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           Taiwan was affected by the 1997 Asian financial crisis, although, fortunately for Taiwan, the degree of fluctuation in the exchange and interest rates was less than most of other crisis-hit countries in Asian.

          The better performance of Taiwan, in the wake of the crisis, can be attributed to various factors, including those linked with the macroeconomic, financial, and real sectors. Economic and financial stability have been made the priority goals of the government. Since the 1950s, Taiwan has followed a suitable sequence in undertaking economic reform, and has often enjoyed a trade surplus and excess savings. This paper takes such factors into account in its analysis of how Taiwan managed to cope with Asian financial crisis so effectively. Other areas which come in for scrutiny in this regard include Taiwan’s abundant foreign reserves and low foreign debt, strong financial regulations, the industrial structure based on SMEs and how this facilitated the economy’s flexible reaction to the crisis, and industrial upgrading and technology promotion and how this helps explain Taiwan’s economic robustness.

          Although Taiwan has performed well during the Asian financial crisis so far, there will still be many more challenges to face in the future. These future challenges are discussed, too. Finally, some policy recommendations are put forward.

        

      

      



    

    

  
    
      References
      
        
          	
          	
        

        
          	
            
              1. 
            
          
          	Baillie, Richard T., and Humpage, Owen F.	“Post-Lourve Intervention: Did Target Zones Stabilize the Dollar?” Working Paper 9203, Cleveland: Federal Reserve Bank of Cleveland, February 1992.
        

        
          	
            
              2. 
            
          
          	Cameron, R. Banking and Economic Development. New York: Oxford, 1972
        

        
          	
            
              3. 
            
          
          	Caprio, G. Fr., Atiyas, I.	and Hanson, J. A. eds.	Financial Reform: Theory and Experience. London: Cambridge University Press, 1994.
			[https://doi.org/10.1017/CBO9780511571879]
		
        

        
          	
            
              4. 
            
          
          	Catherine, Bonser-Near. “Does Central Bank Intervention Stabilize Foreign Exchange Rates?”	Economic Review 81, Federal Reserve Bank of Kansas City (No. 1 1996): 44-57.
        

        
          	
            
              5. 
            
          
          	Catte, Pietro Antonio, Galli, Giampaolo	and Rebecchini, Salvatore. “Sterilized Interventions and the Dollar: An Analysis of Daily Data.” Paper prepared for the Ossola Memorial Conference, Rome, Banca d'Italia, Processed, July 1992.
        

        
          	
            
              6. 
            
          
          	Chandavarkar, A. G. “The Informal Financial Sector in Developing Countries: Analysis, Evidence, and Policy Implications.” Occasional Papers No. 2. Research and Training Center, The South East Asian Central Banks, 1987.
        

        
          	
            
              7. 
            
          
          	Collins, S. M. and Bosworth, B. P.	“Economic Growth in East Asia: Accumulation versus Assimulation.” In edited by William C. Brainard and George L. Perry, Brookings Paper on Economic Activity. Brookings Institution, 1996.
			[https://doi.org/10.2307/2534621]
		
        

        
          	
            
              8. 
            
          
          	Crockett, Andrew “Why is Financial Stability a Goal of Public Policy.” Economic Review 82, Federal Reserve Bank of Kansas City (No. 4 1997): 5-22.
        

        
          	
            
              9. 
            
          
          	Edison. Hali J. “The Effectiveness of Central Bank Intervention: A survey of the Literature after 1982.” Serial Paper in Interaction Economics No.18, International Finance Section, July 1993.
        

        
          	
            
              10. 
            
          
          	Edison. Hali J. and Pauls, B. Dianne. “A Re-assessment of the Relationship Between Real Exchange Rates and Real Interest Rates: 1974-1990.” Journal of Monetary Economics 31 (No. 2 1993).
			[https://doi.org/10.1016/0304-3932(93)90043-F]
		
        

        
          	
            
              11. 
            
          
          	Edwards, S. “The Order of Liberalization of the Current and Capital Accounts of the Balance of Payments.” In Choksi, A. M. and D. Papageorgiou, (eds.) Economic Liberalization in Developing Countries. Oxford: Basil Blackwell, 1986.
        

        
          	
            
              12. 
            
          
          	Goodhart, Charles, and Hesse, Thomas “Central Bank Forex Intervention Assessed in Continuous Time.” Discussion Paper 123. London: London School of Economics, Financial Markets Group, July 1991.
        

        
          	
            
              13. 
            
          
          	Greene, Margaret L. “Experience with Exchange Market Intervention: January-March 1975.” Staff Studies 127. Washington, D.C.: Board of Governors of the Federal Reserve System, September 1983.
        

        
          	
            
              14. 
            
          
          	Greene, Margaret L. “Experience with Exchange Market Intervention: September 1977-December 1979.” Staff Studies 128. Washington, D.C.: Board of Governors of the Federal Reserve System, September 1983.
        

        
          	
            
              15. 
            
          
          	Greene, Margaret L. “Experience with Exchange Market Intervention: October 1980-September 1981.” Staff Studies 129. Washington, D.C.: Board of Governors of the Federal Reserve System, September 1983
        

        
          	
            
              16. 
            
          
          	Gurley, J. G., and Shaw, E. S. “Financial Aspects of Economic Development.” American Economic Review (1955).
        

        
          	
            
              17. 
            
          
          	Kuo, Shirley W. Y. “Liberalization of the Financial Market in Taiwan in the 1980s.” In S. G. Rhee and R. P. Chang (eds.) Pacific Basin Capital Markets Research. Elsevier Science Publishers, 1990.
        

        
          	
            
              18. 
            
          
          	Lee, Y. S. and Tsai, T. R. “Development of the Financial System and Monetary Policies in Taiwan.” Paper presented at the Conference on the Economic Development Experiences of Taiwan and Its New Role in an Emerging Asia-Pacific Area, Taipei, CIER, 1988.
        

        
          	
            
              19. 
            
          
          	Marston, Richard C. “Exchange Rate Coordination.” In Martin Feldstein (ed.) International Economic Cooperation. Chicago: University of Chicago Press (1988): 79-136.
        

        
          	
            
              20. 
            
          
          	McKinnon, R. I. Money and Capital in Economic Development. Washington, D. C.: Brookings Institution, 1973.
        

        
          	
            
              21. 
            
          
          	McKinnon, R. I. “Macroeconomic Control in Liberalizing Socialist Economies: Asian and European Parallels.” Pacific Basin Working Paper Series, No. PB92-05. Center for Pacific Basin Monetary and Economic Studies, Economic Research Department, Federal Reserve Bank of San Francisco, 1992.
        

        
          	
            
              22. 
            
          
          	Mundaca, B. Gabriela “Intervention Decisions and Exchange Rate Volatility in A Target Zone.” Oslo, Norges Bank, Processed, 1990.
        

        
          	
            
              23. 
            
          
          	Park, Y. C. “Concepts and Issues.” In Patrick, Hugh T. and Y. C. Park, (eds.) The Financial Development of Japan, Korea and Taiwan: Growth, Depression and Liberalization, Chapter 1. New York: Oxford, 1994.
        

        
          	
            
              24. 
            
          
          	Shea, J. D. “Taiwan: Development and Structural Change of the Financial System.” In H. T. Patrick Y. C. Park (eds.) The Financial Development of Japan, Korea, and Taiwan: Growth, Depression, and Liberalization. New York: Oxford (1994): 222-87.
        

        
          	
            
              25. 
            
          
          	Shea, J. D. “Taiwan’s Response to the East Asian Financial Crisis.” VIP Speech at the closing ceremony of the Fourth International Conference on Contemporary Accounting, National Chengchi University, Taipei, July 1998.
        

        
          	
            
              26. 
            
          
          	Stiglitz, J. E., and Weiss, A. “Credit Rationing in Markets With Imperfect Information.” American Economic Review (June 1981): 393- 410.
        

        
          	
            
              27. 
            
          
          	Stiglitz, Joseph S. “The Role of the State in Financial Markets.” Chung-Hua Series of Lectures by Invited Eminent Economists No. 21, The Institute of Economics, Academia Sinica, Taiwan,1993.
        

        
          	
            
              28. 
            
          
          	White, L. J. “Financial Infrastructure and Policy Reform in Developing Asia.” In Zahid, Shahid N. (ed.) Financial Sector Development in Asia, Chapter 2. Hong Kong: Oxford, 1995.
        

        
          	
            
              29. 
            
          
          	Yang, Ya-Hwei “Taiwan: Development and Structural Change of the Banking System.” In H. T. Patrick and Y. C Park, (eds.) The Financial Development of Japan, Korea, and Taiwan. Oxford: Oxford University Press, (1994): 288-324.
        

        
          	
            
              30. 
            
          
          	Yang, Ya-Hwei. “Monetary Policy and Capital Flows in Taiwan during the 1980s and 1990s.” AT9 Meeting, Tokyo Study Club, Nomura Research Institute (January 1997): 30-1.
        

      

    

    

  OEBPS/images/big_11_4.jpg
SEOUL JOURNAL

OF ECONOMICS






OEBPS/images/_common/images/crossref.gif





