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Foreword

This volume is one in a series of studies supported by the Economic
Growth Center, an activity of the Yale Department of Economics since
1961. The Center is a research organization with worldwide activities
and interests. Its purpose is to analyze, both theoretically and empiri-
cally, the process of economic growth in the developing nations and
the economic relations between the developing and the economically
advanced countries. The research program emphasizes the search for
regularities in the process of growth and changes in economic structure
by means of intercountry and intertemporal studies. Current projects
include research on technology choice and transfer, income distri-
bution, employment and unemployment, household behavior and
demographic processes, agricultural research and productivity, and
international economic relations, including monetary and trade
policies, as well as a number of individual country studies. The Center
research staff hold professorial appointments, mainly in the Depart-
ment of Economics, and accordingly have teaching as well as research
responsibilities.

The Center administers, jointly with the Department of Economics,
the Yale master’s degree training program in International and Foreign
Economic Administration for economists in foreign central banks,
finance ministries, and development agencies. It presents a regular
series of seminar and workshop meetings and includes among its publi-
cations both book-length studies and journal reprints by staff members,
the latter circulated as Center Papers.

Hugh Patrick, Director

XV



Preface

The record of Taiwan’s economic performance in the twentieth century
is an enviable one. The economy, except for the period of World War
II, has grown steadily, and indeed in the past two decades it has ranked
among the fastest growing economies in the developing world. The
rise in per capita income has been accompanied by dramatic changes
in the structure of the economy. The evidence further suggests that in
the last quarter of a century income distribution has become more
equal. Apparently, economic growth in Taiwan, in contrast to what
has happened elsewhere in the developing world, has been unusually
egalitarian. Because of this performance, there exists considerable
interest among development economists and policymakers in the
Taiwan experience.

The purpose of this volume is to describe and to explain the economic
development of Taiwan from about the 1860s to the 1970s, with parti-
cular emphasis on the period since 1900. It is generally recognized
that the pace and pattern of economic development are influenced by
political and social as well as economic forces, i.e., development has
both an economic and a noneconomic dimension. Therefore, a full
understanding of any economy would require the examination of both
the economic and the noneconomic issues. Although a number of
the major noneconomic forces, e.g., the Japanese occupation of the
island, are explicitly remarked and taken into account in the analysis,
the focus of this volume is primarily on the economic aspect of devel-
opment. Thus, this study offers only a partial picture of Taiwan’s
development.

Economic progress in Taiwan during the twentieth century has been
attained largely through the growth of peasant agricultural production
made possible by the intensive application of modern inputs. In the

xvii
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early part of the century most of the increased agricultural output was
exported. Industrialization began gradually in the 1930s and accel-
erated after World War II, a process that has been facilitated by the
continuing growth in agricultural productivity. An important dynamic
element in Taiwan’s economic development has been the government,
which has played a central developmental role in the colonial period
as well as during the period since independence. Government invest-
ments in material and human capital and the economic policies of
the government have affected all aspects of Taiwan’s economic devel-
opment. In crucial periods the government also played a critical
entreprencurial role. This study concentrates on three sectors of
supreme importance : peasant agriculture, manufacturing, and govern-
ment. Fortunately, data are also relatively more accessible and of
better quality in these areas. By focusing on these sectors, the study
inevitably underplays the other aspects of the economy, in particular
the commercial and financial sectors and the other services.

During the course of the preparation of a study such as this, one
accumulates a long list of individuals and institutions to whom one
is deeply indebted. One of the great pleasures of seeing the study
published is the opportunity it provides to express publicly one’s
gratitude. Most of all, I am grateful to the Economic Growth Center
at Yale University for affording me the opportunity to undertake this
study and to the Joint Commission on Rural Reconstruction in Taiwan
for providing me a base of operations during my period of field research
in 1965-66.

In the past decade I approached many individuals and institutions
in Taiwan for data and assistance. I am grateful to them for their
courtesy and cooperation. I am especially indebted to the following:
T.H. Shen, Y. C. Tsui, Y. T. Wang, T. H. Lee, I. G. Chen, Y. E. Chen,
Myrna Lee, and Gary Lu of JCRR; M. H. Hsing of the Institute of
Economics, Academia Sinica; T. K. Tsuiand W. H. Yeh of the Council
for International Economic Cooperation and Development; S. C. Pan
of the Bank of Taiwan; C. E. Meng of the Central Bank of China:
N. T. Lu of the Land Bank of Taiwan; C. C. Lee and C. L. Chang of
the Directorate-General of Budgets, Accounts, and Statistics; and the
Taiwan Provincial Library.

At one stage or another of my research I received valuable advice
and suggestions from Thomas Birnberg, Raymond Goldsmith, Simon
Kuznets, Ramon Myers, Hugh Patrick, Gustav Ranis, William Speidel,
and Lloyd Reynolds. I am also grateful to the two anonymous referees
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who read the first draft of this study and made valuable comments
upon it.

The main financing for travel and research was provided by the
Economic Growth Center. [ also received financial support from the
University of British Columbia Committee on Research and the UBC—
Canada Council Small Grants Committee. The final version of this
study was written during 1975-76, when I was on sabbatical leave,
which was in part financed by a Canada Council leave fellowship. I
would like to express my appreciation to the Canada Council for its
generous support.

Portions of chapters 4 and 12 appeared in the Journal of Economic
History and Pacific Affairs, respectively, I am grateful to the editors of
these journals for permission to use material that originally appeared
in their publications.

A large share of the cost of preparing a book inevitably falls on one’s
spouse. I cannot begin to speak of what I owe to my wife’s affection
and good-natured support.
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Introduction

The island of Taiwan lies astride the Tropic of Cancer, between the
Malay Archipelago and Japan, and is separated from mainland China
by the Taiwan Strait. Its area of 35,855 square kilometers (13,840
square miles) is slightly farger than the Netherlands or about the
combined size of the states of Connecticut, Massachusetts, and Rhode
Island.! In terms of natural resources, Taiwan is only modestly
endowed. Its most important mineral resource is coal, estimated at
about 700 million metric tons, but because of the narrowness and the
depth of most seams, only one-third of the reserve is economically
recoverable.?

Taiwan’s most important natural resource is its agricultural land,
but this too is limited in quantity as well as in quality. Only one-fourth
of its total area is arable, and after centuries of continuous intensive
use, the natural fertility of its farmland is low and diminishing. Taiwan,
which in 1974 had a population of more than 158 million, has a
population density of around 440 persons per square kilometer, one of
the highest in the world. Taiwan’s chief agricultural advantage is its
subtropical climate, which extends the growing season and allows the
cultivation of several crops a year. The semitropical climate also
provides Taiwan with the rainfall and humidity necessary for plant
growth. However, rainfall varies both seasonally and geographically;

1. DGBAS, Statistical Abstract of the Republic of China, 1973, p. 26.

2. Willert Rhynsburger, Area and Resources Survey: Taiwan, pp. 152-53. Taiwan,
which lies in the same geological belt as the other important oil-producing areas in the
Far East, is well endowed with all the essential requisites for the generation, accumula-
tion, and retention of oil and gas. In recent years a small number of petroleum and
natural gas reserves have been discovered, and most geologists concur in the belief that
the prospect of finding additional oil and gas reserves in Taiwan or off its coast is good.



