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Taiwan’s Economic Crisis and Adjustment during 1970s:
Institution Revolution, Trade Network and Industrial Development
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Abstract

This paper focuses on the exchange system, the establishment of monetary market, the large merchant policy, and
industry’s activities in Taiwan during 1970s. Through such discussions, not only can we address both microeconomic
and macroeconomic aspects within the economic system, but we can also comprehend the transition of the
government’s policy from focusing on microeconomy to macroeconomy.

The results of the study found that the government focused on increasing the production of various products
before 1970. In the 1970s, under the transformation of international economic system, it established the money market
and adjusted the exchange rate system from macroeconomic perspectives. Facing the severance of diplomatic relations
between Japan and Taiwan, the Taiwan government had further proposed the large merchant policy. Before the oil crisis,
some industries lacking awareness of economic cycles still adopted optimistic investments. These industries could only
rely on mergers to maintain operations during the oil crisis. Some of the enterprises under the Ten Major Construction
Projects also faced budgetary shortages for construction due to rising prices, and at last they had no choice but to only

rely on government capital injection to solve their difficulties.
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Keywords | macroeconomic policy, exchange rate system, money market, the large merchant policy,
Ten Major Construction Projects.
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