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Abstract

Domestic investment growth has slowed conspicuously since
2001. The slowdown was greatly exacerbated under the impact of the
recent global financial tsunami, dipping into a double-digit contraction
in 2008 and 2009. In fact, Taiwan’s excess savings have continued to
increase in the past few years, demonstrating the amplitude of idle
capital. Hence, there is need to examine why this store of idle money
has not been utilized effectively to increase domestic investment.

To broadly understand the causes of flagging domestic
investment and the long-term structural problems affecting it, this
study uses DGBAS statistics to analyze the provenance of the
slowdown according to type of owner, kind of activity, and type of
capital goods. The next main part of the study examines data from
other government departments, policy explanation, and statistics from
other major countries, to cast light on recent changes in domestic
investment. The last main part of the study investigates changes in the
investment structure, particularly as concerns the prevailing weakness
of investment growth in the service sector after Taiwan’s development
into a service-led economy since 1988. The paper concludes with
summation of policy implications based on the findings of the
foregoing analysis.
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