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hold saving and early exports. This was complemented by a relatively mild 
and relatively brief variant of an import-substituting industrialization 
phase, which obviated the frequently encountered creation of encrusted 
patterns of rigid prices, deficit finance, protection and inflation. 

As a priority, continued attention was paid to education, marked by 
flexibility in adjusting to changing economic needs,' moving from primary 
to vocational secondary, to technical junior colleges and, finally, to engi­
neering and science-oriented tertiary - this last buttressed by a policy of 
bringing back overseas Chinese with high-tech expertise who had migra­
ted to the USA. All this process was complemented by the creation of 
R&D institutes, science parks and other institutions whose incentives were 
geared towards making a contribution to the economy. The continuing 
necessary adjustments were facilitated by the existence of a relatively flexible 
labour market. Taken together, these features facilitated the implementation 
of a relatively decentralized rural industrialization strategy, which generated 
a workably competitive industrial sector that was less subject to the degree 
of industrial concentration and government directed credit syndrome of 
other Asian economies. Thanks to the substantial contribution of agri­
cultural savings and a rural-biased and labour-intensive industrialization 
effort, Taiwan required only modest recourse to foreign capital inflows, 
especially in terms of short-term portfolio capital, while mounting export 
surpluses facilitated the accumulation of substantial foreign exchange 
reserves. These reserves played a role of major importance in helping to 
ward off speculative attacks on the currency. Moreover, Taiwan generally 
showed greater flexibility towards prices, including the exchange rate 
regime, with gradual devaluations preceding the actual crisis by several 
years. 

Rapid, relatively steady growth in Taiwan over the past four decades was 
accompanied by the virtual elimination of poverty and, counter to the pre­
dictions of the Kuznets hypothesis, an improvement in the distribution of 
income, at least until recently. All this was accompanied by a substantial 
degree of economic democracy in the early years, and more recently by the 
steady evolution of political democracy. 

In sum, from any long-term or comparative perspective, one cannot but 
be impressed by the remarkably steady and, by any international standard, 
outstanding overall performance of the Taiwan economy. While no coun­
try's experience can ever be transferred or serve as a reliable guide to 
another, much can be learned from this experience over the past half 
century. No other developing country has grown as fast, achieved such 
success in eliminating poverty, and maintained such a favourable initial 
trend in the distribution of income. Taiwan's success in avoiding the worst 
effects of the East Asian financial crisis - and doing so in the absence of the 
need (or ability) to resort to IMF assistance - gives us confidence in its 
ability to be able to respond imaginatively to the inevitable shocks of the 
future. 
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