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A Political Comparative Analysis on Financial Reform in

Taiwan and Korea: 1998 - 2008

Abstract

This thesis ponders over the following question: under the same process of state
led economic development, what caused the difference in the policy-making process
for financial reforms between Taiwan and Korea in the decade 1998 — 2008? Applying
Oliver Williamson’s “four-levels of social analysis,” this thesis divides the financial
reforms in Taiwan and Korea into embeddedness, institutional environment,
governance and resource allocation and employment. Through level analysis, we will
come to understand how design of the institution setting gives or restricts the
capability of political actors. Even though policy making is a competition of force
among actors, contextual restrictions and endowments on actor capability should be
taken into account at the same time, as it is a notable factor in policy formation and
execution. Due to institution design, the president dominates policy making and
execution in both Taiwan and Korea. However, due to influence from informal
institutional setting, Chen Shui-Bien and Kim Dae-Jung demonstrated great
differences on the movement of policy. Moreover, because of differences in party
system, conglomerates and the setting for financial reform, the outcome of reform
shows a wide difference in the two countries. Regarding the issue of whether financial
reform resolved the basic problem, this thesis grounds its evaluation based on indices
such as sovereign rating and percentage of non-performing loans of financial units.
Through comparison and analysis of existent literature, this author concludes that that
the difference in institution setting provides actors in the two countries with different
capabilities and restrictions, which generates different considerations in actors on the

governing level and influence the outcome of policy execution.

Keywords: Taiwan, Korea, financial reform, institutional environment, governance
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