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Franchise Foreign Exchange: KMT authoritarian regime
and the disadvantages of foreign exchange control

Kao,Jen-Shann” Chen,Sheng-Pin™ Tu,Ching-Wei"™

Abstract

From 1950 to 1959, the Kuomintang (KMT) regime adopted a series of
trade and exchange rate policies in responding to the crisis of hyperinflation.
Among the exchange rate policies, the “Multiple Exchange Rate ” policy is
the most representative, especially its secret “Franchise Foreign Exchange”.
Under the import and export restriction, the foreign exchange was strictly
controlled by the party-state. The Multiple Exchange Rate gave companies
different exchange rates according to different industry categories. Which
industry was the privileged one? It was totally decided by the KMT regime.
Private enterprises seldom got enough foreign exchange for importing foreign
goods. But the Franchise Foreign Exchange gave a chance to those who were
close to the privileged class of the KMT. The Franchise Foreign Exchange
was much more expensive than the official exchange rate, but it allowed
the “politically qualified” private enterprise to get the foreign exchange for
imported goods which were restricted by the KMT regime. Based on the
research of Free China ( EF B ) magazine, the Multiple Exchange Rate
and its Franchise Foreign Exchange caused the sluggish development of
Taiwan’s industry in the 1950s. This article focused on the content of the
Multiple Exchange Rate policy and its impacts on Taiwan’s economy. We
also evaluated the trade and exchange rate policies implemented by the KMT
regime during the 1950s.

Keywords : Kuomintang (KMT), party-state authoritarianism, party-
owned enterprise, multiple exchange rate, franchise
foreign exchange

*  Ph.D., Board Director (Society and Economy, 2017-2018), Taiwan Association of University Professors.
**  Master of Arts, Dept. of Diplomacy, National Chengchi University.

***  Graduate student, Graduate Institute of East Asian Studies, National Chengchi University.

131




