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The Impacts of Financial Market and Institutions on the Vertical
Integrations of Industries in Taiwan

Student : [-Hua Su Advisor : Li-Ping Cheng

Institute of Finance
National Chiao Tung University

Based on theories developed by Acemoglu et al. (2009) and Cheng (2009), this thesis
analyzes the impacts of financial developments-and institutions on the vertical integrations in
the case of Taiwan. By identifying appropriate variables, three propositions are verified: [1]
the financial developments, institutions-and information technology as three independent
variables, have significantly positive impacts on the vertical integrations of industries, [2] the
interactions between two of the three variables have significantly positive impacts on the
vertical integrations of industries, and |3] the interactions between the three variables have
significantly positive impacts-on the vertical integrations of industries. This thesis thus
constructs three models for testing the propositions..Model fitness is the key measure for the
implication of representative variables and the fitness test supports the interactions between
paired variables as critical explanations of impacts of financial developments and institutions
on the vertical integrations of industries. Despite model fitness, the second model is not
appropriate due to low robust in structural test. However the third model passes both the
fitness test and structural test, indicating that the model constructed under the M-I-T paradigm
is logically consistent. The results of the three models not only show that the interactions
between the developments, the institutions and the information and communication
technologies used by financial industries are essential to explain the vertical integrations of

industries in Taiwan, but also validate the M-I-T paradigm.

Keywords: Vertical Integration; Financial Development; Institutional Setting; Structural
Equation Model; Analysis of Moment Structure (AMOS)
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AP~ BET M- Ve

UiE

Estimate S.E. C.R. P Label
FDI 003 .002 1.785 .074 par 21
FD2 103 .051 2.033 .042 par 22
IC1 169 .091 1.871 .061 par 23
I1C2 6.093 3.257 1.871 .061 par 24
IC3 1.004 .607 1.655 .098 par 25
FD3 033 .014 2.371 .018 par 26
W 004 .002 1.871 .061 par 27

FPIV D BRI M-T VBRI

Estimate S.E. C.R. « P Label
FD2 117 062 1.871 .061 par_15
ICT2  38.747 21.272 1.821 .069 par_16
FD3 .046 025 1.871 .061 par 17
FD1 .003 .001 2.063 .039 par_18
ICT1 218.621 128.500 1:701..089 par 19
W 097 052 1.871 .061 par 20

AV =~ BED LT VR

Estimate S.E. C.R. P Label
IC1 .169 .091 1.871 .061 par 15
1C2 6.093 3.257 1.871 .061 par 16
ICT1 200.566 113.111 1.773 .076 par_17
ICT2  29.907 12.792 2.338 .019 par 18
IC3 1.004 .607 1.655 .098 par 19
W 421 225 1.871 .061 par 20
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FPU P~ BE]S VAR

Estimate S.E. C.R. P Label
FDI .003 .002 1.921 .055 par 20
FD2 137 067 2.036 .042 par 21
1C2 5.323 2.586 2.058 .040 par 22
ICT1 199.494 106.634 1.871 .061 par 23
ICT3 46830170.373 25031778.986 1.871 .061 par 24
IC1 .169 .090 1.871 .061 par 25
W .002 .001 1.871 .061 par 26

?‘E' :_[/— ~ ﬁi—‘f[ = M-I :J/:!:L%EJE?‘

FD3 I1C3 IC2 IC1 FD2 FDI Y
FD3 | .033
IC3 032 1.004
IC2 | -.297 150 6.093
IC1 | -.039 -313 000" .169
FD2 | .018 084 -243 -052 .103
FD1 | .004 -005 -.113 -.002 - .007 .003
Y .068 A13 =363 -.093. -.074° .008 500
IV TS MT ISR
ICT1 FD1 FD3 ICT2 FD2 Y

ICT1 | 218.621
FD1 442 .003
FD3 -469 .005 .046

ICT2 | 11.958 282 .845 38.747

FD2 3.445 .007 .000
Y -1.890 .014 .129

.144
2.396

117
-.141 754
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ATV Z BT 1T VISR

IC3 ICT2 ICT1 IC2 IC1 Y

IC3 1.004
ICT2 | 1.319 29.907
ICT1 | -2.172  20.936 200.566

IC2 150 -7.597  -12.317  6.093
IC1 -313  -1.235 .089  .000 .169
Y 113 1.163 548 -363  -.093 .500

I VP BE = VIHBEE

IC1 ICT3 ICT1 IC2 FD2 FDI Y
IC1 .169
ICT3 | .010 46830170.373
ICT1 | .010 58177.249 < 199494
IC2 405 -5739.312 9481  5.323
FD2 | -.093 -126.111 2.532 - =372, 137
FDI | -.004 300.664 506 <097 .006 003
Y -.040 2478.051 913.0°-428 . -.095 010 .496

AL~ HET M-Iﬂfﬁ'%ﬁl’ﬁ"’@?

FD3 IC3 IC2 IC1 FD2 FDI Y

FD3 | 1.000

IC3 173 1.000

IC2 | -.660 .061 1.000

IC1 | -523 -758 .000 1.000

FD2 | 313 260 -307 -393 1.000

FDI 427  -083 -822 -099 376 1.000

Y 524 160 -208 -319 -326 .206 1.000
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F ALV R M-T ;l/ﬁl%gfﬁzg@

ICT1 FDI1 FD3 ICT2 FD2 Y
ICT1 | 1.000
FD1 548 1.000
FD3 | -.148 458 1.000
ICT2 | .130  .831 634 1.000
FD2 682 350  .000 .068 1.000
Y -147 292 694 443  -476 1.000
R LE BET LT VAR
IC3  ICT2 ICTI IC2 IC1 Y
IC3 1.000
ICT2 | .241 1.000
ICT1 | -.153 270 1.000
IC2 061 -563 -352 1.000
IC1 =758 -549 015  .000- 1.000
Y 160 301 055 -208 -.319° 1.000
Rt P - BT VAR
IC1 ICT3 ICTI IC2 - FD2" FDI Y
IC1 1.000
ICT3 | .000 1.000
ICT1 .002 .602  1.000
IC2 427 -364 -291 1.000
FD2 | -610 -050 484 -435 1.000
FD1 | -.197 808 .659 -769 .305 1.000
Y -136 514 092 -263 -363 264 1.000
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