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I n  t h e  f i v e  y e a r s  s i n c e  t h e  C h i n e s e  N a t i o n a l i s t  Govern-  
ment m i g r a t e d  t o  Formosa,  t h e  economy o f  t h a t  small s u b - t r o p i c a l  
i s l a n d  o f f  t h e  China  c o a s t  h a s  made r e m a r k a b l e  p r o g r e s s ,  A v i s i -  
t o r  i s  s t r u c k  by t h e  marked improvement  i n  economic s t a b i l i t y ,  
t h e  c o n e t r u c t i v e  a c t i v i t y  which i s  v i s i b l e  a l m o s t  eve rywhere ,  and  
t h e  many economic p r o j e c t s  b e i n g  u n d e r t a k e n  b y  t h e  N a t i o n a l i s t s  
w i t h  U.S. a s s i s t a n c e ,  The p o p u l a t i o n  on Formosa e n j o y s  one  of 
t h e  h i g h e s t  s t a n d a r d s  of  l i v i n g  i n  Asia, and  t h e  economy o f  t h e  
i s l a n d  i s  p r o d u c t i v e ,  a l i v e ,  and  d e v e l o p i n g .  But  i f  one a n a l y z e s  
t h e  b a s i c  p r o b l e m s  which  f a c e  t h e  N a t i o n a l i s t s ,  t h e  p i c t u r e  i s  
d i f f e r e n t .  D e s p i t e  t h e  p r o g r e s s  made and p l a n s  f o r  f u t u r e  d e v e l o p-  
ment,  some of  Fo rmosa ' s  economic p r o b l e m s  a p p e a r  t o  be  a l m o s t  i n -  
s o l u b l e ,  The i s l a n d  i s  now a n  economic dependency  of  t h e  U.S, a n d  
i s  l i k e l y  t o  remain  s o  f o r  t h e  i n d e f i n i t e  f u t u r e ,  even  t hough  t h e  
d e s i r e  t o  a c h i e v e  a  s e l f - s u p p o r t i n g  s t a t u s  i s  t h e  b a s i s  o f  p r e s e n t  
economic p l a n n i n g ,  A l though  p r o d u c t i o n  has  s t e a d i l y  r i s e n  and  may 
c o n t i n u e  t o  i n c r e a s e ,  t h e  b u r d e n  of  a  l a r g e  m i l i t a r y  e s t a b l i s h m e n t  
and  an  i n c r e a s i n g  p o p u l a t i o n  c r e a t e s  an  economic t r e a d m i l l ,  The 
N a t i o n a l i s t s  mus t  make c o n s i d e r a b l e  p r o g r e s s  even  t o  m a i n t a i n  t h e i r  
p r e s e n t  p o s i t i o n ,  and i t  i s  p o s s i b l e  t h a t  t h e y  w i l l  a c c o m p l i s h  a 
g r e a t  d e a l  a n d  s t i l l  go backwards .  

Whi l e  on Formosa,  I made a  t r i p  f rom one end  o f  t h e  
i s l a n d  t o  t h e  o t h e r  i n  t h e  company o f  two l e a d i n g  American eco-  
nomic e x p e r t s  ( a n  i n d u s t r i a l  e n g i n e e r  and  a n  a g r i c u l t u r a l  s p e c i a l -  
i s t )  who were  s t a t i o n e d  t h e r e .  We s t o p p e d  i n  towns,  v i l l a g e s ,  and  
r u r a l  a r e a s ;  we v i s i t e d  power s t a t i o n s ,  f a c t o r i e s ,  and  f a r m  i n -  
s t a l l a t i o n s ,  and  we t a l k e d  w i t h  government  economic a d r n i n i s t r a t o r a ,  
bus ine s smen ,  and  f a r m e r s ,  THere were  s i g n s  o f  r e l a t i v e  p r o s p e r i t y  
and economic change  a l l  a l o n g  o u r  r o u t e .  The i s l a n d ' s  i n d u s t r i a l  
p l a n t  i s  b e i n g  r e s t o r e d  and expanded ,  and some new i n d u s t r i e s  a r e  
b e i n g  i n t r o d u c e d .  The f a r m e r s  a r e  i n c r e a s i n g  t h e i r  o u t p u t ,  and  
t h e i r  incomes ,  I n  a l m o s t  e v e r y  town and  v i l l a g e  t h e r e  i s  com- 
m e r c i a l  o r  r e s i d e n t i a l  b u i l d i n g  underway, T r a n s p o r t  h a s  i n c r e a s e d ,  
w i t h  improved  r o a d s  a n d  new t r u c k s  and b u s e s .  L o c a l l y- a a d e  b i -  
c y c l e s ,  f a r m  g i r l s '  l i p s t i c k  and pe rmanen t  waves ,  s m a l l  hand o r  
power  machines  i n  s h o p s ,  e l e c t r i c  w a t e r  pumps i n  t h e  r i c e  f i e l d s ,  
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r u r a l  c a r t s  w i t h  r u b b e r  t i r e s ,  and p o o l h a l l s  i n  a l m o s t  e v e r y  
v i l l a g e  a r e  v i s i b l e  s i g n s  of a  s t a n d a r d  of l i v i n g  c o n s i d e r a b l y  
above  t h a t  p r e v a i l i n g  on t h e  m a i n l a n d  o f  China .  A f t e r  a  s e r i o u s  
s1,ump d u r i n g  t h e  immed ia t e  p o s t w a r  y e a r s  a n d  i n  t h e  p e r i o d  when 
N a t i o n a l i s t  r e f u g e e s  f i r s t  f l o o d e d  t h e  i s l a n d ,  t h e  economy o f  
Formosa h a s  r e v i v e d  ( w i t h  l a r q e  i n j e c t i o n s  o f  U.S. a i d ) .  The 

s t a n d a r d  o f  l i v i n g  h a s  r i s e n  t oward  
p a s t  l e v e l s  a t t a i n e d  u n d e r  J a p a n e s e  
r u l e  a n d  r e l a t i v e  economic  s t a b i l i t y  
h a s  been  r e s t o r e d .  But d e s p i t e  t h e s e  
f a c t s  t h e  f u C u r e  of t h e  i s l a n d  i s  un- 
c e r t a i n .  

A g r i c u l t u r e  i s  t h e  found-  
a t i o n  of  t h e  Formosan economy and  a t  
p r e s e n t  p r o v i d e s  o v e r  t w o- t h i r d s  o f  
t h e  i s l a n d ' s  n a t i o n a l  income, e v e n  
t hough  t h e  i m p o r t a n c e  o f  i n d u s t r y  i s  
r i s i n g .  Roughly  one- ha l f  of  t h e  popu- 
l a t i o n  i s  engaged  i n  a g r i c u l t u r e ,  
o v e r  90  p e r  c e n t  of  t h e  i s l a n d ' s  ex-  

CAPITAL C I T Y  OF TAIPEH p o r t s  a r e  made . up  o f  a g r i c u l t u r a l  pro-  
d u c t s ,  and  o v e r  4~ p e r  c e n t  of  i t s  i m p o r t s  a r e  composed o f  a g r i -  
c u l t u r a l  commodi t i e s  and i n d u s t r i a l  p r o d u c t s ,  s u c h  as f e r t i l i a e r s ,  
which  a r c  r e q u i r e d  t o  m a i n t a i n  a g r i c u l t u r a l  o u t p u t .  

Dur ing  t h e  p a s t  few y e a r s ,  a g r i c u l t u r a l  p r o d u c t i o n  h a s  
been  r a i s e d  f r o m  p o s t w a r  l o w s  t o  p e a k s  which i n  some k e y  i t e m s  
have  f a r  s u r p a s s e d  p r e w a r  r e c o r d s .  R i c e  i s  an o u t s t a n d i n g  examp)le. 
The 1934-1938 a v e r a g e  a n n u a l  p r o d u c t i o n  of  r i c e  was 1 ,338 ,000  tons,  
and  p r o d u c t i o n  d u r i n g  t h e  p e a k  year--1938--was 1 ,402 ,000  t o n s .  In 
1945 ,  r i c e  o u t p u t  f e l l  t o  639,000 t o n s ,  b u t  s i n c e  t h e n  i t  h a s  
s t e a d i l y  r i s e n - - t o  1 ,215 ,000  t o n s  i n  1949 ,  1 ,642 ,000  t o n s  l a s t  year, 
and  a n  e s t i m a t e d  1 ,700 ,000  t o n s  t h i s  y e a r .  The number of  hogs  on 
t h e  i s l a n d  ( t h r e e  m i l l i o n )  i s  now o v e r  5 0  p e r  c e n t  h i g h e r  t h a n  t h e  
maximum p r e w a r  f i g u r e .  The a n n u a l  o u t p u t  of  f i s h e r i e s ,  e s t i m a t e d  
a t  145 ,000  t o n s  t h i s  y e a r ,  i s  c o n s i d e r a b l y  above  t h e  p a s t  peak  
l e v e l .  

The i n c r e a s e  i n  i n d u s t r i a l  
p r o d u c t i o n  on Formosa i s  a l s o  i m p r e s s -  
i v e .  Using 1 9 4 1  ( t h e  p e a k  y e a r  u n d e r  
J a p a n e s e  r u l e )  a s  a  b a s e  of  1 0 0 ,  o v e r -  
a l l  i n d u s t r i a l  p r o d u c t i o n  had  r i s e n  
by  l a s t  y e a r  t o  140, a n d  t h e  p r o -  
duc t i o n  i n d e x  f i g u r e  f  o r  many i m -  
p o r t a n t  i n d i v i d u a l  i n d u s t r i e s  was even 
h i g h e r  (power  151, t r a n s p o r t  193 ,  
c h e m i c a l s  208, f e r t i l i z e r s  581, e t c . ) .  

The g e n e r a l  r i s e  of p r o -  
d u c t i o n  l e v e l s - h a s  been t h e  r e s u l t  of 
a  s u c c e s s f u l  p rog ram of economic r e -  
h a b i l i t a t i o n  and deve lopment ,  c r e d i t  A VILLAGE f o r  which  must  go t o  b o t h  t h e  U.S. 



and  t h e  N a t i o n a l i s t  Government. The U.S. h a s  p o u r e d  a s i z a b l e  
amount o f  .economic a i d  i n t o  t h e  i s l a n d .  It h a s  a v e r a g e d  a b o u t  
US$100 m i l l i o n  a y e a r  ( n o t  i n c l u d i n g  d i r e c t  m i l i t a r y  a i d )  . The 
U.S. h a s  a l s o  c a r r i e d  o u t  a  s u c c e s s f u l  p rogram of  t e c h n i c a l  a s -  
s i s t a n c e  t h r o u g h  a  u n i q u e  S ino- Amer ican  o r g a n i z a t i o n  (The J o i n t  
Commission on R u r a l  R e c o n s t r u c t i o n )  i n  t h e  a g r i c u l t u r a l  f i e l d ,  and 
t h r o u g h  an o u t s t a n d i n g  p r i v a t e  American e n g i n e e r i n g  f i r m  ( t h e  
J . G .  Wh i t e  Company) i n  t h e  i n d u s t r i a l  f i e l d .  The N a t i o n a l i s t  
Government,  w i t h  a  l a r g e r  c o n c e n t r a t i o n  o f  c o m p e t e n t  t e c h n i c a l  
s k i l l s  i n  a s m a l l e r  t e r r i t o r y  t h a n  i t  h a s  e v e r  had  b e f o r e ,  h a s  
u s e d  American a i d  and  t e c h n i c a l  a s s i s t a n c e  w i t h  c o n s i d e r a b l e  e f -  
f e c  t i v e n e s s .  

U n f o r t u n a t e l y ,  however ,  t h e  p r o c e s s  of  economic r e -  
h a b i l i t a t i o n  and  t h e  r i s e  i n  p r o d u c t i o n  l e v e l s  have  been  accompa- 
n i e d  by  e x t r a o r d i n a r y  economic p r o b l e m s  and  b u r d e n s .  About Owo 
m i l l i o n  p e r s o n s ,  a l a r g e  p e r c e n t a g e  of  whom were  n o n p r o d u c t i v e  
s o l d i e r s  and b u r e a u c r a t s ,  came w i t h  t h e  N a t i o n a l i s t  Government 
f r o m  t h e  m a i n l a n d  t o  Formosa.  The i s l a n d ,  which h a s  a n  a r e a  of 
o n l y  13 .8  t h o u s a n d  s q u a r e  m i l e s  and a  p o p u l a t i o n  o f  a b o u t  1 0  m i l -  
l i o n ,  mus t  nou s u p p o r t  a m i l i t a r y  e s t a b l i s h m e n t  o f  r o u g h l y  600,000 
men. 

D u r i n g  t h e  f i r s t  y e a r s  a f t e r  t h e  N a t i o n a l i s t s '  a r r i v a l ,  
t h e  b a s i c  economic p r o b l e m  f a c i n g  t h e  r eg ime  was a s i m p l e  one:  
s u r v i v a l .  From 19b9  t o  1 9 5 1  t h e  w h o l e s a l e  p r i c e  i n d e x  r o s e  4.5 
t i m e s ,  and  t h e  t h r e a t  of  runaway i n f l a t i o n  was s e r i o u s .  I n  t h i s  
p e r i o d ,  American a i d  p r o v i d e d  m i l l i o n s  of  d o l l a r s  w o r t h  of  b a s i c  
commodi t i e s  s u c h  as raw c o t t o n ,  f e r t i l i z e r s ,  s o y a b e a n s ,  p e t r o l e u m ,  
g r a i n s  and o i l s ,  as w e l l  as needed  mach ine ry  and v e h i c l e s ,  and 
h e l p e d  t h e  N a t i o n a l i s t  Government t o  s o l v e  i m b a l a n c e s  i n  b o t h  i t s  
i n t e r n a t i o n a l  payments  and l o c a l  b u d g e t s .  

A s  a  r e s u l t ,  by 1952 ,  a l t h o u g h  t h e  t h r e a t  of  i n f l a t i o n  
was n o t  e n t i r e l y  e l i m i n a t e d ,  enough economic s t a b i l i t y  had  been  
a c h i e v e d  f o r  t h e  government  on Formosa t o  b e g i n  t h i n k i n g  of d e v e l o p  
ment r a t h e r  t h a n  mere s u r v i v a l .  I n  t h a t  y e a r  a  F o u r  Year  Economic 
P l a n  was drawn up w i t h  c l o s e  American c o o p e r a t i o n .  The P l a n  h a s  
s u b s e q u e n t l y  unde rgone  a g r e a t  d e a l  of  r e v i s i o n ,  b u t  i t  i s  s t i l l  
t h e  b a s i s  o f  government  p o l i c y .  

The main aim of t h e  F o u r  Year  P l a n  i s  t o  work t o w a r d  a n  
e c o n o m i c a l l y  s e l f  - s u s t a i n i n g  economy f o r  t h e  i s l a n d  b y  i n c r e a s i n g  
b o t h  a g r i c u l t u r a l  a n d  i n d u s t r i a l  p r o d u c t i o n .  "It i s  hoped,  s a y s  
t h e  i n t r o d u c t i o n  t o  t h e  l a t e s t  v e r s i o n  of  t h e  P l a n ,  n t h a t  a f t e r  t h e  
f u l l  i m p l e m e n t a t i o n  of t h e  F o u r  Year  P l a n ,  we s h a l l  b e  a b l e  t o  ap-  
p r o a c h  a s t a t e  of  s e l f - s u p p o r t  and r e d u c e  o u r  dependence  upon 
f o r e i g n  a id ."  

T h i s  t a s k  i s  s u c h  a  f o r m i d a b l e  . one ,  however,  t h a t  t h e r e  
i s  l i t t l e  p r o s p e c t  of  t h e  b a s i c  a im b e i n g  f u l l y  a c h i e v e d  i n  t h e  
f o r e s e e a b l e  f u t u r e ,  even  t hough  t h e  P l a n  i s  u n i q u e  i n  t h a t  i t  h a s  
no f i n a l  t e r d n a l  d a t e  a n d  i s  r e v i s e d  a n n u a l l y  s o  t h a t  e v e r y  y e a r  
t h e r e  a r e  f o u r- y e a r  p r o j e c t i o n s  of  p r o d u c t i o n  p l a n s  and g o a l s .  



I n  t h e  f i e l d  of a g r i c u l t u r e ,  t h e  i n t e n t  of  t h e  P l a n  i s  
t o  r a i s e  p r o d u c t i o n  of a g r i c l ~ l t u r a l  commodi t i e s  s u f f i c i e n t l y  t o  
k e e p  up w i t h  t h e  e v e r - i n c r e a s i n g  p o p u l a t i o n ;  t o  s t a b i l i z e  p r i c e s  
of  a g r i c u l t u r a l  goods;  t o  i n c r e a s e  e x p o r t s  and r e d u c e  i m p o r t s  o f  
a g r i c u l t u r a l  p r o d u c t s ;  and t o  improve  t h e  l i v e l i h o o d  of t h e  
f a r m e r s .  ( A  s u c c e s s f u l  l a n d  r e d i s t r i b u t i o n  program h a s  a l r e a d y  
h e l 3 e d  t h e  f a r m i n g  p o p u l a t i o n  a  g r e a t  d e a l .  The compu l so ry  s a l e  
of a l m o s t  150 ,000  h e c t a r e s  of  l and lo rd- owned  f i e l d s  t o  t e n a n t s  h a s  
r e d u c e d  t e n a n c y  f rom 39 p e r  c e n t  t o  1 5  p e r  c e n t  of  a l l  a r a b l e  land.) 

RICE LAND IRRIGATION 

The p o s s i b i l i t i e s  o f  i n c r e a s i n g  a g r i c u l t u r a l  o u t p u t  a r e  
d e f i n i t e l y  l i m i t e d ,  however.  A l r e a d y  t h e r e  a r e  872,738 h e c t a r e s  
( a  h e c t a r e  i s  2.47 a c r e s )  of  l a n d  i n  c u l t i v a t i o n  on Formosa,  as 
compared w i t h  a  p r e w a r  maximum o f  860,000,  and  t h e r e  i s  v e r y  lit- 
unused  a r a b l e  t e r r i t o r y .  P e r h a p s  120,000 h e c t a r e s  o f  l a n d  now 
u n d e r  d r y  c u l t i v a t i o n  c a n  be i r r i g a t e d  a n d  made more p r o d u c t i v e ,  
and  a  f e w  t h o u s a n d  h e c t a r e s  c a n  b e  r e c l a i m e d ,  b u t  t h e  u t i l i z a t i o n  
of l a n d  i s  a l r e a d y  a p p r o a c h i n g  i t s  optimum p o i n t .  Any s u b s t a n t i a l  
i n c r e a s e  i n  p r o d u c t i o n  now must  b e  a c c o m p l i s h e d  by  i m p r o v i n g  t h e  
p e r - h e c t a r e  y i e l d .  T h i s  c a n  be  done by i n c r e a s i n g  t h e  u s e  o f  
f e r t i l i z e r s  and p e s t i c i d e s ,  by i m p r o v i n g  t h e  i r r i g a t i o n  and  d r a i n -  
a g e  of l a n d s ,  and b y  improv ing  t h e  methods  of d r y i n g  and  s t o r i n g  
c r o p s .  Development  of t e c h n i c a l  a d v i s o r y  s e r v i c e s ,  c r e d i t  f a c i l i -  
t i e s ,  and  t h e  m a r k e t i n g  s y s t e m  c a n  a l s o  h e l p  t o  i n c r e a s e  t h e  t o t a l  
p r o d u c t i o n .  Y i e l d s  p e r  h e c t a r e  a r e  s t i l l  somewhat below p r e w a r  
p e a k s  ( r i c e ,  f o r  example  i s  94 p e r  c e n t  o f  t h e  r e c o r d  a v e r a g e  y ie ld ,  
w h i l e  s u g a r  i s  88 p e r  c e n t ) ,  and a g r i c u l t u r a l  e x p e r t s  on t h e  i s l a n d  
e s t i m a t e  t h a t  i t  may be p o s s i b l e  to.  i n c r e a s e  p e r  h e c t a r e  y i e l d s  
by  1 0  t o  50 p e r  c e n t ,  d e p e n d i n g  on t h e  c r o p  ( 1 9  p e r  c e n t  f o r  r i c e ) ,  
The F o u r  Year  P l a n  c a l l s  f o r  an i n c r e a s e  of  r i c e  o u t p u t  f r o m  
1 ,654 ,000  t o n s . i n  1 9 5 3  t o  1 ,850 ,000  t o n s  i n  1 9 5 6  and a r i s e  o f  
s w e e t  p o t a t o  p r o d u c t i o n  f rom 2,064,000 t o n s  i n  1 9 5 3  t o  2,580,000 
t o n s  i n  1956 ,  b u t  d u r i n g  t h e  same p e r i o d  s u g a r  c a n e  o u t p u t  i s  
s c h e d u l e d  t o  d r o p  f r o m  882,000 t o n s  t o  714,609 t o n s .  ( S u g a r  a c r e -  
a g e  h a s  been  r e d u c e d  i n  r e c e n t  y e a r s . )  

The i n e s c a p a b l e  f a c t ,  however ,  i s  t h a t  a l t h o u g h  t h e r e  
i s  a  l i m i t  t o  t h s  amount which t h e  l a n d  c a n  p r o d u c e ,  t h e r e  i s  no 
comparab l e  l i m i t  t o  t h e  number of  new b a b i e s  wh ich  c a n  be  p r o -  
duced  by  t h e  p e r s o n s  i n h a b i t i n g  t h e  l a n d .  A g r i c u l t u r a l  p r o d u c t i o n  



on Formosa i s  s t e a d i l y  r i s i n g  t o w a r d  a  c e i l i n g ,  b u t  t h e  p o p u l a t i o n  
i s  e x p a n d i n g  w i t h  no c h e c k s  y e t  i n  s i g h t ,  

The r o l e  of  a g r f c u l t u r e  i n  t h e  Formosan economy, f u r t h e r  
more, i s  n o t  o n l y  t o  f e e d  t h e  i n h a b i t a n t s  o f  t h e  i s l a n d  b u t  a l s o  
t o  p a y  f o r  e s s e n t i a l  i m p o r t s ,  It  i s  becoming i n c r e a s i n g l y  d i f f i -  
c u l t  t o  F o r m o s a ' s  f a r m e r s  t o  f u l f i l l  t h i s  r o l e .  Even t hough  t h e  
i s l a n d  s t i l l  h a s  an a g r i c u l t u r a l  s u r p l u s ,  which  p r o v i d e s  o v e r  90  
p e r  c e n t  o f  i t s  e x p o r t s ,  t h e  e x p o r t  s u r p l u s  h a s  s t e a d i l y  d e c l i n e d  
as t h e  p o p u l a t i o n  h a s  i n c r e a s e d .  Under J a p a n e s e  r u l e ,  f o r  ex-  
ample,  Formosa p r o d u c e d  a b o u t  1.4 m i l l i o n  t o n s  o f  r i c e  and was 
a b l e  t o  e x p o r t  r o u g h l y  600  t h o u s a n d  t o n s ;  now t h e  i s l a n d ' s  o u t p u t  
i s  1 .7  m i l l i o n  t o n s ,  b u t  i t  c a n  o n l y  e x p o r t  a b o u t  1 0 0  t h o u s a n d  
t o n s ,  S u g a r  e x p o r t s  a l s o  have  d e c l i n e d ,  p a r t l y  a s  a  r e s u l t  of  t h e  
v a g a r i e s  of  t h e  i n t e r n a t i o n a l  marke t .  The ba l ance- of- paymen t s  
p r o b l e m  i s  o n e  which  now c o n s t a n t l y  p l a g u e s  t h e  economic  p l a n n e r s  
on Formosa.  Whereas  b e f o r e  t h e  war t h e  i s l a n d  had an  a v e r a g e  ex-  
p o r t  s u r p l u s  o f  p e r h a p s  US#.70 m i l l i o n  a n n u a l l y ,  l a s t  y e a r  i t  had  
a d e f i c i t  o f  a b o u t  US860 m i l l i o n  ( n o t  c o u n t i n g  s t r i c t l y  m i l i t a r y  
i m p o r t s  p a i d  f o r  b y  t h e  U.S.), and t h e  gap  was f i l l e a  b y  U.S. a i d .  
One r e a s o n  f o r  t h i s  r a d i c a l  change  i n  t h e  i s l a n d ' s  i n t e r n a t i o n a l  
b a l a n c e  of paymen t s- - in  a d d i t i o n  t o  t h e  p o p u l a t i o n  i n c r e a s e ,  wh ich  
i s  t h e  mos t  i m p o r t a n t  c a u s e  f o r  t h e  c h a n g e- - i s  t h e  a l t e r a t i o n  o f  
~ o r m o s a t  s t r a d e  p o s i t i o n ,  U n t i l  19&5, t h e  i s l a n d  was i n t e g r a t e d  
i n t o  t h e  J a p a n e s e  Empire ,  and  a b o u t  98 p e r  c e n t  o f  i t s  t r a d e  was 
w i t h  J apan .  Now, a l t h o u g h  a b o u t  45 p e r  c e n t  of  F o r m o s a l s  t r a d e  i s  
s t i l l  w i t h  J a p a n ,  t h e  i s l a n d  f a c e s  a new p r o b l e m  of  compe t ing  on 
t h e  i n t e r n a t i o n a l  m a r k e t  t o  f i n d  o u t l e t s  f o r  a  l a r g e  p r o p o r t i o n  of  
i t s  e x p o r t s .  

The c u r r e n t  p rogram o f  i n d u s t r i a l i z a t i o n  u n d e r  t h e  
N a t i o n a l i s t s '  F o u r  Year  P l a n  i s  d i r e c t e d  p r i m a r i l y  t o w a r d  t h e  
p rob l em of c l o s i n g  t h e  gap  i n  t h e  i s l a n d t s  i n t e r n a t i o n a l  b a l a n c e  
of  payments .  The' P l a n  c a l l s  f o r  i n v e s t m e n t  by  1 9 5 6  o f  r o u g h l y  
US$155 m i l l i o n  and ~ ~ $ 2 . 5  b i l l i o n  ( l o c a l  c u r r e n c y ,  t h e  o f f i c i a l  
exchange  r a t e  f o r  which i s  US$1,00 t o  NT$15,55) t o  expand  i n -  
d u s t r i a l  p r o d u c t i o n ,  p a r t i c u l a r l y  i n  t h o s e  f i e l d s  which  c a n  i n -  
c r e a s e  e x p o r t s  and d e c r e a s e  i m p o r t s .  The v a l u e  o f  o v e r - a l l  i n -  
d u s t r i a l  p r o d u c t i o n  i s  s c h e d u l e d  t o  r i s e  b y  c l o s e  t o  5 0  p e r  c e n t  
f r o m  1 9 5 3  t o  1956 ,  .and by 1 9 5 6  i t  i s  hoped t h a t  t h e  v a l u e  o f  i n -  
d u s t r i a l  p r o d u c t i o n  w i l l  be  c l o s e r  t o  p a r  w i t h  t h e  v a l u e  o f  a g r i -  
c u l t u r a l  p r o d u c t i o n  i n  t h e  i s l a n d ' s  economy. The e l e c t r i c  power  
i n d u s t r y  i s  r e c e i v i n g  t o p  p r i o r i t y ,  A t  p r e s e n t  t h e r e  a r e  33. 
power s t a t i o n s  pn Formosa w i t h  a  combined c a p a c i t y  o f  330,000 kw; 
i t  i s  p l a n n e d  t o  a l m o s t  d o u b l e  t h e  c a p a c i t y  b e f o r e  t h e  end  of 1 9 5 6  
by a d d i n g  300,000 kw, Development  of c h e m i c a l  f e r t i l i z e r s ,  which  
a r e  v i t a l  t o  a g r i c u l t u r e  on Formosa and  a t  p r e s e n t  c o m p r i s e  t h e  
t h i r d  l a r g e s t  i t e m  o f  i m p o r t s  i n t o  t h e  i s l a n d ,  comes n e x t .  It  i s  
p l a n n e d  t h a t  b y  1 9 5 6  Formosa w i l l  a p p r o a c h  s e l f  - s u f f i c i e n c y  i n  
t h i s  i m p o r t a n t  f i e l d .  The F o u r  Year  P l a n  a l s o  c a l l s  f o r  e x p a n d i n g  
t h e  p r o d u c t i o n  o f  numerous o t h e r  i n d u s t r i e s ,  i n c l u d i n g  whea t  f l o u r ,  
s o d a  a s h ,  r e f i n e d  o i l ,  p u l p  and p a p e r ,  plywood, aluminum, and s o  on. 

But i n  t h e  b e s t  of c i r c u m s t a n c e s  i t  i s  n o t  e a s y  f o r  a 
s m a l l  i s l a n d  w i t h  a  l a r g e  p o p u l a t i o n  t o  a t t e m p t  t o  a c h i e v e  a  s e l f -  



s u p p o r t i n g  s t a t u s ,  Many key  raw m a t e r i a l s  and  commodi t i e s  mus t  
b e  i m p o r t e d ,  even  t o  s u p p l y  d e v e l o p i n g  i n d u s t r i e s .  From 1 9 4 9  t o  
1 9 5 3  Formosa i n c r e a s e d  i t s  c o t t o n  s p i n d l e s  f r o m  a  f ew  t h o u s a n d  t o  
a b o u t  175 ,000  (mos t  of  which a r e  p r i v a t e l y  owned),  and  i t  i s  now 
s e l f - s u f f i c i e n t  i n  y a r n  o u t p u t ;  b u t  i t  mus t  s t i l l  i m p o r t  a l l  o f  
i t s  raw c o t t o n ,  and  l a s t  y e a r  c o t t o n  was t h e  l a r g e s t  s i n g l e  i t e m  
on t h e  i m p o r t  l i s t ,  c o m p r i s i n g  a b o u t  t e n  p e r  c e n t  of t o t a l  i m p o r t s .  
The number o f  hogs--which p r o v i d e  p o r k ,  t h e  p r i n c i p a l  mea t  consumed 
on Formosa- -has i n c r e a s e d  g r e a t l y ;  b u t  s o y a b e a n s  t o  f e e d  them s t i l l  
make up c l o s e  t o  t e n  p e r  c e n t  of  t o t a l  i m p o r t s  and a r e  t h e  s e c o n d  
l a r g e s t  i m p o r t  i t e m .  Ou tpu t  of  aluminum and  g a s o l i n e  h a s  been  
r a i s e d  t o  a  p o i n t  where  t h e  i s l a n d  p r o d u c e s  an e x p o r t  s u r p l u s ,  
b u t  b a u x i t e  mus t  be  i m p o r t e d  f r o m  Malaya and  c r u d e  o i l  f r o m  t h e  
Midd le  E a s t .  

If Formosa we re  n o t  a r e f u g e  f o r  t h e  N a t i o n a l ' i s t  Govern-  
ment  and two m i l l i o n  of  i t s  c i v i l i a n  and m i l i t a r y  s u p p o r t e r s ,  t h e  
i s l a h d  migh t  be a b l e  t o  s o l v e  i t s  own economic p r o b l e m s ,  b u t  i t  i s  
d i f f i c u l t  t o  s e e  how i t  can  s o l v e  them a t  p r e s e n t .  

I n  1 9 3 8  Fo rmosa ' s  popu-  
l a t i o n  was a b o u t  5.8 m i l l i o n .  Now, 
i n c l u d i n g  t h e  two m i l l i o n  r e f u g e e s  
f rom t h e  m a i n l a n d ,  t h e  p e o p l e  i t  
mus t  s u p p o r t  t o t a l  r o u g h l y  t e n  m i l -  
l i o n .  I n  a b o u t  t e n  y e a r s  t h e  popu-  
l a t i o n  o f  t h e  i s l a n d  h a s  a l m o s t  
doub led .  F u r t h e r m o r e ,  t h e  n e t  i n -  
c r e a s e  i n  p o p u l a t i o n  amounts  t o  
t h r e e  p e r  c e n t  o r  more a  y e a r ,  as a  
r e s u l t  of improved  m e d i c a l  f a c i l i -  
t i e s  and t h e  a b s e n c e  of  b i r t h  con-  
t r o l .  W i t h i n  a g e n e r a t i o n- - 2 0  t o  2 5  

CHEMICAL PLANT y e a r s- - t h e  p r e s e n t  p o p u l a t i o n  of 
Formosa w i l l  d o u b l e .  Ye t  t o  d a t e  no  

e f f e c t i v e  p o l i c y  of  p o p u l a t i o n  c o n t r o l  h a s  been  e v o l v e d  on t h e  
i s l a n d ,  and t h e  m i l i t a r y  a u t h o r i t i e s ,  who a r e  c o n c e r n e d  a b o u t  
f u t u r e  r e c r u i t s  f o r  t h e  army, oppose  s e r i o u s  c o n s i d e r a t i o n  of  
b i r t h  c o n t r o l .  (Only  a  s m a l l  m i n o r i t y  of  N a t i o n a l i s t  l e a d e r s ,  i n  
f a c t ,  r e c o g n i z e  t h a t  t h e y  f a c e  a  f r i g h t e n ' i n g  p o p u l a t i d n  t r e n d .  ) 

I n  a d d i t i o n  t o  t h i s  b a s i c  
p o p u l a t i o n  p rob l em,  Formosa now mus t  
b e a r  a  t r emendous  m i l i t a r y  bu rden .  
On a n  i s l a n d  w i t h  a  p o p u l a t i o n  of 
t e n  m i l l i o n ,  t h e r e  a r e  600,000 men 
i n  u n i f o r m  who mus t  be  f e d ,  housed ,  
and  s u p p l i e d .  I t  i s  e s t i m a t e d  t h a t  
government  o r g a n s  of  a l l  l e v e l s  on 
Formosa t a k e  i n  r o u g h l y  o n e - f i f t h  of 
t h e  n a t i o n a l  income of t h e  i s l a n d ,  
and  t h a t  t h r e e - q u a r t e r s  of t h i s  goes  
t o  t h e  m i l i t a r y .  ( E i g h t y - t h r e e  p e r  - - 
c e n t  of t h e  c e n t r a l  Government ' s -  
b u d g e t  i s  d e v o t e d  t o  m i l i t a r y  p u r -  
p o s e s . )  

F E R T I L I Z E R  PLANT 



FORMOSA--SELECTED E C O N O M I C  STATISTICS 

J. Trends i n  P r o d u c t i o n  of Rice  and Sugar  (1n thousands  o f  Met r i c  
Tons 1 

1934-38 ( a v e r a g e )  
1 9 3 6  
1938 
1939 
1945 
1949 
1952 
1953  
1954 ( g o a l )  

Rice  Sugar  

1 ,338  - 
1,345 7,914 
1,402 (prewar  Peak)  - 
- (Prewar peak)  12,822 

639 4,159 
1,215 6,194 
19.570 4, 801 
1,642 8,394 
1,760 6,521 

11. Major A g r i c u l t u r a l  Crops (1952)  

Acreage Y i e l d s  P roduc t ion  
( h e c t a r e s )  (Kg P e r  h a )  ( t o n s )  

Rice  
Sweet P o t a t o e s  
Wheat 
Peanu t s  
Soyabeans 
Sugar  Cane 
Bananas 
Tea 
P i n e a p p l e s  
C i t r u s  
C i t r o n e l l a  
J u t e  
Tobacco 

111. S e l e c t e d  Examples of Comparative A g r i c u l t u r a l  Y i e l d s  ( ~ g  perha) 

( 1 )  (2  
H i g h e s t  

( 3 )  
H i g h e s t  

(4) 
1934-38 (3) a s  P r e s e n t  
Average Prewar Pos twar  % d ( 2 )  Goals  

Brown Rice  2,024 2,242 2,109 94% 2,500 
Sweet P o t a t o e s  12,049 12,828 9 698 7 6% 13,000 
Peanu t s  956 1,008 741  74% 1,000 
Sugar  9,111 101 239 9,009 88% ~ O , O O O  
Tea (crude) 278 487  305 63% 500 
Bananas 9,761 11,617 8,052 69% 12,000 
P i n e a p p l e s  12,889 14 ,251  1 2 , 0 7 6  85% 14,000 



It i s  e a s y  f o r  a  c r i t i c  t o  
s a y  t h a t  t h e  m i l i t a r y  e s t a b l i s h m e n t  
o f  t h e  Chin.ese N a t i o n a l i s t s  s h o u l d  
be  r e d u c e d ,  b u t  t h e r e  i s  l i t t l e  p ros-  
p e c t  t h a t  t h i s  c an  o r  w i l l  be  done.  
Even i f  one i g n o r e s  t h e  f a c t  t h a t  a 
s t r o n g  d e f e n s e  f o r c e  i s  r e q u i r e d  b y  
t h e  i s l a n d  i n  t h e  p r e s e n t  s i t u a t i o n ,  
t h e  economic p o s s i b i l i t i e s  of  demobi-  
l i z a t i o n  a r e  d i s c o u r a g i n g .  The 
i s l a n d  a l r e a d y  h a s  a  s e r i o u a  unem- 
ployment  and underemployment  p rob lem,  
and  even  i f  p r e s e n t  economic g l a n s  
a r e  implemented ,  t h e  p o s s i b i l i t i e s  
f o r  c r e a t i n g  new j o b s  a r e  l i m i t e d .  
Economic p l a n n e r s  i n  t h e  government  
s a y  t h a t  i f  m i l i t a r y  d e m o b i l i z a t i o n  
weEe a n  a im o f  t h e  Eegime (which  i t  

ALUMINUM PLANT 
i s  n o t ) ,  t h e  government  would  s t i l l  
p r o b a b l y  b e  f o r c e d  t o  keep mos t  of 
t h e  s o l d i e r s  i n  t h e  army, b e c a u s e  

t h i s  would b e  t h e  c h e a p e s t  f o rm  of  unemployment r e l i e f .  

Wi th  t h e  e x i s t i n g  p o p u l a t i o n  t r e n d s  and  t h e  m i l i t a r y  
s i t u a t i o n ,  t h e  economy of Formosa w i l l  j u s t  h o l d  i t s  own i f  c u r -  
r e n t  deve lopmen t  p l a n s  a r e  implemented  and U.S. m i l i t a r y  a i d  i s  
c o n t i n u e d .  Under t h e  p r e s e n t  F o u r  Year  P l a n ,  which d o e s  n o t  t a k e  
i n t o  c o n s i d e r a t i o n  d i r e c t  American a i d  t o  t h e  N a t i o n a l i s t  m i l i -  
t a r y  e s t a b l i s h m e n t  ( amoun t ing  t o  o v e r  US$200 m i l l i o n  a y e a r ,  o r  
d o u b l e  t h e  fleconomic a i d n ) ,  t h e  a v e r a g e  p e r  c a p i t a  income of 
Formosa w i l l  b e  s l i g h t l y  l e s s  i n  1 9 5 6  t h a n  i t  was a t  t h e  s t a r t  of 
t h e  P l a n ,  d e s p i t e  t h e  i m p r e s s i v e  i n c r e a s e s  i n  p r o d u c t i o n  which  a r e  
p r o j e c t e d .  I n  s h o r t ,  t h e  c o n t i n u i n g  b u r d e n  o f  m i l i t a r y  e x p e n d i-  
t u r e s  and  t h e  i n c r e a s i n g  s i z e  of  t h e  p o p u l a t i o n  w i l l  c o u n t e r -  
b a l a n c e  t h e  p r o d u c t i o n  ga;Lns. 

T h e o r e t i c a l l y ,  p r o d u c t i o n  might  g e t  a h e a d  i n  t h e  r a c e  
w i t h  p o p u l a t i o n  i f  t h e  p r e s e n t  l e v e l  of  i n v e s t m e n t  i n  economic  
deve lopment  were  g r e a t l y  i n c r e a s e d ;  t h i s  d o e s  n o t  now seem 
p o s s i b l e ,  however. The p r i n c i p a l  i n v e s t m e n t s  i n  Formosa ' s  c u r -  
r e n t  economic deve lopment  come 
f rom t h e  U.S. t a x p a y e r  t h r o u g h  t h e  
American a i d  p rogram,  and i t  i s  
u n l i k e l y  t h a t  t h e  a l r e a d y  s i z a b l e  
p rogram of  U.S. economic a i d  w i l l  
bb  i n c r e a s e d .  The N a t i o n a l i s t  
Government would l i k e  t o  a t t r a c t  
more f o r e i g n  p r i v a t e  c a p i t a l ,  and 
w i t h i n  t h e  p a s t  y e a r  i t  h a s  l i b e r -  
a l i z e d  laws c o n c e r n i n g  i n v e s t m e n t  
and  r e p a t r i a t i , o n  o f  p r o f  i t s ,  b u t  
t h e  whole  economic a tmosphe re  on 
t h e  i s l a n d  i s  one  of  government  
p l a n n i n g  and c o n t r o l ,  which  d i s -  
c o u r a g e s  p r i v a t e  i n v e s t o r s .  Two- PLYWOOD PLANT 



t h i r d s  of  Fo rmosa ' s  i n d u s t r i a l  o u t p u t  comes f rom government- owned 
e n t e r p r i s e s ;  54 s t a t e  economic e n t e r p r i s e s  ( f o u r  of wh ich  a r e  
b e i n g  t u r n e d  o v e r  t o  e x - l a n d l o r d s  a s  p a r t  of  t h e  l a n d  r e f o r m  p r o -  
gram c a r r i e d  o u t  on t h e  i s l a n d )  employ 137 ,000  p e r s o n s ,  i n c l u d i n g  
a  s i z a b l e  p r o p o r t i o n  of  a l l  i n d u s t r i a l  w o r k e r s .  To d a t e ,  o n l y  50 
O v e r s e a s  C h i n e s e  i n v e s t o r s  (whose i n v e s t m e n t s - - t h r e e - q u a r t e r s  of 
them f rom Hong Kong- - to t a l  ~S$3,5 m i l l i o n )  and  a  h a n d f u l  o f  o t h e r  
f o r e i g n  i n v e s t o r s  (whose i n v e s t m e n t s ,  i n c l u d i n g  l o n g- t e r m  l o a n s  
f o r  payment  of equ ipment  s o l d  t o  Formosa,  t o t a l  US4j11.6 m i l l i o n )  
have  been a t t r a c t e d  t o  t h e  i s l a n d ,  and  t h e  r a t e  o f  p r i v a t e  
f o r e i g n  i n v e s t m e n t  i s  d i s c o u r a g i n g l y  low. 

The i s l a n d  o f  Formosa and  i t s  C h i n e s e  N a t i o n a l i s t  r u l e r s  
t h e r e f o r e  f i n d  t h e m s e l v e s  on a  t r e a d m i l l .  They a r e  making commend- 
a b l e  economic p r o g r e s s ,  b u t  t h e y  a r e  n o t  r e a l l y  g e t t i n g  anywhere ,  
b e c a u s e  t h e  m i l i t a r y  bu rden  which t h e y  mus t  c a r r y  and t h e  popula t ion  
p r o b l e m  w i t h  which  t h e y  a r e  s a d d l e d  e a t  up t h e  p r o d u c t i o n  i n c r e a s e s  
which  t h e y  a c h i e v e ,  

From t h e  U.S .  p o i n t  of  v iew,  Formosa i s  an economic de- 
p e n d e n c y  and  i s  l i k e l y  t o  r e m a i n  one f o r  t h e  i n d e f i n i t e  f u t u r e .  
Even if i m p l e m e n t a t i o n  of  t h e  economic p l a n s  o f  t h e  N a t i o n a l i s t  
r e g i m e  r e d u c e s  t h e  amount of  American a i d  r e q u i r e d  t o  s u p p o r t  t h e  
i s l a n d  and  i t s  m i l i t a r y  f o r c e s ,  t h e  p o s s i b i l i t y  o f  F o r m o s a l s  
a c h i e v i n g  a  c o m p l e t e l y  s e l f - s u p p o r t i n g  s t a t u s  i s  remote .  C e r t a i n -  
l y  a t  p r e s e n t  t h e  a l t e r n a t i v e  t o  c o n t i n u i n g  U.S. a i d  i s  e i t h e r  
economic chaos ,  o r  r e a l  economic h a r d s h i p ,  o r  b o t h ,  



I V .  S e l e c t e d  A g r i c u l t u r a l  P roduc t ion  Goals  (1953-1956) 

1953 (Goal)  1956 (Goal)  
K g  Kg 

Ha. Tons p e r  ha Ha. Tons p e r  ha 

Rice 795,000 1,654,000 2,080 835,000 1,850,000 2,216 
Sugar Cane 108,000 882,000 8,167 91,140 714,609 8,412 
Sweet 240,000 2,06L,OOO 8,600 215,000 2,580,000 12,000 

P o t a t o e s  

V; I n d u s t r i a l  P roduc t ion  Index (1941 - 100)  

I n d u s t r y  1937 1 9 4 1  . 1949 1953 

Power 
Transpor t  
Chemicals 
F e r t i l i z e r s  
Food Process ing  
Metal  & Machinery 
Mining 
T e x t i l e s  
Timber 
A l l  I n d u s t r y  79 
P e r  Capi ta- - All  88 

I n d u s t r y  

BI. Postwar I n c r e a s e  of I n d u s t r i a l  P roduc t ion- - Se lec ted  Examples 

Power (1,000 *kwh) 472,002 854,300 1,420,313 
Sugar (Me ~ o n s )  86,074 631,346 520,453 
Cot ton Yarn (M. ~ o n s )  410 1,805 13,576 
Paper  ( M.  ~ o n s )  2,585 9,066 24,197 
Calcium Super 1,639 31,830 62,065 

phosphate  ( M .  ~ o n s )  
Calcium Cynamide 3,204 14,010 68,070 

(M. Tons) 

VII. U.S. Aid t o  I n d u s t r y  

D i r e c t  US$ Aid Coun te rpa r t  Funds 
Amount De l i ve r ed  Local  Currency Used 

1950 ( F i s c a l  y e a r )  US$ 3,288,000 N T$ 6,517,000 
1951  18,657,000 16,855,000 
1952 15,991,000 202,545,000 
1953 11,978,000 7L,070,000 



V I I I .  T e n t a t i v e  E s t i m a t e s  of C a p i t a l  Requi rements  f o r  I n d u s t r y  
7 

(1953-1956) 

Mining 143,621,000 ( 6 % )  4,200,000 (3%)  
Manufac tur ing  1,180,528,000 (46%) 89,570,000 (58%) 
Power 7 9 1 , ~ 1 1 , 0 0 0  (31%) 34,141,000 ( 2 2 % )  
T r a n s p o r t-  420,139,000 (17%) 26,776,000 (17%) 

Communications 
T o t a l s  2,535,799,000 (100%) 154,687,000 (100%) 

I X .  E s t i m a t e s  of I n d u s t r i a l  P r o d u c t i o n  ( v a l u e )  During 1953-1956 

X .  T e n t a t i v e  E s t i m a t e s  of O v e r- a l l  N a t i o n a l  and P e r  C a p i t a  Income 
(1952-1956)-- (Converted t o  v a l u e  of 'I!$ i n  1937)  

Net N a t i o n a l  Output  T$ 807,000,000 T$ 1,026,000,000 
Net Income from Abroad 160,000, 000 49,000,000 
Net N a t i o n a l  Income 967,000,000 1 , 0 7 ~ , 0 0 0 , 0 0 0  
P e r  C a p i t a  Income 1 2 1  119 
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Misgion t o  China ( ~ a n u a r y  19.54, J u l y  1954) .  

Four-Year P lan  f o r  Economic Development of Taiwan, A g r i c u l t u r a l  
S e c t i o n ;  Economic S t a b i l i z a t i o n  Board, E x e c u t i v e  Yuan 
T E G F y ,  1954) .  

The I n d u s t r i a l  Program Under t h e  Four  Year Economic Development 
P l a n *  I n d u s t r i a l  Development Commission ( June  30, 1954) .  -' 




