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ABSTRACT
Taiwan was the first developing country to adopt an export-oriented trade 
strategy after World War II. The factors usually associated with big shifts in 
policy—a macroeconomic crisis, a change in political power or institutions, 
lobbying by export interests, pressure from international financial institutions—
were not present; it was ideas that were key. In 1954, economist S. C. Tsiang 
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government blocked the entry of new firms and limited investment in sectors of 
the economy that were heavily dependent on imported intermediate goods. Such 
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others in government ridiculed. 34  Li succeeded in winning support for giving 
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about foreign exchange allocation (3). The complicated system had been “a 
heavy burden to both the control authorities and the public and constitute[d] 
a bottleneck in economic activities.” They also “give rise to certain serious 
problems, such as misallocation of foreign exchange, unfairness, corruption, and 
abuse of authority.” 
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loans, tax concessions for export production, rebates of taxes and import duties 
on raw materials imported for processing for export—also helped support the 
export expansion. 49 
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the problems of unemployment and foreign exchange shortages. . . . Indeed, the 
term externally oriented growth was coined by economists only after its epochal 
significance became apparent.
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7. CONCLUSION
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