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The Transformation of Teng-eng Iron Company
into a Public Enterprise in the 1960s

Chinn-ping Fan  Su-fen Liu

Abstract

In 1960, Teng-eng, the largest iron and steel producer of Taiwan,
became insolvent and requested emergency assistance from the govern-
ment. Applying martial law, the government assumed responsibility for
evaluating the equities and liabilities of Teng-eng. The evaluation report
caused termination of the private ownership of Teng-eng and it finally
became a public enterprise under the control of the Provincial Government

of Taiwan.

The following factors led to the transformation of Teng-eng into a
public enterprise: (1) Teng-eng borrowed large amounts of high-interest
private funds to finance its capital investment. The financial burden led to
losses and final insolvency. Heavy borrowing may work in times of high
inflation, but it is not a sound strategy when inflation stabilizes. (2) The
products of Teng-eng were more important when the target of the industrial

policy was import substitution. But they did not have comparative
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advantages for exporting, hence, Teng-eng did not meet the requirements
for preferential treatments for export industries. (3) The iron and steel
industry is the basis of the national defense industry. There were foreign
investors interested in Teng-eng, but the government would not allow
Teng-eng to be controlled by foreign companies. (4) Basically, Taiwan in
the 1950s was steered by the economic planning of the government.
"Privatization" was more a policy announcement than an actual action. (5)
The financial system was dominated by public banks and hence the
government controlled low-interest loans. This was an important channel
to enforce the industrial policy of the government. Through the Teng-eng
crisis, the financial authority forced the interest rate of the private market

to drop.





