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ABSTRACT

- Using the 1986–1992 data of Taiwan’s midstream petrochemical industries, and applying

the OLS method to the empirical model derived from an oligopoly model in an open econ-

omy, this paper finds that domestic concentration is no longer an important determinant of

the exchange rate pass- though elasticity after the 1986 trade liberalization; import concen-

tration and domestic firms’ PCM are significantly and negatively related to the elasticity of

exchange rate pass–through; the midstream petrochemical industries whose import ratios

are greater than or equal to 0.43 have higher elasticities of exchange rate pass–through

than other industries. The cost differential between domestic and foreign firms affects

the exchange rate pass–through elasticity positively at the very beginning, but negatively

shortly after then.
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