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U.S.-Taiwan: Bolstering the Relationship
Congressman Ed Royce
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Good afternoon. It is good to be back before the Formosa Foundation. Two years ago, | had the
opportunity to address a Formosa forum in Washington, D.C. It’s always nice to be invited back

for a repeat performance.
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There has been a lot to talk about the U.S.-Taiwan relationship since I last spoke in Washington.
This year, the House Foreign Affairs Committee held the first hearings on Taiwan policy in 7
years. This isn’t something that the Administration welcomed, I can assure you. And frankly,
it’s something the other party ducked. So hats off to the leadership of Chairman Ros-Lehtinen
that they took place. Together we share a vision of partnering with a prosperous and peaceful
Taiwan at peace with its cross-Straits neighbor.
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Something is wrong with this picture
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Our timing for today’s dlscussmn is good. This weekend, President Obama is in Hawaii for the
Asia Pacific Economic Cooperation Forum. Leaders of all 21 member economies will meet in
Honolulu. The good news is that Taiwan is participating as a full member, as it has from the
beginning.
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We’ll likely see a picture in the newspaper of the leaders dressed in Hawaiian shirts. But take a
closer look, and you’ll likely see that there is something wrong with this picture. Although
Taiwan is a full member of APEC, it is once again being represented by a former Vice President
at this weekend’s summit, not the President. And of course, U.S. policy actively discourages
visits to U.S. soil by senior Taiwanese officials. Here we are, in the middle of a global recession,
trying to break-down barriers to trade and jumpstart economic growth, and the head of our 9
largest trading partner is sidelined. To me, there is no better representation as to how out-dated
and wrong our Taiwan policy is.
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Or consider the Administration’s efforts to cast the U.S. as a Pacific power. Secretary Clinton
recently penned a cover story for Foreign Policy magazine entitled, “America’s Pacific
Century.” Init, the Secretary argues that America is and has to be linked to Asia’s growth and
dynamism. No argument from me. But her eight-page article — where every country from
Brunei to Mongolia is cited — doesn’t contain a single mention of Taiwan.
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Again, there something is wrong with this picture...
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U.S.-Taiwan Relations: A barometer of the America’s role in Asia
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Our discussion today also comes as a debate is bubbling up in academia about “abandoning
Taiwan.” According to their thinking, the U.S. should consider backing away from Taiwan,
therefore removing the friction between the U.S. and China, and smoothing the way for better
relations in the years ahead.
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Fortunately, I can report that no serious Member of Congress is considering such a proposal.
Would sacrificing Taiwan result in China taking a firmer line on North Korea or Iran’s nuclear
programs? Of course not. More likely China would conclude that the U.S. is weak and can be
manipulated. The Chinese would pocket our concession and move on.
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This hypothesis also fails to understand the role that the U.S.-Taiwan relationship plays in the
region. When the U.S. responded to the 1996 Taiwan Strait crisis, the region’s confidence in the
U.S. soared and a wave of counterbalancing against China occurred — Japan, Singapore, the
Philippines and other nations all bolstered their security ties with the United States.
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Lettlng our support for Taiwan slip would likely have the opposition effect — negatively
impacting relations with treaty allies and the countries of Southeast Asia who are worried about
freedom of navigation and Chinese resource claims in the South China Sea. Put simply, U.S.-
Taiwan relations are a barometer of the U.S. role in Asia.
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It is also interesting to note that tensions between China and its neighbors have heightened at the
same time that cross-strait relations with Taiwan have been on a more even keel. This undercuts
the theory that China’s dispute with Taiwan is the only thing standing in the way of China’s
peaceful rise.
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I think Members of Congress understand the “abandon Taiwan” hypothesis what it is: naive. It
also ignores our historic ties and the critical role the U.S. has played in bolstering Taiwan’s
democratic system as an example for its neighbors and the region.
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But bad ideas have a way of creeping into the mainstream. So | raise it as a rallying point and
challenge for all of us here that care about this relationship - that we need to work even harder to
move relations forward. This talk of abandonment needs to be stomped-out before it gains
traction.
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In arguing this it’s important that we stress our objective of promoting peace and security in the
region. No one wants conflict. We want good cross-Strait relations. Our point is that peace
comes through strength. Sacrifice the traditional U.S. relationship with Taiwan, and conflict
becomes more likely.

Bolsterlnq the Relationship
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That’s one of the reasons | am so bullish on the “Taiwan Policy Act of 2011,” which I joined
Chairman Ros-Lehtinen in introducing this fall.
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Understandably, most have focused on the role the bill plays in defensive arms sales to Taiwan.
But it also:
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* encourages visits by U.S. Cabinet officials;

* requires revisions on travel to the U.S. by Taiwanese officials;

* continues to press on Taiwan’s status in international organizations; and

* pushes for Taiwan’s inclusion in the Visa Waiver Program once it satisfies the

requirements.
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I am pleased to report that this legislation has been scheduled to be considered by the House
Foreign Affairs Committee next Thursday. 1I’d welcome your thoughts today as to how it could
be strengthened and improved.
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Of significance, the legislation includes provisions that look to bolster U.S. and Taiwan
economic ties.
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I’ve often cited the maxim that the “business of Asia is business.” A wave of economic
integration — which has been underwritten by the U.S. security guarantee — has been sweeping
across Asia. Asian countries have been securing preferential trade agreements among
themselves and with other trading partners: 180 agreements are currently in force, 20 are
awaiting implementation, and 70 are under negotiation.
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Of all of these agreements, the U.S. is a party to just three: Singapore, Australia, and now —
finally — South Korea. Asia has raced forward while the U.S. has stood still. Like the U.S. — but
for different reasons — Taiwan has been left out of much of this integration as well.
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To av0|d being further marginalized, under the leadership of both the DPP and KMT, Taiwan
has looked across the strait. In the past decade, Taiwan’s total trade with China grew by nearly
300 percent.
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China-Taiwan negotiations since 2008 have yielded more than a dozen agreements covering
economic issues. Most important has been the Economic Cooperation Framework Agreement
(ECFA). Taipei drove a hard bargain — with many of the early tariff cuts being to its advantage.
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More importantly, Beijing agreed to these negotiations despite Taipei’s explicit depiction of
ECFA as a springboard for signing free-trade accords with other countries. Since conclusion of
ECFA, Taipei has launched talks with Singapore aimed at reaching a free-trade type agreement
that could be the first of many which would help Taiwan to diversify its economic relationships
and break through its isolation from regional trade liberalization.
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As one prominent observer noted last week, Taiwan’ s commerce with mainland China is
arguably now freer than its trade with the United States. | don’t know about you — but that just
doesn’t sit right with me. The U.S. must move towards a free trade agreement with Taiwan.
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Overall, U.S.-Taiwan economic relations have generally been moving in the right direction.
Taiwan has stepped up its protection of intellectual property rights (being removed from the
“Special 301 list of countries in January 2009). In July 2009, Taiwan joined the WTO’s
government procurement agreement (GPA), which gives U.S. firms access to a procurement
market estimated at $6 billion. | have legislation pressuring China to join the GPA, because
otherwise, China will continue its predatory economic policies.
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Unfortunately, when I confront U.S. officials about the need to deepen our economic
engagement with Taiwan, they point to narrow, politically-charged issues like U.S. beef exports
as holding up progress. Keep in mind that beef represents less than 1 percent of our bilateral
trade relationship. But yet we’ve put ourselves in a position where we undermine entire U.S.
economic interests. Issues surrounding beef imports have affected other trading partnership in
Asia. But only with Taiwan did the US make the decision to suspend our entire trade dialogue
over the issue.
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The last Trade and Investment Framework Agreement talks - the main forum used by Taiwan
and the United States to discuss major economic issues - were held in 2007. We are approaching
2012. This is our 9" largest trading partner we are talking about. Refusing to talk about the
broad range of economic issues between us because of a few distinct issues can only be
described as shooting ourselves in the foot. This is an important check on the rhetoric we are
hearing from the President in Asia this weekend and this coming week.
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Again, with South Korea and Japan, we were able to make broad progress by
compartmentalizing beef issues.
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Of course that took leadership. Unfortunately, neither the Bush nor Obama Administration has
held high aspirations for this U.S.-Taiwan relationship. U.S.-Taiwan relations are viewed as a
subset of the U.S.-China relationship. For the Administration — this is a relationship that they
seek to manage, rather than guide.
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Looking forward, as Taiwan, the U.S. and China will all soon go through leadership changes. It
will require hard work on the part of many --- including all of us in this room — to do our small
part to make sure that this dynamic changes, and that the picture of U.S.-Taiwan relations is
righted.
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