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This book studies the historical course of Taiwan’s financial
reforms which started from the economic liberalization. The author
objectively appraises Taiwan’s financial reform background,
promoting and containing forces, the gain and loss of reformative
measures, and lays particular emphasis on a systematic
investigation of the dilemma confrnting Taiwan’s financial
liberalization and internationalization, the causes for the dilemma,
countermeasures taken by the monitoring and managing authorities,
and their effects. The book makes some case studies, probes into
the regularities of the cases, and abstracts from the studies
economic theories in a general sense.

Chapter 1 makes a lengthways investigation of the phasic
course of Taiwan’s financial reforms which started from its
economic liberalization. On the basis of sorting out the directions
(inward and outward) and the total targets (liberalization and
internationalization) of the reforms, this course is divided,
according to the specific policies and goals at different times , into a
few stages as follows: the stage of easing the price control (in the
middle and the late 1980s), the stage of opening the financial
market on the island (in the earlier 1990s), the stage of
establishing the Asian Pacific Banking Center (in the middle
1990s), the stage of guarding against financial risks (in the middle
and late 1990s), and the stage of starting a new round of financial
reforms (from 2001). An objective judgement is also made on the total
course, characteristics, gain and loss of Taiwan's financial reforms,

Chapter 2 discusses the reforms of Taiwan’s financial system,



An emphasis is laid on the analysis of the construction and
regrouping of Taiwan’s banking system (including publicly-owned
banks, private banks, and banks invested by foreign capitals), and
on the analysis of non-bank and grass-root financial systems. Based
on this, the book proposes that the effects of the finance outside
the system should be appraised objectively, reexamines the
function of the publicly-operated financial system, reveals the
fundamental causes of the low efficiency of the overall operation of
Taiwan’s financial system, and discusses the strong points and
weak points of financial integration, the construction of efficient
separating mechanism, the problems confronting Taiwan'’s financial
system, moral risks and effective guarding measures.

Chapter 3 reviews the reforms of the financial market and their
effects. In view of the fact that the capital market (esp. the stock
market) within the island is more mature than the money market
and the foreign exchange market, the book puts great emphasis on
the analysis for the course of and measures taken by the reforms in
the capital market, and on the analysis of business innovations and
the rules concerned. The reforms of the money market and the foreign
exchange market are also discussed. The main shortcomings of Taiwan’s
financial market are sorted out as follows: failure to resolve the
problem of underground financial markets, imbalance in the
development of the whole financial market, failure to eliminate the
inner defects of the capital market, and the monitoring and
managing authorities’ frequent interference in the financial markets,

Chapter 4 studies the principal part of the financial reforms as
a project. On the basis of clarifying the division of Taiwan’s
financial monitoring and managing functions and finding out the
system of financial checking, this chapter emphatically analyses the

ways adopted by Taiwan’s monitoring and managing authorities in



dealing with the bubble economy, the financial crisis, the effects of
their efforts which are embodied in rectifying severe economic
imbalances, handling the crisis of the run on a bank, and
responding to the continuous pounding by the Asian financial
turmoil. This chapter also inquires into the structure of Taiwan’s
financial monitoring and managing system, the financial system
construction, and the main problems therein.

Chapter 5 has selected some key areas in Taiwan’s financial
reforms such as the construction of the regional banking center, the
reforms of the regional financial problem, limited opening of the
cross-strait financial dealings, and handing of banks’ bad assets,
and an empirical analysis is given of the effects of the reforms in
those areas. A comparison is also made between Taiwan financial
reforms and the financial reforms of Japan and South Korea which
have a background similar to that of Taiwan in Asia. Fixing his
attention on South Korea's successes in reforms and Japan’s
failures, the author, from both the positive and negative aspects,
analyses the similarities and differences between Taiwan’s gain and
loss in reforms and those of the other regions concerned. Hence a
more objective complete understanding is obtained of the effects of
Taiwan’s financial reforms.

The conclusive part summarizes Taiwan’s financial reforms in terms
of their doctrines and regularities. Further analyses are made for such
contradictions crucial to the financial reforms as the contradiction
between the financial liberalization and the financial risks, the
contradiction between the speed and effects of financial reforms, the
contradiction between the financial innovations and the political forces,
and the contradiction between the economic (enterprises) reforms and
the financial reforms, and the contradiction between the financial

liberalization and the financial systematization.
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