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AN OUTLINE
OF AN ACCELERATED ECONQMIC DEVELOPMENT PROGRAM

A tes A

I. VWhy an accelerated economic development program for Taiwan?

The propesal for embarking upon an accelerated economic develop-
ment program for Talwan rests upea two basic assunplions:

1. It is necessary to speed up the cconomic expansion in order
to feed and provide jobs for a rapidly growing population and
to create in this part of the world a "show case® of the
achievements of & free society.

2. 'The prercquisites for rapid economic cxpansion — leadership,
skills, energy, and resources -~ already exist on Taiwan and can
be readily utilized.

II, Objectives of program.

The proposed development progrim is almed at meximizing sound
economic growth for the next four or five years, thereby attaining a
condition where the needed fubure growia will be self generated, and
thus eliminating the neea for foreign aid cxcept for heavy items of
military equipment and some surplus agricultural commodities, It is
expected thal in this process Talwan will prove to be increasingly
attractive to foreign investors and will also be able to establish an
enviable international eredit rating.

III, Purpose and method of operalion.
1., Conceptually, aid under this new arrangement is intended to:

a, LIncourage the Government of China to take positive
action in the fields of cconomic, fiscal, and commercial
policy in an effort to maximize ibs own contribution and
to reward the Government for taking such action; and

b, Provide the foreign exchange neccssary to support
maxinum sound economic growih to the extent that any
shortage of needed foroign exchange is not the result
of internal economic, fiscal, and cownercial policy.

2. It is anticipated that the aid available to China cach ‘year
might well be divi@ed ;nto_tnreo separave partg or categories:

a. Minimum,éhsontﬂﬂl Defense Bunport
Witxln the llmmtatlon imposcd by Congressional action,

the United ubdpb‘ would attempt to provide that amount

of ald each ycar necessary to ¢upnort any agreed

military force goals *nis would be aimed at prQVri'”

a deterioration iu the und¢ra oi l;v;n" glvcn :
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Lo promobe economlc expunslon or development.
b, oSupplemental Defense Supporl, or Special Assistance.

i o Depending upon the actlons of the GAC to make the
adninistrative and legislalive changes nceessery for more
abtractive business, thus maximizing its own efforts,
additional ennual grants would be made available. The
rationale for this aid would be (1) to reward the Government
Lor taking such actions, and (2) to provide the foreign
exchange necessary to meet the needs of the more vigorous
cand expansive industries that result [rowm such actions,
This aid would perhaps be largely confined to the non-
project sector -= machinery, spare parits, equipment, an
» raw materials -- althowsh esseatial projects that cannot
qualily under Paragraph ¢, below, could also be covered,

¢s wpecific funds for specilic projects for moderniza-
tion, expansion, or building of new plants. If the other
| parts of the program can be satisfacborily developed, it
’ is expected that arrangements can be made lor specizl
~ priority financing under DLF or DS to meet any and all
sound business expansion in such [lclds as power, transpor=
tation, or comuunicabtions. - The anount of aid in this
category will, by ils nature, be laypely dependent upon -
the appetite of the private sector for expansion and
development. The more sound applications for loans that
are fortheoming, the more ald. This, in turn, will depend
upon the success of the GRC In its clfforts to muke business
more attractive. Iunds of this nalwre will be channelled
through CUG, the SIL, or handled dirsctly by the DLF,
A1l private projects will naturally have to meet criteria
of economic soundness. All public projects.will have
te meet such specific requirenenis as might arise from
! time to time (e.g., adequate power rates) and will be
considercd within the context of the overall efforts of
. the GRC to maximize its contribution,

IV. Action by the Government of China.

The basic purpose of this new method of handling eid is to make
readily available to the private sector any and all reasonable financ-
ing necessary to promote maximun sound econcude growth, To accompiish
this, it is ecsential that everything possible be done to make business
profiteble and aviractive, therevy developing optimistic business

anticipation, willingness to risk and invest, and a desire to modernize

and expand =-= in a word, to develop a favorable, promising business
climate.
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In order to do this, the GIC should adept and vigorously pursue
policics intended to stebilize the cconomy and encourage savings and
investment. It should also liberalize business controls to the maximun
extent possible. ©pecific actions in this regard should include, but
not be confined to, the following:
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l. A firm decision concerning the purt of the total availabls
resources tnat annually go to support the military effort.

Obviously, no real progress can be made if any large part of .
future increases in production are to go for military purposes.

2. Non=inflationary fiscal and credif poliey,

Tae inflation and the fear of inflation tend to divert resources
into uneconcmic channels. Tne inflationary pressure of the last
several years has been a major deterrent to more rapid economic
growthe Unless price stabilization can be achieved, it is fruitless
to talk about, let alone plam for, rapid economic expansion,

3a Tax reform.

Business musl be made profitable if it is to be vigorous and
expansive. Profitable business provides jobs and wages and an ever-
increasing tax base. All possible existing tax deterrents to
business should be abolished.

L, Uniform and realistic exchiange rate.

The Covernment should adopl, as soon as possible, and continue
to maintain, a wilform and realistlc exchange rate, Anything short
of this leads to uneconomic use of resources end usually encourages
consumption, discourages cxports, and discriminates against certain
types of business.

5. Liberalized exchange conirols.

Imports and exports dictated by market considerations rather than
by Government direction insure the most effective use of the nationts
resources,

6, Tstablishment of & utilities commission,

This is an essentlal sicp in ordoer o give public utility managcment
the freedom necessary to operate elliciently its enterprises. Tals pro=-
cedure will also provide the public with adeguate protection against
monopoly practices.

7« Securities registration and marketing.

Institutional and legal arrangements nust be made that will simplify
investing and render il more atiractive to the general public,
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8, Sale of Government enterprises to private owners.

The Government is presently engaged in a wide range of industrial
and commercial activitles that could be perfomed better and more
efficlently by privete fimms. Furbhermore, the climste for private
investment, domestic as well as forcizn, would be improved if the

. Government were to get out of, and stay out of, many of its prosent
business activities,

20 December 1959 Wesley C. Haraldson
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