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e 5 R ERAT LU AT N R ERAT - — AR & 8 A IRERAT -
®1 ARIBITEEREFMGER (2000 F12H 31 H)

AT B (%) HEBEARJASEEE (%)
EERIT 3.58 16.33
I L ERAT 7.37 9.65
EVEBERIT 7.63 9.39
B SERAT 8.72 9.28
HER M ERAT 8.27 9.89
FALRG S RAT 8.98 9.1
R N 2ERAT 9.97 10
ABERAT 4.36 14.71
Hh (e [ R e SE R AT 3.75 11.69
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data/UBPR/history/9112/publish_06_9112.asp °
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F | wmamo ZKZTA?){S KR T 9*?}5‘2*% ERAMERE | (SR
1995 3.00 2.88 2.85 0.82 3.12 5.07
1996 4.15 3.74 3.70 1.00 6.13 8.24
1997 4.18 3.74 3.71 1.07 6.19 10.68
1998 4.93 4.41 4.37 1.65 7.55 13.10
1999 5.67 4.96 4.88 3.20 10.54 16.03
2000 6.20 5.47 5.34 3.22 12.45 17.90
2001 8.16 7.70 7.48 3.53 11.66 19.33
2002 6.84 6.39 6.12 2.36 10.34 18.62
2003 5.00 4.57 4.33 1.51 691 17.57
2004 3.28 2.95 2.78 1.03 3.17 14.46
2005 2.19 - 2.24 0.75 2.09 10.92
2006 2.08 - 2.13 0.69 1.13 8.13
2007 2.26 - 2.32 0.61 1.55 7.77
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Domestic Financial Crisis and Financial
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Chin-en Wu
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Abstract

The political intervention in financial institutions after democratic
transitions induces the prevalence of privileged loans and damages banking
regulations. This is an important cause of the local financial crises between
1998 and 1999. The process of financial restructuring is also subject to
political interference. The packages include liquidating financial institutions,
privatizing public banks, and strengthening financial regulations and
corporate governance. The experience of financial restructuring demonstrates
that the resolution and capacity of governments to implement reforms are
constrained by several political conditions. First, the cooperation of parties,
local factions, and inward-oriented conglomerates in campaign contributions,
mobilizations, and policy favors render the incumbents unable to enforce
financial regulations and implement reforms. Local factions and inward-
oriented conglomerates even participate in the decision-making of the KMT
governments, rendering financial regulations and financial restructuring even
more difficult. Local factions stop to dominate government decision-making
after year 2000. Since DPP was a minority government, oppositions that back
local factions were able to block reform proposals. It is until rising non-
performing loan ratio and bank losses force governments to liquidate bad
loans and bad banks. On the other hand, the local financial crises and
financial restructuring also affect political players. Many financial
institutions has gone bankrupt, rendering politicians relying on these
institutions unable to survive. The slow progress of financial restructuring
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postpones the improvement of banking regulations and also damages the
competitiveness of financial institutions. After several years of financial
restructuring, the nonperforming loan ratio has reduced and the privileged
loans are also curbed. The merging of banks, resulting in a few dominant
banks, however, creates new regulatory problems.

Keywords: financial crisis; financial restructuring; money politics; RTC
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