first

be transformed technically:

1. Agricultuza and extractive industries. These pro-
vide working capital needed for modernizaticn, supply foodr
to the rising urben pcpulation, provide an expanded market
for th@ develeping industries, provide an important base of
taxation, and supply long-term credit to the developing

modern sectors,

2. Exports. In the early stages of industrializatiom,
the demand for icports will increase wvery rapidly. 7This cen
cnly be met by developing the naticn's natural rescurces and

processing them for export.

3. Social overhead investment. Thid includes vast
amounts of investment in transport, education, electric power,

ete.

In order to make the above transformation posaible,-
the society needs a many-sided change--social, peychological,
end political, It must produce & new leading business and
in&ustrial elite to replace the old land-based elite for
building a modérnizeﬂ industrial society.
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Buring the transitional period, the government plays
8 key role. It must channel the local talent, emergy end
resources into the domestic tasks of wodernization; it wust
be capable of organizing the nation so that couprehensive
commercizl markets develep; it must create end waintain a
tex and fiscal systea which divarté resource into the crea-
tion of the necessary social end human capital; it has an
inescapsble responsibility for ensuring that public facilie
tles and social capital required for take-off are built; and
it mst ﬁring about the most important precondition for take-
off, nanely, the establishment of an effective modern governe-

ment,

B. The "takewoff.” This ie a rather short stege of
develcpmént, usually lasting two to three decades. During
this period, economic and social development becomes an
@utém&tic éud self-sustained process, snd the eccnomy develops

at & normal rate of growth,

Threa conditions, as described by Rostow, wmust be

l
fulfilled in order to achieve a successful take-aff:s

5&%‘5@0' 2 39‘
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1. a rige in the rate of productive investment from
3 percent or less to over 10 percen: of national income (or
net naticnal product);

2. the development of cone or more substantial manue
facturing sectors, with a high rate of growth;

3. the existence or cuick emergence of a political,
gocial end institutional frazework which expleits the {umpulses
to expansion in the modern sector and the potential external
eccnomy effects of the take-off and gives to growth an cne
going character.

The third condition implies that this frazework should
have the capacity to &mbilixa capi:ai from domestic sources
end to raise the wmarginal rate of savings ({.e., an increasing
propertion of incresental income going to saving). The
internal auppiy ¢f finance for the “'take-cf{f{"’ usually comes
from two sources: (&) from shifts i{n the contrel cver incone
flows., For example, the state tuxes away the income of lande
lords and uses it for economic development, or the more entere
prising former landlords may'iawest directly in comserce and
industry. (b) From the ploughing back of prefits ianto pare
ticulay rapidly expanding sectors. However, &s a precondi-
tion for take-off, the demand for capital may be more decisive
than the supply of capital, Haia external sources of capital

are imperative. In the case of Taiwan, the United States has

been a major sources of the necessary external capital,
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The take~cff 18 often initiated by some leeding sector or
a@caarﬂ,Awhiah grow very rapidly end set in wotion the
varicus expansionary forces of the economy, There 48 no

way to deternine what the leading sectora will be, Histeri-
cally, it was cotton textiles for Britain, timber for Sweden,

weat and dairy products for Denmark, end silk for Japan.

In light'of Professor Rostow's theory, it seems reae
sonably clear that the economie development of Taiwan has
pessed the stage of "transition" and has entered the “take-

of £ gtage.

< 3
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CRAPTER VIIL
CONCLUSTCN
" 1. PRODLEMS OF FUTURE ECCNCMIC
* DIVELOPMENT OF TATVAN

The eccncuic development of Taiwan has entered the

stage of "take-cff,” The probless invelved are as follows:

Ae. Need of substaential manmufacturing sectors. In
pushing econonic development through the stage of 'take-off,”
there rust be one or mere rapidly growing sectors which can
profitably utilize c&pital.(jrhasa sectors should be substane-
tial enough to stimulate the emwergence and expansion ¢f other
-sectors and produce external iInfluences to facilitate the
growth aacters;)\?niwan has geveral large mamufacturing in-
dustries, such as sugar, cement, end textiles, but nona of

them seems to be substential ggnugh to lead the "takeeoff,"

B. Pressure of population., The rate of population
increase in Tailwan 1s about 3.36 per cent which 18 considered
teo high to slow dowm appreciably the eemnamic‘éevelapment on
this smwall island. If this situation continues for long, the

increasing pressure of population can be expected to serve as
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a drag on future ecconomie growth and developuwent.

'C. Ehortage of entreprensurs end human capital., The
entreprencur 18 vital to economic development and may be
even more important than supplying the mmmemade capital, So
far aluost all the agricultural reform in Taiwan has been
initiated and preogracsmed by the govermment. Currently, the
government is still carrying the eﬁtrepraneural role. Howe
ever, the emergence ¢of a private entreprensural class evolves

slowly and it cannot be created ovér night,

\ D. Burden of military spending., There ere six hundred
thousand trocps on Taivan, The expense of maintaining such
large wilitary organization is enormous, If the expense could
be reduced by 50 per cent and that amount put into economic

development, it would be greatly bemeficiel to Taiwan's econony.

II, PROSPLCTS OF FUTURE ECCNCMIC
DEVELCPMENT CF TAIWAN

Colin Clark has said that the nore davelcped a country
is, the less its population is engaged in agriculture and

extractive industries and the smallar'iu this shave i{n national
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1ncoma,1[:3y evaluating the records of the period from 13352

to 19%& in Teivan's econowmy, the growth rate of industrisl
production has consistently ocutstripped that of agricultu:al
production as mentioned earlier. In 1952, egriculture accounted
for 35 per cent of vet domestic product and industry for 23

per cent, whereas in 1764 industry constituted 33 per cent

aﬁd agriculture 25 per cent, This shift on economic structure
of Taiwan indicates the rapid industrial development during

the past decade,

In addition, Taiwan has a well-developed agriculturs,
a well-crganized transportaticn net work, fairly large manu-
facturing industries, widespread education and good social
order. All these are ilmportant elewments for economic devel-
ocpment, The prospects for future economie development of
Taiwan are very favorable. The important step is to cowmplete
wuecnssfully‘tha»“take~off.” In order to achieve this, four

things mist be done:

A, Concentrate investrnent on & few export industries

ICelin Clark, The Conditicns ef Ccenomie Prerreas,

third editicn, London, ticMillan Cowpany, 1957, P 173
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as leaders in the "take-off." Twe or three promising induse-
tries such as cement, textiles and sugar should be chosen and
devoted to eﬁpert trade. Thus, some of them may become the
leading sectors substantial encugh to stizulate the developw
ment of other sectors as well as to impart a forward momentumn

to the growth of the entire economy.

- B. Prevent excessive consuxmption and non-productive
investment. Economie development is fimanced by both external
and domestic capital, As far as the domestic capital is con~
cerned, the two major scurces are the pleoughing back of proe
fits by business and governwmental enterprises and the diverting
" of economic rescurces to productive uses by preventing exces~
sive consumption end non-productive investment., This will
depend upon the monetary snd fiscal policies of the Chinese
Covernment, especially tax measures, by which more income can

be channeled into productive uses,

C. Establish a long range development program for heavy
industries. For the present, tha need for heavy industries
becomes mora urgent than ever. The steel industry shculd be

ranked first. Without an integrated steel industry, it would
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be futile to talk sbout industrialization. Next it is neces-
gsary to develcp a complete petro-chemical inlustry. True,
these heavy industries cammot be bullt over night. But, it
is high tima & long range program for developing heavy indus-

tries be drawm up now,

D. Reduce the rate of population increase. The govern-
ment wust make every effort to slower down the rate of popula«
tion increase. Two measures eeem appropriate, First, a cou-
prehensive and naticn-wide birth control program should be
immediately instituted, Eecondly, the government ahuuld.adcpt
a policy to encourage emigration to help reduce the population
pressure, A slﬁwar rate of population increase will have a
favoreble effect on the rate of growth.and development of

Taiwvan as well as the standard of living of its pecple,
I1I. SMDMARY

The strategy of economic develeprent adopted by the
Chinese Government on Taiwan has been for the coordinated
growth of agriculture end industry. In a predominantly agri-
cultural economy, the isprovement of agricultura seems to be

an effective was to improve the life of a nation in which
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the pepulation is lergely esmployed in farming. This would
also spell soclal stability which is essential for economic
progress. In additicn, the increase of agricultural produce
tion would in turn stimulate industrial development, parti-
cularly with respect to agricultural processing Iindustries;
while, on the other bhand, the growth of fertilizer, agro-
chemical and farm machinery industries would help raise agri-
cultural productivity.

For the purpose of increasing agricultural production
and raising the living standard of farmers, the Chinese Govern~
ment implemented the land reform by peaceful and orderly means,
In the promotion of industry, emphasis has been on evolutionary
development. Thus, in order of time, first cawe the utilities
and light {ndustries supplying the Chinese people with gbsolute
necesgities; then industries for wmore sophisticated manuface
turing to meet new and va:ied demands; and lastly, industries
engaged in'mnre advanced lines., FHowever, no atterpt has yet

been made at creation of heavy industries.

Under the pélicy of devaloping egriculture and industry,

the achieverent has been remarkable. For the period from 1952



133

to 1964, index mumbers of agricultural and industrial produce
tien, with 1952 as the base year, rose to 197.6 and 422.4 in
1864 respectively., For the same period, indices of egricul~
tural and industrial productivity, with 1952 as the base year,
increased to 176,1 and 261.7.2 Indices of real wages, with

1932 as the bagse year, rcse to 176,35 in 196&.3

In the eccnomic develcopment of Talwan, the Chinese
Covernment has undértakan the responsibility of over-all devel-
opment planning and ivplementation. To sccelerate industrial
growth, inflow af forelgn capital and know~how have been vi-
gorously encouraged, as well as the development of export
industries. Exports of industriasl products increased from
U4 million in 1552 to US$184 million in 1964, aﬁ increase
of about 46 times. As to imports, capital goods imports rose
from US$27 million in 1952 to US$102 million in 1964 and raw
wmaterials isports from US$H153 million to US$264 million (see
Tables VII and VIII). The balence of foreign trade of Taiwan
was changed from a deficit of US$8.7 million in 1952 to a
surplus of US8S2 million in 1264,

ZCIQCB. Taiwan Statistical Data Book, Talpeil: Gevern-

ment Printing Cffice, 1965, pPpe. 23 and 43,
Sbid,, p. 1.
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Cne final word, In the past fifteen years, Taiwan
has accomplished considersble economic development and growth.
Iﬁs rate of economic grﬁwth is higher than that of any other
underdeveloped country although lower than that of the wore
advanced and developed countries. Hopefully, the economy
stands poised for a "take-off” to a higher level of sustained
growth., Cf course, much remains to be done, but the achieve-
ments of the Chinese Covernment on Taiwan can serve as a

pattern of growth for othar underdeveloped countries,
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