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The situation is potentially dangerous. Dissatisfaction with
the existing state of affairs is increasing in Asian countries, Ironically
the evil consequences of controls are too often interpreted as a sign
of the failure of democracy and the free economic system. The remedy tto
often advocated is greater, not less, government interference with the
economy. ‘This sould have surprisingly unpleasant consequences in the
long run if not checked at an early date.
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Addendum to Planning and Protectionism in Asia by Reed Je Irvine

Since this paper was written evidence has come to hand that official

cognizance is being taken of the errors in investment that have been induced

by government action in Taiwan., Mre Ke T. Liy, a member of the Industrial

Development Commission of Taiwan, writing in the March-April 1958 issue of

the Bank of China's Bi-Monthly Economic Review has this to say,

The development of certain industries has been specially encouraged
by the Government, e.g., by making available raw materials and the
necessary foreign exchange required for the procurement of machinery
and by restricting imports of like products of foreign origin,
Textile, flour, edible o0il and soap, for instance, are among the
industries that have received such special Govermment assistance
and consequently have attracted considerable private investment
capital, Unfortunately, the domestic market is too small for them
and the manufacturers who have been accustomed to Governmerh
protection and are unable to meet competition in the world market
are finding themselves in an increasingly difficult situation,

New industries would have to be developed and established, or
existing industries completely modernized so as to be in a position
to engage in exporte p. 3

A new direction in our industrial effort has become necessary if we
are to achieve a sustained, healthy economy. That direction is
toward the creation of large scale industries whose product is fully
capable of meeting competition from foreign manufacturers and can be
exported to the world markete p. L

Of the many difficulties contributing to the failure of opening up

an export market, there are two that are perhaps the most obviouss
First, the greatest majority of our factories are not of op timm

size and, therefore, do not lend themselves to efficient and economic
operation. Second, their operations are not sufficientiy integrated,
so as to permit reduction of manufacturing costs, ppe 21 {my under-
lining)

It is unfortunate that these facts were not recognized before millions

of dollars were invested in uneconomic plants. There is still no indication

that the Nationalist Govermment will have the inclination or ability to rectify

this situation by actually exposing the inefficient hot-house industry that

has been developed to the cold winds of free competition, but perhaps it is

not too late for others to profit from Taiwan's experience,





