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內容摘要：

    鑑於公共管理與公共政策之良善規畫對於政府各項事務之推動十分重要，本次進修透過研修政策分析、政府治理、政策傳遞及政府財政管理相關理論與實務知識，加強本職學能，學習國外在政策制定上可能考量的各種面向，希冀未來應用在工作上，能有更周全的前瞻思維。

     本報告之架構共分為三大部分。第一部分說明進修目的。第二部分為進修過程，簡要介紹約克大學特色及進修課程與研究主題。有關研究主題包括：倡議聯盟理論在我國證所稅事件之運用、臺灣財政分權化過程之優劣評析、從理論及實證觀點探討所得稅採行單一稅率是否較累進稅率更簡單及合適問題、評析中國大陸之企業所得稅改革，以及臺灣與英國金融監理制度比較之研究等五項議題。第三部分總結進修心得及建議。

    畢業論文研究我國與英國有關金融監理之改革過程，體認到兩國政策規劃的不同，惟最終目的均在維持金融市場之穩定與保護消費者權益。一年進修期間不管是從課程學習或是論文研究都獲益良多，訓練過程學習以不同角度思考問題之癥結，期望對未來工作推動能有啟發。
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壹、進修目的

民國102年度職按「行政院選送優秀公務人員國外進修實施計畫」赴英國約克大學(University of York)攻讀公共管理公共政策（Public Administration and Public Policy）碩士學程。

2008年金融海嘯對全球經濟的衝擊，各國政府體認資本市場健全管理的重要性，而隨後發生的歐債危機，更是考驗著政府公共政策及行政統合工作的經驗與能力。分析歐元區主權債務危機直接起因為2008年全球金融風暴使政府稅收減少，以及當時各國為提振經濟與紓困金融機構而大幅增加支出，導致赤字及債務上升等。加上歐洲面臨就業偏低及人口老化、生產力低落等困境，經濟成長難有起色，而當政府無法透過貨幣貶值來降低赤字即發生問題。因此從幾次國際金融事件發現，各國政府之思維、政策規劃與政策執行對於危機之處理，十分重要。

職在臺灣完成研究所學業後即投入公職服務，迄今已14年餘，期望藉由本身財政及證券管理等相關實務經驗，輔以學術理論之薰陶，赴國外充電學習，強化自身的本質學能，並培養國際觀及前瞻性視野。本次進修公共政策與行政管理相關學科，包括學習政府公部門遇到危機時，能以縝密的思維，規劃最佳應變方案。另瞭解政府機關針對潛在或當前危機，於事前、事中及事後採取一連串因應措施，以有效預防危機、處理危機及化解危機。此外藉由學習國外金融市場的監理政策，強化金融市場的風險管理。透過學習政策分析和決策能力，系統化研習公共政策分析與評估的理論，由案例瞭解如何將政策理論應用到實際領域，並以實證為基礎，探討政策落實過程之績效評估與回饋等，確保政府資源有效投入且實際可行。

在全球化的潮流下，希望藉由國外進修，充實自己的專業領域，以國際觀的前瞻視野，協助政府相關政策之規畫及擬定，以健全資本市場及金融市場之發展。
貳、進修過程
一、約克大學簡介

約克大學成立於1963年，是一所年輕的學校，從最初的200位學生迅速擴展為近11000人，發展快速，目前有30個系所和研究中心。約克大學在研究方面有極高的聲譽，並以「站在智慧的開端」為其座右銘。在不到半世紀已建立良好聲譽，獲全球最佳年輕大學第8名，全英第1名，2012年獲邀進入英國研究型大學的羅素集團Russell Group，其世界領導等級研究和傑出的教學獲得認可。建立了能與Oxford和Cambridge匹敵的聲譽。該校在2011 QS World University Rankings排名全英前10名，歐洲第20名，為全球前1%的大學。 

為有效提高學生的學習效率，學校教學方式與電腦設備兩者相輔相成，例如透過線上系統提供學生課前下載相關教學投影片內容及指定研讀教材，使得學生在課堂能專心聽講師講解並與同學互動討論。另外考量國際學生語言能力，學校在學期前及學期中也安排相關的語言課程，以提升國際學生之聽說讀寫能力。

二、進修課程與研究主題
英國碩士課程為期一年，共分三個學期，第一及第二學期各40個學分，第三學期100學分。前二學期要求各需研修二門課，第一學期所修課程包括政府治理、政策分析；第二學期所修課程包括公共財政管理、公共管理及政策傳遞；第三學期則由學生遞出擬撰寫論文方向，學校依據領域指定指導老師後，由學校核定之題目撰寫13,000字至15,000字的論文研究。嗣後經與指導教授Prof. Lucia Quaglia討論後，論文研究主題定為「臺英金融監理制度比較之研究」。以下分為五部分續依研究主題、研究過程、研究發現及相關建議，深入探討所修課程。
（一）學期課程１：政策分析(Policy Analysis)

本項課程係由Professor Neil Carter及Dr. Adam White及共同主持。上課內容包括當前政策分析理論之介紹、政策問題及議程設定之形成、政策傳遞及執行、政策評估、政策學習及運用。本課程係提供學生對權利及公共政策間之關係能有全面性之瞭解。此外，並訓練學生瞭解各項公共政策之行為人(actors)為何？進一步使用適當之模型分析機關組織之架構、該組織推動之政策成功或失敗，以及探討第一線執行人員執行政策之成果。

1.研究主體：倡議聯盟理論在我國證所稅事件之運用(Advocacy coalitions on the capital gains tax from stocks in Taiwan) 

　　從1980年以來，有關我國證所稅課稅之議題，一直為爭議的焦點。尤其在馬總統在2011年10月宣布「公平正義」為推動黃金10年的政策主軸後，爭議逐漸擴大。本研究擬採用倡議聯盟理論(Advocacy Coalition Framework; ACF)分析其理念系統、外在次系統事件、政策學習及政策之中介者所扮演之角色，解釋復徵證所稅之過程。

2.研究過程：

(1)ACF首先由Sabatier(1988)提出，其後並經過其他如Jenkin-Smith(1993)、McQueen(2009)等學者的修正。然基本理論仍在探討政策體系間之互相影響。該理論之假設包括：A.強調訊息的重要；B.政策之改變通常要經歷10年以上；C.政策體系必須含括政府各階層及私部門。 
(2)證所稅事件有兩個主要倡議聯盟。一個是主張課稅者，其係基於社會公平及有所得即要課稅的理念，當投資人賣出股票實現資本利得，其不勞而穫之所得相對於一般性質之所得如薪資等須繳稅，顯不公平，且股票交易通常為高所得族群用來規避稅負之手段之一，對其免稅將加劇社會貧富差距；另一個是反對課稅者，乃立基於維護市場效率及資本市場流動性的訴求，認為資本利得係虛幻所得，實質所得並未增加或減少，且課徵資本利得稅會產生閉鎖效果(Holt & Shelton, 1962)及增加交易成本。兩個聯盟分別採用不同的策略來影響政府主管機關的決策。Sabatier and Jenkins-Smith (1999)提出核心理念(beliefs)是政策系統規範執行者的原動力，導致政府既定之政策不會輕易改變，除非有外在的顯著事件發生或經由政策學習的途徑來逐漸改變理念。
(3)我國課徵證所稅之歷史經驗
 A：1989年失敗經驗
　　我國證券市場股價指數在1988年漲幅達4倍之多，為避免泡沫經濟，財政部於9月24日宣布明年起課徵證券交易所得稅。由於無相關預警，證券市場連續19個營業日無量下跌，成交量亦大幅萎縮。反課稅倡議聯盟採取激烈之停徵訴求，導致當時財政部郭部長辭職，證所稅亦自1990年起停徵。
 B：2012年3月成立財政健全小組
    鑒於我國貧富差距在2011年已擴大到90倍，馬總統於當年10月12日宣布黃金十年之國家發展政策，其中重要項目即縮小貧富差距。在此願景下，財政部隨即規劃成立財政健全小組，討論股票交易所得課稅議題。Sabatier (1991)強調菁英份子的意見通常比公眾意見更為重要，因此藉由舉辦論壇多方討論之方式，較容易聚焦。財政健全小組之成員包括財政、金融、經濟、會計各方面之專家，以及社會各界代表。該小組討論後之結果將作為政府推動改革之依據。然而自證所稅議題被拋出後，雙方倡議聯盟即不斷發出抗議聲音，並透過媒體來影響公眾意見。另一方面，財政部僅舉辦一場論壇討論，即提出證所稅的課稅版本，各界批評聲浪不斷，無法達成課稅的共識。
Ｃ：對資本市場之影響

　　在討論證所稅議題前的經濟環境尚非理想，2012年進出口數量較2011年衰退達5%以上，尤其在討論該議題三個月期間內，股市成交量下降達35%，加權股價指數亦下跌達10%。顯然當時的經濟環境似不適合討論該敏感的議題。

3.研究發現：
(1)Sabatier (1988)主張力量強大之倡議聯盟，將使得政策核心理念不輕易改變，解釋了證券交易所得免稅之政策並非容易改變。除非有外在重大事件之發生，造成政策因而改變。本研究發現，有兩次外在重大事件，導致免稅政策轉變。
Ａ：馬總統黃金十年之國家發展規畫
　　馬總統在2011年10月12日宣布黃金十年之國家發展願景，將「公義社會」列為八大願景之ㄧ，且賦稅公平與財政健全對未來經濟發展至關重要。在此目標下，主張課稅的倡議聯盟因而具備強而有力的立論基礎，也增加追求社會公平正義之合法性(legitimacy)。 
Ｂ：財政部劉部長之辭職
　　贊成與反對課稅的兩聯盟訴求愈見激烈，相關的課稅版本也一變再變，破壞了賦稅法定主義之穩定性。Parsons (1995)曾提出量化的數據改變較易創造政策學習的效果，而證所稅事件導致股市價量的劇烈變動，提供有效的政策改變環境。最主要的是經過二個月後，財政部劉部長辭職負責，該事件可視為重要的外在重大事件，最後兩聯盟經過折衝後相互妥協，以較不影響資本市場之課稅版本通過。
(2)政策中介者(Policy broker)之介入

  政策中介者的角色在提供不同倡議聯盟協商溝通的管道，在證所稅事件中，立法院王金平院長扮演了重要的政策中介者的角色，由其居中協調雙方並妥協，最後通過了所得稅法修正案。

4.建議事項：

  　　政策倡議聯盟若缺少互相交流或資訊分享的機會，將使得既定政策較不易改變。特別是反對課稅聯盟較不願意提供相關實務證券交易經驗或修改電腦系統程式之可行性。證所稅事件引起的紛擾之一，乃出於行政團隊危機管理欠缺相互跨域協調規劃所致。本研究建議政府應建置跨域協調機制，強化媒體溝通，以減少政策的推動衝撞，更應從危機管理角度，擴大前瞻思考範圍，永續提出讓民眾有感又創新的改革政策。
（二）學期課程２：政府治理之瞭解 (Understanding Governance)
本課程由Dr. Sandra León主持，課程內容包括政府治理之定義、全球政府治理、國家及全球化趨勢、分權治理、歐盟多層次之治理、民主及合法性之挑戰、治理及公民參與。本課程係在使學生能夠對當前政府治理的研究有廣博的認識，並透過國際組織治理之實證，深入分析各理論之優點與缺點。
1.研究主題：臺灣財政分權化過程之優劣評析（Evaluating the benefits and perils 　associated with the Taiwan fiscal decentralization）
　　本研究主要係探討臺灣財政分權過程之優點和缺點。研究側重於效率和貪腐程度之變化，並進一步分析分權化過程與中央政府和地方政府間，兩者有關權利分配間之關係。另一方面，本研究亦分析臺灣分權化所呈現之軌跡，發現既不屬於朝中央政府之型態，也不是採地方政府的路徑。

2.研究過程：
(1)分權化之定義：分權化主要係指政府治理權力及公共服務之提供，由中央政府轉移至各級地方政府（Crook and Mano, 2000）。此等權力結構的調整，可以促進政府治理的整體素質和效益的提升。分權化形式包括權力分散化(deconcentration)、委任授權(delegation)及權力下放(devolution)。根據Paqueo及Lammert（2000）的論據，「分散化」涉及到從中央到地方政府管理責任的傳遞，但真正的決策仍然被保留在中央政府，例如我國地方警察局仍應遵循中央警政主管機關之政策。其次，「委任授權」通常委由非政府組織代為處理相關事務，以我國為例，海峽交流基金會之成立，主要代表我國處理與中國大陸之相關業務和技術的交流事宜。第三，「權力下放」是指財務和行政事務責任的轉移，通常不能干預其自治權之行使。然而新公共管理理論主張的私有化和管制鬆綁，並不屬於分權化的範圍。
(2)Falleti (2005)主張分權化若沒有附帶財政資源的提供，將使地方政府更加依賴中央政府。此外，分權化可能以不同形式呈現，不同國家亦有不同之型態。以「國家型」的偏好路徑而言，順序是先產生行政管理分權(A)，其次是財政分權（F），最後政治權力分權（P）。首先出現的行政事務分權，型態如移轉教育、衛生等公共服務予地方政府負責，中央政府將可以減輕相關責任的承擔。該軌跡（A→F→P）表示國家型的分權路徑。相對地，地方政府偏好的優先順序為P> F> A。簡言之，其順序是自治權的擁有，其次是財政資源自主，最後是行政責任的負擔，其軌跡（P→F→A）表示為地方型的分權路徑。

(3)經分析臺灣分權化的路徑，1950年首先頒布實施「臺灣省各縣市實施地方自治綱要」，從此開展地方政府自治過程。以臺北市為例，教育和社會福利的責任依據自治綱要從中央政府轉移到臺北市，因此相關行政事務分權排在優先順序。其次，直到1994年12月首次舉行臺北市市長之選舉，取代了之前由中央政府直接任命的方式，臺北市即正式擁有自治權。最後，1999年修正財政收支劃分法，使地方政府擁有財政之自主權。因此，臺灣分權化之路徑，係先發生行政管理分權，之後是政治權力分權，最後是財政分權。其軌跡為A→P→F。Falleti (2005)主張A→P→F的路徑可能造成地方政府在無財源挹注下，無法擁有完整的自治權，且易引起轄區人民的抱怨。我國雖然在1999年後實行財政分權，中央政府仍保有主要的課稅權，地方政府的財政自主權尚非完整。
3.研究發現：
(1)有關「效率」部分：
 A：分權化可降低複雜的行政管理流程，政府第一線人員亦可瞭解民眾所需。另各地方政府間將更競爭，提出相關租稅優惠以吸引資本之移入，因此分權化過程將使公共服務趨向由市場機制決定，降低提供服務之成本，有效提升效率。Miller (2002)主張分權化能促使居民更瞭解公共事務，政府機關施政也更契合居民的需求。然而，Miller (2002)亦提出集權化能達到一定程度的規模經濟，且地方政府如果缺乏處理公共事務的能力，反而會降低效率。另外如果分權化過程沒有適當的預防機制，地方上的意見領袖或利益團體將能夠左右財政資源的分配。
 B：我國在1999年修正地方制度法，此為「精省」的法律依據，進一步賦予各縣市地方政府自治之權利，因此原臺灣省政府相關財政及公共事務從此移轉給地方政府承擔。為評估精省後有關效率之呈現，一般而言，據效率之情形是中央政府支出將會減少，地方政府支出將會增加，整體支出將會下降。但從下表精省後5年之教育及社福支出為例，發現整體支出呈現增加趨勢，且不論中央及地方政府亦為增加，尚無法有效降低公共服務之支出。
    Rodden (2003)主張地方政府的財源若來自補助，容易使得地方政府過渡消耗公共池(common pool)，結果造成政府支出之增加。反之，若地方政府的財源來自自主的徵稅權利，將能有效限制支出以符合民眾之偏好。實際上，1999年實施財政分權後，中央政府仍保有主要之課稅權。當中央政府補助增加，將導致地方政府支出增加。 
Expenditures: County/City vs. Central Government in Taiwan

Unit：Thousand NT$

	Year
	教育,科學,文化支出-地方
	教育,科學,文化支出-中央
	社會福利

-地方
	社會福利

-中央

	2000
	155,875,636
	202,628,722
	41,814,750
	145,823,677

	2001
	240,700,262(54%*)
	364,780,931 (80%)
	52,130,927 (24%)
	411,401,883 (182%)

	2002
	181,939,147(-24%)
	257,151,598(-29%)
	77,218,443(48%)
	293,337,942 (-28%)

	2003
	184,530,381(1.4%)
	267,009,733 (3.8%)
	45,681,862(-40%)
	250,145,951 (-14%)

	2004
	191,578,703(3.8%)
	300,307,805(12%)
	47,449,318(3.8%)
	272,483,041(8.98%)


Note: * 表示和前一年度比較之增減比例 
Sources: Combined from Central Budget Information, Directorate General of Budget, Accounting and Statistics (DGBAS) of Executive Yuan (http://eng.dgbas.gov.tw/np.asp?ctNode=1911)
(2)有關「貪腐」部分：

Ａ：Blanshard & Schleifer (2000)及Shleifer & Vishny (1993)主張分權化後，發生貪腐的情形將會提高，這是因為許多公務員能有更多機會處理私部門事務，增加涉貪的機會。但Crook及Manor (2000)卻主張由於透明性及可責性之提升，分權化反會始得貪腐程度下降。其檢視了印度部分省份的情況，發現貪腐情形短期呈現增加，但長期呈現降低趨勢。
Ｂ：分析臺灣1999年後之情形，貪腐情形呈現下降趨勢。以2000年為基期，當年發生630件貪腐案件，1,487個涉案人，以及涉貪金額達新臺幣54億元。到2005年貪腐情形下降，分別為468件，1,299個涉案人及涉貪金額新臺幣13億元。探究其原因，除財政分權化之因素外，我國政府在2000年7月實施反貪腐行動，亦是主要原因。
Corruption Statistics in Taiwan

	Year
	涉案件數
	涉案人數 
	涉案金額 (Thousand NT$) 

	2000
	630
	1,487
	5,456,401

	2001
	577
	1,453
	4,741,805

	2002
	605
	1,278
	7,210,219

	2003
	640
	1,276
	6,716,366

	2004
	414
	920
	2,657,351

	2005
	468
	1,299
	1,363,136


Sources: Statistics of Justice from Ministry of Justice 
(http://www.moj.gov.tw/ct.asp?xItem=246770&ctNode=28166&mp=555)
4.建議事項：
    中央政府的政策制定者應逐漸釋放財政權利與義務給地方政府，且所有中央及地方之相關人員必須具備政策學習的技巧。此外，分權化過程中必須透明化，將能逐漸消彌目前我國中央及地方政府關於財政分配協商過程中的磨擦現象。

（三）學期課程３：公共財政之管理 (Managing Public Finance)

本課程由Dr. Kim Loader主持，課程內容包括公部門定義及市場失靈、政府失靈、公共選擇理論及私有化、公共支出及趨勢、租稅及政府財政收入、政府預算、收入及支出之控制、可責性及財務報表，以及  績效評估。本課程係介紹公共財政管理之理論，尤其在當今公共服務需求不斷擴大及政府財政收入有限之情況下，使學生能夠瞭解如何管理政府財政，有效配置有限的資源。另本課程亦大量使用OECD、IMF及世界銀行的相關理論與發展，俾能契合目前歐債危機對公共財政的嚴峻考驗。

1.研究主題：從理論及實證觀點探討所得稅採行單一稅率是否較累進稅率更簡單及合適？(Could a flat tax provide a simpler and more equitable solution than a progressive approach of income tax? A theoretical and empirical study)
　　本研究主要係以理論和實證的觀點，來分析單一稅體制之爭議性。除了課稅簡單及徵收簡便的特性是較無疑慮外，其影響層面是多元化的。尤其在租稅公平方面，引起許多爭議。然而實證發現許多東歐國家如愛沙尼亞、立陶宛、拉脫維亞和俄羅斯等，在實施單一稅率後，其整體經濟表現十分亮眼。
2.研究過程：

(1)單一稅制之定義：
  單一稅制的理論由R. Hall及A. Rabushka在1981年提出，主張用單一的比例稅率來取代累進稅率。主要理由是單一稅制可以徵加工作誘因、促進經濟成長及資本形成。另Altig et al. (2001)以實證推導實施單一稅制後5年能增加60%的經濟成長，往後10年能增加5%的經濟成長。
(2)Mitchell (2008)強調單一稅制之特性，包括：

Ａ：單一稅率：大部分實施單一稅之國家，稅率不會超過20%。因低稅率能刺激企業及個人的生產活動。

Ｂ：取消租稅優惠措施：採行單一稅制同時取消租稅的差別待遇及相關租稅減免措施，僅提供固定額度的個人減免額，以維持其生活所需。Slemrod & Bakija (1996)主張單一稅制之稅基較完整，並且可以維持租稅之中立性。

Ｃ：避免重複課稅：所得來源如儲蓄、股利及資本利得等，將只被課一次稅，不會有重複課稅之情形發生。

Ｄ：屬地課稅主義：非採全球來源所得課稅觀念，因此可以簡化稅制。
3.研究發現：

(1)有關「理論」分析部分：

 A：勞動供給誘因：課稅對於勞動供給之影響分成二部分。第一個影響稱之「所得效果」（income effect），表示增加稅負後，為使所得上升，勞動供給將增加。第二個影響稱之「替代效果」(substitution effect)，表示納稅人會選擇增加休閒活動並減少勞動供給。替代效果多寡係受邊際稅率影響(James & Nobes, 2012)。因此當累進稅之邊際稅率較單一稅制的稅率高時，其替代效果將大於所得稅果，納稅人會減少勞動供給，其結果呈現不確定性，故須視原先之邊際稅率高低而定。例如，Browning & Browning (1985)評估美國若採行單一稅率後，將增加5%的勞動供給，然而Heer & Trede (2003)模擬德國之情況，表示單一稅將減少2%之就業率。
Ｂ：租稅收入：透過單一稅制，減少逃漏稅之管道，政府稅收情形會較完善。Andreoni et al. (1999)主張低稅率是否減低租稅逃漏情形，必須是邊際稅率高於平均稅率之前提下達成。另一方面，採行單一稅率係降低邊際稅率及增加個人可支配所得，如果納稅人為風險投資喜好者，其逃漏稅負之情形也會增加(Allingham & Sandmo, 1972)，其結果亦呈現不確定性。
Ｃ：單一稅制之公平性：單一稅制最受外界詬病的是不具備租稅公平性，因其基礎並非考量所得者之能力。另免稅額之設計係考量低所得者之基本需求，而低稅率勢將對高所得者有利，在此情形下，單一稅制不可避免地會加重中間所得者之負擔。Ho & Stiroh (1998), Dunbar & Pogue (1998) 及 Ventura (1999)均強調單一稅制會加重美國中間所得者之負擔。Peichl (2006)分析德國之情況亦是如此。其可說明單一稅制在重視福利制度的西方國家推行並非普遍。另一方面，傳統的累進稅制以能力愈高者，繳納稅負高愈高為課稅基礎，所以較具公平性，並具有所得重分配效果。
Ｄ：設計簡便－減少依從成本及稽徵成本：Mirrlees (1971)強調最適所得稅制度是課徵單一的比例稅率並允與許固定的免稅額度。單一稅制除簡便設計之特徵外，亦能擴大稅基及減少租稅套利的情況發生。
(2)有關「實證」分析部分：自從愛沙尼亞1994年實施單一稅制後，目前約有38個國家實施單一稅制，東歐國家的成功經驗，吸引全球的注意。以下茲舉愛沙尼亞、立陶宛、拉脫維亞及俄羅斯為例，分別就經濟成長、所得稅收入及所得重分配（採用Gini index，指數愈高表示貧富差距愈大）等方面，分析實施單一稅制後的表現概況。
Ａ：愛沙尼亞
　　1994年愛沙尼亞採行單一稅制，個人所得稅及公司稅之稅率均訂為26%，值得注意的是其公司稅率係由原稅率35%大幅調降。另為吸引資本形成，在2008年更進一步調降為21%。該國實施單一稅制後5年的平均經濟成長率達4.6%，相較於1990年至1993年平均成長率-10.0%呈現大幅成長趨勢(the World Bank, 2014)。此外，2006年個人所得稅及公司稅之稅收較2000年，分別成長達2倍及3倍，另外失業率同期間亦下降至6%以下。
　　有關租稅公平部分，根據世界銀行統計，1995年愛沙尼亞的Gini index為30.1%，1998年為37.6%，2004年為36.0%，呈現貧富差距愈形嚴重之情況，說明愛沙尼亞在推行單一稅制後，並未能有效消彌貧富差距之現象。
Ｂ：立陶宛及拉脫維亞
　　立陶宛自1994年起個人所得稅採行單一稅率33%，該稅率係實施前的最高累進稅率，但其個人減免額增加了2.3倍；2002年公司稅率由29%下降至15%。另拉脫維亞在2006年亦將公司稅率由25%調降至15%。這兩個國家的經濟成長率在調降稅率後3年，其經濟成長率平均達5.6%，另有關所得稅稅收方面，實施單一稅制後的第1年稅收，發現有明顯的成長。
    有關租稅公平部分，根據世界銀行統計，1996年立陶宛的Gini index為32.3%，1998年為30.2%，2008年為37.6%，貧富差距並未改善。另拉脫維亞1996年Gini index為31.7%，1998年為33.5%，2008年為36.6%，所得分配情形亦未好轉。
Ｃ：俄羅斯
　　2001年俄羅斯的單一稅制租稅改革影響了東歐國家，並引起西方國家的高度矚目。個人所得稅採行13%的單一低稅率，取代原先的三級累進稅率（最高稅率為30%）。2002年亦調整公司稅率為24%，使得該國的經商環境十分友善，吸引大量外資進入。尤以隨後5年內，塞爾維亞，烏克蘭，斯洛伐克，喬治亞和羅馬尼亞紛紛效法採行單一稅制，影響深遠。更重要的意涵是其由蘇維埃的管理方式逐漸導向以市場開放的經濟模式。有關稅收部分，2001年增加25.2%，2002年增加24.6%，2003年增加7.3%。
    單一稅制在租稅公平上引起較多爭議，俄羅斯的貧富差距情形亦未改善，Gini index在2001年為39.6%，2006年達40%。
Ｄ：放棄實施單一稅制之地區
　　考量單一稅制對所得重分配有不利影響，許多國家實施單一稅制後，紛紛改回原來的累進稅制。例如，斯洛伐克是第一個中歐國家實施個人所得稅單一稅制(稅率19％)的國家，但由於導致租稅不公平及稅收減少的結果，於2013年恢復為累進稅制。冰島在2007年採行單一稅制，但為因應政府債務危機及增加稅收，遂於2010年恢復累進稅制。
4.建議事項：
　　我國雖於2010年將公司稅稅率調降為17%，但有關個人所得稅部分，仍採取累進稅制，且存在諸多租稅優惠規定，使得現行稅制相對複雜。有關是否建立我國所得稅單一稅率制度，比較具體的建議方向是減少我國目前過於浮濫的免稅所得與扣除額項目，以擴大原本被嚴重侵蝕的稅基。根據財政部統計，1985年政府稅收占GDP的比重為16.02％，1990年上升到20.04％，但從1990年以後，呈現下降趨勢，2013年僅有12.93%。相對地，1996年政府債務占國內生產總值的比重為25.49％，2001年躍升至30.70％，到2011年已達了​​40.18％。很顯然我國財政狀況從90年代後逐漸惡化。因此，適度限縮租稅優惠政策，以改善我國財政狀況，是必須努力的課題。此外，可考量將個人所得稅率逐步調降，降低目前因為個人與公司的最高邊際稅率相差過大(45%與17%)而引發的許多問題，遏止許多高所得者不合理的租稅規避行為。
（四）學期課程４：公共管理與政策傳遞 (Public Management and Policy Delivery)

　　本課程係由Prof Martin Smith 主持，課程內容包括當代國家理論、新公共管理、多元選擇理論、政策傳遞之問題、風險及規定、政策設計、執行與績效衡量等。本課程旨在使學生能增進政策分析與發展之知識，並培養思考與分析之技巧。藉由小組的合作，蒐集相關數據，據以分析實施特定政策後的目標達成情況，或再修改原訂目標，有效達成政策的傳遞。
1.研究主題：評析中國大陸之企業所得稅改革 (Evaluating the Policy of  Enterprise Income Tax Reform in China)

　　中國大陸企業所得稅改革大致區分為透過提供外資大量租稅優惠的起步階段（2008年之前），以及轉變為追求對內外資公平對待的第二階段（2008年以後）。中國大陸在強勁的經濟成長之後，社會存在嚴重的分布不均。因此，採取提高低收入者免稅額之方式，作為調整貧富差距的工具。很顯然企業所得稅的租稅優惠是為了刺激經濟增長，而調整個人所得稅是為求租稅公平。本研究主要係評估中國大陸之企業所得稅改革過程及政策績效之衡量。

2.研究過程：

(1)租稅優惠：中國大陸企業所得稅目前提供的租稅優惠，大致包括：
Ａ：傳統產業租稅減免：屬於農林漁產業，能享有所得稅免稅之優惠。

Ｂ：投資特別地區的優惠：例如鼓勵企業投資在中國大陸西部地區，得享有優惠稅率15%。
C：投資抵減：例如企業購買機器設備用於研究與發展，得享有優惠稅率15%。

Ｄ：降低稅率：屬高科技企業得享有優惠稅率15%，取代原適用稅率25%。
(2)2008年以前之租稅政策：以刺激經濟成長及穩定稅收為目標
Ａ：自從1978年中國大陸進行改革開放後，租稅政策亦經歷諸多變革。在1979年以前國營企業(SOEs)必須向稅捐機關繳納所有營業所得或利潤。為提升生產效力，1980年後規定國營企業僅需繳納55%的公司稅，其餘稅後部分由公司自行運用。然而由於營運生產係按「與政府簽訂契約」的方式進行，導致公司透過管道遊說政府，以改變原來契約所約定的生產目標，進而影響稅收之穩定。1994年中國大陸進行大幅度之改革，重點在強調社會主義之市場經濟及維持稅收穩定，因而對境內公司統一適用稅率33%，但仍然排除外資企業。很明顯地，針對外資企業仍提供許多租稅優惠措施，包括適用不同之稅率，用以刺激經濟成長。
Ｂ：中國大陸在2008年前提供外資企業投資在經濟特區享有15%稅率之租稅優惠，此外並可適用2+3年之免稅優惠（前2年免稅，隨後3年稅率減半），以及投資在基礎建設、環境保護或能源產業享有全部或部分免稅之租稅優惠。另一方面，地方政府亦能藉由減免地方稅的手段，吸引外資企業投資。這些侵蝕租稅稅收的手段，導致稅收的不穩定及稽徵上的困難。
(3)2008年實施之新企業所得稅法：以持續經濟成長、維持公平稅制及  扶植高科技產業為目標
Ａ：中國大陸於2001年加入世界貿易組織(WTO)，原先提供外資企業諸多租稅優惠的政策，必須要進一步調整，以維持公平的競爭環境。另一方面，長期發展重點過度集中於東南沿海經濟特區，已造成區域發展不均衡，而外資及內資企業適用不同的所得稅法，亦使得稅捐稽徵更複雜並增加稽徵成本。但租稅政策的調整尚非一蹴可幾，必須逐步調整。最後在2007年第10屆第5次人大會議通過，並於2008年實施新的企業所得稅法，以簡化稅制、低稅率，以及加強稽徵為目標。
Ｂ：新企業所得稅法整合原內資與外資適用之不同租稅規定，所有企業統一適用稅率25%，廢除對外資優惠之規定，轉變為提供從事高科技、環境保護、農業、基礎建設發展產業及對西部內陸地區投資之租稅優惠。上開租稅優惠係適用稅率15%。該政策特色為「產業優惠為主，地區優惠為輔」。
Ｃ：新稅法強調稅捐稽徵，加強查核逃漏稅，因此建立許多反避稅的機制，例如關係人交易、成本分攤、資本弱化規定等。另亦規範過渡期間讓外資企業可有5年緩衝期間，減少衝擊。
(4)2011年十二五有關所得稅之政策
   2011年3月中國大陸人大會議通過第12個五年發展計畫，作為未來   五年發展的規劃藍圖，其中租稅政策扮演經濟宏觀調控的重要工具。中國大陸持續對高科技等相關產業提供租稅優惠，然而針對快速經濟發展造成所得分配不均的結果，係以調整個人所得稅制度的方式來解決，尤其是照顧低收入之個人。自2011年9月起，個人免稅額由每月2,000人民幣提高到3,500人民幣，累進稅率最低級距稅率原為5%，降低為3%，此估計有6千萬人民受惠。但藉由調整個人所得稅照顧低收入者之結果，2012年相對於2011年的個人所得稅收減少約230億人民幣。

2.研究發現：

(1)2008年以前租稅政策之評估
Ａ：經濟成長及外國人直接投資

    依據世界銀行之統計，中國大陸在1990年至2000年的平均經濟成長率為10.6%。1979年人均所得為270美元，1994年為469美元，2007年達2,625美元，相較於改革開放初期成長達10倍。另外國人直接投資金額1993年為275.1億美元，1994年為337.6億美元，1995年為375.2億美元，其顯示在1994年租稅改革後，吸引外資投資並促進經濟成長。
The GDP per capita and amount of FDI in China

	
	1979
	1993
	1994
	1995
	2007

	1. The GDP per capita (US$)
	270
	520
	469
	604
	2,625

	2. The amount of actual used foreign direct investment
 (US$ billion)
	NA
	27.51
	33.76
	37.52
	111.7


       Sources: 中國大陸統計局
Ｂ：企業所得稅稅收表現

　　1980年初期，對國營企業課徵固定55%稅率造成公司不斷增加費用或虧損，使得盈餘下降以減少稅負。地方政府亦藉由提供租稅優惠吸引投資，此均導致1994年前的稅收不穩定。根據國家統計局統計，1985年至1994年之企業所得稅每年平均稅收為698億人民幣，該期間的稅收趨勢呈現變動情形，然而，稅收在1995年上升至878億人民幣，2007年更達到8779億人民幣。綜上，1994年的租稅改革在增加租稅收入部分是正面的。
The enterprise income tax revenues

	
	1985
	1990
	1991
	1992
	1993
	1994
	1995
	2007

	The enterprise income tax revenues (RMB  billion)
	69.6
	71.6
	73.1
	72.0
	67.8
	70.8
	87.8
	877.9


Sources: 中國大陸統計局
(2)2008年實施新稅法後之政策評估

Ａ：經濟成長及外國人直接投資

    儘管2008年後中國大陸之經濟成長不如1990年代的快速飛漲(平均成長率高於10%)，但仍維持穩定成長趨勢。依據世界銀行之統計，2008到2012年之經濟成長率分別9.6%, 9.2%, 10.3%, 9.2%及 7.7%。另2009年外國人直接投資金額年相較於2008年減少2.4%，可能係金融海嘯造成全球投資均減少之緣故。所以2010及2011年已恢復成長，分別達17.4%及9.7%。因此，取消外資企業租稅優惠後，對於其投資中國大陸，並未有重大影響。
The annual growth rate of GDP, the amount of total investment and FDI in China

	
	2006
	2007
	2008
	2009
	2010
	2011
	2012

	1. Annual growth rate of GDP
	12.7%
	14.2%
	9.6%
	9.2%
	10.3%
	9.2%
	7.7%

	2. Total investment in fixed assets of state

 (RMB billion)
	10,999
	13,732
	17,282
	22,459
	25,168
	31,148
	37,469

	Growth rate (year-on-year)
	23.9%
	24.8%
	25.8%
	29.9%
	12.0%
	23.7%
	20.2%

	3. The amount of actual used foreign direct investment
 (US$ billion)
	63.0
	74.7
	92.3
	90.0
	105.7
	116.0
	111.7

	Growth rate (year-on-year)
	4.4%
	18.5%
	23.5%
	-2.4%
	17.4%
	9.7%
	-3.7%


Sources: 中國大陸統計局
Ｂ：發展高科技產業
　　新稅制鼓勵企業投資高科技產業，以利產業結構轉型。根據中國大陸統計局數據，2008年實施新稅制後，投資在高科技產業及其產值有明顯的增長。
The investment in high-tech industries and total output value of high-tech industries
	 
	2005
	2008
	2009
	2010
	2011
	2012

	Investment in fixed assets of high-tech industries (RMB billion)
	214
	416
	488
	694
	946
	1,293

	Growth rate (year-on-year)
	NA
	NA
	17.3%
	42.2%
	36.3%
	36.6%

	Total output value of high-tech industries (RMB billion)
	3,436
	5,708
	6,043
	7,470
	8,843
	NA

	Growth rate (year-on-year)
	NA
	NA
	5.8%
	23.6%
	18.3%
	NA


Sources: 中國大陸統計局
Ｃ：西部低度開發地區之發展－以新疆自治區為例

　　由於之前提供的租稅優惠著重在東南沿海經濟特區，導致沿海內陸發展不均衡。2008年新稅制設計內容包括導正發展的偏差。以西部地區新疆自治區為例，企業所得稅收及相關投資均有穩定成長，但仍與西部地區的發展有很大差距。

       The amount of investment and enterprise income tax revenues in Xinjiang Region 
	
	2006
	2007
	2008
	2009
	2010
	2011
	2012

	Total investment in fixed assets of Xinjiang Region (RMB billion)
	156
	185
	225
	272
	342
	463
	615

	Growth rate (year-on-year)
	36.84%
	18.5%
	21.6%
	20.8%
	25.7%
	35.3%
	32.8%

	The amount of enterprise income tax revenue in Xinjiang Region (RMB billion)
	1.0
	1.4
	2.6
	2.8
	4.0
	6.3
	7.9

	Growth rate (year-on-year)
	33.3%
	40.0%
	85.7%
	7.6%
	42.8%
	57.5%
	25.3%


Sources: 中國大陸統計局
4.建議事項：

 　　過去30年來，中國大陸之企業所得稅經歷許多重大變革，主要係配合各階段經濟發展而有不同的租稅措施。十二五計畫預計於2015年結束，有關稅制改革的部分，不僅只有企業所得稅及個人所得稅，也包括環境稅及銷售稅，建議可以於2015年後進一步整體分析租稅政策的效果，綜合評估各種稅制之政策連結，其不論政策目標有無達成，均可作為我國推動租稅改革之參考。
（五）畢業論文：臺灣與英國金融監理制度比較之研究 (A study on the reforms of financial supervisory policies in the UK and Taiwan before and after the global financial crisis)

　　學校規定必須完成15,000字之畢業論文，選擇之指導老師是Prof. Lucia，其專長在英國及歐盟之金融政策，尤其專精於近期歐洲債務之影響與分析，亦發表許多著作及文章。論文題目之選訂係與導師討論並修正之結果，以下謹就該研究之內容做重點摘述。
1.研究主題：臺灣與英國金融監理制度比較之研究
    2007年緣於美國的次貸危機造成金融海嘯，影響了全世界金融體系的安定。其中金融監理的脆弱性，亦加速其惡化。Quaglia (2010)主張金融服務業治理，不僅包括市場法規的制定(rule setting)，也強調監理的執行(rule implementation)。本研究的目的在比較英國與我國在金融制理方面的發展路徑，分析在金融海嘯前後兩國對於金融監理政策的異同。研究內容包括：單一監理機構之合理性、中央銀行之角色、英國金融監理改革之歷程、我國金融監理之重新啟動，以及從垂直與水平的角度對照，分析兩國金融監理之異同，尤其在金融海嘯凸顯金融監理缺失後，兩者轉向強化總體審慎監及消費者保護之路徑。
2.研究過程：

(1)研究限制：第一，本研究並非對引起次貸危機之原因加以分析；第二，本研究僅對英國與我國之關鍵金融監理政策作比較，並非廣泛性或無深度進行全面研究；第三，本研究並非在評估金融監理政策的成功或失敗，亦或進行成本效益分析，相對地，本研究係透過多元化觀點來探討金融監理之軌跡。

(2)主要論據與爭點：
　 國際貨幣基金(2009)說明引起全球金融危機的因素很多，其中未考慮系統性風險的發生，是重要的原因。其主張中央銀行應負較廣泛的審慎監理工作。Minsky (1992)提出金融不穩定假說，說明金融市場的脆弱性是內生的，因此需要外在的干預，例如政府法規進行動態調整執行，以維持一個穩定的狀態。有關單一監理機構之爭論部分，Wall & Eisenbeis (2000)主張單一監理機構可以避免監理架構重疊及多元監理機關之盲點。但Goodhart (1998)主張單一機構雖可減少機構成本，卻增加遵循及結構成本。Kane (1996)說明單一監理機構將使得該機構擁有過大的權力並呈現官僚文化。雖然針對單一監理機構的妥適性出現許多爭議，然從英國金融服務管理局(Financial Services Authority, FSA)及我國金融監督管理委員會(Financial Supervisory Commission, FSC)之成立，可以看出整合監理機構是國際發展之趨勢。
Ａ. 單一監理機構與複數監理機構之爭議：發生金融海嘯以來，針對監理機關的整合或分割程度，一直被各方探討。可以分下列幾點探討：
I. 贊成單一機構理由： 

　i. 監理有效性及完整性：單一監理機構必須負責所有監理工作，因此，就理論上而言將較有效率。Llewellyn (1999)指出單一監理機構可有效減少複數機構造成的監理缺漏。另外針對同一類型之金融活動，複數監理機構間亦可能產生法規套利的情形(Moshirian, 2011)。
 ii. 規模經濟：Abrams & Taylor (2001)主張單一監理機構的勞力、資源投入及相關訊息之獲取，由於規模經濟之因素，會較有效率。若從民眾角度而言，複數監理機構會讓消費者遇到金融相關問題時，不易找到對應窗口，引起抱怨。Carmichael (2004)亦主張單一監理機構可以有效地配置有限資源。另外，Ferran (2003)指出英國在減少監理成本方面，表現突出，美國的監理成本是其18倍，一般相信是英國在成立金融服務管理局後，減少不必要的成本浪費。
II. 反對單一機構理由：Goodhart (1998)主張單一機構雖可減少機構成本，但卻增加遵循及結構成本，且單一機構雖監理所有金融業務，但卻無法密切監控各項金融活動。另外，Abrams & Taylor (2000)強調成功建立單一監理機構必須有眾多因素的配合，例如素質高的職員、豐富的資源、監理目標明確、有效執行權力，以及該機構的獨立性等。基此，培養監理能力將較監理結構是否單一化來得重要。
III. 國際趨勢：事實上金融監理機構單一化並不能視為國際主要潮流；然而近20年來整合過多機構之國家有增加之趨勢。例如，挪威(1986年)、瑞典(1991年)、英國(1997年)、奧地利(2002年)、德國(2002年)、芬蘭(2009年)等。針對監理結構之適當性，Carmichael (2004)主張不能選擇完全整合或完全分割的極端方式，也就是說，沒有一個最適的結構能適用在所有國家上。
Ｂ. 中央銀行的角色

 I. 傳統中央銀行的角色包括金融機構之監理，然而近20年來中央銀行的功能已有轉變，特別在已開發國家及新興發展國家，大多將金融機構監理的業務移轉出去。Herring & Carmassi (2008)指出傳統的金融監理包括三部分：總體審慎監理、個體審慎監理及金融行為監理。總體審慎監理強調整體金融體系之健全性及消除整體市場的風險因子，另個體審慎監理則重視個別機構的經營風險與安全。金融行為監理係強調消費者保護以確保金融機構對待所有客戶能公平及誠實。
 II. Herring & Carmassi (2008)指出中央銀行必須承擔金融危機事件最後流動性提供者的義務，所以傳統央行的功能包括總體及個體審慎金融監理。也由於如此，中央銀必須在第一時間取得個別銀行的流動性情形的相關資訊。因此，中央銀行負責監理金融機構是最有效率的。Abrams & Taylor (2001)強調倘由中央銀行負責監理工作，將可避免法規被政治化，尤其是在開發中國家地區。
III.由中央銀行監管金融機構也有反對的見解，Goodhart & Schoenmaker(1995)指出貨幣政策與金融監理的工作若由同一機構負責，會使得貨幣政策較為鬆散(loose)，亦會發生利益衝突的情形。Briault (1999)主張央行的政策不應受政治力之介入，如果其負責業務過廣，將會損及其獨立性。從實證經驗看，Barth (2001)說明在央行負責金融監理下，金融機構的業務活動會較受限制。但Goodhart & Schoenmaker (1995)分析1980年代24個國家104家銀行的資料，發現若由中央銀行同時負責金融監理及貨幣政策，產生銀行倒閉的情形將較少。
(3)從歷史觀點分析英國金融改革
  倫敦為全球金融中心，因此英國歷次之金融改革均引起全球之矚目。本研究擬將英國改革區分為三階段，第一階段討論1997年英國金融服務管理局成立前的歷程；第二階段討論1997年英國金融服務管理局成立後到發生全球金融危機間之發展；第三階段討論金融危機後之改革。
Ａ. 1997年英國金融服務管理局成立前之改革發展
 I. 在成立英國金融服務管理局之前，英格蘭銀行(Bank of England,英國之中央銀行)負起金融監理之責任。Markham (2002)指出該期間對於金融機構監理之執行尚非正式及強制，尤其二次大戰後，英格蘭銀行所採取非正式之監理手段，仍持續有效。探究原因，主要是因為英格蘭銀行與主要清算銀行之關係十分密切，所以能透過道德勸說方式來影響金融機構的營運情形。另外首相Margaret Thatcher為與世界其他主要金融中心競爭，在1980年代採用法規鬆綁及自由化的手段，1986年更大幅度減少監管（稱之為金融大爆炸；Big Bang)，進一步使英國金融市場有巨大的改變，例如銀行可以跨業從事證券或保險的業務等。結果造成跨國籍的外國銀行爭相進入英國金融產業成立分支機構，以擴展業務。惟大幅開放的後果，亦出現許多問題銀行，例如1984年Johnson Matthey Bankers、1991年the Bank of Credit and Commerce International及1995年Barings Bank，其均顯示英格蘭銀行缺少全面性的監管能力(Schooner & Taylor, 1999; Ferran, 2003)。
II.上述問題可以將原因歸結為由於英格蘭銀行與金融機構間的過密關係，使得英格蘭銀行無法有效採取嚴厲手段解決銀行的問題。另一方面，英格蘭銀行必須思考監理採取非正式及具彈性的作法，是否適宜。Schooner & Taylor (1999)即指出英格蘭銀行擁有相當權力卻不願意使用。1997年英國財政大臣Gordon Brown考量由英格蘭銀行或自律機構負責金融監理工作，已產生責任無法釐清的情形，特別是金融機構從事跨業經營活動時，已出現法規套利、逃漏稅、內線交易及洗錢的違法情事。基此，英國決定整合相關監理機構，成立金融服務管理局，統一負責銀行、證券、保險的監理工作。
Ｂ. 1997年英國金融服務管理局成立後到發生全球金融危機間之發展
Ｉ. 在此期間英國金融監理之工作，係由金融服務管理局、財政部及英 格蘭銀行 共同負責，形成所謂的三角監理結構(tripartite structure)。

  i. 金融服務管理局：專責英國金融服務業之監理，包含證券、期貨及保險業的金融監理、檢查、處分等工作，亦負責對證券交割及清算銀行之監理。
 ii. 英格蘭銀行：英國的中央銀行，專則貨幣政策之執行及支付系統之監控。透過支付系統的監控，英格蘭銀行能及時瞭解銀行潛在風險及對金融市場穩定性之影響。
 iii. 財政部：雖然金融監理工作屬英格蘭銀行及金融服務管理局職責，一旦金融體係發生潛在危機或弊案時，將影響整體系統穩定，財政部亦要配合採取相關措施解決。另財政部亦要負責整體金融市場之金融法案立法工程。
   英國雖然不是第一個整合金融監理機構的國家，然其成立金融服務管理局，確實加速全球金融監理機構整併之趨勢(Masciandaro & Quintyn, 2009)。根據金融服務市場法(Financial Services and Markets Act, 2000)規定，金融服務管理局被賦予監理所有金融機構之權利與義務，並消除原有法規之重疊架構。另外，英國上市管理局(the UK Listing Authority, UKLA)也在2000年5月移轉到英國金融服務管理局管轄。總計當時有12,000間公司係由金融服務管理局監管(Davies, 2004)。很明顯地，英國政府係要改變原來在金融市場採自律規範之文化，賦予金融服務管理局獨立之權利，其財源來自金融機構繳交之年費及檢查費。
II. 金融海嘯在倫敦金融城蔓延

　 英格蘭銀行發布的2008年金融穩定報告指出，金融危機緣自於信貸不斷擴張的結果。低流動性及信用不良的借貸造成企業資產的不確定性，特別是金融商品高度槓桿操作形成不動產的泡沫化，進而使得銀行間各項交易不活絡，金融商品流動停滯。雖然次貸危機緣於美國，但因為倫敦是世界主要金融中心，英國所受之影響，亦十分嚴重。隨美國Bear Stearns倒閉後，英國Northern Rock Bank隨之要求紓困，引發了流動性危機。
III. 英國對金融危機之立即反應措施

   根據英格蘭銀行統計，迄2008年10月止，英國的前六大銀行估計損失超過1,000億英鎊。10月8日政府提出總值5,000億英鎊的銀行紓困計畫：第一，由英格蘭銀行的特殊流動性計畫，提供至少2,000億英鎊的短期貸款。第二，政府出面購買問題銀行股份，出資額達500億英鎊，此亦達成部分銀行國營化之目的。第三，新增之短中期銀行借款由政府提供保證，金額達2,500億英鎊。借由上述緊急措施，來防止金融機構的連鎖倒閉，並恢復市場信心。
C. 金融危機後之改革

I. 金融市場改革計畫 (Reforming Financial Markets)

   英國就金融海嘯實施多項改革計畫，包括2009年修正銀行法、發布透納報告(Turner review;主要係金融法規改革建議)及華克報告(Walker report;主要係公司治理之強化)等。最重要的是財政部發布的金融市場改革計畫，包括下列兩部分：
  i. 重建銀行監理體系：包括2009年修正銀行法案－著重於強化英格蘭銀行的監理能力、提供主管機關處理問題銀行的法源基礎，以及加速賠付或存款移轉作業等機制；銀行監理改革－強化資本與流動性要求，確保銀行能充分應付所有風險；公司治理改革－以透納報告為基礎，制定一套符合金融機構公司治理之準則。

ii. 進一步改革方向：包括採取更有效之審慎監理規範、改進系統風險管理、保護納稅人權益及加強消費者保護等。

 II. 金融監理機構之調整

　 2010年保守黨於選舉勝出，隨即宣布推動金融改革法案，恢復英格蘭銀行的金融監理權力，廢除所謂的「三角支柱」架構—央行、財政部及金融服務管理局共同承擔監理責任。該重大法案於2012年12月通過，英格蘭銀行於2013年4月被賦予監理金融市場之權利與義務。重點如下：
i. 裁撤金融服務管理局，改設審慎監理局(Prudential Regulatory Authority; PRA)及金融市場行為管理局(Financial Conduct Authority; FCA)。

ii. 恢復英格蘭銀行權力：將新成立的審慎監理局置於英格蘭銀行的組織架構內，由英格蘭銀行負責總體審慎及個體審慎的監理事宜。亦即英格蘭銀行重拾金融監理權。另金融市場行為管理局主要係負責消費者方面的保護工作。形成金融監理與消費者保護為主的雙峰金融監理機制(Twin-Peaks Approach)
iii. 在英格蘭銀行設置金融政策委員會(Financial Policy Committee)，由英格蘭銀行總裁擔任主席（功能類似貨幣政策委員會負責貨幣政策的決策），金融政策委員會負責總體審慎監理，係金融監理政策的最高決策單位，負責制定維持金融穩定的相關措施，而新設的審慎監理局則為金融政策措施的執行單位。
(4)評析我國金融監理之改革工程
  經濟學人雜誌(2000)指出臺灣政府瞭解其外交上在全球的困境，因此，對於每次全球性的危機，臺灣都審慎積極面對及處理。Majone (1996)指出監管改革包括監管鬆綁與鬆綁後之再監管。我國金融監理之歷程，呈現出監管-監管鬆綁-鬆綁後再監管的路徑。本研究擬將我國改革比照分析英國之方式區分為三階段，第一階段討論2004年金融監督管理委員會（下稱金管會）成立前的歷程；第二階段討論金管會成立後到發生全球金融危機間之發展；第三階段討論金融危機後之改革。
Ａ. 2004年成立金管會前之金融監理歷程

   Johnson (1982)指出日本經濟發展在1980年代為何成功的原因，主要是由於政府成功制定產業導向的優先策略，並透過行政指導方式讓民間支持，其稱之為國家發展理論(the theory of developmental state)。White (1988)說明臺灣的許多特質類似於日本，國家發展理論亦能適用在臺灣。另外，Wade (1986)強調臺灣政府有效引導國家銀行存款進行投資，成為當時金融產業政策的一環。 
I. 1990年代初期進入銀行產業之門檻嚴苛，並且對於銀行規模亦有限制。另政府對於擁有銀行全部或部分股權，表示政府高度介入金融及經濟發展政策(Liu & Hsu, 2006)。直到1989年修正銀行法，允許新銀行設立，且1991年起公營銀行亦開始私有化，McKinnon (1991)稱之當時臺灣金融發展之歷程，已由管制型的監理轉變為市場導向的監理。
II. 財政部負責金融監理工作

   在金管會成立前，係由財政部負責銀行、證券及保險之金融監理工作。但有關金融檢查部分，係由中央銀行、財政部及中央存保公司共同負責。1990年代金融自由化之結果，造成市場上出現銀行家數過多的問題，銀行家數由1993年的24家上升至2001年的53家，但股本報酬率(ROE)卻由20.7%下降到7.3%。競爭結果導致銀行利率不斷下降，銀行經營的問題隨之浮出。
  為解決金融機構過剩的問題，2000年12月制定金融機構合併法，提供金融機構相互合併的法源。另一方面，金融重建基金在2001年7月建制，目的在處理問題金融機構。最後，並於2001年11月制定金融控股公司法，在金融控股架構下允許跨業經營。直到2003年底，共計14家成立金融控股公司。金融控股公司法的設立，被視我國金融改革的重要工程之一。
Ｂ. 2004年我國金管會成立後到發生全球金融危機間之發展
 I. 金管會成立後，金融檢查權即由中央銀行轉移到金管會，其成立之目的在提供一個公平及健全的金融市場經營環境。另一方面， 金管會及中央銀行與相關機構，透過金融聯繫會議之定期召開，討論相互合作事宜，防止金融危機的產生。但是金管會在成立初期，亦受外界質疑其獨立、廉潔及公正的角色，包括2005年檢查局前局長李進誠涉嫌股市禿鷹案，2006年前金管會主委龔照勝涉嫌在其前國營企業任職期間貪汙案，2007年前金管會委員林忠正涉嫌貪汙案等，均嚴重影響金管會之聲譽。
II. 我國對金融海嘯之立即反應措施
   Sachs (2008)指出亞洲國家擁有大量的外匯存底，係面臨金融海嘯後能迅速復原的原因之一。Nanto (2009)更強調許多亞洲經濟體系包括中國大陸、日本、南韓、臺灣及新加坡，迅速推出有效的財政及貨幣激勵措施，使得國內投資及消費可以快速恢復。另外亞洲國家的金融機構亦相對健全，所以亞洲國家較西方國家受影響較為輕微。例如，中國大陸、南韓、臺灣及新加坡的資本市場從2009年1月到7月止，股價指數已反彈達40%以上。
  我國受到金融海嘯的衝擊不像英美國家來得嚴重，短期金融體系並無重大影響，其中政府的立即因應措施，是重要原因之一。我國在2008年9月即發布經濟振興方案，並採取一連串貨幣政策、財政政策及金融穩定政策，以刺激內需及穩定民眾信心。
 i. 貨幣政策方面：包括調降存款準備率2.375%，以挹注貨幣市場流動性；放寬附買回交易對手之限制及交易期間延長至180天。
ii. 財政政策方面：包括實施4年期公共投資計畫；發行消費券刺激民間消費；降低遺產及贈與稅稅率由50%至10%等。

iii. 金融穩定措施：包括政府立即宣布民眾存款受政府保障；股票市場跌幅由7%調降至3.5%與限制150檔大型股票平盤下放空；鼓勵上市櫃公司買回庫藏股等。
   經由刺激經濟的相關措施，我國經濟已回復動能，經統計2010年的經濟成長率已 較2008年增加了10.1%。
C. 金融危機後之改革

   我國在金融海嘯後，實施一連串改革，主要包括強化審慎監理及強化投資人及消費者保護等方面。
  I. 成立金融消費評議中心

    金融海嘯後，消費者保護議題受到主要國家之重視。我國於2011年發布金融消  費者保護法，並參考英國金融公評服務機構(Financial Ombudsman Service Ltd.)之設置架構，在2012年成立金融消費評議中心，藉此建立金融消費爭議處理機制，落實強化金融消費者保護各項措施。
 II. 強化監理措施

    金管會實施一連串之強化監理措施，包括：增加資本適足與風險管理、加強公司治理與薪酬政策、打擊金融犯罪與內線炒作等。此外並建造國人理財平台，並且在兩岸經濟合作架構協議(ECFA)框架下展開與中國大陸之金融產業交流活動。

III. 調整金管會組織架構

    鑒於金融市場之決策之有效性，且金融法規不允許有模糊地帶，原先的委員合議制更能較無法彰顯，金管會之組織結構遂於2012年7月由委員制改為首長制，維金管會仍係委員制，其委員僅具諮詢之功能，並由財政部、經濟部及法務部相關單位代表加入委員會，確保政策擬定及執行更具完整性。

3. 研究發現：

(1)英國部分

Ａ：有關成立金融服務管理局之爭議
   英格蘭銀行未妥善處理1995年Barings Bank事件，是1997年成立金融服務管理局之重要原因，但亦有部分金融監理者認為任其倒閉是正確方向(Davies, 2004)。另外，中央銀行負責貨幣政策與金融監理政策，會產生利益衝突問題，故將金融監理業務由英格蘭銀行獨立出來，可以進一步確保中央銀行貨幣政策的獨立性(Briault, 1999)，所以金融監理業務統一由金融服務管理局負責，將較容易監管愈趨複雜的金融活動。然而，Goodhart (1995)卻強調貨幣政策及金融監理政策統一由中央銀行負責，可以方便監理金融活動，瞭解金融產業的實際運作。
   以政治角度分析為何英國短期間即決定改變金融監理架構的原因，係政策制定者發現英格蘭銀行以差異化方式來管理金融機構已出現盲點，民眾對問題銀行之處理亦有不滿，在此氛圍下，促使政策制定者改變之前的監理方式，決定成立金融服務管理局。
Ｂ：英格蘭銀行與金融服務管理局之角色模糊

　 依據金融服務市場法規定，金融服務管理局之目的包括維持金融市場之信心，另按三方支柱備忘錄規定，該局亦係金融機構之主管機關，須負審慎監理之責。然而備忘錄也對英格蘭銀行之角色，說明應對整體金融市場承擔更廣泛之責任。可見兩主管機關之權責劃分尚非清楚。　

Ｃ：英國針對金融危機之即時措施，成功傳遞到歐盟

　 政策傳遞指某一政治體系的政策、管理技能及知識等，被另一個政治體系所使用(Dolowitz & Marsh, 1996)。由於英國所採取的緊急紓困計畫簡單明確，故隨即由歐盟採用來恢復市場信心。Quaglia (2009)說明英國措施已成功上傳(upload)到歐盟階層，並由歐盟各會員國下載(download)參考使用。
Ｄ：全球金融危機後，金融監理由原則基礎(principles based)轉變為規則基礎(ruled based)

   金融海嘯前，英國對金融機構的管理係採取原則監理，尊重市場機制，換言之，其乃秉持自由化與高度競爭之一脈傳統。Quaglia(2010)指出透過金融機構主動參與法案的諮詢、草擬及實施，係當時英國金融監理的方式，但此種方式無法避免金融危機的發生。經過金融海嘯後，英國從新賦予監理者大量的監管權力，以維持金融市場穩定，此即為規則基礎的監理。 　
(2)我國部分
Ａ. 有關成立金管會之爭議
　　財政部之前負責所有金融監理、賦稅及國庫管理業務，範圍十分龐雜，因此產生了監理盲點。類似英國金融服務管理局，我國整合相關金融監理機關，成立金管會，以減少利益衝突及跨業監理重疊的情形，並且避免財政部無法有效監理金融市場之疑慮。然而儘管社會精英主張財政部分權的監管改革，立法過程卻十分緩慢，因為就財政部立場而言，分權將使得其對金融市場的控制力變小，自然不願強力促使法案通過(Chen, 2007)。另一方面，金融機構對原先的監理模式已產生路徑依賴(path dependence)，造成改革並不迫切。比較金控公司在2001年已經可以設立，金管會因立法因素遲至2004年才成立，中間雖然仍歸財政部管轄，但對於金融體系之監理完整性，似有一定之影響。
Ｂ. 提升我國金融市場競爭力
　　為了要擴大我國金融市場規模，金管會進行法規鬆綁進一步與國際接軌，並提升金融機構競爭力。根據世界經濟論壇(WEF)有關全球競爭力之報告，2008-2009年我國在金融市場發展項目排名全球第58名，同期間英國排名第5名。經過政府努力提升競爭力後，2013-2014年我國已上升至第17名，有十足之進步。
(3)我國與英國金融監理政策之重點比較

Ａ. 本研究均區分三個階段分析我國與英國之金融監理改革歷程，第一階段是成立金管會或金融服務管理局之前。第二階段是成立上開主管機關後到金融海嘯前之發展。第三階段則是金融海嘯後之進展。可以發現英國之監理政策路徑已由市場導向的放任方式，改變為加強監管型態。另我國則是呈現出監管、監管鬆綁、鬆綁後再監管的路徑。
Ｂ. 英國於1997年成立金融服務管理局，我國則於2004年成立金管會。兩機關均負責金融機構包括銀行、證券、保險的監理工作。相同的是在成立初期均面臨外界批評的聲音，例如金融服務管理局採取之輕度管理原則，以及金管會面臨官員貪腐問題。經過金融海嘯後，英國調整監理架構，廢除金融服務管理局，並將其業務轉移至英格蘭銀行，強調審慎監理及消費者保護。而我國亦調整金管會之組織結構，改採首長制。以改制後之首長權力而言，英格蘭銀行主席及金管會主委之監理權力均明顯的增加。
Ｃ. 比較我國與英國現行之監理架構如下圖示：

The comparison of the UK and Taiwan regarding the financial supervisory structure

	
	Macro Prudential
	Micro Prudential
	Conduct of Business

	The UK
	The Bank of England
	Financial Conduct Authority

	Taiwan
	The Central Bank (Taiwan)
	
	

	
	The Financial Supervisory Commission


英國採取雙峰政策，分別由英格蘭銀行及金融行為管理局分別負責審慎監理及消費者保護工作。我國總體慎監理工作由中央銀行及金管會共同負責，個體審慎監理及金融市場行為的監理業務則由金管會負責。
4.建議事項：

    我國政府於金融海嘯後持續加強各項監理措施，以建構完善的金融市場及維持金融運作的穩定。有關總體審慎監理措施，亦為已開發國家所不斷強化之處，因此加強各監理機關間的相互合作，將能有效預警系統性風險的發生，即早採取相關因應措施。故為有效預防及消除系統危機，建議目前由中央銀行及金管會為主所組成的金融監理聯繫小組，針對於特定跨業或特定問題，於必要時可以提升至行政院層級召集，達成跨產業之監理合作及溝通之有效性。
參、心得與建議
　　誠心感謝本會首長及本局長官允許並推薦，蒙獲「行政院選送優秀公務人員國外進修實施計畫」選送公務員。在金管會服務一段時間之後還有機會出國進修，充實學術知識及相關技能，心中充滿了感激。由於過去主修經濟與財稅，在單位服務的期間，深感公共管理理論的重要，在英進修期間修習公共管理相關課程也讓我獲益良多，期盼對未來工作有所貢獻。

　　約克大學公共政策與管理碩士學程的教學與課程相當實用，藉由進修公共政策與行政管理必修之相關學科，包括政策分析、政府治理、政策傳遞及政府財政管理等，深入研究過去國際重大公共政策之形成、執行與後續評估之有效性。教授在課堂上除了講授各種理論與學術研究外，也特別重視個案教學與討論，透過與講師與同學之研討，尋找問題及思考答案，更能刺激自己從不同角度切入，並瞭解不同國家學生的思考邏輯與學習態度。尤其在第三學期進行論文研究，過程中不斷與教授討論研究過程，匯整相關理論，並發展自己批判的觀點，其學習經驗十分寶貴。
　　本碩士學程進修過程，針對相關主題之研究，擬具相關建議如下：

一、有關「倡議聯盟理論在我國證所稅事件之運用」部分：建議政府應建置跨域協調機制，強化媒體溝通，以減少政策的推動衝撞，擴大前瞻思考範圍。
二、有關「臺灣財政分權化過程之優劣評析」部分：中央政府的政策制定者應逐漸釋放財政權利與義務給地方政府，且所有中央及地方之相關人員必須具備政策學習的技巧。另分權化過程中必須透明化，以逐漸消彌目前我國中央及地方政府關於財政分配協商過程中的磨擦現象。
三、有關「從理論及實證觀點探討所得稅採行單一稅率是否較累進稅率更簡單及合適」部分：建議減少我國稅制之免稅所得與扣除額項目，以擴大原本被嚴重侵蝕的稅基。
四、有關「評析中國大陸之企業所得稅改革」部分：建議可以於中國大陸第十二個五年計畫在2015年後結束後，進一步整體分析中國大陸租稅政策的效果，綜合評估各種稅制之政策連結，分析中國大陸有關經濟發展及提升人民所得之政策目標達成情形。
五、有關「臺灣與英國金融監理制度比較之研究」部分：建議目前由中央銀行及金管會為主所組成的金融監理聯繫小組，針對於特定跨業或特定問題，建議於必要時可以提升至行政院層級召集，達成跨產業之監理合作及溝通之有效性。 
以上建議謹提供未來執行相關公共管理工作之參考，以健全我國金融及財政之發展。
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Abstract

This thesis discusses the development of the UK and Taiwan’s financial supervisory systems before and after the global financial crisis.  It adopts the method of comparative historical analysis (vertical view) and comparative case study (horizontal view) from economic and political perspectives in the UK and Taiwan.  As for the overall paths that both countries have followed, the trajectory of financial supervision in the UK has changed from a market-oriented system to a regulatory one; that is, from the ‘principles based’ regulation to the ‘rules based’ regime.  On the other hand, the process undergone in Taiwan is firstly from a controlling economy to a market-oriented one, and then secondly turning towards a regulatory regime after the crisis, which may be characterized as a series of regulation, de-regulation and re-regulation.  With regards to the supervisory structure, the UK abolished the FSA and transferred the power to the Bank of England after the global financial crisis, it can be seen that the UK has put emphasis upon the areas of prudential regulation and consumer protection, which is called the Twin-Peaks Approach.  On the contrary, Taiwan did not eliminate the FSC, but adjusted the organizational structure from a commission system to a single-head management system, thus making it a more hierarchical organization.  It could be concluded that both countries converged towards regulatory states in the aftermath of the crisis
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Chapter 1  

Introduction 

The sub-prime problems, which originated in the USA in 2007, influenced financial sectors worldwide, thereafter leading to the global financial crisis. The economy in the world has been struck unprecedentedly since the Great Depression (Moshirian, 2011).  Notably, financial fragility facilitated the creation of turmoil.  Indeed, the global financial crisis was not an accident, but the inevitable outcome of structural instability and improper financial services governance.  Quaglia (2010: 11) states that financial services governance encompasses not only market regulation (rule setting), but also supervision (rule implementation).  The objective of this study is to focus on the financial governance trajectory of both the UK and Taiwan, which can be recognized as a developed (or Western) country, and a developing (or Asian) country.  Furthermore, this study will also include a comparison of both countries’ financial policies before and after the global financial crisis. 

1.1 Thematic structure of the study – research objectives and questions 

There are two key events in this research: the establishment of financial supervisory authority and the emergence of the global financial crisis, both of which provide support to the research framework.  These key events are used to enable further division of the research into three stages, with a view to mapping and discussing the intricacy of financial reforms in both the UK and Taiwan.  Furthermore, policymaking processes and their outcomes will be analyzed systematically.  In brief, by taking a historical approach, this study emphasizes different perspectives on how financial policies were shaped.  Moreover, by comparing the supervisory measures of the two regimes, it will explore the weaknesses of governance structure with regards to macro-prudential regulation and consumer protection.  Therefore, the goal of this study is to address the following research questions: What is the best mode for financial supervision, a single agency or multiple supervisors? Should it be within or outside the central bank?  What is the regulatory path concerning financial supervision in the UK and Taiwan?  To what extent has the global financial crisis impacted on financial markets in both countries, and what are their responses?  Have the policies of governance led to convergence or divergence in the blurring of market boundaries, especially in the aftermath of turmoil? 

1.2 Caveats and limitations

Turning to the limitations of this research, there are three main aspects that come with caveats.  Firstly, the study does not put much emphasis upon analyzing the causes of sub-prime mortgage problems, even though the subsequent content does discuss the global imbalance of the economy to explain the change in supervisory structure.  The second limitation is that this study focuses on key financial policies to compare similarities or show diversities between the UK and Taiwan.  More generally, it would be too extensive and overambitious to analyze each policy without any depth.   Finally, this study does not cover assessing the success or failure of regulatory measures, and nor is there any analysis of the cost-benefit of policies.  Instead, it discusses the financial governance trajectory and development from a pluralistic view.   

1.3 Brief arguments about financial supervision
The International Monetary Fund (IMF) states that there were many factors that caused the global financial crisis; however, the build up of systemic risks which was not taken into account, has continually been stressed (IMF, 2009).  It highlights that a broader macro-prudential supervision must be adopted by central banks.  Furthermore, according to the ‘financial instability hypothesis’ proposed by Minsky (1992), financial market fragility is endogenous, and needs an exogenous reaction, such as the implementation of regulation, to maintain a stable condition.  This clearly suggests that the government must intervene in order to control instability within the financial system.  Therefore, the appropriate structure of supervisory authority that should be adopted for financial stability is debated.  

Wall and Eisenbeis (2000) claim that a single regulator can prevent any overlapping or loopholes that derive from a multiple structure.  However, Goodhart et al. (1998) state that a single structure may increase ‘compliance and structural’ costs, despite decreasing ‘institutional’ costs.  Conceptually, a single regulator may be too powerful and bureaucratic (Kane, 1996).  Although this issue may be debatable, as is suggested by the establishment of the Financial Services Authority (FSA) in the UK and the Financial Supervisory Commission (FSC) in Taiwan, there appears to be a general trend towards decreasing the number of excessive agencies and integrating supervisory arrangements. 

With regards to arguments about the role of a central bank, Herring and Carmassi (2008) claim that a central bank should involve the function of both macro and micro prudential supervision, due to the ‘lender of last resort’, in an event of bank failure.  However, if financial supervision and monetary policy were taken in charge by a central bank, it may prompt questions about independent monetary policy as well as conflicts of interest (Briault, 1999).  This issue remains arguable, particularly after the financial crisis.  For instance, the Bank of England (BoE) and the Taiwan Central Bank bear different functions concerning financial stability. 
1.4 Dissertation structure 

The organization of the study is as follows.  Chapter 2 discusses existing literature on the rationale behind a single regulator system, arguments about institutional and functional regulation, as well as the role of the central bank.  Apart from the literature review, it elaborates on the research design used to construct the framework of this study.  Chapter 3 presents an analysis of financial reforms in the UK from a historical perspective.  Chapter 4 analyzes the reengineering of financial supervision in Taiwan.  Chapters 3 and 4 both use the establishment of financial supervisory authority and the emergence of the global financial crisis as key events for mapping the development of financial reforms.  Finally, chapter 5 compares the main supervisory measures between the two countries and highlights the general findings of this study.

Chapter 2  

Literature review and research design 

There are two sections in this chapter.  The first section presents a literature review relating to financial supervisory structure, including the rationale behind having a single regulatory system, arguments about institutional and functional regulation, as well as the role of the central bank.  The second section will clarify the research design used as the foundation of this study; in doing so, the methodologies of comparative historical analysis and comparative case study will be elucidated. 

2.1 Literature review relating to financial supervisory structure 

The widespread concept of liberalization in financial system has changed the operation of regulation and supervision.  However, this liberalization also encourages the occurrence of risks, one of the main factors that led to the global turmoil.  Many countries have therefore considered how the structure of supervisory authority could be enhanced.  In addition, liberalization has also raised numerous discussions regarding the appropriate degree of integration or separation, and whether this could improve regulatory effectiveness and reduce accompanied risks (Carmichael, 2004).  

2.1.1 The rationale behind having a single regulatory system  

A single regulatory agency means that all aspects of regulation are covered by one mega authority (Llewellyn, 2004).  Is a single regulatory agency better than multiple agencies, however?  There have been a lot of debates among scholars about this issue.  The main arguments for a single regulatory authority can be characterized as follows.

I. Supervisory effectiveness and soundness 

Intuitively, it is assumed that if an integrated authority takes charge of all fields of regulation, the supervision would be more efficient.  For example, a famous change in regulatory structure came about with the creation of the FSA in the UK in 1997.  This eliminated diversified regulatory agencies, and instead integrated everything into one single authority with the power for supervision (Llewellyn, 2004).  In addition, as banking organizations grow more complicated and shift into the form of a ‘universal bank’, a consolidated authority can improve the capability of management (Schooner and Taylor, 2003).  In other words, a single agency can reduce any gaps that may have arisen within a financial system made up of several agencies (Llewellyn, 1999).

As for a multiple-agency structure, this has the possibility of creating ‘regulatory arbitrage’ when there are inconsistent regulations dealing with the same type of conduct among different agencies  More importantly, regulatory arbitrage would lead multiple supervisory authorities into a ‘competition on laxity’ (Abrams and Taylor, 2001).  Wall and Eisenbeis (2000) also stress that a single authority can help avoid any overlapping or loopholes that might derive from a multiple supervisory structure, and effectively resolve any conflicts in goals between different agencies.
II. Economies of scale 

The scale of a single supervisory agency is larger than a separate one.  Therefore, labour and other inputs will be operated efficiently, as well as the acquisition of information (Abrams and Taylor, 2001).  Carmichael (2004) states that this kind of structure could escalate the economies of scale and allocate limited resources efficiently.  In addition, as the scope of financial activities becomes greater, a single structure might be more efficient in supervising these activities (Briault, 1999).

With regards to the perspective of the general public, in a multiple-agency structure, it might not be clear to consumers which agency could provide assistance.  In contrast, a single regulator could provide a single contacting window for those consumers and financial institutions (Abrams and Taylor, 2001).  Furthermore, it may be more transparent and simpler for the general public to comprehend.
As for the arguments against having a mega agency, Goodhart et al. (1998) claim that a single institutional structure with an inappropriate regulatory regime, such as the spectrum being too extensive, would increase ‘compliance and structural’ costs, despite lowering ‘institutional’ costs.  Although a single regulator could be powerful, the power might be excessive (Kane, 1996) and too bureaucratic (Llewellyn, 1999).  Conceptually, a single authority responsible for all supervision, would not keep a close watch on activities.  Thereafter, without question, considerable tolerance for the troubled institutions would occur. 

Moreover, Abrams and Taylor (2000) highlight that establishing a single regulatory agency successfully depends on factors such as highly qualified staff, rich resources, and an independent agency to engage in supervision.  Besides, there are also essential prerequisites, such as clear objectives and enforcement powers, should be met in order for supervision to be effective.  On this basis, more attention should be paid to the development of supervisory capacity than to the aspect of regulatory structure.  The latter is only a contributory factor in the achievement of effective supervision.  

The above arguments are primarily based on theory or logical analysis.  Turning to the issue of empirical evidence, Barth et al. (2001) compare the structures of banking supervision around the world, and point out that banks under a single regulatory system perform better, but that adopting a single or multiple system is unrelated to supervisory competencies and responsibilities.  In addition, Ferran (2003) shows that the financial supervisory cost of the UK ranked second in the world in terms of spending less, while the United States’ cost was 18 times that of the UK.  It is generally believed that the FSA allocated resources on higher-risk issues, thus reducing unnecessary waste and the cost of supervision.
In fact, a single regulatory system cannot be regarded as the prominent majority around the world.  However, the number of integrated supervisory agencies has increased over the last two decades.  For example, European countries such as Norway in 1986, Sweden in 1991, the UK in 1997, Austria in 2002, Germany in 2002 and Finland in 2009, together with countries outside Europe such as Colombia, Korea and Japan, have all established unified regulatory agencies to supervise entire financial systems (Masciandaro and Quintyn, 2009).  Unexpectedly, the financial crisis shocked policymakers due to the supervisory regime encountering unprecedented turmoil.  Therefore, this challenge compelled those policymakers to consider the design of the regulatory structure and whether it should be integrated or not.  In particular, some studies analyze the change from the perspective of political economy, arguing that political actors have played essential roles in driving the reform of the supervisory structure (Masciandaro and Quintyn, 2008).  In terms of an appropriate regulatory structure, it might be unacceptable to choose either the extremes of full integration or total fragmentation (Carmichael, 2004).  However, it would seem that there is a trend towards decreasing the number of excessive agencies.  In brief, there is no perfect structural form that can be applied in all countries.  Indeed, it appears that the optimal model and degree of integration are unique to each country.

2.1.2 Arguments about Institutional or Functional Regulation

The multiple-agency structure encompasses two distinct systems: Institutional and Functional Regulation. Institutional Regulation (or so-called Entity-Based Regulation) refers to the supervisory jurisdiction of financial institutions on the basis of their industries, regardless of the services these financial institutions operate.  Under the concept of separate sectors, all financial institutions are applicable to different norms and rules in accordance with the classified industry (Jackson, 1999).  In contrast, Functional Regulation refers to the type of financial activities, no matter what kind of financial institution operates such financial activities (Schooner, 1998; Jackson, 1999).
I. Institutional Regulation
Under the concept of Institutional Regulation, a financial institution belonging to a certain kind of sector or governed by a certain supervisory authority depends on the registration authority in the initial stage (Jackson, 1999).  Accordingly, all business activities of each financial institution will be controlled by a single authority.  In turn, there are no conflicts between different supervisory authorities and the scope of supervision does not overlap.  For those supervised institutions, the violation of regulation in other authorities can be avoided, thus reducing the cost of compliance with the requirements of obedience (Jackson, 1999).

In addition, Institutional Regulation may correspond with the issue of the prudential principle, because bankruptcy occurs when there are insufficient assets to pay debts, rather than with trading activities themselves (Goodhart et al., 1998).  To meet safety and soundness requirements, Institutional Regulation provides supervisory authorities for reviewing each activity of financial institutions from a macro perspective (Schooner, 2002).  Therefore, Institutional Regulation could improve supervisory effectiveness with regards to controlling the risk of bankruptcy in the financial system.

However, Jackson (1999) notes that this approach to regulation may encourage financial institutions to avoid and manipulate the rules.  In fact, while helpful for maintaining the public’s confidence in the banking system, supervision on banking requirements, including the deposit insurance system, investment subject and restriction, capital adequacy ratio, and current ratio constraint, incur banks huge costs in complying with such regulations.  Thus, financial institutions are willing to create loopholes, such as providing similar services with deposit and loan businesses to escape this form of definition in the banking law.  Macey and Miller (1992) argue that there appears to be some paradox in the doctrine of banking law as a result of formal definition, such as the ‘nonbank’ bank, the ‘nonthrift’ thrift and the ‘nonbranch’ branch.  

From the perspective of service function, similar financial services (e.g. securities brokerage business) could be provided by various types of financial institutions, so that a business could be subject to supervision by several authorities.  As far as supervisory regulators are concerned, this would result in a condition of wasteful supervision, and there could be possible scenarios of contending for jurisdiction (Goodhart et al., 1998).  Conceptually, as the financial industry continues to be involved with cross-industry development, quite a few problems will emerge with regards to the traditional distinction of institutions.  Merton (1995) points out that the boundaries of financial institutions have become increasingly blurred and suggests that Functional Regulation be adopted. 

II. Functional Regulation
Under the concept of Functional Regulation, each financial activity is supervised by a specialized agency, which is able to achieve efficiency under professional supervision.  In other words, the authority may not be entirely familiar with the management if it is in the mode of Institutional Regulation; but in the mode of Functional Regulation, a specialized agency can monitor one particular activity, and not be distracted by other unrelated financial businesses (Jackson, 1999).  In addition, Functional Regulation is based on financial activities being divided by the boundaries of supervision.  It can therefore provide consistent surveillance for both suppliers and demanders in the market (Schooner, 2002).

  However, a financial institution that runs a variety of financial services will be governed by a number of authorities in the mode of Functional Regulation.  Consequently, it is inevitable that it will need to comply with several regulatory rules, and increase compliance costs as well (Schooner, 2002).  In addition, no one is accountable for the overall supervision related to the whole ability of a financial institution.  In terms of prudential regulation, the overall financial status of financial institutions seems to not be supervised effectively by a competent agency (Goodhart et al., 1998).
Moreover, if it could not distinguish the differences between banks, securities or insurance activities effectively, Functional Regulation as the basis for the division of supervisory jurisdiction would be doubtful (Schooner, 2002).  For instance, in the process of asset securitization, a securities firm, which is responsible for underwriting, would bear the risk of bad debts.  Thus, in this circumstance, there is no functional difference between securities firms and commercial banks (Taylor, 1998).  Markham (2000) claims that pure Functional Regulation is expected to adjust in situations of financial business integration and diversified financial products.  Taking the Taiwan case for instance, the previous structure of the Taiwan Insurance Bureau included four divisions - Financial Supervision, Commodity Development, Market Management and Insurance Policy - which were based on Functional Regulation.  However, there appeared to create some problems in dealing with the rapid development of financial products.  Hence, in June 2013, the structure shifted to four divisions, including General Supervision, Non-Life Insurance Supervision, Life Insurance Supervision and Financial Supervision.  In doing so, the two modes of Institutional Regulation and Functional Regulation combined.
In summary, the merging trend of financial industries has complicated the issue of financial supervision.  Simply following ‘Institutional Regulation’ to distinguish the scope of regulation seems not to correspond with practice.  Furthermore, only adopting ‘Functional Regulation’ also seems inadequate for carrying out related financial supervision properly.  As a consequence, the combination of both Regulation modes is most suitable in the current development of financial systems.
2.1.3 What role should a central bank play?

Financial supervision was one traditional responsibility of a central bank.  However, the functions of central banks have been reorganized in different ways over the last two decades.  In particular, the financial supervisory functions have been transferred to other official agencies in some industrial countries and emerging markets.  What role should a central bank continue to play regarding supervision?  How could a single financial authority be isolated from political pressures?  These questions will now be discussed further.

Traditional financial supervision encompassed three main aspects: macro-prudential supervision; micro-prudential supervision; and the conduct of business supervision (Herring and Carmassi, 2008).  Borio (2003) states that macro-prudential supervision emphasizes the soundness of the system as a whole, as opposed to the micro-prudential perspective, which looks at the safety of individual institutions.  Therefore, the goal of macro-prudential supervision is to constrain financial distress that undermines the whole economy.  It includes the surveillance of these institutions, as well as evaluating the sufficiency of standards to prevent the financial system from distress (Herring and Carmassi, 2008).  In contrast, micro-prudential supervision seeks to limit the distress of individual institutions rather than the whole system.  As for the conduct of business supervision, it focuses on consumer protection with regards to ensuring financial institutions treat their clients in a fair and honest way. 

Herring and Carmassi (2008) claim that a traditional central bank involves the macro and micro-prudential supervision, which is partly due to its role as a last-resort lender in crisis events.  Certainly, a central bank should provide liquidity assistance to the market through open market operations.  However, if additional financial surveillance is involved, several arguments would be raised surrounding the role that a central bank should play.  

  Regarding arguments for a central bank to supervise banks, Barth et al. (2001) state that correct, accurate information about the condition of banks is essential in enabling the central bank to implement effective monetary policy.  Additionally, as a lender of last resort, a central bank needs to acquire the timely situation concerning the liquidity of banks (Abrams and Taylor, 2001).  Therefore, to ensure immediate access to accurate information, a central bank should directly take charge of banking supervision.  With respect to the issue of independence, Giddy (1994) makes the point that a central bank supervising the banking system can promote independent action.  Furthermore, Abrams and Taylor (2001) highlight that assigning bank supervision to the central bank can help avoid the politicization of regulation, especially in developing countries.

On the other hand, there are a few arguments against banks being supervised by a central bank.  If financial supervision and monetary policy were taken in charge by a central bank, it could result in loose monetary policy (Goodhart and Schoenmaker, 1995; Briault, 1999).  This is a so-called conflict of interests.  Furthermore, Briault (1999) claims that the role of a central bank should not be threatened by political pressure.  If a central bank’s function becomes too wide, it would hinder independence because of the political intervention.  As for timely access to information, Haubrich (1996) points out that it could be carried out by way of information-sharing cooperation with other banking authorities.  Haubrich also claims that it is possible for supervisory policy to gain advantage from a competition of ideas on the ground that the central bank assigns banking supervision to another agency.

In short, arguments on both sides of the central bank’s role are well-founded.  However, from an empirical perspective, Barth et al. (2001) point out that the scope of banking activities tends to be more constrained under the supervision of a central bank.  In addition, after evaluating data from 104 bank failures in 24 countries in the 1980s, Goodhart and Schoenmaker (1995) stress that there were fewer bank failures when the combination of financial supervision and monetary policy were under the central bank.  Nevertheless, an absolute conclusion cannot be drawn arbitrarily in the rapid development of the financial system, especially after the financial crisis. 

In fact, the structures of banking supervision have varied in different countries.  The issue of an appropriate supervisory structure has been discussed over the past decade.  Undeniably, a single authority or multiple authorities that could be chosen are reliant upon the decision of policymakers in each country.  Some countries remove financial supervision from the central bank while others do not.  

2.2 Research design 

The research design of this study encompasses the historical analysis of two countries, together with a comparison of the supervisory measures relating to both countries.  In other words, the methodology refers to comparative historical analysis and comparative case study, which are characterized by vertical and horizontal views respectively.  More importantly, the global financial crisis will be taken as a critical point as well as an explanatory factor in the chronology of supervisory development.  
2.2.1 Comparative historical analysis – comparison of three different stages in one single country  

In order to classify the content of the study, a comparison of three different stages in one country will be adopted for analysis.  Mahoney and Rueschemeyer (2003) suggest that comparative historical analysis, emphasizing systematic and contextual comparison, is the best research method for explaining important phenomena in the process of evolution.  Particularly for significant issues, this method is widely used throughout the social sciences to provide a complete explanation of the relationship between past and present events.  

The study argues that financial reforms in the UK and Taiwan are the result of a long-term development, which have special political and economic factors in financial supervisory history.  In particular, the global financial crisis has changed the structure of supervision.  Furthermore, this study will adopt the method of comparative historical analysis, taking the establishment of financial supervisory authorities and the emergence of the crisis as critical points for further dividing into three stages, to discuss the financial reforms from economic and political perspectives in the UK and Taiwan.   

2.2.2 Comparative case study – a comparison of the supervisory policies relating to two countries 

Collier (1993) argues that the tool of comparison sharpens descriptions in concept-formation by way of putting emphasis upon similarities and diversities among cases.  With regards to comparative and cross-country researches, ‘the practice of focusing on few cases has achieved greater legitimacy in conjunction with the rise of comparative historical analysis’ (Collier, 1993: 105).  In addition, Yin (2003) claims that a single-case design is weak due to putting all eggs in one basket.  As for only evaluating one case, it would not be practical for clarifying any divergence or convergence of policies.  Therefore, two (or more) cases are more advantageous.  Having deciding on a comparative case design, the chosen cases of the UK and Taiwan will be compared to discuss financial supervisory policies before and after the global shock.  

However, given the enormous scope of financial policies, it is not feasible to compare each measure extensively.  Alternatively, the field of research will focus on the discussion of critical events in order to achieve the analytic depth of a case-oriented approach (Ragin, 1989).  
Chapter 3  

Analysis of financial reforms in the UK from a historical perspective

     Given that London has a leading role as a global financial centre, the financial reforms in the UK have raised attention around the world.  This chapter, which is divided into three sections according to chronology, will discuss these reforms in the UK.  The first section discusses development before the creation of the FSA in 1997.  The second section provides an overview of configuration from 1997 to the emergence of the financial crisis.  The third section discusses structural reform after the crisis.    

3.1 Regulatory development prior to the creation of the FSA in 1997 

Before the establishment of the FSA, the UK’s central bank, the BoE, had been the primary banking supervisory authority.  During that period, the implementation of supervision regarding financial institutions was not so mandatory and formal (Markham, 2002).  Around three decades after World War II, the informal approach of the BoE continued to be useful.  This is because the relationship between the BoE and the major clearing banks was very close.  It could be effective through moral suasion, influencing the business behaviours of bankers (Schooner and Taylor, 1999).
In addition, because of successful competition with other main financial centres, the Prime Minister Margaret Thatcher adopted an approach of deregulation and liberalization in the 1980s.  The cornerstone of deregulation was the Big Bang in 1986, which led to enormous changes about the structure of the financial markets in the UK. Those non-traditional functions, such as securities and insurance can be operated by banks.  Consequently, the business lines among banks, securities and insurance have been continuously overlapped.  Moreover, the US multinational banks were urgent to enter the UK financial industry as a part of expansion of their business (Moran, 1991).  However, Moran (1991) claims that the deregulation which has been going on in financial markets is inadequately.  As a result, the emergence of banking problems such as Johnson Matthey Bankers (JMB) in 1984, the Bank of Credit and Commerce International (BCCI) in 1991 and Barings Bank in 1995, have highlighted that the BoE lacked comprehensive monitoring capability (Schooner and Taylor, 1999; Ferran, 2003).

On the basis of historical reviews, this issue can be discussed in two ways.  Firstly, close interaction with bankers had made it difficult for the BoE to take severe measures to redress problems.  Secondly, it may need to rethink the adequacy about informal and flexible approaches towards supervision.  The BoE seemed unwilling to impose binding measures on banks substantively.  According to the Bingham report about BCCI, ‘the BoE had the power it needed but was reluctant to use it’ (Schooner and Taylor, 1999: 637).  Therefore, there were numerous debates about continuously adopting a self-regulatory approach concerning financial supervision.  

In 1997 the Chancellor of the Exchequer, Gordon Brown, considered that financial institutions supervised by different agencies or by a self-regulatory organization (SRO) may result in confusion and unclear responsibilities.  In particular, financial institutions engaged in cross-industry operations were experiencing drawbacks relating to regulatory arbitrage, tax evasion, insider trading and money laundering.  Consequently, the UK decided to incorporate all regulatory agencies into a single authority.  This integrated authority, the FSA, was responsible for the supervision of individual banking, insurance and securities industries.

3.1.1 Arguments about the establishment of the FSA

    The previous Labour government decided to create the FSA, which was announced by the Chancellor Gordon Brown in 1997.  There were particular rationales behind the implementation of this change; however, it also raised several arguments.  With regards to the matter of the principal reasons for adopting an integrated agency, the BoE was not successful in dealing with the collapse of Barings Bank, which was also a financial conglomerate.  But some financial supervisors stated that the decision was right and that it improved disciplines in the market (Davies, 2004).  Secondly, it was argued that the FSA would strengthen the soundness of the financial supervisory system by ensuring that the independent BoE merely took responsibility for monetary policies rather than getting involved in financial regulations.  Finally, banks growing larger and operating as multifunctional businesses resulted in a lack of appropriate regulations.  Therefore, under a consolidated structure, it was easier to oversee cross-sector activities due to the fact that the ‘emergence of financial conglomerates has challenged traditional demarcations between regulatory agencies’ (Goodhart et al, 1998: 143).  In such a circumstance, it seemed that it was imperative to create a new agency to handle the financial market. 

     Turning to the issue of potential hazards, it would be too bureaucratic if the regulator becomes more powerful, although there is no clear relationship between scale and efficiency (Llewellyn, 2004; Davies, 2004).  In addition, Llewellyn (2004) stresses that expertise in individual sectors may not exist under a consolidated regulator.  In other words, it is difficult to ensure that individual skills could be used in the greatest-need fields.  Moreover, a single regulator may encounter the perils of the ‘Christmas Tree’ effect (Taylor and Fleming, 1999).  This means there is a high possibility that broad and miscellaneous functions would overburden the agency, which could result in a degree of straying from the prime objectives.  

The most controversial issue is the argument about the role of the central bank. Creating a new financial regulator in the UK shifted banking regulations from the central bank.  Undoubtedly, there are fierce debates about the combination of monetary policy and financial supervision as a result of conflicts of interest.  For example, the central bank could decide to tighten or relax its stance regarding monetary policy, which could influence the financial soundness of banks (Briault, 1999).  

However, as far as the potential advantages of combination are concerned, Goodhart et al. (1995) note that only the monetary policy set by the central bank is usually an error because regulators take less consideration of the actual conditions in the financial sector.  In contrast, the central bank, which is responsible for both monetary policy and financial regulation, could enhance the ability to implement monetary policy through better understanding the situation in the financial industry (Briault, 1999).  Although there is no absolute conclusion, it does not indicate that the BoE has to have two functions.

3.1.2 Additional political analysis 
Why was the operation of more than a century’s financial supervisory mode overthrown by a new set of unified regulatory structure in just a few years?  What is the incentive for British policymakers to decide upon such a drastic reform?  A reasonable explanation for the motive may be found in the UK’s political and economic development over recent years.   

Generally speaking, the BoE had complied with the principle of discrepancy with different banks for a long time.  After the aforementioned banking crises such as JMB in the 1980s and Barings Bank in the 1990s, policymakers confirmed that there were many blind spots with respect to supervision.  In other words, the UK’s financial market was in disorder under the architecture of multiple supervision, which, in force, accumulated a strong sense of discontentment.  Therefore, policymakers who were in line with the public thought that the framework of traditional supervision required to change, thereby, in turn, creating a unified structure for carrying all the responsibility of supervision.  Alternatively, the implementation of a unified reform was, in fact, partly the result of driving political forces.  Because the supervisory issues tied together, policymakers would be in a position to improve the rationality of reform and get support for more public opinion (Ferran, 2003).

3.2 An overview of configuration from 1997 to the emergence of the financial crisis 
The UK government abolished the excessive number of agencies and created the FSA in 1997.  However, the UK financial supervisory system was still constructed of HM Treasury, the BoE and the FSA, a so-called tripartite structure, before the financial tsunami.  

3.2.1 Tripartite authorities
The Memorandum of Understanding (MoU) portrayed the division of responsibilities within tripartite authorities.  The roles and responsibilities of each authority were as follows (BoE, 2006):

·   The BoE is the central bank in the UK, which takes the responsibility for the stability of the monetary system.  Particularly, overseeing the payments system can make the soundness of the infrastructure of the financial system.  Through payments systems, the BoE may take the lead in finding potential problems and assessing the impact on financial stability.  More importantly, it involved the responsibility of ‘maintaining a broad overview of the system as a whole’ (MoU, paragraph 2).
· The FSA was responsible for the ‘authorisation and prudential supervision of banks, building societies, investment firms, insurance companies and brokers, credit unions and friendly societies’ (MoU, paragraph 3).  Moreover, the FSA was also obliged to supervise the securities clearing and settlement systems.

· HM Treasury did not account for the activities supervised by the FSA and the BoE; however, if the financial system encountered potential risks or scandals that caused system-wide influence, HM Treasury must take measures to resolve them.  Furthermore, HM Treasury was also responsible for ‘the overall institutional structure of financial regulation and the legislation which governs it’ (MoU, paragraph 4).

This tripartite structure framework was set in a mechanism of co-ordination in an attempt to manage the financial crisis.

3.2.2 Further delineation of the FSA’s responsibilities and powers

  The UK is not the first country to implement an integrated system of financial supervision; however, it cannot be denied that the establishment of the FSA greatly accelerated unification reforms worldwide (Masciandaro and Quintyn, 2009).  According to the Financial Services and Markets Act (FSMA) 2000, the FSA received its full powers, which were authorized with supervising all segments of the financial system, encompassing banking, insurance and securities institutions, in an effort to diminish the overlapping architecture of regulation.  The statutory powers were given by the FSMA and came into effect on 1 December 2001.  In addition, the UK Listing Authority (UKLA) was also shifted to the FSA in May 2000, following the demutualisation of the London Stock Exchange.  Furthermore, additional sectors such as mortgages and insurance mediation were subsequently added.  In total, approximately 12,000 companies were overseen by the FSA (Davies, 2004).

Obviously, it seems that the effort of the UK government was to end self-regulation in the financial market and solidify regulatory responsibilities.  In addition, the FSA was an independent supervisory authority, with funding coming from annual fees and inspection fees paid by financial institutions.  On the basis of FSMA, the regulatory objectives of the FSA referred to market confidence, financial stability, and protection of consumers.  It involved the conduct of business and the prudential regulation of all financial sectors.  However, the role of the FSA in macro-prudential supervision seems not so lucid.  The FSMA identified that the objective of the FSA included ‘maintaining confidence in the financial system’, whilst the MoU defined the FSA’s obligation as the ‘authorisation and prudential supervision of all financial institutions’.  Furthermore, the MoU indicated that the BoE also bore the responsibility of ‘maintaining a broad overview of the system as a whole’.  Consequently, with respect to distinguishing between the responsibilities of the FSA and the BoE, it seems vague. 

3.2.3 The unfolding of the financial crisis in the City of London

Many factors led to the crisis.  Apart from the low interest rate of monetary policy since the year of 2000 encouraged housing boom, the rapid growth of financial system also caused the financial regulations designed overlapped and disorganized (U.S. Department of the Treasury, 2013).  Furthermore, Reinhart and Rogoff (2009) state that the trigger about the increasing housing prices in the USA, was the evolution of financial innovation, including sub-prime mortgages, as well as the continuous inflow of capital from Asia.  The greater Asian countries surplus generated, the larger the USA debts appeared.  It resulted in an imbalance of the global economy before the emergence of crisis.

In addition, the Financial Stability Report (BoE, 2008a) highlights that the crisis originated from weaknesses in the financial system that began during an exaggerated credit boom.  These weak points included speedy balance sheet expansion; the uncertainty of assets in terms of bad liquidity and credit quality; and loopholes in funding structures.  In particular, the excessive leverage operation yielded a bubble in real estate, finance and consumption prospect.  With respect to this, banks would discontinue to deal financial instruments with others because they suspected their counterparty’s abilities to pay out liabilities.  As a result, liquidity stalled and the inter-bank market started to freeze; these were both features of major financial cities in the late summer of 2008 (Buckley, 2011).  Although the subprime mortgage crisis began in the USA, the UK also entered a credit crunch since the City of London is one of the main global financial hubs.  As for the financial centres, the Global Financial Centres Index ranked London as first overall in the main international cities, with New York appearing in the top two in some categories as well (Yeandle et al, 2010).  Not surprisingly, following the failure of Bear Stearns in the USA, Northern Rock Bank applied for finance support in September 2007, which also triggered a crisis of liquidity in the UK.

On the ground of a mature banking situation, a well developed securities market, and the largest insurance market in Europe, the City of London has created an advantageous foundation in which numerous financial conglomerates can take root.  Reportedly, London contained the third largest stock of customer deposits in the world.   International trading in equities in London accounted for 17% of the global total in 2009, and fund managers in London operated portfolios worth 11% of the aggregation in the world.  These were higher than anywhere else, except for New York (City of London, 2011).  Therefore, the majority of financial institutions are British-based rather than British-owned.  London provides a specific attraction to American firms, such as the flexibility in rule making.  Thus, there are many US financial companies establishing in London for escaping the strict regulation built on the reforms in the 1930s (Moran, 1991).  It may help give an insight into the considerable impact that the crisis had in the UK.

3.2.4 The UK’s prompt response to the financial crisis

Numerous foreign owned financial firms are in the City of London; this made the UK highly exposed to the global turmoil.  The capital losses of the six largest banks in the UK were estimated to be over £100 billion in October 2008 (BoE, 2008).  To prevent extreme impact from exacerbation, a suitable rescue plan was provided by British policymakers (Quaglia, 2009).  

The bank rescue package, an aggregated total of £500 billion in loans and guarantees, was announced by the UK government on 8 October as a quick response to the ongoing crisis.  The plan comprised of three pillars.  Firstly, it gave the financial system liquidity provision by way of the Special Liquidity Scheme, operated by the BoE.  At least £200 billion would be made available for short term loans under the Scheme.  Secondly, the government would buy the shares of affected banks for recapitalization through the newly formed Bank Recapitalisation Fund.  The amount of funding was about £50 billion for new capital.  In turn, it has been recognized as partial nationalisation. FTSE100 Thirdly, the new short and medium term debts of banks were guaranteed by the government.  As would be expected, the amount for covering insurance was about £250 billion.  In short, the bank rescue plan included £200 billion for liquidity, £50 billion for recapitalization and £250 billion for state guarantee (Quaglia, 2009).  These actions were used to prevent the collapse of the financial system and to restore market confidence.  Not surprisingly, these measures led to the bounce of London shares.  On 13 October 2008, the  Index closed more than 8 per cent upwards.

With regards to nationalizing problem banks in 2008, this involved Northern Rock in February, Bradford and Bingley in September, and Royal Bank of Scotland in October, as well as Lloyds Banking Group.  In particular, policymakers had many concerns, from a political perspective, about the Northern Rock case.  Seldon and Lodge (2011) state that public ownership means that the owners of a bank may be held responsible for everything; however, refusing a loan could merely be the business of ministry.  In this regard, the UK set up the United Kingdom Financial Investments (UKFI) to operate the government’s stake on a day-to-day basis in November 2008.  One objective of UKFI was to ensure that politics would not influence decision making.  Johal et al. (2012) claim that the governance approach of the UK may transfer those publicly owned banks into non-political bodies. 

However, under the government’s umbrella response, while some banks were nationalized, others were injected with government money or given guarantees from the government.  Although it could prevent risk in the financial system from exaggeration and restore confidence, the massive input involved may cause further austerity in the future.  In fact, due to the financial crash that happened around the year 2008, public expenditure as a percentage of gross domestic product (GDP) increased remarkably.  From the years 2000 to 2009, the figure presents in an increasing trend from 35% to 45%, which implied the UK’s fiscal condition was deteriorating (Buckley, 2011). 

3.2.5 Policy transfer from the UK to the EU level

 Cross-national experience has an increasing influence upon policymakers.  The conventional theories in this field are ‘policy transfer’ (Dolowitz and Marsh, 1996; 2000) and ‘lesson-drawing’ (Rose, 1991; 1993).  Policy transfer refers to ‘the process by which knowledge about policies, administrative arrangements, institutions and ideas in one political system (past or present) is used in the development of policies, administrative arrangements, institutions and ideas in another political system’ (Dolowitz and Marsh, 1996: 344; 2000: 5).  In addition, a related concept is the ‘lesson-drawing’ theory (Rose, 1991, 1993).  Rose states that lessons can be drawn from past experience and other regions.  In this way, ‘if the lesson is positive, a policy that works is transferred, with suitable adaptations. If it is negative, observers learn what not to do from watching the mistakes of others’ (Rose, 1991: 4).

The template of the bank rescue plan adopted by the UK was, obviously, followed by the European Union (EU) and other regions.  According to a statement made by Dolowitz and Marsh (2000), if the policy is not complex and the values of borrower and lender coincide, a successful policy transfer is more than likely.  The three core elements, which referred to ensuring appropriate liquidity, allowing for recapitalization and providing state guarantee, were the main points of the bank rescue plan in the UK.  Apparently, it was ‘simple’ and aimed to announce to the public the government’s intervention, in an attempt to rebuild market confidence.   After the UK unveiled her plan, the EU subsequently announced an action plan, with its main points mirroring those in the UK’s plan.  The key features of the EU action plan included the following: government-supported recapitalization of banks, temporary liquidity schemes and temporary acquisitions of financial assets (European Parliament, 2009).  Although the UK is not a Eurozone country, it seems to have been successful in delivering policy transfer.  As a statement of Quaglia (2009) shows, the ‘British Plan’ was regarded as a pace‐setter in the global financial crisis.  Indeed, the British plan was ‘uploaded’ to the EU level and the member states ‘downloaded’ the plan (Quaglia, 2009).  It could be considered that the values of borrower and lender coincided here, making the policy transfer successful.  

In addition, the UK was significantly involved in coordinating an international response to the crisis.  For instance, London hosted the G-20 meetings in April 2009 to strengthen international financial regulation.  It seems that the UK’s actions had led the way for other counties to follow.

3.3 Financial reforms in the aftermath of the crisis

Gordon (2000) claims that disasters are often followed by regulation.  The policymakers considered strengthening the safeguard against systemic risk.  Therefore, the implementation of new tools and stronger liquidity regulation was imperative.  Moreover, it was unavoidable that adjustments to the regulatory structure were adopted.  

3.3.1 The programme of ‘reforming financial markets’  

There were a few reforms, including the Banking Act 2009, the Turner Review, and the Walker report.  In addition, HM Treasury proposed the report ‘Reforming financial markets’, which was regarded as the British white paper on financial reform, and further delineated the overall level of the main direction in the future (HM Treasury, 2009).  It included two main aspects in this government paper.

Firstly, it referred to the ‘reconstruction of the banking supervision system’, including:

· The Bank Act 2009: A major reform of the Act in 2009 made features of preventing bank failures, dealing with financial institutions which were on the brink of collapse, and regulating remuneration in banks.  At the same time, it also increased the supervisory power of the BoE to cope with failing banks within the new Special Resolution Regime.

· The reform of banking supervision (responses to Turner Review items): It included the improvement of capital and liquidity requirements as well as ensuring that banks had sufficient financial resources to respond to all business risks.  What is more, under the Supervisory Enhancement Programme (SEP), the FSA continued to increase the intensity of bank supervision so that it could make financial stability certain.  Moreover, there were some suggestions about compensation and remuneration standards for bank managers, in an attempt to reduce the pursuit of short-term interests and bear incentives for excessive risk. 

· Strengthening regulatory institutions: It ensured that the BoE had statutory obligation for the financial stability as well as the implementation of monetary policy.  As for the FSA, in addition to strengthening financial supervision in accordance with the SEP, adjustments were also made to the organization in order to make it easier for the management to recognize the business risk of financial firms.

Secondly, it was conducive to the concept of ‘more effective regulation’, including:

· Better monitoring and management of systemic risk: There would be an expansion in the scope of supervision.  Besides, the Council for Financial Stability (CFS) was created, which replaced the Standing Committee.  The CFS aimed to discuss particular risks threatening financial stability and took action to resolve these threats.

· Dealing with failure: In addition to the enhancement of the co-operative mechanism between the FSA and the BoE, the UK took a stronger market discipline through the work of the Walker report and the FSA’s Code of Practice.

· Protecting the taxpayer: The costs of the failure of banks are supposed to be covered through the Financial Services Compensation Scheme (FSCS), funded by the financial services industry.  Therefore, it could prevent taxpayers from footing the bill. 

· A competitive and fair market for consumers: A national money guidance service would be provided.  Furthermore, the financial products would be simple and transparent so that consumers could easily understand them.

As for other major government documents, there were two noticeable reports: the Turner Review of financial regulation and the Walker Review of Corporate Governance of the UK banking industry.  The Turner Review portrayed the measures required to create a stable and effective banking system, as well as the establishment of a blueprint for the future prudential regulation of financial institutions.  The main points covered included: capital adequacy; accounting and liquidity; deposit insurance; the UK bank resolution; remuneration; and credit rating agencies (FSA, 2009).  It pointed out that the radical change in the overseeing approach seemed to have been inevitable.  As for the Walker Review, it recommended some measures to improve the corporate governance of banks, especially relating to risk management (Walker, 2009).  However, the independent review did not constitute a mandatory rule on remuneration and corporate governance.  

3.3.2 From the ‘principles based’ regulation to the ‘rules based’ regime 

Turning to the issue of financial supervisory culture in the UK, it would be unavoidable to change radically after the global financial crisis.  This change could be characterized with respect to a fundamental shift from the ‘principles based’ regulation towards a more intensive ‘rules based’ regime.
Before the financial crisis, the regulatory philosophy had the feature of ‘market trust’.  In other words, it adopted a concept of market liberalization, which could improve efficiency and competition.  The ‘light touch’ approach to regulation promoted the self governance of private sectors through their involvement with consultation, drafting and implementing of laws (Quaglia, 2010).  However, this kind of approach was considered to have failed to prevent the crisis.    

After assessing the impact of disturbance in the financial market, the UK government intended to introduce regulatory power, such as suspending firms as a result of misconduct, giving the FSA the ability to penalize individuals, and intervening in a firm if the financial system encounters risks.  These are all examples of so-called ‘rules based’ regulation.  With this approach, there appears to be more intensive supervision towards the behaviours of financial firms.  

In terms of ‘Reforming financial markets’ proposed by HM Treasury, the aim was to regain financial stability and demonstrate effort in restoring confidence in the sector.  As Angela Knight, the chief executive of the British Bankers’ Association (BBA), states that ‘the imperative for the proposed power for the FSA to be able to revise its own rules on an expedient and necessary basis is beyond doubt’ (BBA, 2009: 2).  Therefore, implementing strategies to enhance market discipline and prudential supervision are, inevitably, the cornerstones of the creation of better financial stability.

3.3.3 Adjustments of the tripartite authorities 
Despite those endeavors concerning the measures of financial stability, rethinking the structure of supervision may be another aspect in the atmosphere after the crisis.  During the period of turmoil, financial stability was jointly safeguarded by the tripartite authorities: the BoE, HM Treasury and the FSA.  Nonetheless, such a co-operative mechanism made it difficult for the government to take immediate action.  Additionally, there were concerns that the FSA adopted ‘light-touch’ and ‘tick-box’ approaches, making the prevention of the misconduct of financial firms arduous.  More importantly, the FSA was criticized for its monitoring of the lending condition and being unable to halt risky trading within banks, which led to some banks, such as Northern Rock, the Royal Bank of Scotland and Lloyds, collapsing and being bailed out by taxpayers.  There seems to have been some problems in the delivery of financial policy.  After having learned lessons from the financial crisis, the UK government introduced relevant, strengthening programs in the fight against the challenges faced.  As a result, policymakers proposed a radical reform in the form of the Financial Services Bill.  The bill received royal ratification in December 2012.  Accordingly, the BoE has regained direct supervision for the whole financial system since 1 April, 2013.  The aim was to rebuild responsibility for supervising the financial services sectors, which would help to prevent a recurrence of bank failing and enormous bailouts.

As promoted by the Conservative government, the main elements of this radical reform of the financial regulatory regime were as follows:

· The UK government eliminated the FSA and created the Prudential Regulatory Authority (PRA) and the Financial Conduct Authority (FCA).  The new PRA is under the supervision of the BoE, which is responsible for macro-prudential supervision issues.  In other words, the BoE has regained the rights and responsibilities of financial supervision.  As for protecting the consumer, this matter has been taken on by the newly established FCA.  Therefore, a Twin-Peaks Approach dealing with financial supervision and consumer protection separately can be seen (HM Treasury, 2011). 

· Another fundamental issue was the establishment of the Financial Policy Committee (FPC) within the BoE.  The FPC is responsible for macro-prudential supervision, which monitors and removes systemic risks of financial stability (HM Treasury, 2011).  It is the decision-making authority related to financial stability policy, and the new PRA is the executive unit regarding macro-prudential policy.  In terms of macro-prudential tools, they usually include the Countercyclical Capital Buffer (CCB) and Sectoral Capital Requirements (SCRs).  The BoE (2013) points out that the tools of CCB and SCRs have considerable impact on financial stability and growth because they apply to all banks, building societies and investment firms. 

In short, the importance of conduct regulation was further stressed, thereby entrusting the BoE with the financial market infrastructure in an effort to maintain the health of the financial system.  The BoE was granted new powers and responsibilities, which has altered the way financial supervision was conducted.   However, the responsibility for financial supervision that has been taken by the central bank could confuse the independent monetary policy; this has already prompted much discussion.  

 To prevent systemic risk, coordinating a central bank and financial regulatory authorities effectively is another issue.  With respect to this, the UK’s reform adopted an integration approach, comprising of both the monetary and financial authorities.  Therefore, the PRA has been set up under the supervision of the BoE.  This kind of operation seems to achieve immediate action against systemic risks identified by the BoE.  Undeniably, there are potential advantages; however, new problems associated with the integration of the BoE and financial regulatory authorities could also be ignited.  Under the UK’s reform, the governor of the BoE would be the chairperson of the FPC; this implies that the governor of the BoE would acquire huge powers over monetary policy and financial system stability measures.  In contrast, the US’s financial reform, the ‘Dodd-Frank Wall Street Reform and Consumer Protection Act 2010’, also created the Financial Stability Oversight Council (FSOC) to identify risk in the financial system.  The members of FSOC are the Federal Reserve System, U.S. Securities and Exchange Commission, and other financial regulatory agencies.  Each of these regulatory authorities takes action according to the FSOC’s analysis.  The case of the USA is quite different with that of the UK.  The USA adopted the mode of horizontal integration, while the UK appeared the vertical integration.  However, some suppose that the UK’s regulatory policy might continue to have an influence on other regions over the coming years.  

3.3.4 Additional political analysis

Through the occurrence of the financial crisis, the BoE has regained supervisory power.  Obviously, policymakers usually take economic crises or new regulations as an opportunity or stimulus to achieve change (Morgan and Sturdy, 2000).  The responsibilities of previous tripartite authorities transferred to two powerful offices, HM Treasury and the BoE.  Although HM Treasury has representatives in the FPC and the PRA in an attempt to create an effective channel between two authorities; but, what if the relationship breaks up?  In addition, there are two main policy committees in the BoE.  One is the Monetary Policy Committee, another is the FPC.  Both committees should consider and take actions according to the other (HM Treasury, 2013).  However, who can make the final decision if there is a conflict between both committees (Gieve, 2013)?  There seems to be no mechanisms that could solve the coordinated problem. 

Nevertheless, no matter whether there is a contradiction within the political structure or not, the supervisory approach appears to be moving towards a regulatory regime.  The rise of ‘regulatory state’ theory has been prevalent for several decades.  It implies that the regulatory function of a state is prominent for correcting market failure, instead of the distribution function of the welfare state and the stabilization function of the Keynesian state (Majone, 1996).  The trail of the UK’s financial regulatory reform seems to be in line with the direction of the regulatory state. 

3.4 A brief summary

The UK government created the FSA, an integrated supervisory authority, to abolish the excess number of agencies in 1997.  During the phase prior to the financial crisis, the financial system was safeguarded under the structure of tripartite authorities with a feature of ‘principles based’ regulation.  It achieved a relationship of general equilibrium between the authorities and financial firms under the ‘light touch’ regulation and self governance.  However, there appeared to be some degree of dysfunctionality in the crisis.  Therefore, the financial policy shifted evidently towards a regulatory state after the financial tsunami.  The measures implemented by the UK have increased the intensification of financial supervision, such as the Tuner Review proposed by the FSA in March 2009, Reforming Financial Market proposed by HM Treasury in July 2009 and the Financial Services Bill for abolishing the FSA, giving powers to the BoE in 2010, which all aim to maintain financial stability, particularly when moving towards a regulatory state regime.   

Chapter 4  

Analysis of reengineering financial supervision in Taiwan

Taiwan has been threatened by Mainland China, treated as a ‘pariah country’ around the world, and is unable to be a member of the World Bank and the IMF.  Hence, the Taiwanese government has recognized that any kind of serious crisis cannot be afforded (Economist, 2000).  In particular, the financial supervisory system in Taiwan has concerns about politics and the economy; thereby generating specific regulatory reforms.  Majone (1996) states that regulatory reforms often comprise de-regulation and re-regulation.  The process of financial supervision appeared a chronological order of regulation, de-regulation and re-regulation over three decades.  This chapter will discuss the establishment of financial structure in Taiwan from the perspective of historical and critical junctures, and will be divided into three sections.  The first section will discuss development before the creation of the FSC in 2004.  The second section will provide an overview of supervision under the FSC until the emergence of the financial crisis, and the final section will discuss reforms after the crisis.
4.1 Regulatory developments prior to the creation of the FSC in 2004

When analyzing the political economy of Japan, Johnson (1982) presents the theory of the ‘developmental state’.  He claims that the main reason for the success of the Japanese economy prior to the 1980s was the industrial-oriented policy that guided the path of progress, as well as the authorities convincing private businesses to support government policy through administrative instructions.  The theory involves two concepts, which are ‘state autonomy’ and ‘state capacity’.  According to the theory of the developmental state, the government’s industrial-oriented policy dominated the development of the economy.

On the basis of this theory, White (1988) states that Taiwan also belonged to a developmental state, which had similar characteristics to Japan.  In this respect, the government does not directly control private enterprises, but stresses the composition of what is profitable in the market.  In addition, Wade (1986) highlights that the Taiwanese government effectively channeled savings in state-owned banks and other public financial institutions into investment, which became one part of the financial industrial policy.  

However, financial liberalization and related reforms have also been experienced during this period.  Vogel (1996: 3) claims that ‘liberalization means the injection of more competition in a given sector’.  Until the early 1990s, there were strict restrictions on financial regulation with regards to the threshold of new entry into the financial industry, as well as limited banking scope.  In particular, the government owned all banks partly or wholly; this was regarded as an indication of the government’s deep intervention in economic and financial policies (Liu and Hsu, 2006).  The financial industry was strictly regulated until the amendment of the Banking Law in 1989.  From then on, the Taiwanese government allowed the establishment of new banks, permitted them to augment their business scopes, and engage in more financial operations.  In addition, some major nationalized banks began to sell part of their shares in order to become privatized in 1991.  Furthermore, interest rates were decided by market forces as a result of the domestic market undergoing an opening process.  McKinnon (1991) claims that the process of financial liberalization in Taiwan inevitably transformed the economy from a controlling to a market-oriented one.  

4.1.1 Supervisory structure in this period

The Ministry of Finance took responsibility for the supervision of the banking, securities, and insurance industries during this period.  In other words, the financial supervisory structure was centralized to the Ministry of Finance, which possessed the administrative powers.  However, as for the issue of examining institutions, this was decentralized to the Central Bank, the Ministry of Finance and the Central Deposit Insurance Corporation (CDIC).  The Ministry of Finance took responsibility for examining banks that were set up after 1991; those banks set up before 1991 were taken in charge by the Central Bank.  This kind of separation seems not to follow the principle of functional or institutional regulation, but to be the outcome of negotiation instead.   

The wave of opening process in the 1990s caused a phenomenon of over-banking and intense competition.  The interest rates of some banks declined, which further led to the emergence of business problems.  Apparently, the number of commercial banks had increased from 24 in 1990 to 53 in 2001; however, the average rate of return on equity (ROE) for banks had, accordingly, declined dramatically from 20.79% in 1990 to 7.35% in 2001 (Liu and Hsu, 2006).  Many were afraid that there would be a full-fledged banking crisis in the offing (Economist, 2000)

In an attempt to solve the over-banking problem, the authority adopted relevant reforms by way of strict regulation.  Initially, the authorities announced the Financial Institutions Merger Law in December 2000, for one financial institution merging with another.  Secondly, the Financial Restructuring Fund was established in July 2001 to deal with distressed banks.  Finally, for improving the efficiency and soundness of the financial system, the Financial Holding Company Act was enacted in November 2001.  On this basis, financial institutions such as banks, securities firms and insurance companies could engage in cross-industry operations.  It was regarded as a cornerstone of financial development in Taiwan.  Consequently, by the end of 2003, 14 financial institutions existed to establish financial holding companies (Liu and Hsu, 2006).

According to data from the Central Bank of Taiwan (2014a), Non-Performance Loan (NPL) ratios of domestic banks experienced a significant downward trend, dropping from 6.12% in 2002 to 2.81% in 2004 after the financial reforms.  Furthermore, the capital adequacy ratio rose to 10.07% in 2003.  In addition to the efforts of the authorities, the prosperous global economy at that time also contributed to soundness of the Taiwanese financial system.  However, the authorities still used a traditional regulatory tool without considering cross-functional products.  That is, different markets were structured under different authorities.  Considering the trend towards financial globalization and the outpouring of cross-functional products, this was supposedly to be weak.
4.1.2 Arguments surrounding the establishment of the FSC and further political analysis

Prior to the creation of the FSC, the Ministry of Finance took responsibility for finance and treasury affairs.  However, in combining too broad a function in a single authority, there were some negative effects.  As a result, it was inevitable that the supervisory structure had to change.  Instead of having multiple financial regulators as in the USA, Taiwanese policymakers adopted the UK model, establishing an integrated financial authority, the FSC.  In fact, there were numerous arguments as the UK case regarding the rationale behind moving from multiple supervisory agencies towards a single regulator. 

The main argument for an integrated agency was that the operations of banks, securities firms and insurance companies were cross-functional; an integrated agency would therefore reduce the overlapping of responsibilities as well as the conflict of benefits.  In addition, an integrated authority could eliminate blind points in isolated examinations, together with coordination problems between separate supervisory systems.  Moreover, it would solve the problem that the administrative power concentrated in the Ministry of Finance, but the responsibilities of financial inspection were, adversely, dispersed in the Central Bank, CDIC and the Ministry of Finance.   Furthermore, the Ministry of Finance rarely implemented financial examinations due to a shortage of manpower.  As a consequence, the supervision of the Ministry of Finance mostly relied upon inspection reports submitted by other authorities.  It was doubtful that the Ministry of Finance could carry out its administrative responsibility effectively.

As for further analysis from a political viewpoint, financial globalization put pressure on the development of financial supervisory reforms in Taiwan.  However, the trajectory did not follow an outside-in direction.  Some policymakers recognized the impact that globalization would bring with it.  Thus, the voice of reform pushed financial reconstruction onto the political agenda in order to build a single supervisory authority (Yen, 2010).  Despite political elites advocating the reform, the legislative process was dominated by government bureaucracy.  Since the financial industry was under the control of the Ministry of Finance, if the legislation was completed successfully, the jurisdiction of banking, insurance and securities institutions would be transferred out of the authority.  From the viewpoint of the Ministry of Finance, the legislation was not expected to be completed (Chen, 2007).

In addition, the state had been controlling the financial market, thereby generating path dependence between the state and the market, which made the reform seem non-urgent from the perspective of the bureaucracy (Yen, 2010).  Furthermore, the two main parties, KMT and DPP, did not focus on financial issues, which caused a different voice of the reform.  Consequently, the lack of political momentum led to a slow legislative progress.  Eventually, the ‘Organic Act Governing the Establishment of the Financial Supervisory Commission’ relating to the creation of the FSC was ratified in 2003, partly because of electoral considerations and partly because of the impact in the financial globalization. 

Given the needs of financial supervision, it should be led by expertise.  However, under the political circumstance of Taiwan, financial affairs appeared to be politicized, which also increased policy uncertainty.  In addition to the social cost, there would also be an influence on the implementation of financial supervision.  Due to the delay in the legislative progress, the FSC was not established until July 2004.  In comparison to the financial holding companies set up in 2001, a vacant period of financial supervision emerged as a result of the legislation lag.  This period certainly highlighted a negative impact on the soundness of the financial system.

4.2 An overview of configuration from 2004 to the emergence of the financial crisis 

The FSC has been the sole statutory financial supervisor of all financial institutions since July 2004.  Concurrently, the Central Bank ceased to implement examinations of individual institutions (Central Bank of Taiwan, 2014b).  However, the Central Bank retains the independent responsibilities of monetary, credit and foreign exchange policies; and the payment system.  In addition, a coordination mechanism exists among financial supervisory authorities, including the FSC, the Central Bank and other related financial authorities, which regularly meet to discuss co-operative issues concerning financial supervision to help ensure the prevention of a crisis.

With respect to the global financial crisis, some analysts argue that substantial Asian reserves, including Taiwan, may be one source of immediate recovery from the impact (Sachs, 2008).  While the global financial crisis significantly damaged Western countries, Asian economies were hurt far less.  In addition, Nanto (2009) states that strong fiscal and monetary stimulus measures had been implemented by several Asian market economies such as China, Japan, South Korea, Malaysia, Taiwan and Singapore to recover domestic investment and consumption.  Furthermore, many Asian banking systems were thought to be in good health, so there was less of an influence on the Asian financial system overall.  For instance, stock markets in China, Taiwan, South Korea and Singapore all increased more than 40% from the beginning of January in 2009 to the end of July in 2009 (Nanto, 2009).

4.2.1 Further delineation of the FSC’s operational problems in the initial stage

Although the old structure had been displaced, the new one was incomplete and required some construction.  The FSC was established on 1 July 2004; a single authority to integrate the overseeing of banking, securities, and insurance.  The single, unified structure transferred Taiwan’s previous, different regulations on the separate financial sector towards service-driven features of supervision.  The aim of the FSC is to create a fair and sound environment for the financial industry.  However, during the early stages, its supervision appeared incompetent, particularly with regards to the matter of independence.  For example, there were three famous cases that drastically damaged the authority’s prestige.  Firstly, Mr. C. Lee, a former director general, was sentenced to a 10-year imprisonment for the offense of revealing secrets in the ‘vulture case’ of the stock market in 2005.  Secondly, Mr. J. Kong, the former chairperson of the FSC, was found guilty of corruption during his former tenure in one state-owned company in 2006.  Thirdly, Mr. C. Lin, a commissioner of the FSC, was sentenced to 16 years in prison for corruption in 2007.  Frequent personnel changes and continuous outbreaks of corruptive scandals threatened the reputation of the FSC.  

4.2.2 The Taiwanese response to the financial crisis
Taiwan is an open economy, which is heavily dependent on international trade.  Therefore, Taiwan is more vulnerable to changes in the international economic and trading environment.  However, Taiwan was not suffered as severely as the USA or the UK.  In particular, while there were numerous banking collapses in the USA and the UK, the short-term financing system in Taiwan did not change significantly.  This may be due to the fact that banks in Taiwan did not overdo business relating to property loans or mortgage securities.  So the contagious effect was relatively weak and the impact was moderate.  However, it was undeniable that government responses at the appropriate time may also have been one of the reasons.

To reduce the impact of the financial crisis, the Taiwanese government released the Economic Vitalization Package in September 2008 and carried out a series of monetary policies, financial stability measures and fiscal policies in order to stimulate domestic demand and increase the momentum of economic growth.

In terms of monetary policies, measures were provided to inject market liquidity, including lowering the interest rate by 2.375 percent from September 2008 to March 2009, which could alleviate individual and corporate funding costs.  In addition, for the more injection of sufficient liquidity, the Central Bank expanded the scope of Repo facility operations such as easing the restriction of eligible counterparties and the term of Repo operations from 30 days to 180 days (Central Bank of Taiwan, 2009).  

As for measures to stabilize the financial market, the government immediately announced that all deposits in insured financial institutions would be guaranteed in an effort to maintain market confidence.  To stabilize the stock market, the FSC narrowed the percentage fall limits of share prices from 7% to 3.5%, and constrained the short-selling of 150 listed shares.  In addition, listed companies were encouraged to buy back their own stocks as treasury stocks.  Moreover, the Special Task Force on Facilitating Enterprises to Obtain Operational Funds was organized to provide small and medium enterprises with financing support (Central Bank of Taiwan, 2009).

Turning to the issue of fiscal policies, there were some expansionary measures to stimulate domestic demand.  Firstly, the government implemented a four-year project to expand investment in public works.  Secondly, consumption vouchers were issued to the public to increase private consumption.  Thirdly, the government reduced the ceiling for estate and gift tax rates from 50% to 10%; it was hoped that this would help attract leaking capital to flow back (Central Bank of Taiwan, 2009).  


As a consequence of the stimulus measures described above, the momentum of economic growth improved.  Indeed, between the years 2008 and 2010 there was a solid increase of 10.1 percent in the economic growth rate (National Development Council, 2010).
4.3 Financial reforms in the aftermath of the crisis

The global financial crisis evoked a rethinking of safeguarding mechanisms.  Taiwan also implemented a series of reforms in the aftermath of the tsunami, including strengthening prudential supervision and enhancing investor and consumer protections. 

4.3.1 Measures to improve the soundness of the financial system
It should be highlighted that the integration of financial supervision must not only create a competent authority to deal with administrative affairs, but must also take the interests of consumers into account.  Intuitively, a unified institution should be conferred the power to cope with the issue of consumer complaints in the aggregation of financial services.
Despite the fact that ‘policy transfer’ from developed countries to developing countries is a complicated process that needs long periods of transition, it seems urgent that reforms of protecting consumers’ rights are adopted.  Taiwan most certainly followed a modern system, akin to the British type, setting up the Financial Ombudsman Service (FOS) by law to sort out consumers’ complaints.  After the financial crisis, the Taiwanese government enacted the Financial Consumer Protection Act in 2011 to protect the interests of financial consumers.  Thereafter, the Financial Ombudsman Institution (FOI) was created in 2012 under the Act, with the aim of resolving disputes between financial consumers and financial services enterprises. 

Considering the performance of dispute resolution, on the basis of data from FOI (2014), the number of ombudsman cases in 2012 and 2013 were 2,568 and 1,683 respectively.  Indeed, the number of disputes reduced by 34.64% in the period of just one year.  Analyzing this progress further, it could be argued that the extensive improvement in the general public’s financial literacy, together with the effective handling of disputes between consumers and enterprises, also contributed to a decrease in the number of cases.

Turning to the issue of additional reforms, the FSC enhanced a succession of supervision, including strengthening capital adequacy and risk management, improving the regulation of corporate governance in terms of remuneration policy and independent directors, integrating insider trading provisions, combating financial fraud, improving supervision on private placements, governing the administration of credit rating enterprises and tightening the regulation of fund distributors (FSC, 2009; FSC, 2010; FSC, 2011; FSC, 2012; FSC, 2013).  On the other hand, the Taiwanese government endeavored to broaden the scope of the financial market.  For instance, the FSC has expanded the size of capital markets as a way of deregulating trading restrictions and taking steps to establish Taiwan as a capital-raising platform in Asia.  In order to build a more robust financial environment, the wider wealth management business could be operated by separate financial institutions.  Additional important policy focused on gradually building up cross-strait ties in the financial industry under the Economic Cooperation Framework Agreement (ECFA), which has been constructed by Taiwan and Mainland China.

To analyze evolvement in the aftermath of the crisis, Taiwan’s adjustments to its financial sector development strategy need to be highlighted.  Firstly, there were a number of measures in terms of improving the prudential regulation for maintaining financial stability.  For instance, the government endeavored to write off banks’ bad debts and decrease their NPL ratios to create a stronger financial footing.  The average NPL ratio reduced from 4.9% in June 2004 to 0.5% by the end of May 2012 (FSC, 2012).  It appeared that the quality of bank assets has improved enormously compared to before.  

Secondly, in order to increase the size of Taiwan’s financial markets, there were also deregulations concerning broadening business scopes and greater internationalization.  According to the Global Competiveness Report of the World Economic Forum (WEF), Taiwan ranked 58 in the index of ‘financial market development’ in 2008-2009, while the UK ranked 5 at the same time (WEF, 2008).  Obviously, the financial markets in Taiwan represented weak in comparison with other developed countries.  Therefore, one of the main goals of its financial policy was to achieve greater business scope and to bring in more competitive institutions.  With effort, Taiwan ranked 17 in the same index a few years later in 2013-2014 (WEF, 2013).  This shift indicated enormous progress in Taiwan’s financial market development.

4.3.2 Adjusting the structure of the FSC

In July 2012, the FSC’s organizational structure was shifted from a commission system to a single-head management system.  The Board of Commissioners was reconfigured to have only its advisory function left.  In addition, representatives from the Ministry of Economic Affairs, the Ministry of Finance and the Ministry of Justice joined the committee, ensuring the policymaking was more cohesive on financial supervisory matters.  

Given the rationale behind this adjustment, financial regulations must be set on a meticulous basis for financial institutions to follow without bias.  In other words, the implementation of relevant financial supervision should be in accordance with clear provisions and definitive terms of penalty.  The regulation should not be flexible in financial matters.  Therefore, the Board of Commissioners was restricted from discussing the sanctions of institutions.  In addition, financial regulation cannot be abstract like the Competition Act of 1998 in the UK, because the scope of the fair trade issue is extensive and unspecific, thereby needing a collegial commission, such as the Competition Commission in the UK, to discuss the feasibility of policymaking.  So, from the perspective of effective supervision, it was not essential to adopt the commission form for the FSC. 

It could be argued that the chairperson of the FSC should be endowed with sufficient power to decide appropriate measures for rapid financial market changes.  Although the FSC exercises financial supervision and deals with financial business independently, the decisions it makes regarding financial policy are subject to the supervision of the Executive Yuan (its position is similar in level to that of the US Department of State).  Literally, the authority maintains independent supervision on the examination of an individual financial institution.  However, from a political viewpoint, the financial policy was controlled not only by the FSC, but it also involved the bureaucratic system.  It seems that the reconfigured structure has the aim of reaching a status of balance in order to prevent the expansive power pertaining to the chairperson of the FSC.  

4.3.3 Suggestions for the financial supervisory mechanism

Clearly, the Taiwanese government continues to build up a sound financial market and maintain stability in the aftermath of the tsunami.  However, a slight distance from developed economies still remains, with improvement measures being required to bring the country forward.  It has been suggested that Taiwan take valuable lessons from the experiences of Western countries, especially with regards to macro-prudential supervision and resolution schemes of distressed institutions.  

Firstly, it could be argued that a dedicated agency should be established that will take responsibility for macro-prudential supervision; however, it does not seem easy to pass an additional law for creating an agency within the Taiwanese political environment.  Therefore, strengthening cooperation between different authorities could offer another way of identifying systemic risks for early warning, and even of taking responsive measures towards a crisis.  In order to effectively prevent or eliminate system risks, the existing Financial Supervision Contacting Group, constituting mainly of the Central Bank and the FSC, can be strengthened in its function for mutual cooperation.  In addition, the Group level can be uplifted to the Executive Yuan for further facilitation of coordination and communication related to cross-industry affairs. 

Secondly, the scheme of resolution should be further improved to deal with failing institutions and to prevent the contagious effect within the financial system.  Since the Taiwan Financial Restructuring Fund, which was established in July 2001 to handle the market exit of financial institutions, ended up operations successfully in December 2011 (FSC, 2011), it is imperative that the withdrawal mechanism is overhauled to safeguard the interests of depositors and consumers.  Although there are resolution procedures, including the deposit insurance scheme, which have been in operation for many years in Taiwan, the UK’s Special Resolution Regime (SRR) could be taken as a reference point to reinforce the scheme of resolution.  

According to the SRR, created by the Banking Act in 2009, its main aim is to provide the BoE with a permanent scheme to handle distressed banks with statutory resolution tools (BoE, 2008b).  Such tools can be illustrated as follows.  Firstly, all or part of the business of a failing bank can be transferred to a private sector buyer.  Secondly, a failing bank’s assets can be transferred to a bridge bank which is a subsidiary of the BoE, waiting for selling in the future.  Thirdly, it can be placed into temporary public ownership.  Last but not least, a failing bank can apply for the Bank Administration Procedure (BAP) to cope with the affairs of the residual part.  These tools have been created after the crisis.  Thus, the Taiwanese authorities, especially after the closing of the Financial Restructuring Fund, could take the SRR for reference to review with regards to the shortcomings of the existing scheme, in order to structure a timely and effective mechanism for administrative and financial supports.  

4.4 A brief summary

This chapter has discussed the development of financial supervision in Taiwan in a chronological order: firstly, before the creation of the FSC in 2004; secondly, from the creation of the FSC through to the emergence of the financial crisis; and lastly, in the aftermath of the financial crisis.  The process appeared a series of regulation, de-regulation and re-regulation.   However, in addition to the prudential regulation and adjustments to the FSC’s structure to maintain financial stability after the crisis, the Taiwanese government continues to enlarge the size of financial markets, with deregulations aiming to broaden market scopes.  Hopefully, those endeavors relating to the supervisory policy can encourage a forward-facing prospect and a sound financial system.

Chapter 5  

Conclusion
This study has discussed and elucidated the development of the UK and Taiwan’s financial supervisory systems before and after the global financial crisis.  A concluding comparison of the two countries’ main policies can be seen below. 

The study discussed financial supervisory reforms in the UK and Taiwan chronologically, focusing on three key points in time: firstly, development before the creation of the FSA (the UK) and the FSC (Taiwan); secondly, the configuration from the new authority to the emergence of the financial crisis; and finally, reforms after the crisis.  As for the overall paths that both countries have followed, the trajectory of financial supervision in the UK has changed from a market-oriented system to a regulatory one; that is, from the ‘principles based’ regulation to the ‘rules based’ regime.  On the other hand, the process undergone in Taiwan is firstly from a controlling economy to a market-oriented one, and then secondly turning towards a regulatory regime after the crisis, which may be characterized as a series of regulation, de-regulation and re-regulation.   Notably, in the aftermath of the crisis, both countries converged towards regulatory states.  In particular, there is a high correlation between politics and economies in terms of financial supervisory strategies.  Because taxpayers’ money may be involved for use in crisis management, the arrangement of financial stability is more politically sensitive (Quaglia, 2010). 

Secondly, the UK government created the FSA in 1997 and the Taiwanese government followed the UK’s mode, establishing the FSC in 2004.  Both integrated authorities took all responsibilities for the supervision of individual banking, insurance and securities industries.  Concurrently, they were both established at a time prior to the crisis.  However, there were quite a few arguments about creating a new agency, both from the perspective of politics or the economy.  In addition, the ‘light-touch’ and ‘tick-box’ approaches adopted by the FSA in the UK, as well as the operational problems during the initial stage of the FSC in Taiwan, were criticized by the general public.  After the financial tsunami, authorities evaluated the performances of both of these organizations.  The UK government, subsequently, carried out a radical reform, abolishing the FSA and transferring power to the BoE.  Under the restructuring of financial supervision, it can be seen that the UK has put emphasis upon the areas of prudential regulation and consumer protection, which is called the Twin-Peaks Approach (HM Treasury, 2011).  On the contrary, Taiwan did not eliminate the FSC, but adjusted the organizational structure from a commission system to a single-head management system, thus making it a more hierarchical organization.  From the perspective of politics, the regulatory powers of both heads, the governor of the BoE and the chairperson of the FSC, have apparently increased since the financial supervision reforms. 

Thirdly, in terms of the government response to the crisis, the UK promptly implemented the ‘Bank Rescue Package’, an aggregated total of £500 billion in loans and guarantees, which covered the liquidity, recapitalization and state guarantees for the prevention of failing banks and the restoration of market confidence.  On the other hand, Taiwan announced the ‘Economic Vitalization Package’ and carried out a series of monetary policies and financial stability measures.  With regards to the similarities between these two responsive plans, both had the features of maintaining banking liquidity and providing the state’s guarantees for depositors.  However, Taiwan did not adopt radical measures to rescue banks as the UK did, because the short-term financing system in Taiwan was not significantly influenced.  Analyzing statistics from the London Stock Exchange (2014) and the Taiwan Stock Exchange (2014), the FTSE 100 Index (London) declined by 22.33% from the beginning of September to the end of October in 2008, while the TAIEX Index (Taiwan) dropped by 30.88% during the same period.  Subsequently, from 1 January 2009 to 30 April 2009, the FTSE 100 Index decreased slightly by 4.30%; however, the TAIEX Index increased by 30.51%.  This can be explained by the fact that Taiwan’s stock market was sensitive to changes in the international financial environment as well.  However, the financing system in Taiwan had not been considerably attacked; given that the internationalization of the Taiwanese financial market was not as extensive as that of London, it could recover promptly after the shock.     

Fourthly, with regards to the issue of consumer protection, the UK set up the FOS according to the FSMA to sort out disputes between financial consumers and financial services enterprises.  This independent institution was established long before the financial crisis.  Taiwan, however, did not create such an organization until 2012.  This may partly be because of the complicated nature of legislative procedure in Taiwan; it may also partly be because of the continuous emphasis on consumer protection after the tsunami.  Obviously, the Taiwan’s FOI followed the mode of the UK’s FOS.  Both institutions have the features of an independent role, impartial decision-making, and an integrated channel for complaints.  Apart from this, consumers also did not need to pay to make complaints.  In terms of the type of cases involved, most complaints related to payment protection insurance products, which had the proportions of 80.29% (FOS, 2014) and 87.59% (FOI, 2014) between April and December 2013.   By analyzing this, it can be argued that the development of insurance products appears to have been diversified and complicated in order to attract consumers’ attentions.  However, the sales and advice offered to consumers seem to have been inappropriate.  

Last but not the least, the global financial crisis has caused numerous countries to have concerns about macro-prudential supervision.  Quaglia (2010) states that macro-stability involves the stability of the whole financial system and the main institutions within the system.  In order to avoid a single distressed institution, or part of institutions from evolving into overall systemic risk, Western countries have endeavored to carry out supervisory reforms.  Remarkably, the UK strengthened the role of the BoE by organizational construction in an effort to recognize and prevent systemic risk.  Under the structure of the BoE, the FPC and the PRA were created to take responsibility for macro-prudential supervision.  As far as Taiwan is concerned, the Taiwanese authority adopted a succession of supervision measures, such as strengthening capital adequacy and improving risk management, to maintain financial stability.  In addition, it could be argued that the policies of prudential supervision and the objective of liberalization, which were continuously pursued by the Taiwanese government, represented some degree of harmonization.  According to the index ‘financial market development’ in the Global Competiveness Report of the WEF (2008), Taiwan ranked 58th in 2008-2009.  However, it made huge progress in 2013-2014 when it ranked 17th.   On the other hand, the UK ranked 5th in 2008-2009, but declined to 15th in 2013-2014 (WEF, 2013).  The Report of the WEF (2013) states that the UK has deteriorated slightly in the field of financial markets; however, it remained strong overall on the grounds of the highly developed financial market.  

In short, a comparison of the UK and Taiwan’s financial supervisory structure can be illustrated through the following table.  The UK takes the approach of Twin-Peaks supervision, which refers to prudential regulation and conduct of business.  On the other hand, both the Central Bank and the FSC in Taiwan take responsibility for macro-prudential regulation. 

Table: The comparison of the UK and Taiwan regarding the financial supervisory structure

	
	Macro Prudential
	Micro Prudential
	Conduct of Business

	The UK
	The Bank of England
	Financial Conduct Authority

	Taiwan
	The Central Bank (Taiwan)
	
	

	
	The Financial Supervisory Commission


Busch (2004) stresses that despite monetary policy being in an independent central bank, there is no model that can be widely considered as ‘best practice’ for financial supervision.  However, the macro-prudential supervision undertaken cooperatively by the Central Bank and the FSC in Taiwan may encounter weaknesses when dealing with cross-industrial business.  More generally, it is not difficult to discover that the reforms proposed by the UK have shifted towards the Twin-Peaks mode, showing supervisory convergence.  Therefore, it is an overarching issue for the Taiwanese authority to strengthen its structure concerning financial stability, ensuring it is in line with the worldwide trend towards market integration.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              
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