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OVERSIGHT OF TAIWAN RELATIONS ACT

THURSDAY, NOVEMBER 15, 1979

U nit ed  S ta te s S en a te ,
S ub co mmitte e on  E ast  A si an  an d P a cif ic  A ff air s

of  t h e  C om mit te e on  F or eig n R el at io ns ,
Washington, D.C.

The subcommittee met, pursuant to notice, at 2:06  p.m., in room 
4221, Dirksen Senate Office Building,  Hon. Joh n Glenn (chairman of 
the subcommittee) presiding.

Prese nt: Senators  Glenn, Stone, Javi ts, and Helms.
The C h a ir m a n . The hearing  will come to order.

O PEN IN G  ST ATEM ENT

The hearing  today  will consider the Taiwan Relations Act [TRA].  
We are performing  the oversight hearing  function of the Foreign Re­
lations Committee, this being the Subcommittee on Eas t Asian and 
Pacific Affairs.

Secretary Christopher, I welcome you here today and hope you will 
be able to enlighten us on the intentions of the admin istration regard­
ing the treaties and agreements that we have with Taiwan.

I particularly am concerned about the air tran spo rt agreement 
which I  understand the administration plans to terminate.

It  was my understand ing throughout the Taiwan Relations Act 
debate, and I  am sure other Senators would agree with me, that, except 
for the Mutual Defense T reaty  and related mili tary  agreements our 
treaties and agreements with Taiwan would remain in  force.

You and others in the adm inistrat ion repeatedly presented this view, 
and, f rankly, I  was somewhat shocked to discover tha t this was not the 
intention by what  we have seen from subsequent events.

Clearly, terminating the air tran spo rt agreement goes beyond any­
thin g I contemplated when we voted to establish our new and unofficial 
relationship with Taiwan. Replacing it with an “arrangement” does 
not really  change that  fact.

I also am somewhat disappointed there  was not more consultation 
on this once you had discovered there was a problem. I would have 
thought the administra tion had learned its lesson when it failed to 
consult adequately with us concerning normalization. In large meas­
ure, t ha t is what the  T RA was all about in the debate and discussion 
we had on the Senate floor in regard to it.

We in the Congress wanted to insure tha t there were no more sur­
prises and tha t we would play an active role in maintaining our un­
official, but extremely impor tant, relationship with Taiwan.
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Despi te t he lack of co nsu lta tion, T ap pro ve  no rm al izing our  re la tio n­
sh ip  wi th  main lan d China . I  wa nt to  see th at re la tio ns hip improve . 
F o r too long we h ave  closed  ou r eyes to the real ity  of  PR C [Peo ple ’s 
Re public of Ch ina ] con tro l of  the main land  and on e-q uarte r of  the 
to ta l world  popu lat ion . I  also do no t wan t to tu rn  bac k the clock on 
Ta iw an , as some might  desi re. Bu t I also do no t th in k it  is necessa ry 
to wa lk constan tly  on egg  shel ls fo r fear  of  up se tti ng  t he  PR C.  I t  is 
hi gh  t ime  the y un de rs tand  t hat  we inten d to  m aintain close, fri en dly , 
bu t unofficial, rel ati ons wi th Ta iwan , the de tai ls of  which  are  ou r 
bus ines s and  not th eir s. We met th ei r co nditio ns when we nor ma lized—■ 
per iod .

I f  the y can not  accept  th is  or  are  un ha pp y with  the de tai ls of  th at  
re la tio nship , so be it. I,  fo r one, do no t believe we can  afford  to  make 
fu rt her  concess ions re ga rd in g Taiwa n.

H av in g said th is,  I  th in k it  i s im po rtan t now th at we rea lize  there  
is go ing to be a pro blem with  tre ati es  an d agreem ents, th at  we ap ­
proach  each  one on a case-by-case  basis . In  most inst anc es, I  do no t 
th in k it  should  be necessa ry to ter minate  th e ex ist ing arr angeme nts . 
We  sho uld  be able  to  amend  or  ext end  most of  the m th roug h the  re ­
spectiv e insti tu tes  a s c ircu mstances  a nd  t he  passage  of time require .

Ho wever , th ere  m ay be cases w here  te rm inat ion is m ost ap prop ria te . 
In  fa ct , the  ai r tran sp or t agreem ent  may be such  a case. But  I  th in k 
it  is up  to the  ad min ist ra tio n to prove th is,  and PRC th re at s or  de­
ma nds sho uld  no t be the sole de ter mining  factor  of  ou r policy.

Be fore we proceed,  I also wou ld like  to  ann oun ce th at I  in tend  
th is  session tod ay  to  be the  f irs t in a series. I  consider overs igh t of  th e 
TRA an ext rem ely  im po rta nt  mat ter and will give it  my close at te n­
tio n in the  com ing mo nths. I  alr eady  an tic ipate th a t we will need  to 
examin e the questio n of  a rms sales  to  T aiwa n, fo r exa mple, as we w ill 
othe r issues.

In  any event, soon af te r the  firs t of  the  y ear, prob ab ly in the  ea rly  
sp rin g,  to coincide  w ith  t he  f irs t an niv ersary  o f t he  act , I  plan  to con­
du ct comprehensive  he ar ings  and look close ly at  the ove rall  im ple ­
mentat ion of the  TR A. In  th is  rega rd , I  hav e reques ted  GAO [Gen­
era l Ac counting Office] assis tance.

I  wou ld be glad  t o give  you a copy of  th e le tter  I  h ave  sent to the m 
so you wil l know  the  de tai ls of  our requ est.

[T he  le tte r r efer red t o fo llo ws:]
U.S.  Senate.

Committee on F oreign Relations, 
Washington, D.C., November 6,1979.

Hon . E lmer B. Staats.
Comptroller General of the United States,
Washington. D.C.

Dear Mr. Staats : I am writing  to request tha t the General Accounting Office 
conduct an  investigation of the operation of the “American Ins titu te in Taiwan,” 
which, as  you know, is an  organization tha t was established by the Taiwan Rela­
tions Act of 1979 to carry out U.S. Government “Programs, transactions, and 
other relations . . . with respect to the people on Taiwan.” Such a study would 
be a centr al piece of evidence tabled at  oversight hearings  I plan to hold in the 
spring regarding the implementation of this Act.

I have in mind an investigation tha t examines the Ins titu te’s problems and 
successes during the first year, both here in Washington and on Taiwan, and 
includes an examination of the Taiwan Defense Command’s operations since 
moving to Hawaii. The status of military equipment deliveries planned and 
scheduled for Taiwan is another area of in teres t to me.

Obviously, these are very complicated ma tters  involving not only the lette r of 
the Act itself, but also congressional intent, and mat ters  I do not want to make
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more difficult by dicta ting too precisely how you should proceed with your invest i­
gation. Instead,  I suggest tha t members of your staff contact Carl Ford of the 
Committee on Foreign Relations staff, who is assisting me with  this matte r, to 
work out details. This procedure has worked well in the past, due primarily , I 
believe, to the excellent input of your experienced and highly-motivated staff. I 
think it is the wise course to follow on this occasion.

Best regards.
Sincerely,

J o h n  Gl e n n ,
Chairman, Subcommittee on East

Asian and Pacific Affairs.
The Chairman. Other studies are planned, and I intend to dispatch 

stall' to Taiwan  to view the situat ion firsthand and report back to the 
committee in preparation  for the oversight hearings which will follow.

Today we will hear from the Honorable  Warren  Christopher, Dep­
uty Secretary  of State. After Secretary Chris tophe r’s testimony, we 
will hear from a panel comprised of Mr. Robert P. Parker , p resident  
of the American Chamber of Commerce in Taiwan, Will iam X. Morell, 
president of the USA -ROC Economic Counci l; and Victor Li of the  
Stan ford  Univers ity School of Law.

Mr. Secretary, we welcome you here today. We look forward  to your 
statement and testimony, ei ther in summarized version or i ts entirety, 
as you may choose.

Senator Stone, Senator Javits, Senator Percy, and Senator  Helms 
have indicated they will try  to attend this meeting. I know Senator  
Stone plans to be here because I  talked  with him just a few minutes 
ago. I presume other Senators will be jo ining  us shortly.

We await your statement.

STATEMENT OF HON. WARRE N CHRISTOPHER, DEPUTY SECRE­
TARY OF STATE, ACCOMPANIED BY JAMES R. ATWOOD, DEPUTY
LEGAL ADVISER, DEPARTMENT OF STATE, WASHINGTON, D.C.

Mr. Christopher. Thank  you, Mr. Chairman.  I am pleased to  have 
a chance to appear before your committee today to review our experi­
ence with the unofficial arrangements we have established with 
Taiwan.

I have a relatively short sta tement which I  would like to  have put 
into the record in  its en tirety. I will try  to abbreviate it even further.

The Chairman. Your whole statement will be included in the record 
afte r your  oral statement.

Mr. Christopher. Thank  you.
As you well know, for a number of years the United States  alone 

among the major nations refused to accord recognition to the PRC. 
This was an anomaly which hindered our diplomacy in Asia and 
thwarted the development of economic relations with a country, as 
you pointed out in vour opening sta tement, which is the home of  one- 
four th of the world’s population.

Following 6 months of intense discussions both here and in Beijing,  
President Carter announced almost a year ago—as you point  out— 
that the United States henceforth would recognize the PRC as the sole 
legitimate Government of China. At  that time, the Pres iden t an­
nounced our intention to sever official rela tions w ith Taiwan.

I think the experience over the last year in our relations with the 
PRC  stands as testimony to the  wisdom of the Pres iden t’s decision.
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As this committee is aware, the administration has submitted to the Congress the agreement on trad e relations tha t would extend nondis- criminatory t rade  status to the People’s Republic of China.
As coincidence would have it, Mr. Chairman , I  testified on tha t very agreement earlie r today before the Senate Finance Committee.
I would want to emphasize tha t while we have been pleased and gratified by the improvement in our relations  with the PRC, I am equally pleased by the fact tha t severing formal  d iplomatic relations with Taiwan has not affected adversely the welfare of the people on tha t island, nor has it breached in any way the practical ties th at exist between the United States  and Taiwan.
Taiwan’s economy, I am glad to say, is even more vigorous now than  it  was before we normalized rela tions wi th the PR C. I ts  gross national product is growing robustly and  its ind ustrial production is increas ing at 9 percent per year. Overall, we have had an increase both in our exports to Taiwan and our imports from Taiwan.
One statistic which I do want to mention is an increase in priva te 

investment in Taiwan, which is a very good indicato r of confidence in the is land’s future. U.S. private investment in Taiwan was $68 million for the first half of th is year, as compared to $27 million in the  same period in 1978, a really impressive increase.
Mr. Chairman, I do no t mean to  suggest tha t the trans ition from official to unofficial relations has been total ly without problems. No­body would expect that  so important a change would be problem-free. But. the Taiwan Relations Act, for which Congress deserves great credit, has afforded the basis for new relations, for the flexibility to deal with  our problems in a cooperative and imaginative way. In  par­ticula r, our unofficial instrumentalities , the A IT  [American Ins titu te 

in Taiwan] and CCNAA [Coordination Council for  North American Affairs ], have shown themselves to be effective instruments d uring the course of this transit ion.
As you know, in accordance with the Taiwan Relations Act. the President issued an Executive order tha t, among other things, dele­gates to the Secretary of State auth ority  to extend functiona l priv ­ileges and immunities on a reciprocal basis to the CCNAA.
We have given them, through the A IT,  a copy of  a draft  agreement on privileges and immunities. We did thi s last  September 20, and they now have responded. The differences are relative ly narrow and we think  th at agreement between the partie s on the functiona l priv ileges and immunities should soon result.
In the in terim we have accorded them functional privileges to allow for effective operation. The CCNAA has opened nine offices in this country,  a number which we rega rd as being appropriate for the new relationship with Taiwan.
Mr. Chairman, although our unofficial relations with Taiwan are coordinated throu gh the AIT , we also have recognized tha t issues could arise which are beyond the technical competence of AIT . We have made it clear tha t, to the extent necessary and appropriate , we would arrange fo r technical contacts wi th U.S. Government employees through AIT . Such instances have arisen and appropria te contacts have been made.
Now I would like to address some of the issues regarding agree­

ments and attem pt to clarify the administ ration’s intentions and, I hope, to  dispell misunderstandings which may have arisen.



This is by way of augment ing a lette r which was sent to Senator 
Jav its and a copy to you, Mr. Chairman, and which I would like to 
ask be made a part  of the  record. I t is dated October 30.

The Chairman. It  will be made a pa rt of the record.
[The information  refer red to fo llows:]

D epartment of State, 
Washington, D.O., October 30,1979.

Ho n. J acob K.  J avits,
U.S. Senate.

Dear Senator J avits : This let ter is in reply to your inquiry of Assistant  
Secretary Holbrooke at  the September 27 hearing of the  Senate Foreign Relations 
Committee concerning our intentions toward the treat ies and agreements we 
mainta in with Taiwan.

At the time of the normalization of relations with the People’s Republic of 
China we made clear our intention  to maintain,  on an unofficial basis, trade, 
cultural and other relations with Taiwan. Since a ll other countries which had 
previously normalized relations with the PRC had without exception taken the 
position that all thei r bilateral agreements with Taiwan automat ically became 
null and void simultaneously with the severance of their  diplomatic relations  
with Taiwan, we believed it essential tha t we make clear tha t there  would be 
no hiatus in relationsh ips and tha t the agreements with Taiwan continued to 
have legal validity despite the withdrawal  of recognition. The President there ­
fore issued a Presidential Memorandum on December 30. 1978 which stated tha t 
“existing international agreements and arrangements in force between the United 
States  and Taiwan shall continue in force.” The Administrat ion welcomed the 
addition of Section 4 (c) of the  Taiwan Relations Act (Public Law 96-8), which 
approved the continuation in force of such agreements “unless and until  termi­
nated in accordance with law,” because that provision fur the r removed any 
doubt about the continued legal validity  of those agreements under  U.S. law.

Although our relationsh ip with Taiwan is unofficial, it  is not static. Some of 
our agreements with Taiwan will expire, perhaps calling for replacement with 
new agreements, some will require changes or updating, and others, having 
completed thei r purposes, will become obsolete. As circumstances change, agree­
ments on subjects not now covered by agreements may be required. As Assistant 
Secretary Holbrooke stated  at the Senate hearing, we do no t have a policy to 
convert or terminate all of the trea ties  and agreements we mainta in with Tai ­
wan. Each agreement as the circumstances require, will be trea ted on its own 
merits on a case-by-case basis.

You asked about the “size of the problem,” about our outlook for  the various 
agreements. We have undertaken a review of agreements with Taiwan and I 
will share with you ou r preliminary views on them. There are five agreements 
which require current attention . There is an agreement on scientific coopera­
tion which expires in January 1980, and since both sides are interes ted in main­
taining the mutually  beneficial programs carried out under this  agreement, 
we are prepar ing to begin negotiations on an AIT/CCNAA agreement to replace 
this agreement when it expires. Under the Taiwan Relations Act, agreements 
concluded by the unofficial instrumentalities have full legal force and effect 
under U.S. law. With regard to our civil aviation agreement, it was concluded 
in Nanking in 1946 with the then Government of China. It  is  inappropriate  and 
a hindrance to maintain with Taiwan an agreement which purports to provide 
us landing rights in Nanking and Shanghai at  a time when we are about to begin 
talks with the Chinese Government on a PRC/U.S. aviation agreement. Vice 
President Mondale during  his trip  to China in August informed Peking that we 
planned to replace the Nanking agreement with a new agreement between the 
American Ins titu te in Taiwan (AIT) and the Coordination Council for North 
American Affairs (CCNAA). A new agreement  with Taiwan would be appropr i­
ate in any case in view of the need to improve United States-Taiwan air  services 
and bring the current agreement into conformity with our international avia ­
tion policy. We have begun negotiations for an AIT/CCNAA civil air agreement 
to replace the old one. Our textile  agreement with Taiwan requires some minor 
implementing modifications and these can be affected by AIT/CCNAA le tters of 
understanding. Action will also have to be taken with respect to the nuclea r 
cooperation agreement to fulfill the requirements of the Nuclear Nonprolifera­
tion Act of 1978. Finally, on October 24, CCNAA and AIT had an exchange of 
letter s implementing MTN-related reductions in tari ff and non-tariff barr iers.  

56-42 0—80----- 2
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Based on our review to date, no other agreements appear  to require current attention.

A second group of 29 agreements rela te to active programs or contain pro­visions of continuing value. These include agreements on such matters as edu­cation, fisheries, investment, postal affairs  and the Treaty of Friendship, Com­merce and Navigation. Many of the rest  of these agreements appear  relatively inactive, but do contain provisions which remain active. Two agricul tural  sales agreements relate  to commodities previously furnished, but for which payment is still being received. Seven agreements relating to the provision or loan of military equipment contain provisions on reversionary rights or third party tran sfer limitations. We see no reason at  this time for any action to be taken with respect to these agreements.
A third category includes the Mutual Defense Treaty  and six agreements in the military field. One agreement relat ing to the statu s of U.S. armed forces in China is coterminous with the Mutual Defense Treaty. Three other agreements relate to the former U.S. military presence on Taiwan and two to the construc­tion of communications facilities which has been completed. The President has given notice tha t the MDT will terminate on January 1, 1980 and we are com­mitted to taking the necessary steps so tha t the termination will occur as sched­uled. Accordingly, the related  military agreements will also terminate with the MDT at the end of the year.
In addition, two non-military agreements have been rendered inoperative by normalization. These re late to entry-free privileges for consular officers and the statu s of the American Embassy Language School. We no longer have consular officers on Taiwan and the American Embassy School in Taiwan ceased to func­tion on February 28. We plan to delete these agreements from the January, 19S0 Treaties in Force.
In the final group are fourteen agreements which appear to be either fully executed or inactive. These include five agricultural agreements relating to commodities previously furnished  and for which payment has been received in full, a fully executed agreement for provision of nuclear research and training equipment and two agreements relating to our economic aid program to Taiwan. (Two additional agreements relating to economic aid which were listed in the January,  1979 Treaties  in Force termina ted in March, 1979.) We wish to take more time to review these agreements and  AIT will discuss them with Taiwan to assure  th at they contain no active provisions before deciding on the ir disposition.After fur ther review and as changing circumstances warrant, we may wish to take fur the r action with respect to certain  of our agreements. I wish to assure you tha t we intend to maintain close contact with Congress on this subject. We will, of course, notify Congress of any agreements concluded between the AIT and CCNAA as provided in Section 12(c) of the Taiwan Relations Act.As a general comment on the  nfcw arrangements with Taiwan, we believe the evidence, including the drama tic increase in U.S. trade  and investment with Taiwan, clearly demonstrates tha t we have been able to make the transi tion to the new relationship with Taiwan in a way th at is fully consistent with normali­zation with the PRC while maintain ing the substance of our relations with Taiwan as provided in the Taiwan Relations Act.Sincerely,

J. Brian Atwood.Assistant Secretary for  Congressional Relations.
Mr. Christopher. When we normalized our relations with the People’s Republic of China, we made it c lear th at we had an intention on an unofficial basis to mainta in trade , cultura l, and other relation­ships with Taiwan. We believed it essential tha t our existing arrange­ments with Taiwan would continue to have legal val idity, despite the withdrawal of recognition.
As the President said in his Presidential memorandum, “Exis ting internationa l agreements and arrangements in force between the United States and Taiwan shall continue in force.”
Congress recognized this in section 4 (c) of the Taiwan Relations Act, which we welcomed and which provided for a continuation in force of such agreements “unless and until  terminated in accordance with law.” This treatm ent of existing  agreements by the  adminis tra-



tion and Congress stands in contrast to what  most other nations in 
similar circumstances did. As you know, Mr. Chairman, other nations 
abrogated their agreements with Taiwan upon recognizing the People’s 
Republic of China.

Mr. Chairman, it  is important to recognize tha t our relationship 
with Taiwan  is not static. I t has not been frozen in the status  quo that 
existed a t the moment we recognized the  People’s Republic of China. 
Some of the agreements th at we have with Taiwan will expire ; some 
will require changes or upd ates ; others, having completed their pu r­
poses, have become obsolete.

Having said th is, I want to emphasize that  we do not have a policy 
of converting or terminating all of the treatie s and agreements we 
have mainta ined with Taiwan. Each  agreement, as the circumstances 
require, wil l be considered on its  own merits on a case-by-case basis.

1 am glad to note tha t in your opening statement, Mr. Chairman, 
you used that same phrase, which is the one I would stand by, and t ha t 
is that  we will consider them on a case-by-case basis.

In this context, we have undertaken a review of our agreements with  
Taiwan. I would like to share with you our preliminary appraisal.

There are five agreements which I think require current attention . 
I will mention them briefly.

First, there is the agreement on scientific cooperation, which both 
sides have found beneficial and which expires in about 2 months, in 
Jan uary 1980. We have negotiations underway for a new agreement 
between AIT  and CCNAA.

Second, the air  transport agreement, which the chairman mentioned, 
was an old agreement, concluded in N anking in 1946. I t has become a 
hindrance to our relationship on aviation matters with the PRC. It  
was only afte r Vice President Mondale during his trip to China in 
August  informed Beijing th at we would plan to replace this  outdated 
Nanking agreement with a new’ agreement between AIT  and CCNAA 
tha t the People’s Republic of China agreed to begin negotiations  on 
a civil air agreement between the United^States  and the People’s Re­
public of China.

In  any event, there is a new’ basis for air links with Taiwan  which 
would be useful in improving United States-Taiwan air services. 
Negotiations currently are underway between the AI T and the 
CCNAA on a civil air agreement. Good progress is being made in those 
talks and we would hope to have a new agreement in the very near 
future.

The civil aviation agreement, Mr. Chairman, is one of those rela ­
tively rare instances where the changes are so fundamental  tha t it is 
necessary to have a new agreement. Whatever the circumstances, we 
would have wanted to have a completely new’ agreement, a novation  
with Taiwan, because of the changes in U.S. aviation policy which w’e 
want to reflect.

A thi rd agreement tha t required current and prompt  atten tion is 
the textile agreement, which requires some implementing modifica­
tion. This is one of those instances, Mr. Chairman, where we believe 
tha t changes could be handled throu gh a letter  of understanding  be- 
tw’een AIT  and CCNAA which will keep in force the basic underly ing 
agreement.

Four th, and a matter of part icular interest, I  know, to the chairman, 
is the matter of nuclear non-prolifera tion. We are reviewing the nu-
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cle ar coo peratio n agreem ent  pu rsua nt  to the req uir em ents of the  Nu cle ar No n- Pr ol ife ra tio n Ac t of  1978.
F if th , only about 1 mo nth  ago, on Octob er 24, CC NA A and A IT  exchan ged  le tte rs imple me nting  t he  MTN -re lated  red uctions  in tarif f an d no ntar iff  ba rri ers .
These are  the  five agreem ents which  r equir e some cu rren t att en tio n. Our  review has  ind ica ted  that  no othe r agreeme nt requir es immedia te att ention.
A second grou p of 29 agreem ent s conta in act ive  prog rams or  con ­ta in  pro vis ion s of  c on tin uin g relevanc e. For example, th is  g roup  con­ta in s agreem ent s on acti ve pr og rams in the  fields  of  edu cat ion , fish­eries, inv estment,  posta l aff air s and the Tre aty of  Fr iend sh ip , Com ­merce, an d Navig ation . Two ag ricu ltu ra l sales agreem ent s conta in pro vis ion s of  conti nu ing  rele vance because the y re lat e to commod i­ties which  p rev iou sly  have been fu rn ishe d bu t fo r w hich paym ent s til l is being rece ived  by the Uni ted Sta tes .
We see no reason  a t th is tim e to tak e act ion  on thes e 29 agree men ts.
Mr . Ch airm an . I th in k it is s ign ificant th at  there are  on ly five agre e­

ments  th at  we th in k need  immedia te or  cu rre nt  work, and 29 whi ch we feel can  go fo rw ard wi thou t any cha nge  at  t he  prese nt time .
A th ir d  c ate gory includes th e Mutu al Def ense T re aty and six agree ­ments  in the mili ta ry  field. As  you know, the Pr es iden t has giv en notice th at the  Mutu al Defense  Tre aty will term inate  on Ja nuar y  1, 1980, and we are com mit ted  to ta ki ng  t he  step s nece ssary so th at the term inat ion wil l occu r as schedu led.
Accordingly,  it is ap pr op riate th at  all  re la ted  m ili ta ry  agreem ents also will  term inate  wi th the  M utua l Defense Tr ea ty  as of  the end  of the yea r.
In  ad dit ion , two non mili tarv  ag ree ments  have  been  ren dered  moot by 

norm ali zatio n. One  agreem ent  cal ls fo r en try -fr ee  pr ivi leg es fo r con­su lar officers and the  oth er concern s the sta tus of  the Am erican  Em ­bassy La nguage  Schoo l.
I  th in k it  is ap pr op riate her e to tr y  to dispel  a rumor  or  a notion th at  aris es fro m tim e to time. Ther e' is  no substan ce to the thou gh t 

th at  we are  pl an ning  an ad di tio na l 1 ye ar  morato riu m on new arm s 
sales to Ta iwan . Wh en the  M utua l Defense Tr ea ty  ter mina tes  at the  end  o f the  y ear, we wil l con tinu e to provide  Ta iw an  access to selec ted defense art icle s.

The  final  grou p of 14 agreement s are  those whi ch ap pe ar  ei ther  to 
hav e been  fu lly  executed or  inactive.  Th is  inc ludes five ag ricu ltu ra l 
com modities agreem ents, a fu lly  executed agreem ent  fo r the pro vis ion  of  nucle ar research and tra in in g,  and two  agreem ents re la tin g to  ou r 
economic aid  p rogram  to  T aiw an. W e wish  to  tak e more  tim e to  rev iew these agre eme nts.  A IT  will  discuss the m wi th  CC NA A to  assu re th at  
there  are  no active pro vis ion s in the m before  we decide to  drop  them.

A ft er  fu rther  review, and as circ umstance s change  in  the  fu ture , 
we may need  to tak e fu rthe r ac tion with  respec t to  ce rta in  of  thes e agreem ents. But  I  w ant  t o assure  you th a t we w ill maintain close con­tacts w ith  Congress on t his  subject .

Th is is an area in  which we ne ver quit e reac h 100 percent . Mr. Cha ir ­
man . We  never do qui te as well as we wou ld like  to do. We need  to rem ind  ourselv es ove r and ove r a ga in  abou t t he  need fo r consu lta tion.

I  ta ke  y ou r point  on the need  f or  co nsu lta tion and ou r shortcoming s in  th at  reg ard.  I t  is no t a m at te r of  fa ilu re  of good  intentions . I t  is
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simply a matter of fa ilure of execution. We cer tainly will noti fy Con­
gress of  any agreements concluded between AIT  and CCNAA under 
the Taiwan Relations Act.

I think the experience over the last  year has demonstrated the 
vita lity  and the viability of the new rela tionship. Recognition of the 
People’s Republic of China has not  resulted in an in terru ption of our  
relations with Taiwan. By avoiding a dogmatic approach, we have 
been able to promote ties with Taiwan tha t are consistent with our 
diplomatic relations with the People’s Republic of China.

I think the last year has demonstrated the success of the transition . 
At the same time th at t rade  and investment in Taiwan have increased, 
we have preserved the  terms upon which we have normalized our rela­
tions with  China.

It  has not been perfec t or always smooth, but  I  think the net re sult 
is one in which Congress can take a g reat  deal of pride  for the skill 
with which the Taiwan Relations Act was constructed to take care of 
this t ransi tiona l period.

I would be happy to try  to answer any questions tha t you may have, 
Mr. Chairman.

[Secretary Chris tophe r’s prepared statement follows:]
P repared Sta teme nt  of H on . W arren Chris to ph er , Deput y 

Secretary of State

I am pleased to appear  today before the committee to review our experience with the unofficial arrangements t hat we have es tablished with Taiwan.For years the United States, alone among the major nations  of the world, refused to accord recognition to the People’s Republic of China. This anomaly hindered our diplomacy in Asia and thwarted the development of economic rela­tions with a country t hat  is the home of one-fourth of the world’s population.Following 6 months of intense discussions both here and in Beijing. President Carter announced almost a year ago tha t the United States would henceforth recognize the PRC as the sole legitimate Government of China. At the same time the President announced our intention to sever official relations with Taiwan.The development of our relations  with the PRC over the  past year stands as testimony to the  wisdom of the President’s decision. As this committee is aware, the administrat ion has recently submitted to the Congress the Agreement on Trade Relations that would extend most-favored-nation nondiscriminatory trade  status to the PRC.
While our improved relations  with China have been gratifying, I am equally pleased by the  fac t t hat  the severing of our diplomatic relations with Taiwan has not adversely affected the welfare of the people. Nor has i t breached the practical ties tha t exist between Taiwan and the United States.
Taiwan’s economy today is even more vigorous than it was before we normal­ized relations with the PRC. Taiwan’s GNP is growing robustly and industria l production is increasing at 9 percent per year. Projected  United States-Taiwan trade for 1979 is $10 billion compared with $7.5 billion in 1978. This represents an increase of 33 percent. U.S. private investment in Taiwan, a very good indi­cator of confidence in the island’s fu ture, was $68.7 million in the first hal f of this year compared to $27.1 million dur ing the same period in 1978: A str iking increase.
I do not mean to suggest tha t the transition  from official to unofficial relations has been problem-free. But the Taiwan Relations Act, the basis for our new relations, has afforded us the flexibility to deal with problems cooperatively and imaginatively. In particular , the unofficial instrumentalities of our new rela ­tionship. the American Ins titu te in Taiwan (AIT) and the Coordination Council for North American Affairs (CCNAA), have proved thei r effectiveness during the transition.
In accordance with the Taiwan Relations Act, the President issued an Execu­tive order that, among other things, delegates to the Secretary of State  the authority  to extend functional privileges and immunities on a reciprocal basis to the CCNAA.
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ATT provided CCNAA a copy of a d ra ft  agreem ent on privileges and immunities 
on September 20. 1979, to which CCNAA has responded. Differences a re  minimal, 
and  agreemen t between the partie s should soon result. In the  m eantim e, the  two 
sides have extended func tional privi leges  to allow for effective operation s of the 
two organizatio ns. To conduct its  affa irs, the  CCNAA ha s opened nine offices in 
our  country—a number  th at  is app rop ria te f or  our  new relat ionship with Taiwan.

Although oui’ unofficial rela tion s with  Taiw an are coordina ted thro ugh  the  
ATT, we have  recognized that  issues could ari se  which are  beyond the techn ical 
competence of the  AIT. We have  made  it  clea r tha t, to the  extent  necessary 
and appropriate, we would arr ange  fo r technica l contacts  with  U.S. Government 
employees through AIT. Such instances have, in fact, arisen, and the  appro priate  
contacts  have been a rranged.

I would now l ike to address  for the  record some of the issues  regarding agree­
ments in an attempt to cla rify  the  adminis tra tion’s intentions and, I hope, to 
dispel any  misunder standings. These rem ark s will augm ent the  le tte r our  De­
partm ent sent to you. Mr. Chairman, and to Senator  Jav its , on October 30, and  
which, with your permission, I would like  to make  a pa rt of the  official record.

When we normalized our relatio ns with  the  People’s Republic  of China, we 
made cry sta l clea r our  intention to maintain, on an unofficial basis, trad e, cul­
tu ra l and other rela tion s with Taiw an. We believed it essential  th at  our exis t­
ing agree ments with Taiwan would continue to have  legal valid ity, despite the  
withdrawal of recognit ion. The Pre sident  the refore  issued a memorandum on 
the  las t day of 1978, which sta ted  th at  “exist ing int ern ational agreements and 
arra nge ments  in force between the  United  Sta tes and Taiw an shall continue in 
force.” The adm inistra tion welcomed the  add ition of section 4(c) of the  Ta i­
wan Rela tions Act, which approved the  continuation in force  of such agre e­
ments  “unless and unt il terminat ed in accordance with  law.” because that  
provision fu rthe r removed any  doubt about thei r continuing validity . This  trea t­
ment of exis ting  agreements by the  adm inistration and Congress stan ds in con­
tr as t to th at  of most oth er natio ns, which  abrogate d their  agreements with 
Taiw an upon recognizing the  PRC.

Our rela tionship  with Taiw an is not  stat ic. I t has  not  been frozen in the  
sta tus  quo th at  existed at  the  moment  we recognized the  PRC. Some of our 
agreements with  Taiw an will expire , perhaps calling for  replacem ent with new 
agreem ents ; some will require  changes or updating; and others, having com­
pleted  their purposes, will become obsolete. However, I wan t to emphas ize th at  
we do not  have  a policy to convert or terminat e all of the  tre ati es  and agree­
ments  we ma intain  with  Taiwan. Each agreement,  as the  circu mstances  requi re, 
will be considered on its own mer its, on a case-by-case basis.

In  th at  context, we have und erta ken  a review of these agreements with  Ta i­
wan and I will sha re with  you our  pre liminary views on them. There are  five 
agree ments tha t requ ire current a ttention.

Fi rs t, our  agreemen t on scientific cooperation, which both sides have  found  
beneficial, expi res in Janu ary 1980. Negotiat ions  for  a new agre ement will soon 
begin between  the  AIT and CCNAA. Under the  Taiw an Relations Act. agree­
ments  concluded by these  unofficial ins trumenta liti es have full force and effect 
und er U.S. law.

Second, the  Air  Tra nsp ort  Agreement concluded in Nank ing in 1946 has  be­
come a hindrance  to development of aviation rela tion s with  the  PRC. I t was 
only af te r Vice P resident Mondale, dur ing h is tri p to China in August,  inform ed 
Beij ing th at  we planned to replace the  Nank ing agreemen t with a new agree ­
ment  between the  AIT and the  CCNAA. th at  the  Chinese Government agreed 
to begin nego tiatio ns for  a U.S.-PRC civil aviation agreem ent. In any event 
a new bas is for  a ir  links with  Taiw an would be useful in improv ing U.S.-Taiwan 
ai r services. Nego tiations currently are  underway between AIT  and  CCNAA on 
a civ il a ir  agreement.

Good p rogress  is being made in the  talks and we would hope to have  a new 
agreement soon.

Third, our tex tile  agreement with Taiw an requ ires  some im plementing modi­
fication. These are being hand led by AIT/CCNAA let ter s of understa nding.

Fou rth , pu rsu an t to the  Nuclear Non -Pro liferation Act o f 197S, we a re review­
ing the Nuclear Cooperation Agreement.

Fif th,  on October  24. CCNAA and AIT exchanged le tte rs implementing MTN- 
rela ted  reduction s in tar iff  and  non tar iff barrie rs.  Having mentioned these  five 
categ ories  th at  require  action , no oth er agreements app ear  to require  curre nt 
attention.
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A second group of 29 agreements concerns active prog rams or con tains pro­visions  of cont inuing relevance. For  example , thi s group contains agre ements on activ e programs in the fields of educa tion, fisheries,  inves tmen t, pos tal affairs  and  the Tre aty  of Friendsh ip, Commerce and  Navigation . Two ag ric ult ural sales agreements , on the other hand , contain  provis ions of cont inuing relevance. They rel ate  to commodities which have  previously been furn ished, but  f or which  pay ­ment  is stil l being received by the  United  States. We see no reason a t thi s time to take  any a ction  with respect to these  agreements.
A third  categ ory includes the  Mutual Defense Treaty and  six agreeme nts in the  mi lita ry field. The Pre sident  has  given notice th at  the MDT will term ina te on Janu ary 1, 1980, and we are committed to tak ing  t he  steps  necessary  so t ha t the term inat ion will  occur as scheduled. Accordingly, all  relate d milita ry agre e­ments  will also terminat e with  the  MDT at the  end of the year.
In addit ion, two non-milit ary agree ments have been rend ered  moot by norm al­ization. One agreeme nt calls for entry-f ree privi leges for  consula r officers, and the oth er concerns the  s ta tus of the  American Embassy Language  School. We no longer  have consula r officers on Taiw an and the  American Embassy School in Taiwan  ceased to function on Febru ary  28. We plan to delete these agreements from  the  Ja nu ary 1980 Tre aties in  Force .
It  is app rop ria te here  to dispel a notion th at  ar ises from time to time. There is no subs tance to the rumor th at  we are  p lann ing an add itional  l-.vear m oratorium on new arm s sales  to Taiwan. When the  Mutual Defense  Trea ty termin ates at  the  end of this year, we sha ll continue to provide Taiwan access to selected  defensive weapons.
The final group concerns  four teen  agreements th at  app ear  to be either  fully  execu ted or inact ive. These include five a gri cu ltu ral  commodities  agreements, a fully executed agreement for  provis ion of nuc lear research  and  tra ini ng  equip­ment, and  two agree ments relating to our  economic aid program to Taiw an. We wish to take more time  to review these agreements . AIT  will discuss them with CCNAA to a ssure that  they contain no active provisions before deciding on t hei r disposition.
After fu rth er  review and as chang ing circumstances wa rra nt,  we may want to take furth er  ac tion with  respec t to c ertain  of ou r agreem ents. I want to a ssure you that  we intend to maintain  close c onta ct with Congress on this subject. We will, of course, not ify Congress of any agre ements concluded between  the  AIT and  CCNAA as provided in the Taiw an Relations Act.
Although our  new relatio nsh ip with  Taiw an has  requ ired  cre ativity and  flexi­bili ty on the  pa rt of officials on both sides, the experience of the  pa st year has  demonst rated the viabili ty of that  new rela tionship . Recognition of the  People’s Republ ic of China has not resulted as some feared, in the interr up tion of our  rel ations  with Taiw an. Avoiding a dogmatic approach, we have sought to pro­mote those  ties  with  Taiw an th at  are  consistent with diplomatic relatio ns with with  the People’s Republic of China.
I believe th at  the  evidence dem ons trates the  success of the  transi tion. At the same time th at  U.S. t rad e and investment in  Taiwan have increased d ram atic ally , we have successfully preserved the term s upon which we normalized rela tion s with the People’s Republic  of China.
I will be happy  now to answer  any quest ions th at  the  committee may wish to ask.
The Chairman. Thank you, Mr. Secretary.

RECENT TERM INATION OF CIVIL AIR AGREEMENT WIT H TAIWAN

M hen we were considering the Taiwan Relations  Act. during our 
hearings, Senator  Stone asked, ‘‘What specifically would the State  
Department plan to do following normaliza tion with the (a) Friend ­
ship, Commerce and Navigation Treaty ; (b) the air tran spo rt agree­
ment; (c) the agreement on civil uses of atomic energy; (d) the textile 
agreem ent; (e) the agreement of double taxat ion on earnings for the operation of ships and a irc raf t?’’

The. administrat ion responded at that  time, “All internat ional agree­
ments will remain in force except fo r the Mutual Defense Trea ty and 
related  agreements which will terminate on J anu ary  1, 1980.”
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This theme was echoed again by President Carter in his memo­randum to al l departments and agencies prior to passage of the TRA and by you in your testimony before the  committee. Despite all these assurances, the Vice President went to China and just announced tha t we -were going to term inate the a ir agreement and en ter into some sort of unofficial arrangement. That certain ly caught all of us unaware. It  certainly  was not wha t we thought  was intended by the testimony that had been given a t the time the T RA was passed.
I might add tha t I  do not think there have been any two people in Government who have communicated any more fully  than  I  have with Secretary Holbrooke of the Eas t Asian Bureau. We talk  almost daily, or certainly  several times a week, about mutual problems. I  consider myself to be one of the fortunate few in Government who does feel tha t he is adequately consulted and talked  with about these things. We have developed a rapp ort through the years that I  think has stood us in good stead on the  committee and  in the administ ration.
In  the conversations tha t I had with Mr. Holbrooke prio r to the Mondale visit, while we talked  about MEN [most favored nationj,  about trade, about commerce, about all  the th ings that  might  or might not come up during the Mondale visit, I thought I  had been thoroughly brie fed; nevertheless, this business of terminating the air agreement never was mentioned and caught  us all  by complete surprise.Can you shed any ligh t on why th is came up so suddenly and why this became such a big issue ? Did the PR C br ing this up and just insist upon th is ? What was the genesis of th is situation ?
Mr. Christopher. First, Mr. Chairman, let me go back to the be­ginning of your question.
It  cer tainly is true tha t a t the time of the Taiwan Relations Act we testified tha t all agreements, except the Mutual  Defense Treaty , would remain in force. Bu t I think it also is accurate to say tha t t his state­ment was not meant to be one which would have continuing validity for the indefinte future. Indeed, I think  it would be quite an absurdity to suggest th at the 59 agreements that we had with Taiwan at  the time of the Taiwan Relations  Act would remain untouched, unchanged, and unmodified fo r the indefinite future . Indeed, if you read one answer tha t was given by the State Department, I  might  read another one tha t was given in response to a question from Senator  Stone in which we said tha t we have only one operationa l trea ty with the Taiwan au­thoriti es—the 1946 Friendship , Commerce and Navigation  Treaty, tha t has no expiration date. New agreements, including renewals and extensions of existing ones th at may expire  will be concluded by AIT and its Taiwan  counterpart. They will not be signed by government officials but they will be fully effective to enable relations  to continue and prosper.
Tha t was our answer.
I think , Mr. Chairman, tha t the Congress was on notice th at there would be agreements tha t would expire or would need to be modified or terminated. As I have indicated to you, there are five agreements which in our review we th ink need some immediate or  cu rrent  a tten­tion. The civil aviation  agreement fell into th at category.
When we began to consider an aviation arrangement with the Peo­ple’s Republic of China, it became p lain tha t the old Nanking agree­ment w ith Taiwan was an obvious impediment. It  covered the entire mainland of China. It  was outda ted in its form; it was outdated in i ts
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concept; it simply was so behind the times th at i t needed to be revised.
The Chairman. Mr. Secretary, we will have to leave the he aring to 

vote. We will be right back.
My next question will be this. Why was the first public announce­

ment of our intention to terminate the civil air agreement with Taiwan 
made by a U.S. official while in the People’s Republic of China and 
with only a few hours  notice given to the author ities in Taiwan and 
none to us ?

Senator  J avits. Warren, I may not be able to  come back a fter  th is 
vote. Let me say this before I leave.

Would you undertake to keep us closely apprised of the course of 
the negotiations on these four agreements which still remain to be 
renegotiated?

Mr. Christopher. I  give you tha t commitment, Senator.
Senator J avits. I believe, in all frankness, tha t our interes t in 

Taiwan is a counterbalance to any deep feelings in the People’s Repub­
lic of China. We feel very strongly about it here. We are going to 
monitor it very closely to see tha t the purpose and intention of the 
Taiwan Relations Act are met.

Mr. Christopher. Thank you, Senator.  I  will give you tha t 
commitment.

The Chairman. Sena tor Stone went to vote and will retu rn as soon 
as he can. As I  believe he will be back before I will, he no doubt will 
resume these hearings upon his re turn.

Forgive us for this brie f recess.
[A brie f recess was taken.]
Senator  Stone [presiding].  The hearing will come back to order 

until the next vote, and I  am informed th at may be in about 30 seconds, 
as soon as the lights go off. Bu t we will do the  best we can until the 
next vote.

CONFLICT OF PREVIOUS TESTIM ONY PERT AINING TO TERMINATIO N OF 
AGREEMENTS

Secretary Christopher, Senator Glenn started to ask you about your 
answer to question 17, which is what  specifically would the State De­
partm ent plan to do following normalization with the Friendship, 
Commerce and Navigat ion Trea ty, the air tran sport agreement, the 
agreement on civil use of atomic energy and nuclear materials, the 
textile agreement, the agreement on double taxation  on earnings from 
the operations of ship and airc raft . Your answer was tha t all inte r­
nationa l agreements wfill remain in force, except for the Mutual De­
fense T reaty  and related agreements which will terminate on Janu ­
ary 1,19 80.1 understand tha t your answer was something to the effect 
that this was not intended to continue for an indefinite period.

Would you please tell me exactly what you said?
Mr. Christopher. I  will t ry to, Senator, as best I  can from memory.
What I said was I  think the answer was correct in the sense t hat  

all of the agrements did continue in force. But tha t was not a com­
mitment tha t there never would be any change in any one of the 59 
agreements. Indeed, another answer t hat  I gave to  the committee, or 
tha t the State  Department gave to the committee, made it clear tha t 
there would be renewals or modifications of agreements and they would 
be between the AIT and CCNAA. So I think, Senator  Stone, tha t 

56 -4 20— so ------s



14

those two concepts are quite properly harmonized by the understand ­
ing tha t they remained in force, which they have. All 59 have re­
mained in force. I  have pointed out that there are five that need cur­
rent attention , and tha t seems to me to be a relatively appropria te 
number in relation to the number t ha t has remained in force without 
any change.

Senator Stone. Secretary Christopher, the answer to the other ques­
tion tha t you referred to is question 1 on page 74 of the hearings ,1 
is that not r ight ?

Mr. Christopher. That’s correct.
Senator Stone. Would you not say tha t a reading of that answer 

is just as consistent with the conclusion tha t only one operational 
trea ty has no expiration  date and tha t new agreements, including re­
newals and extensions of existing ones t ha t may expire are to be by 
the informal entities? In other words, the exceptions to the general 
principle t ha t all agreements, except for the  defense agreement, would 
continue in force are tha t new agreements would not be by the official 
process and tha t those renewals or extensions which expire would be 
by the informal entity. Isn ’t that just  as consistent w’ith what  you 
have just said?

Mr. Christopher. I think  th at is a possible interp retation, Senator 
Stone. B ut it seems to me to go agains t logic and commonsense.

It  seems to me th at your construction, Senator, would mean tha t 
all 59 agreements would continue in force for the indefinite future 
without change. I think tha t in view of the number of changes tha t 
take place in interna tional  and commercial life, this is not the best 
construction of tha t position.

Senator Stone. Not at all, Secretary Christopher . My inte rpre ta­
tion is tha t amendments would be conducted by the informal entities, 
but tha t the existing agreements would continue, and this is not only 
my logical interpreta tion, i t is what I understood.

In fact, I  th ink if you were to survey our committee, as I have done, 
you would find that this is what everybody understood.

Furthermore, I would like to retu rn to question 17 and ask you to 
look a t the specific wording of the question. In other words, what I 
asked you in tha t written question was not a general principle  a t all. 
I asked you specifically—and I even used the word “specifically”— 
“what specifically would the State Department plan to do following 
normal ization” with five different specific agreements. The answer 
was that they would remain in force.

Don’t you t hink it is a little bit misleading to come in, just  a few 
weeks later—and t ha t is really all the time tha t has elapsed, it is only 
10 or 12 weeks or so since we legislated the Taiwan Relations Act— 
and say it was never intended that these agreements would continue 
indefinitely, part icularly  as to these specific treaties when the specific 
question was asked about those treaties and your  answer was tha t they 
would remain in force?

Mr. Christopher. Senator, I certain lv did not intend to mislead 
you or the committee on tha t subject. The contrast that  was in my 
mind at  that time was between the pressure to abrogate existing  agree­
ments, which is wha t most other countries had done when they recog­
nized the PRC, and a continuation in force of those agreements.

1 Hearings  held b.v the  Senate Foreign Rela tions Committee  on rela tions with  the  people on Taiwan, Feb. 5, 6, 7, 8, 21 and  22,1979, 96th  Congress, 1st session.
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As you know, when Ja pan, Canada, and other countries recognized 
the PRC, they immediately abrogated th eir existing agreements w ith 
Taiwan. The contrast th at I was drawing was between that  abrogation 
and the policy we followed of a continuat ion in force of the agree­
ments. I  did not th ink, and I may not have conveyed it  well, that this 
prevented us from reviewing those agreements and, over time, modify­
ing or terminating  those where i t was in our  inte rest to do so.

Senator  Stone. Well, it doesn't. The course that we understood in 
legislating the Taiwan Relations Act th at is open to the U.S. Govern­
ment is that when modifications are needed, they will be made by the 
informal entity. This readily  can be done.

May I say, Secretary  Christopher, that when you referred to what 
you answered, th at is not entirely accurate either because what I am 
refe rring to are the questions we submitted to you formally and which 
the S tate D epartm ent answered in writing following your appearance. 
So th is is a consensus position of the State  Department, is i t not? It  
was not just your immediate answer to  an immediate question.

Mr. Christopher. That is correct, Senator. I deliberately did not 
try  to dissociate myself from those answers. They are departmenta l 
answers and I think it is fai r for me to be held by them. I did not 
prepa re them, but I regard myself as be ing bound by them.

Senator Stone. I think tha t is a ppro pria te and fair. The reason I 
am reciting  i t tha t way is this . For example, i f you look at question 
32, which follows question 17, you will see this  kind of description in 
the answer: “As Deputy Secretary Christopher  stated, the Depart­
ment of State is wi lling” and so on. In other words, th is is clearly a 
set of writt en answers prepared by the Department which refer red to 
your testimony and incorporated it ; but it is an official position.

May I say, Secretary Christopher, th at we thought, and I  personally  
thought, that what we were legislat ing with your support and approval 
was a process by which, when any of the agreements, other than  the 
defense agreement, needed amendment or supplementation, the in­
formal entity would operate on tha t and would do th at ; but. on the 
other hand, where agreements tha t specifically were cited, such as the 
ones to which I referred in question 17, were concerned, they would 
continue in existence along with whatever supplementation or amend­
ments the informal enti ty would conclude.

Tha t is not a strained construction, Secretary Christopher. It  is 
what we thought.

Why were we wrong ?
Air. Christopher. Senator, I often admire your lawyer's skills, and 

I do again today.
Senator Stone. Coming from a leader of the American Bar,  I am 

very gra tified for t ha t comment.
Mr. Christopher. I meant it.
I simply would point  to section (4) of the Taiwan Relations  Act 

where Congress, in legislation, clearly recognized th at all agreements 
would remain in force and effect unless and until  terminated in  accord­
ance with law.

When you put in tha t provision, you must have recognized that  some 
of the  existing agreements would be terminated . Otherwise, the provi­
sion was a nullity.

Senator Stone. Yes. Where the entire agreement is clearly outmoded 
and wrong, you would have to do that. In th is par ticu lar case, the avia-
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tion agreement is not entirely outmoded and wrong. Some provisions 
of it relates to the mainland, and I quite understand tha t you would 
want to delete those in f urther  amendments and supplement the agree­
ment in line with the deregulat ion of aviation here in this country 
and the opportunity  for greater access in both countries. But  th is is 
not to say th at the aviation agreement by its own terms has to be can­
celled, because the opposite is the case, or at least it seems to me.

Mr. Christopher. Senator, we may have an impart ial arbiter on this 
question. I unders tand Victor Li, one of the outstanding scholars in 
this field, is going to be test ifying later today. Although I have only 
glanced at his testimony, I thin k he feels, as we did, th at the aviation 
agreement is .one where the  changes are so substantial tha t i t is neces­
sary and desirable to have a new arrangement which then must be 
made between the unofficial entities.

You will have an opportunity  to ask him about tha t.
Senator Stone Yes; and I  shall.

ST AT US  OF  T H E  T EX T IL E  AG REE M EN T

Secretary Christopher, is tha t your view of the textile agreement 
as well and the other agreements ?

Mr. Christopher. No, sir. As I said earlier, perhaps when you were 
not here, we will take th is on a case-by-case basis.

Senator Stone. W hat about the case of the textile agreement?
Mr. Christopher. In the case of the textile agreement, I think the 

amendment is so relatively simple and not so substantial tha t it  can be 
accomplished by a le tter of  unde rstand ing between AIT  and CCNAA.

Senator Stone. What about the Friendsh ip, Commerce and Naviga­
tion Treaty?

Mr. Christopher. I  was somewhat perplexed by tha t, Senator. I  am 
reassured by my colleagues that we do not intend any change in tha t 
or see the need for any change.

Senator  Stone. II ow about the agreement on civil uses of atomic 
energy ?

Mr. Christopher. That is an agreement where we are required to 
review it under  the Non-Prol iferation Act of 1978. It  will lie necessary 
to modify some of the provisions quite substantially. We have not con­
cluded whether  or not th at can be done by a letter of understanding or 
whether  a new agreement will lie made.

I will give you this commitment about tha t, Senator. We certa inly 
will consult with this committee in connection with the form tha t 
takes.

One thing  I  would like to do is try  to come back to the substance of 
the matter.

The agreements between A IT and CCNAA have equal sta ture as a 
matter of U.S. law. They are equally enforceable. What we ought to 
be talking about here, is how we can improve the commercial relations 
and enhance the trade between the two sides.

Senator  Stone. But you see, the problem is there is more involved 
in our bilate ral relations than our bilatera l relations. The United 
States  is the largest factor  in the economic and foreign relations of 
Taiwan. When we create uncertainty  in  th at bilatera l relationship, it  
radiates outward to the commercial, financial, and other relationships 
as to all the other countries w ith which Taiwan does business.
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It  was quite a shock when we canceled our official recognition of the 
ROC, and even though bilaterally it has recovered very well from th at 
shock, largely  I  think due to the joint efforts of all  of us in the Ta iv an 
Relations Act, nevertheless, the uncertainty about whether the at­
tempted termination of the  air agreement would presage termination 
of all the others is the kind of thing  tha t upsets market relat ion­
ships and financial re lationships, not only between our two countries, 
but between Taiwan and all the other countries with which it does 
business.

This is why I am going throu gh these agreements with you again, 
and this  is why I asked question 17 officially of the State Depar tment.

Mr. Christopher. Senator, there is no evidence at all t ha t there is 
any lack of confidence in the Taiwan  author ities or in the Taiwan 
commercial picture. The increased investment is strong evidence to 
the contrary .

I would submit to  you tha t the need to substitute 1 new agreement 
out of the 59 that  exist is certainly a very good batt ing average.

Perhaps you were not here when I did so, but I also told the com­
mittee tha t "there were only five tha t we thought were in need of sub­
stantial change. Some of those, including the textile agreement, we 
believe can be handled without  inte rfering with the underly ing 
agreement.

So I  hope this will be a message to the committee and also to the 
people on Taiwan  th at we do not intend any wholesale abrogation of 
their agreements. We are going to go case by case and make as few 
changes as possible.

Senator Stone. I have a wire here from Mr. Parker,  the head of 
the American Chamber of Commerce in Taiwan, from Taipei which 
I will place into the record. I  will read two lines from i t: ‘‘We do not 
accept the contention tha t replacing a trea ty with an ‘inform al, un­
official arrangement’ is only a change in form and not in substance. 
This concern relates not only to the Aviation T reaty.' ’ There is more.

[The information referred to follow s:]
[Telegram]

September 19,1979.
Senator Richard Stone,
U.S. Senate,
Washington, D.C.

In light of the congressional overs ight function writt en into section 14 of the 
Taiwan Relations Act, the text of a message cabled today to President Carter, 
is provided as follows:
Preside nt J immy Carter
The White House, Washington, D.C.

The American Chamber of Commerce in Taipei is deeply concerned by your 
administrations proposal to t erminate the a ir transporta tion trea ty with Taiwan 
and replace i t with an “informal, unofficial arrangement,” as announced by Vice 
President Mondale in Canton. Such action is directly contra ry to representations 
made to us and to the Congress by your administration a t the time of normaliza­
tion. We were repeatedly assured, in the words of the State  Depar tment’s legal 
advisor in testimony before the Senate Foreign Relations Committee, tha t 
“Treaties and other International agreements between the United States and 
Taiwan at the time of normalization will remain in force, except th at the mutual 
defense trea ty and related agreements will terminate at the end of this year.”

Now we are  told by Assistant  Secretary of State Holbrooke tha t the adminis­
trat ion wants to terminate all the remaining formal agreements with Taiwan 
and put them on an unofficial basis, with “replacement” of the Aviation Treaty 
as merely the first step.
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Whether or not we were misled, our foremost concern as businessmen is with the substance of agreements affecting our business. We do not accept the con­tention tha t replacing a trea ty with an "informal, unofficial arrangement” is only a change in form and not in substance.
This concern relates not only to the Aviation Treaty, but to other important commercial agreements with Taiwan including the vital  trea ty of friendship, commerce and navigation. Section 4.C of the Taiwan Relations Act expressly provides for the continuation of existing trea ties  between the U.S. and Taiwan, making clear the legal effect of such trea ties  and executive agreements in the U.S. and Taiwan courts. The legal effect of "informal, unofficial arrangements” between the American Inst itute in Taiwan and the coordination council for North American affa irs is far  less certa in, even under section 6.B of the  Act. It  there ­fore cannot be definitively said tha t the proposal announced by Vice President Mondale is a mat ter only of form.
We do not oppose the conclusion of aviation and other agreements wi th main­land China, provided they are in the U.S. national interest and are not at  the expense of Taiwan or American in teres ts in Taiwan. We therefore urge tha t you direct the State Department and the American insti tute in Taiwan to honor your pledge and congressional intent  in the Taiwan Relations Act by keeping in force all existing commercial t reat ies and executive agreements with Taiwan until they expire in accordance with thei r terms. These agreements, which can be amended by both parties if necessary, are a crucial par t of our country’s relations with Taiwan and must not be sacrificed for questionable reasons of political expediency.
Your leadership  in enactment of the Taiwan Relations Act is recalled with admiration. Your action now in seeing t hat the lett er and spiri t of the act are  adhered to by the  administration  with regard to commercial tr eatie s and agree­ments between the U.S. and Taiwan will be greatly  appreciated.Respectfully,

R obert P. P arker ,President,  American Chamber of  Commerce in  the  Republic of China, Ki rk ­wood, Kaplan , Russia  <f Vccchi, Suite  1002, CHIA, I1SIN Bldg., 96 Chung Shan N. Road, SEC. 2, Taipai, Taiwan.
Senator  Stone. T will have to go to the  floor to cast yet another vote. The chairman will be back shortly.
Mr. Christopher. I will be glad to wait here.
Senator  Stone. Thank you. Secretary Christopher.
This hearing will be in br ief recess, 
rA br ief recess was taken.]
The Chairman [presid ing]. The hea ring will come to order.
Once again, I  apologize for the  delay. One of the difficulties of hav­ing hearings  in the afternoon is th at we may be inte rrupted for votes on the floor. But sometimes we feel that matters  are important enough and we want to get the record made because the subject is very timely, so we schedule an afternoon meeting, taking a chance that  floor action 

will not be heavy. But sometimes we do get caught, as appears to be the case today.
I'm sorry for the delays.

D IS T IN G U IS H IN G  BETW EE N “ AGREE M ENT”  AN D “ ARRANGEM ENT”

Mr. Secretary, how do you distinguish between an “agreement” and an “arrangement” ?
Mr. Christopher. I think there is no fundamenta l difference be­tween the two. The arrangements between A IT and CCNAA are in 

fact  agreements, which have full force and effect under U.S. law. I think we ought to emphasize the importance of those agreements from a commercial standpoint, rath er than trying to den igrate them in any way.
I think those terms are used, but not with any precision or any distinction between the two of them.
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people’s republic of china position on united states-taiwan air 
TRANSPORT  AGREE MENT

The Chairman. Dicl the PRC  at any time indicate that  the United 
States would have to te rminate i ts air tran sport agreement with Ta i­
wan before the PRC would be willing to negotiate a similar agreement 
with the mainland?

Mr. Christopher. Senator, I think it is accurate to say that only 
when we indicated th at we were prepa red not immediately to abrogate 
but to take steps to develop a new arrangem ent between the unofficial 
United States and Taiwan entities was the PRC  willing to commence 
negotiations  on an aviation agreement. We thought it  was commer­
cially important for us to have an agreement both with the PRC  and 
with Taiwan. Tha t is the course we are on.

The Chairman. H ad there been a proposal to the PRC to get air 
service prio r to tha t time ?

Mr. Christopher. Tver since normalization we have been ta lking 
with the PRC  about the need to develop an aviation  agreement.

The Chairman. Had they indicated they would not do tha t, would 
not even discuss i t, would not come to any agreement until we ter ­
minated with Taiwan ?

Mr. Christopher. Senator, I  think the most accurate thin g I  can 
say without reviewing tha t record precisely is th at it was only afte r 
we told them we were going to work out a new agreement between 
the unofficial entities tha t they were willing to begin to negotiate  
on a civil aviation agreement.

The Chairman. Bu t you said this previously had been broug ht up. 
Apparently they refused to go ahead with making any agreement 
until  we went ahead and said tha t we would change the Taiwan 
arrangement.

Is tha t correct?
Mr. Christopher. Yes. They said they were will ing to begin nego­

tiations on a new civil aviation agreement only afte r we indicated we 
were going to work out a new arrangement with Taiwan.

The Chairman. Work on the new agreement which they previously 
had failed or re fused to do unt il we had made th at statement, is th at 
correct ?

Mr. Christopher. Th at’s correct.

AM EN DING  EX IST ING AG REEM ENT UNACCEPTA BLE

The Chairman. Why is just  amending the existing agreement with 
Taiwan unacceptable to the United States and to the  PRC?

Mr. Christopher. Well, Mr. Chairman, it  is unacceptable to us for 
fundamental aviation reasons. It  is an outdated  agreement which does 
not reflect the modern trends, modern philosophy of low fares, and 
deregulation, which is par t of the aviation philosophy of  this adminis­
tration. I  th ink it has  served the people well.

So. when fundamenta l changes are being made, it is desirable to sub­
stitute a new agreement ra ther than to  try  to amend an old agreement. 
This is the problem lawyers have over and over again. If  you are 
making modest changes, you do i t by wav of amendment. If  you a re 
making fundamental changes, it is much more sound to sta rt over 
again.
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The Chairman. I  would tend to agree with you in principle,  nor­mally. But  in this particularly sensitive situation, I think Taiwan’s primary concern is not the mechanics of change so much as the PB C's ability perhaps to dictate the terms and conditions of even th is un­official United  States-Taiwan relationship. I think we exacerbate tha t situation by the lack of constancy even in what we call this, whether i t is an agreement, tre aty, or understanding. This just  makes the situa tion worse.
I would think in this existing situat ion the least change we could have made to make it acceptable and stil l do what we want to do would have been the advisable way to go. But, then, I guess this is up to  the State Departm ent to determine.

PRECEDENT SETTING NATURE OF TERM INAT ION OF AIR TRANSPORT 
AGREEMENT

Does termination of this air tran spo rt agreement set a precedent for how we pla n to handle other important treaties and agreements with Taiwan ?
Mr. Christopher. Absolutely not, Senator. We will do it on a case- by-case basis. Only where fundamental, sweeping changes are neces­sary in the underlying concept will new agreements be necessary. Otherwise, we will try  to handle them in other ways.
We will look at each one.
I give you, as chairman of this subcommittee, a commitment tha t we will consult with you and your staff, better, I hope, than we have in the past in connection with subsequent agreements.

POSITION OF TAIWAN GOVERNMENT TOWARD TERM INATION

The Chairman. I understand  informally tha t Taiwan has in­dicated tha t it is not so much agains t the substance of what you have been tryi ng to do as against the form. As I mentioned, it could have been done with  less formal change in the  type of agreement than what was done.
Wha t has been the indication to you from the Taiwan Government?Mr. Christopher. T think this has gotten into a ra ther unfortunate  and impractica l status, Mr. Chairman. My understanding is that the negotiators have agreed on all of the substantive provisions. So we have the commercial arrangements, the trade arrangements, all worked out. The only question is the form of the agreement.
This seems to me to be one of those situations where the part ies have elevated form over substance. I think it is quite unfortuna te tha t we do not put our aviation relationships on a new and sound keel by entering into the agreement or arrangement between the unofficial entities and move on from there. By insisting on the matter of form, it seems to me tha t the Taiwan authorities are impeding the progress that both parties  want to make in commercial and trade relationships.The Chairman. I would agree with you up to a point and then T would p art  drastically from you. You certainly are aware tha t in the Fa r East “face,” as it  is called, or stature , the wav one group appears to another group, whether it is in ascendency or being subjugated to the interests of another group, is all impor tant. This was ha lf of our argument.  This was hal f of our consideration when we were consider-
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ing this act to begin with. What was form and what was substance 
was considered to be important. A great deal of it was form; a great 
deal of it was national pride, sovereignty, and all such things th at were 
of importance to the people there and perhaps are even more importan t 
to the  E ast Asian eye than is our American contrac tual way of doing 
business, free enterprise, the aggressive method of doing business to 
which we have become accustomed along with our European partners, 
and heritage. I t would indicate tha t we should move in the ir direction.

So, I would say th at form is important in this case. This is one rea­
son I was following up on why we needed to change some of this in the 
past.

Mr. Christopher. Senator, this is one of those things that , to some 
extent, fa lls into the category of self-executing prophecy. If  you say it 
is a matter of great importance t ha t the form be “a?,” then perhaps  you 
create a problem for yourself. The commercial relationships can be 
handled perfectly well under the AIT -CC NAA relationship.

Indeed, I want to come back to the point that Congress provided for 
the AI T and for these unofficial relationships so tha t t rade  and com­
merce could be carried out in that way. I  want to say here, so tha t there 
will be no mistake about it, t ha t the United  S tates does not intend to 
enter into an official agreement with Taiwan  regarding civil aviation. 
We thin k the righ t way to do it  is what we have proposed to them. We 
hope th at can be accepted so we can get on with the practica lities and 
the substance of the matter.

CHANGES ACCOMPLISHED BY A “ NOVATION”

The Chairman. The staff has given me a question. Why could this 
not have been accomplished by a novation, “novation,” meaning 
changes of substance but main taining the skeleton of  the old agree­
ment? Was tha t given consideration?

Mr. Christopher. Yes; it was given consideration. But where there 
are fundamental and sweeping changes in an agreement, i t seems to us 
tha t the right way, under the concept created by the statu te and  under 
the concept created by the whole normalization process, would be to 
enter in to an unofficial agreement between the unofficial entities.

improvements of new air transport agreement

The Chairman. A little  while ago I understood that Taiwan did 
not necessarily object to the specifies of this new contemplated ar ­
rangement. In what specific respects is the new air tran spo rt agree­
ment contemplated for Taiwan to be an improvement over the exist­
ing arrangements ?

Mr. Christopher. Well, let me tick off some reasons. Then, with the 
consent of the chairman. I might ask Deputy Legal Adviser James 
Atwood, who was involved in negotiating the agreement, to be more 
specific.

The Chairman. Fine.
Mr. Christopher. I t provides for the proper geographic  coverage: 

that  is, it involves the islands of Taiwan and the Uni ted States  ra ther 
than  the China mainland. It  provides for more air service between 
the two countries. It  provides for more points in the United States 
tha t can be served by Taiwan  Airlines . I t carries out, generally speak-

56-420—so---- 4
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ing, the philosophy of the United States  of the opportunities for  lower fares and more service. It  is a modern agreement rather tha n one which was entered into long before the je t age.
With  your permission, Mr. Chairman, I  would like to ask the Deputy Legal Adviser,  Mr. Atwood, to be more precise than 1 am able to be at the moment.
The Chairman. Mr. Atwood, we are happy  to hear from you.Mr. Atwood. Thank you, Mr. Chairman.
The basic features of the  agreement tha t we hope AIT  and CCXAA would be able to conclude in a very few days are similar to those which we have concluded with a number of other aviation partners  in the Pacific and, indeed, in Europe as well. It  provides for greater route opportunities for the airlines of both sides. In  this case, China Air lines would get access to two additional landing points in the United States, two points of its choosing. Addit ionally, we would give to China A ir­lines for the first time fifth freedom or beyond righ ts throu gh the United  States to Europe and  South America.
So, in terms of route rights , it should provide some very valuable commercial opportuni ties for the China Airl ines.
Additionally, both it and the U.S. a irlines have much greater  flexi­bility  on questions of pricing, char ter operations, and flexibility of operations, tha t should allow them to lower their costs in  some im­por tant respects, and also enable them to develop new pricing tech­niques to try  to build air service between Taiwan and the United  States.
We expect the results will be enhanced profitab ility for China A ir­lines and increased travel between the United States and Taiwan.The Chairman. Have the Taiwanese indicated acceptance of this or pleasure at the provisions of this proposed agreement ?Mr. Atwood. Yes, sir.
As of the l ast round of negotiations, there was complete agreement on all points of substance.

EXPIRATION OF AGREEMENT BETW EEN NOW AND 1985

The Chairman. What other agreements are due to expire between now and 1985 ?
Mr. Christopher. Senator, I may have to  furnish a more complete answer for the record. But I  believe it is covered by my statement th at there are five tha t we think require relatively  early attention . Those are the  five that  I  listed in my statement.
The Chairman. I thought you were indica ting for those that there were enough changes so you thought they should be redone. I  did not  realize those were the ones due to expire.
Mr. Christopher. Well, the first one I mentioned, the agreement on scientific cooperation, expires in Jan uar y of 1980.
If  there any others tha t expire in the next 5 years, Mr. Chairman, we will provide them for the record. I do not happen to carry  tha t inform ation in my head.
The Chairman. Thank you. Tha t is what  I want to know. You mentioned some part icular ones today. If  there are others tha t are going to expire during tha t time period, I  would like that information furnished for the record.
Mr. Christopher. We would certainly do that.
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[The information referred to follows:]
T h e  F ol lo win g Agree m en ts  W il l  E x pi r e  B etw ee n  N ow  an d  1985

[Submitted by tlie Depar tment  o f Sta te]
(1) Agricu ltural Commodities Agreement, with exchange of notes dated 

Aug. 31. 1962 (TIAS 5151), a s amended  on J an . 15, 1963 (TIAS 52S2) and  Ju ne  3, 
1964 (TIAS 5588).

(2) Agricu ltural Commodities Agreement, with  exchange of note s dated 
Dec. 31, 1964 (TIAS  5718), as amended Feb. 11, 1966 (TIAS 5958). (These agree ­
ments  relate  to agr icu ltu ral  commodities previously furn ished. We are  sti ll 
receiving paym ents  under these  two agreements. The la st  ins tal lment  under 
the first  is due April  4, 1985, and under the  second, March  31, 1985.)

(3) Agreem ent concern ing the disposition of New Taiwan dol lars  gene rated 
as a consequence of economic ass istance  furn ished to China,  exchange of notes 
dated April  9, 1965 (TIAS 5782), as extended  and  amended (TIA S 6451, 6906 
and  8184). (Th is agreemen t established a Sino-American fund for  economic 
development (SA FED). The agreement will expire according to its  term s on 
June  30,1980.)

(4) Agreem ent concerning fisher ies off the  coas t of the  U.S. signed Sept. 15, 
1976 (TIA S 8529). (Th is agre ement contains an exp irat ion  d ate  of July 1, 1982.)

(5) Agreement relatin g to cooperation in science and  technology, exchange of 
notes  dated Jan . 23, 1969 (TIAS 6639). as extended  (TIAS S013). (Th is agree­
ment expires Jan . 23, 1980. AIT  and CCNAA are cur ren tly  negotia ting  a new 
agreemen t to continue cooperation in science and technology when thi s agree­
ment expires.)

DECISION TO AMEND TEXTILE AGREEMENT

The Chairman. Why was the  air  tran spo rt agreement terminated 
at the same time we merely decided to amend the textile  agreement?

Mr. Christopher. I think that  is a good example of the dichotomy 
tha t I was trying to explain to the committee. The textile agreement 
requires relatively modest changes, simply a change in some of the 
categories and some of the numbers, as I unders tand it. This can be 
accomplished by a letter of understanding between the unofficial en­
tities. It  is not a p rofound,  fundamental, or sweeping change.

The Chairman. Will Taiwan be required to change the  name of its 
air carr ier “China Airlines” or remove its flag from the aircra ft 
before landing righ ts are gran ted here ?

Mr. Christopher. I wonder i f I could lean on Mr. Atwood for t ha t 
informat ion. Tha t is a detail of the negotiation.

[Pause.]
Mr. Christopher. lie  says “No.”

STATUS OF 19 78  MEMORANDUM OF AGREEMENT WITH  TAIWAN

The Chairman. Wha t is the status  of the 1978 Memorandum of 
Agreement with Taiwan rela ting to the provision of flight inspection 
services? How does tha t differ from the air transport agreement?

Mr. C hristopher. Once again . I  would like to ask Mr. Atwood. We 
are getting  awfully deep into those negotiations.

Why don’t you join us at the table, Mr. Atwood.
Mr. Atwood. Thank you.
I am a fraid tha t I should provide a more detailed response for  the 

record. I  believe the agreement to which you referred relates to services 
provided by the Federal  Aviation Administration  in the nature of 
safety and technical tr aining. That agreement s till is operative, to the
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best  of  my u nd ersta nd ing , and  I  do not t hi nk  we an tic ipate any  chan ges  
in it  at  the  pre sen t time. I t  is a sepa ra te agreem ent .

Mr. Christopher. One  th in g o f w hich you c an  be fa ir ly  cert ain , M r. 
Ch airma n, I  th in k i s th at  the  5 th at I  hav e ident ifie d a re the  ones o f th e 
59 which  we th in k req uire some re lat ively  ea rly  att en tio n.

Now a review may br ing othe rs to the  surfa ce  because th is  is no t a 
stat ic  situa tio n. I t  is a very act ive  tr ad in g re la tio ns hip and we have 
conscientiously  tri ed  to id en tif y those which  req uire  some immedia te att en tio n.

The Chairman. Ha ve  you yet  tal ke d over the othe r ones th at wi ll 
be comin g up w ith  the  Taiwanes e so th at they  know  the y w ill be coming 
up  ? Ar e they  p repa red to  re nego tia te thes e o the rs in  a sim ila r m anner as was  done wi th  th e ai r tran sp or t agreem ent?

Mr. Christopher. E ac h one is separat e, and yes, we are  in con stant 
conta ct wi th  the m th ro ug h A IT . Th ey  are  very much aware , fo r ex­
ample , of  ou r need to up da te  t he  tex tile agr eem ent  and to review the  
nu cle ar coo per ation agree ment in accordance wi th  the  1978 act.  There  
is a very regu la r course of  discussion of  thes e mat ters  between the  officials.

ASSURANCES REGARDING TRE ATIES GIVEN TO PRC

Th e Chairma n. W ha t assurances rega rd ing the  tre at ies and agree ­
ments  were given to the  PR C du rin g the  nego tia tions  pre cedin g no rm alization?

Mr. Christopher . On ly one, Mr . Ch airma n, an d th is is th at  the  
Mutal  Defe nse Tr ea ty  wi th  Ta iw an  wou ld be ter minated  in acc ord ­
ance wi th  its  prov isions. The impli ca tio n of th at  was th at  t he  re lated  
agreem ents which were tied to it would go along wi th it.

As you reca ll, Mr.  Ch air ma n, the  in iti al  position of the  PR C was 
th at  th is should  be immedia tely abrog ate d. Pr es iden t Car te r took the  
str on g positi on th at  he w ould not  a bro gate it, bu t that he would  te rm i­
na te it  on ly in accorda nce wi th  a rticle  X , and th at  ha s been done.

Th ere  was no secre t agr eem ent  or no oth er side com mitment wi th respec t to the  T aiw an  a gree men ts.
The Chairma n. Did the  PR C un de rst an d fu lly  wh at had been 

agr eed  to and th at  we were conti nu ing  our othe r agreem ents wi th 
Ta iw an , such  as the  tra de  agreem ent s and ai r agr eem ents and so on, in fu ll force?

Air. Christopher. I t alw ays  is difficult  to know  exact ly wh at some­
one else understood.  They recogn ized  th at  we were  going  to  continue 
trad e and commercial  an d cu ltu ra l rel ati ons wi th  Ta iwan. They also 
understood th at  we were no t g oin g to  engage in a  sw eep ing  abrogati on  
of  a ll ex ist ing  ag reements  in t he  w ay th at  had  been done  w ith  C anada 
and othe r na tio ns  w hich recogn ized the  PR C.  I do no t b elieve I  could  
chara cte riz e th ei r un de rs tand ing beyond  th at  because I am ta lk ing about so mebody else's un de rst an ding .

Th e C hairma n. The reason I was ge tti ng  to th at  point  is because of  
the que stio n I  asked  a li ttl e whi le ago about wh eth er the y ha d ref used 
to discuss ai r rig ht s int o Bei jin g or  onto the  main lan d un til  we ha d 
sto pped  ou r ai r agree me nt and ai r arr an ge me nts  th at  we had wi th 
Ta iw an , an d I believe  you  ha d ind ica ted  th at  the y ha d refuse d to go ahead  w ith  a ny  ag ree me nt or  w ord s to t hat effect.

Mr.  Christopher. We do not  hav e a cons titu tional righ t to have  a n 
ai r agree ment wi th the  P RC. I t  is som eth ing  th at  we desire to have. In
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connection with that , we found tha t negotiations were agreed to only 
afte r we indicated tha t we were going to move beyond the old Nanking 
agreement, which obviously presented some problems for the PRC  
since it covered all the mainland of China.

The Chairman. As I  said in my opening statement, I was for  no r­
malization, but I th ink we need to be careful not to let the PRC  dictate 
some of the th ings tha t happen which we thought we had guaranteed 
to Taiwan in th is normalizing  process. They understood we had made 
guarantees to Taiwan. As you said a moment ago, we had told them 
about the arrangements tha t would be made concerning the Mutual 
Defense Treaty  with Taiwan. I t was our unders tanding here, certainly, 
and I thin k the unders tanding of Taiwan, tha t these other arrange­
ments would go on.

I realize they will not go on ad infinitum or forever ; I  realize  that 
situations do change. But not much time has passed since we had 
guarantees of constancy rega rding  the other agreements we have been 
discussing.

Senator H elms. Thank you, Mr. Chairman.
Mr. Secretary , I am sorry I missed your testimony. I have been 

plowing the north  40 on the Senate floor. I f I am repetitious in any of 
my questions, please let me know and I would be happy to read the 
record fo r the information I  need.

FO UR  U N IT E D  ST ATES- TAIW AN AGREE M EN TS  T H A T  HA VE BEEN CH ANG ED

Have there been four agreements between the United  States and 
Taiwan which have been altered, changed, or amended: the textile 
agreement, the footwear agreement, the television agreement and one 
other ?

Mr. Christopher. The Mutual Defense T reaty  is another, Senator 
Helms.

Senator H elms. I  meant besides that  one.
Mr. Christopher. I do not recognize the four  as you state them. 

We are in the process of negot iating  for  some changes in the textile 
agreement. I assume the  footwear agreement may be par t of that, but 
I am not certain.

Senator Helms. I t is a small point. Somebody can drop me a note 
about that  question, if you will.

Mr. Christopher. Yes, Senator.
I am embarrassed tha t I don’t know the answer to that . We will 

furn ish for the record the references to  the footwear agreement and 
the television agreement.

Senator Helms. Thank you. There is some interest in tha t in my 
State.

[The information  referred to follows:]
F ootw ear an d T el ev is io n  Agree m en ts  B et w een  t h e  U nit ed  S ta te s an d  

T a iw a n

[Submitted by Department of State]
There have been no changes to the agreements on footwear or television sets 

during 1979. As was noted in Deputy Secretary Christopher's testimony, certain 
implementing changes were made in the textile  agreement; and las t June  there 
were changes, also of an implementing nature , in the Education agreement. 
These modifications, concluded by AIT and CCNAA, shifted responsibilities, 
previously carried out by officials, to employees of the unofficial instrumentalit ies.
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ALTERING TREATIES WITHOU T REVOKING THE M

Senator  Helms. Is it possible for the United States to alter  or amend treaties with Taiwan tha t are now in force without going through the process of revoking them as former trea ties or agreements between the United States and the Republic of China ?
Mr. Christopher. Senator Helms, we would take action in accord­ance with the terms of each of the agreements i f we found it necessary to termina te them. We would not abrogate them instantaneously, bu t we would follow the terms of the agreement.
As I  may have said when you were not in the room, other countries which recognized the  People’s Republic of China immediately abro­gated all of their agreements wi th Taiwan. We decided to go another  course. We decided to keep in force the 59 agreements t ha t we had, except for the Mutual Defense Treaty. Now we are in the process of evolution. We are having to review those agreements to see whether they need to be changed in l ight  of the new status.
I don’t think there is anything  unusual or abnormal about that.  One of the most satisfying aspects is tha t commercial rela tions have im­proved since normalization, during 1979. I think  tha t shows a good deal of confidence by the United States  in thei r economy and vice versa.

EXISTENCE OF PEOPLE'S REPUBLIC OF CHINA  INFLUENCE ON UNITED STATES- 
TAIWAN RELATIONS

Senator Helms. Senator Glenn made reference to his own apprehen­sion, which I share, t hat  Peking  may be having an undue amount of influence in connection with the nature of our relations with Taiwan. To what extent is that  influence existent?
Mr. Christopher. Senator, I think there is nothing improper or overbearing about tha t influence in any respect. Perhaps the major test of it will be in connection with the commitment that we have to sell to Taiwan  if it so desires careful ly selected defense articles.
As you know, that was one of the sticking points in the normalization negotiations. We insisted on the right to do so a fter  the  end of 1979, afte r the Mutual Defense Treaty was terminated. We intend to do that  in the early p art of 1980.
Senator  Helms. So you reject the notion that Peking is having undue influence?
Mr. Christopher. T do. sir.
Senator Helms. Again, let me sav if  you have answered these ques­tions, please say so because T do not want to be repetitious.
Mr. C hristopher. I am glad to have a chance to discuss them with you. Senator.
Senator H elms. Thank you.

{ your testimony you say the air transport agreement has become ca hindrance to the development of aviation relations with the People's Republic of China." Did you discuss th at with Senator Glenn?
Mr. Christopher. Senator. T did mention that  the existence of the old Nanking Agreement of 1946, which covers not only the islands of Iaiwan but the entire mainland  o f China, was a natural impediment to our enter ing into a new aviat ion arrangement with the PR C, which
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we very much wanted to do. We presently have a char ter a rrangement 
in which Pan Am has char ter flights to Peking. But we do no t have 
scheduled airline services to the mainland of China. We would like to 
do that. It  would be good for our country, good for them, and good for  
our business.

Senator H elms. You also said it  was only afte r Vice President Mon­
dale, during his trip to China in August,  informed Peking tha t we 
planned to replace the Nanking agreement with a new agreement be­
tween A IT and the CCNAA tha t the Chinese Government agreed to 
begin negotiations for a United  States-People’s Republic of China 
civil aviation  agreement. This  indicates some influence doesn’t ’ it?

Mr. Christopher. Yes, sir , but I do not think  tha t is undue or im­
proper influence. We want to have an aviation agreement with the 
People’s Republic of China, but nothing in the normalization negotia­
tions gave us the right to have such an agreement. I think they were 
quite enti tled to  sav th at before  we negotiate with you about an agree­
ment with us, we don’t want you to have an agreement with Taiwan 
tha t covers our terri tory . Their  position at least was unders tandable. 
One may not agree with it, but I  th ink it was unders tandable  for  them 
to say to us get your relationship straightened  out or a t least sta rt to 
straig hten out tl iat relationship before we begin to negotiate with you 
on a relationship with us.

Senator  H elms. I  have one final question.

SIMILAR TREATIES BETWEEN UN ITE D STATES-PEOPLE’S REPUBLIC  
OF CH INA AND UN ITE D STATES-TA IWAN

Does the PRC have in force any trea ty or treaties with the United 
States similar  to the treaties in force between the United States and 
Taiwan?

Mr. Christopher. On wdiat subjects?
Senator Helms. Well, my research indicates there is only one and 

this deals with science and technology. Are there any others?
Mr. Christopher. Senator, tha t agreement has been entered into. 

We are in negotiations for a text ile agreement and, as you know, tha t 
has not yet been concluded. There is a trade agreement which has been 
sent up to Congress which would confer nondiscriminatory treatm ent 
on the People’s Republic of China. Those are the ones tha t come to 
mind.

We are just  in the early stages of developing our relationship in 
the newly normalized circumstance.

Senator Helms. Thank you very much.
Thank you, Mr. Chairman.
The Chairman. Th ank you, Senator Helms.

REPLACEMENT OF TREATIES WITH  NEW TREATIES

Do we plan in reconsideration of any of these agreements or trea ties 
to replace them, in turn , with  treaties?

Mr. Christopher. No, sir.
There are only four  tre aties among the 59 agreements and treaties  

between the United States and Taiwan, if my memory serves me cor­
rectly, and we do not intend to make any change in those. We would 
not intend for any of the new agreements to be in treaty  form.
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The Chairman. I s it because it would not be appropriate or be­
cause it would be objectionable to the PRC  to have a treaty that  
covered these matters ?

Mr. Christopher. I t would not be appropriate and it would not be 
necessary.

I t would be quite unusual to replace an agreement with a treaty. 
But, in any event, Senator, I  thin k a t reaty  denotes an official relation­
ship whereas, under the Taiwan Relations Act, what was contem­
plated was an unofficial relationship.

The Chairman. Well, I will not quarre l with whatever way you 
want to go on that. I certainly would not push to get a treaty .

The reason I  ask is because of your testimony when we were in our 
earlie r consideration of the Taiwan Relations Act. Senator Hayakawa 
had asked you a question about this and you replied:

The United States, I think, would find no difficulty if  the legislation is passed in trea ting the people on Taiwan as a valid treaty par tner  for purposes of im­portant treaties , such as aviation arrangements which now exist. Under inte r­national law, I think our judgment is clea r tha t i t is legally permissible to have a trea ty or an agreement with an entity  tha t is not formally recognized as a government.
So there  you indicated it was possible to have a formal treaty with 

someone with  whom we did not have full recognition right s in both 
directions.

Mr. Christopher. I th ink you could call something a treaty between 
entities tha t were not governmental, but they would not be official in 
character. As I  said earl ier, it does not make much difference whether 
you call it an arrangement  or an agreement. There are sometimes 
treaties  between private parties. There is nothing inherently wrong 
with tha t except that treaties  do tend to connote officiality. 1 think 1 
would want to put tha t gloss on this and maybe correct my earlier  comment.

The Chairman. I would agree wi th that.  I would not want my re­
marks to indicate that  1 thought you should go in a different direction 
and make a big effort to make trea ties. 1 would tend to agree with you. 
But I wanted to clarify t ha t w ith your previous statement.

Mr. Christopher. 1 appreciate that.

notification of congress on new agreements

The Chairman. Once you ge t these agreements made and they will, 
in effect, be as binding as trea ties, whatever they are called, do those 
come to us for approval—tha t is, for review, approval, ratification, 
whatever ?

Mr. Christopher. My recollection is tha t all agreements between 
AI T and CCNAA are notified to Congress.

I wonder if  I  could ask one of my colleagues about this.
[Pause. J
Mr. Christopher. Yes, Mr. Chairman. I am told tha t A IT  notifies 

the Secretary of State who, in turn, notifies the Congress th at such an 
agreement has been entered into. We do not come to you for ratifica­
tion. B ut you are notified of them.

If  there were some change in U.S. law tha t was contemplated or re­
quired by the treaty , obviously Congress would have to act on that.

The Chairman. Well, without  researching this at this end, can you 
tell us what is the status of that? Is it something where we have a dis-
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approval  within  a certain period of time, a one-House approval or 
disapproval, or whatever? Or, is it just tha t you no tify us?

Mr. Christopher. I t is a pure notification, Senator.
The Chairman. So we are just notified that  it is in effect?
Mr. Christopher. T hat  is correct.
Senator, as you well know, you certain ly are not helpless. If  you 

disapprove of the agreement, you could enact legislation on the subject.
The Chairman. Do we intend to terminate each agreement with 

Taiwan whenever a similar agreement is to be negotiated with the 
PRC?

Mr. Christopher. No. This will depend upon a case-by-case analysis. 
I th ink the  aviation agreement is really quite sui generis in this regard.

The Chairman. W hy would there  not be others that  were similar? 
Is it because in  the Taiwan agreement they theoretica lly covered the 
mainland air routes, too, where in regular commerce that would not 
necessarily be the case?

Air. Christopher. Certainly that is one of the distinguishing 
characteristics that required a new agreement, Senator.

The Chairman. What about regular shipping? Does Taiwan  still 
claim r ights to control sh ipping  going in and out of mainland ports?

Mr. Christopher. I  don’ know if we have a shipping agreement with  
Taiwan.

The Chairman. Oh, we must have. We have an agreement on every­
thing else.

Surely we would not have commerce going in and out  without some 
sort of  shipping agreement.

[Pause.]
The Chairman. Isn ’t there an agreement entitled “Marit ime” or 

something like that  ? I  would presume there is.
Mr. Christopher. Senator, we will look at th at question. I will cor­

rect the record if I  am in error.
[The following information was subsequently supplied.]

United States-Taiw an  Treaty Dealing W it h  Maritim e Matters 

[Submitted by Department  of State]
There is no tre aty or other agreement in force between  the  United Sta tes  and 

Taiw an which deals exclusively with  maritim e matters. Maritim e rela tions 
between  th e United Sta tes and  Taiwan a re  governed by the 1946 Tre aty  of F riend­
ship, Commerce and Navigation (63 Sta t. 1299) and particular ly by Artic les 
XXI-XXV of th at  treaty . In general, the  tre aty assu res vessels of each pa rty  
treatm ent no less favorable tha n th at  extended by the oth er party  to vessels of 
any thi rd s tate . In specified instances, vessels  of each party  a re gua ran teed trea t­
ment equivale nt to th at  extended by the other pa rty  to its  own vessels. The ves­
sels of each party  are  ent itled to come with thei r cargoes to all por ts, places  
and  waters of the other  pa rty  which  a re open to foreign commerce and navigation.

Mr. Christopher. One that comes to mind, and it is pretty  obvious, 
is this. We entered into a science and technology agreement with the 
PRC without having  to termina te ours with Taiwan. But tha t does 
not have the geographical problems tha t existed in the aviation agree­
ment and tha t you quite righ tly apprehend might exist in the mar itime 
one.

Tho Chairman. The main point here was not to try  to pin them 
down rig ht now. We could do th at by separate discussion with you.

If  we are setting  any precedent ait all here, it is where there is an 
overlap of jurisdiction as there was in th is air  rights m atter.  W hat I
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am tryin g to g et at  is w ould we look fo r a  simila r te rm inat ion of agree ­
me nt or  term inat ion of  trea ty  with  Ta iw an  whenever  there was th is 
kind  of  ove rlap w ith  PR C in ter es ts ?

Mr . Christopher. Se na tor , I  th in k th is  dem onstrate s the  difficulty 
of tryin g to  review or  analyze  t hi s p rob lem  in the ab str ac t o r vacuum. 
I would  not like  to lay  dow n a rule th at we would  no t hav e to do it  
again  or  t hat  wo always would  have  to do it. I  think  it  w ould dep end  
upon the natur e of the p ar ticu la r agreement .

The Chairman . He re is one th at  I  happened to notice, the Tre aty 
of  F rie nd sh ip , Commerce, a nd  Na vig ati on . T his has been in effect since 
1946.

Mr. Christopher. Yes; and we do  not  see any reason to  mo dif y t ha t.
I  t hi nk  you wfill find  t hat  t hi s does not pre sen t the pro blem because 

it  does not  name  por ts on the  ma inl and.
The  Chairman . OK . Th is cove rs the re po rt ing back to us th at  we 

discussed a mome nt ago. In  th e Ta iw an  R ela tions  Act  un de r re po rti ng  
requir ement s, section 12(c) says :

Agreements and transactions made or to be made by or through the Inst itute  
shall he subject to the same Congressional notification, review, and approval 
requirements and procedures as if such agreements and transactions  were made 
by or through the agency of the U.S. Government on behalf of which the Institute 
is acting.

Mr.  C hristopher. Yes.
Suppo se there was a stat ut or y pro vis ion  th at  au tho riz ed  the  Com ­

merce Dep ar tm en t to  ente r into agree me nt wi th its  oppos ite numb er in 
othe r countrie s, bu t made those agreem ent s sub jec t to the  approv al 
of  Congress in some way. Th en , if  A IT  were to en ter  into an agree ­
ment wi th  the  unofficial en tit y rep resent ing Ta iwan, such  an agree ­
ment, if  i t h ad  been s ubject  to  a pp rova l, ha d it  been made by the  Com­
merce De pa rtm en t, would  be sub jec t to  ap prov al  when it  was made 
by A IT .

The Chairman. OK. Tha t is a li ttl e dif ferent  fro m w ha t you s aid  a 
lit tle  whi le ago and wh at I  u nders too d to be th e case a l it tle while ago. 
I  wmuld th in k th is means th at  if  an agency  of  the  U.S . Government  
ha d a req uir em ent to re po rt  back fo r eit he r one House  ap prov al,  two 
Hou se ap prov al , disapp rova l, con gres sion al approv al  one way  or  t he  
othe r, those same ap prov als  and di sapp rova ls now wo uld  ap ply to 
the agency  in deali ng  with the  Ins ti tu te  also.

Air. C hristopher. Abso lutely , Senato r.
I  thou gh t you were ask ing  t he questio n wh eth er or  n ot  th ese agree ­

ments  wTere sub jec t to advice and consent  i n the way t reat ie s wou ld be.
The Chairman . Ba sic ally I  was. I  am no t sure  bu t some of  them 

might,  come un de r advice and consen t if  th at  advice and consent is 
wri tte n int o law wi th rega rd  to the  agency  admi niste rin g th is  to the  
In st itut e.

Mr . Christopher. T ha t is cor rec t, if  th ere is a p rov ision  o f law th at  
so requir es,  bu t no t au tom ati ca lly . Th ere is no t a constituti onal 
req uir em ent.

The C hairm an . OK.  I  un de rs tand  that .
Be for e w’e term inate  ou r discussion, Se cretary  Ch ris toph er , do any 

staff members hav e any ad di tio na l que stio ns to ask  on beha lf of 
members  ?

[No  resp onse.]
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The Chairman. Thank you, Mr. Secretary. We very much appre­
ciate your  bearing with us d uring our often- inter rupted operation this  
afternoon.

Mr. Christopher. Not at all.
Thank you, Senator Glenn.
The Ch airman. Our  next panel will consist of two persons instead 

of three. We will ask Mr. L i to appear alone at the end of hearing.
The two panelists  will be Mr. Robert P. Parker , president of the 

American Chamber of Commerce in Taiwan, in Ta ipe i; representing 
the Honorable  David  M. Kennedy, chairman of the board of the 
U.S.-R OC Economic Council will be Mr. William N. Morell, Jr. , of 
Crystal Lake. 111., who is the president of tha t organization.

Gentlemen, we welcome you here today. We would welcome your 
statements either in abbreviated  versions or in thei r entirety.  In  any 
case, the entire testimony will be included in the record.

Mr. Parker,  would you please lead oil'.

STATEMENT OP ROBERT P. PAR KER , PRES IDENT, AMERICAN
CHAMBER OP COMMERCE IN  THE REPUBLIC OP CHINA, TAIPE I,
TAIW AN

Mr. Parker. Thank you, Mr. Chairman.
It  was my privilege to appear before this committee last  Februa ry 

when I  testified on behal f of the  American Chamber of Commerce in 
the Republic of China on what became the Taiwan Relations Act.

I apprecia te the opportuni ty to appear before you again today on 
behalf of our members, more than 530 of them, in connection with the 
question of the administration’s inten t on continuing in effect the 
treaties and  other  international  agreements between the United States 
and Taiwan, with special emphasis on the air tran spo rt agreement.

By way of background, it appeared unti l very recently that there 
was no issue regarding the continuation of the more than 50 t reaties 
and other agreements between the United States and Taiwan as of the 
end of last year. Congress clearly had provided for thei r continuation 
in section 4(c) of the Taiwan Relations Act, and even the  adminis­
trat ion had been explicit ly reassuring on this point  at the time of 
normalization.

On August 31, however, Vice President  Mondale announced in 
Canton tha t one of these international agreements, the air tran sport 
agreement governing civil aviat ion matters between the United States 
and Taiwan, would be terminated in connection with  negotiations for 
a new air  agreement with  Peking. The Vice President added that  the 
existing United States-Taiwan agreement would be replaced by what 
he called an “informal , unofficial arrangement.”

This announcement was made to the press at a meeting, which I at­
tended, between the Vice President and representatives of all Amer­
ican Chambers of Commerce in the Asia-Pacific area.

Assistant Secretary o f Sta te Richard Holbrooke, who was traveling  
with the Vice President, la ter said, in a conversation wi th me tha t the 
admin istration intended eventually to convert  all existing treaties  and 
executive agreements with Taiwan  into unofficial agreements because 
this  allegedly would be “consistent with the  whole policy of 
normal ization,”
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A similar  statement was made to United Press Internatio nal and I believe based on State Department background, leading them to repor t tha t “President Jimmy Carter's administration  wants to terminate all the remaining agreements w ith Taiwan or put them on an unofficial basis.”
On September 27, under questioning by Senator Javi ts, Assistant Secretary Holbrooke gave a different version of the policv, telling this  committee tha t the administration's in tent was “selectively to transfer some” of the treaties and agreements into “unofficial” status.The Chairman. Who was tha t?
Mr. P arker. That was Secretary Holbrooke, appearing before this committee and responding to questions by Senator Javit s.We believe that any systematic dismantling of existing agreements, whether selective or not, would be contrary to the express representa­tions made to  American business and to the Congress at the time of normalization. Afte r a ll : we had been repeatedlv assured, in the words of the  State Department’s Legal Adviser, Mr. Hansell, when he testi­fied before this  committee, tha t th e:
Treaties and other international agreements between the United States and Taiwan at the time of normalization will remain in force, except tha t the Mutual Defense Treaty  and related agreements will terminate a t the  end of th is year.
Similar unequivocal assurances were given in the Presidential memorandum of December 30 of la st vear,'the joint  State-Commerce- National Security Council briefing for businessmen on January 15, 1979 at  the State Department, the congressional testimony of Secre­tary Christonher and others.
At the urging of our chamber and others who appeared before th is committee and the House Fore ign Affairs Committee in February, the Congress underscored the importance of those assurances bv writing them into law in section 4(c)  of the act. T want to emphasize tha t American businessmen have placed great reliance on th is provision of  the act in thei r individual and collective decisions th at normal com­mercial relationships wi th Taiwan  can be successfully maintained.Since those developments, there has been a further  refinement of the issue, first in the letter  sent by Assistant  Secretary of Sta te Brian At ­wood to Chairman Church and Senator Javi ts, and also to Chairman Zablocki of the House Foreign Affairs Committee. This statement was mirrored again today in the testimony of Deputy  Secretary Christopher.
This statement—essentially the same statement in all of its  var ious forms—at least frames and more precisely refines the issue so that the balance of mv remarks today will be made within its context.Stripped  of its deliberate ambiguities and qualifications, the admin­istration statement would be. except as it relates to the air transport agreement, a welcome, useful, and acceptable response to the uncer­tainties previously created by mutually  incompatible positions of the State  Department. The statement’s categorization and analysis of the existing  treaties  and agreements appear reasonable and reflect a degree of thoughful consideration not found in the admin istrat ion’s earlier pronouncements.
It  is, therefore , deeply to  be regret ted tha t the statement  has  been so riddled with overly careful qualifications as to deprive it of the value i t migh t have had. Consider, for example, that in both the At-
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wood lett er and in Secretary Christopher's  testimony, which we just 
have heard, the administration s tates tha t i t merely is giving i ts p re­
liminary views concerning these treaties and agreements w ith Taiwan.

We find it disconcerting in the extreme tha t almost 1 year afte r 
the normalization announcement and many months afte r passage of 
the Taiwan Relations Act the State  Departm ent only can give a pre­
liminary and not a definitive statement  of its position on these 
agreements.

We also note tha t whenever in the statement the State Department 
appears to be a rticu lating a policy on which some reliance could be 
placed, this  policy immediately is qualified by conditions which render 
it virtually meaningless.

For  example, they sta te :
“We see no reaso n at  this time to tak e any action with respect to these agree­

ments,” Or they sta te  “After fu rth er  review and  as chang ing circumstances wa r­
ran t, we may wish to take fu rth er  actio n with respect to ce rta in of these  
agreem ents .”

American businessmen in Taiwan fully appreciate  th at wTe live in a 
rapidly changing world and tha t these changes can have relevance fo r 
U.S. diplomacy. We have no wish to deny the adm inistra tion a degree 
of needed flexibility in this area.

Recent events plainly  show, however, tha t unless the adminis tration  
is forced to  define vague phrases like “as changing circumstances war­
ran t,’’ nei ther American businessmen nor the Congress can know with  
assurance what section 4(c) of the act really means when i t says tha t 
existing agreements with Taiwan  will continue in effect u ntil term i­
nated  in accordance with law.

The current controversy over the a ir t ransport agreement is a clear 
case in point.

In the Atwood letter and, less expansively, in the Christopher  test i­
mony, the State Department argues tha t the air tran spo rt agreement 
should be replaced because it was executed in N anking in 1946, refers 
to landing righ ts on the Chinese mainland, and a new agreement 
with Taiwan  would “improve United States-Taiwan air  services and 
bring the current agreement into conformity  with our international 
aviation policy.”

While these arguments have at least superficial plausibility, there 
is reason to question whether they represent  the true  motive for the 
administra tion’s present desire to terminate this agreement.

None of the  arguments are new. All of them were well known a t the 
time of normalization. Even so, the administra tion did not exclude the 
air tran sport agreement when it said earlier th is year th at all existing 
treaties and agreements with Taiwan, other than  the Mutual Defense 
Treaty , would continue in effect.

Moreover, the adminstration obviously knew at the time of norm ali­
zation tha t various agreements, including a civil aviation  agreement, 
would be entered into with the PRC  in the future . They nevertheless 
did not say or imply tha t continuat ion of our existing  nonmilitary 
agreements with Taiwan would be limited only un til the time any such 
new agreements might be reached with Peking. Likewise, they did no t 
say tha t the Taiwan agreements would be continued “in substance,” but 
not in form. If  they had, and i f Congress had agreed, all of the  exist­
ing agreements could have been converted to “unofficial” agreements
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with the stroke of a pen under  section 6(h) of the act, and section 4(c) 
need never have been written.

One is forced to conclude tha t the State Department either deliber­
ately misled the Congress and the American people or has suddenly 
and ill-advisedly reversed a carefully considered policy on which great 
reliance has been placed. We believe the latte r is the case, and we find 
the genesis of it quite disturb ing.

Deputy Secretary Christopher testified th at the ai r transport agree­
ment with Taiwan “has become a hindrance” to reaching a civil air 
agreement w ith the PRC and admitted that  the United States agreed 
to drop the air transpor t agreement in order to pursue negotiations 
with Peking.

This, then, appears to be the real reason for the administration's 
action: Peking 's bargaining ploy involved asking the  adminis tration 
to terminate or replace the existing agreement with Taiwan, in spite 
of what our Government had publicly committed itself to in section 
4(c l of the act, and the administration promptly capitulated.

This is precisely why the  American Chamber in Taiwan is so dis­
satisfied with the admin istrat ion’s hedging statement tha t it sees no 
reason “at this time” to terminate 29 other agreements with Taiwan, 
including the Treaty of Friendship , Commerce, and Navigation.

The administrat ion clearly has shown in the context of the ai r trans­
port  agreement th at it is unwil ling to stand up to a demand by Peking 
for fur ther dismemberment of American ties with Taiwan, our com­
mitments under section 4(c) of the act notwithstanding.

We do not oppose the contemplated air agreement with the PRC or 
other steps to improve U.S. relations with mainland China, provided 
they are not taken at the expense of Taiwan or of American business 
interests in Taiwan. Nor do we necessarily challenge the administ ra­
tion’s power to terminate the  a ir transp ort agreement under  article 12 
of the  agreement.

Inciden tally, I learned th is m orning that  formal notice of termina­
tion of the agreement was given yesterday, November 14, 1979, to 
Taiwan.

The Chairman. Let me ask you about your previous statement.
You say “at the expense of business interests in Taiwan.” Do you 

have any indication tha t tha t is being done now? It was my under­
standing this is expanding the potential of U.S. business interests.

Mr. P arker. I  think when steps are taken which undermine A meri­
can confidence tha t the commitment made by the American Govern­
ment under the Taiwan Relations Act means in fact what i t says, then 
tha t involves a diminishing of business confidence generally which 
affects the entire relationship of United States business with Taiwan.

The Chairman. Thank you.
Please continue with your statement.
Mr. P arker. The fact tha t the administration  yesterday did give 

notice, formal 1-year notice fo r termination  of the ai r tran spo rt agree­
ment, itself is a matter  of some particular  concern. The fact that  they 
were not willing to wait even 1 additional day until this hearing was 
held is noteworthy. If  th at is all the deference the State Department 
is wil ling to give to congressional intent under the TRA, then  Ameri­
can businessmen are going to be very concerned.

We submit th at the administra tion’s action regarding the air trans­
port  agreement with Taiwan contravenes the intent of Congress as
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expressed in one of the symbolically and substantively most important 
provisions of the TRA and threatens to undermine confidence regard ­
ing our future relations with Taiwan which the T RA did  so much to' 
inspire.

We believe tha t new agreements can be concluded between the 
United States and the People’s Republic of China without jeopardiz­
ing our good relations with  Taiwan.

If  the State  Department, however, is allowed to selectively slice 
off yet another trea ty or agreement with  our a lly on Taiwan each time 
efforts at cooperation with the PRC  are pursued, we not  only will 
damage our commercially more important relationship with Taiwan,, 
but we also will inju re our own national interests by calling into ques­
tion the dependability of our public in terna tional commitments.

The American Chamber of Commerce urges th is committee and the 
Congress to insist tha t the adminis tration  honor its earlier pledges and 
Congressional in tent as expressed in the TRA  by keeping in force all 
existing treaties and other international agreements with Taiwan 
until they expire in accordance with their terms. If  circumstances re­
quire changes in the agreements from time to time, our national inter­
est can better be served by amendments within the framework of the' 
existing agreements th an bv allowing them to be reduced to what the' 
administration calls “informal, unofficial arrangements.”

American businessmen in Taiwan need to know tha t the phrase’ 
“changed circumstances” as used in the administra tion’s statement 
does not mean merely a new demand dicta ted to the S tate D epartment  
by the PRC.

The Taiwan Relations Act has proven itself  to be an outs tanding 
legislative contribution to U.S. foreign policy. As well designed as 
the act clearly is, however, the history of its implementat ion to date 
raises certain  important questions. It  is vital to our country’s credi­
bility  and to maintaining  the excellent relations which exist with 
Taiwan  in spite of normalization that there be no doubt the act means, 
in fac t, what it appears to  say and will not be compromised in app lica­
tion by the executive branch.

Thank you, Mr. Chairman.
[Mr. Pa rke r’s prepared statement follows:]

P repared Sta teme nt  of R obert P.  P arker

Mr. Chairman and members of the  Committee. My name is Robert P. Parke r. 
I was privileged to app ear  before thi s Committee las t Febru ary , when I testified 
on behalf of the  American Chamber of Commerce in the  Republ ic of China at  
your hearing s on what came to he the  Taiw an Relations Act (the “Act” ). I ap­
precia te the opportunity  to  a ppear before  you again today, on behal f o f ou r more 
tha n 530 members, in connection with  an important question which has arisen 
und er the  Act:  th at  is, the  C arter Adminis trat ion’s in ten t regard ing  the exis ting 
tre ati es  and oth er int ern ational agreements between  the  United Sta tes  and Tai­
wan, with  special  emphasis on the  Air Transpo rt Agreement.

BACKGROUND

Until recen tly, it appeared th at  the re was no issue regard ing  the con tinuation 
of the  more tha n 50 tre ati es  and other int ern ational agre ements (ot her tha n the 
Mutual Defense  Treaty) in effect between the  U.S. and Taiw an as of the  end of 
last  year . Congress had clea rly provided for  their con tinuation in Section  4.C of 
the Act, an d even the  Administ ration had  been expl icit ly reassu ring on thi s point 
at  the  time of “norm alization.”

On August 31st, however. Vice Pre sident  Mondale announced in Canton th at  
one of these  int ern ational agreem ents, the  Air Transport Agreement govern ing
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civil aviation matters between the  U.S. and Taiwan, would be terminated in con­nection with negotiations for a new a ir agreement w’ith Peking. The Vice Presi­dent added tha t the existing U.S.-Taiwan agreement w’ould be replaced by an “informal, unofficial arrangement.” This announcement was made to the press a t a meeting, which I attended, between the  Vice President and representatives of all American Chambers of Commerce in the Asia-Pacific area.Assistant Secretary of State Richard Holbrooke, who was travelling  w’ith  the Vice President, later stated, in response to my question, th at the Administra tion intends eventually to convert all existing trea ties  and executive agreements with Taiwan into “unofficial agreements” because this allegedly would be “consistent with the whole policy of normalization. A United Press Inte rnational  dispatch wwitten from Canton on August 31st and obviously based on State Department “background,” also reported tha t “President Jimmy Carter’s Administrat ion wants to terminate all the remaining formal agreements with Taiwan or put them on an unofficial basis.”
On September 27th, under questioning by Senator Jacob Javits , Assistant  Secretary Holbrooke gave a  slightly different version of the policy, telling this Committee that the Administration’s intent  was “selectively to transfer  some” of the trea ties  and agreements into “unofficial” status.Any systematic dismantling of existing trea ties  and agreements, whether “selective” or not, would of course be con trary to express representations made to American businessmen and to the Congress at the time of “normalization.” I so testified at  a hearing of the House Foreign Affairs Committee on October 23rd. We had, aft er all, been repeatedly assured, in the words of the State De­partm ent’s Legal Advisor in his Februa ry 4, 1979, testimony to this Committee, tha t “treaties and other international agreements between the United States and Taiwan at  the time of normalization will remain in force, except tha t the Mutual Defense Treaty  and related agreements will terminate a t the end of this year.” Similar unequivocal assurances  were given in the Presidential Memo­randum of December 30, 1978, the joint State/Commerce/NSC briefing for busi­nessmen and others on Jan uary  15, 1979, the congressional testimony of Deputy Secretary of State  Warren Christopher, and numerous other instances. At the urging of our Chamber and others, the Congress underscored the importance of those assurances by writing them into law in Section 4.C of the Act. American businessmen have placed great  reliance on th is provision of the Act in deciding tha t normal commercial relations with Taiwan can be successfully maintained.

T H E  CU RR EN T IS S U E

Currently, however, the operative statement of the Adminis tration’s position seems to be in Assistant  Secretary of State Brian Atwood”s October 30, 1979, lette r to Senator Javits , responding to the Senator’s September 24th inquiry of Assistant Secretary Holbrooke, and in the almost identically worded testimony of  Deputy Secretary Christopher to the House Foreign Affairs Committee on November 8th. At the very least this statement frames and more precisely re­fines the  issue. The balance of my remarks will accordingly be within the context of th at statement.
Stripped of its deliberate ambiguities and qualifications, the Administration statement would (except as to the Air Transport Agreement) be a welcome, use­ful and acceptable response to the uncertainties  previously crea ted by mutually incompatible positions of the State Department. The statement’s categoriza tion and analysis of the existing treat ies and agreements appear reasonable and re­flect a degree of thoughtful consideration not found in the Adminis tration’s earlier pronouncements.
It  is, therefore, deeply to be regretted tha t the statement has been so riddled with overly-careful qualifications as to deprive it of the value it  might have had. Consider, for example, the following:

In both the Atwood le tter  and the Christopher testimony, the Adminis tra­tion s tates  th at it is giving its “preliminary” views on the treatie s and agree­ments with Taiwan. It  is disconcerting in the extreme tha t almost one year afte r the President's “normalization” announcement and months following passage of the Act, the  State Department can give only a “preliminary” and not a definitive statement of i ts position on these agreements.Wherever in the s tatement  the State Department  appears to be articula ting a policy on which some reliance can be placed, tha t policy is immediately qualified by conditions which render it  meaningless, as in : “We see no reason at this time to take any action with respect to these [29 specified] agree­ments”, or, “After further  review’ and as changing circumstances warrant,
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we may wish to take fu rth er  actio n with respect to cer tain of these agree­
ments” (emphasis add ed) .

Amer ican businessmen in Taiwan  fully  app rec iate  th at  we live in a rap idly  
chang ing world and  th at  these  changes can have relevance for  U.S. diplomacy. 
We have no wish to deny the Admin istratio n a degree of needed flexib ility in 
this area. Recen t events  plainly show, however, th at  unless the  Adm inis trat ion 
is forced to define vague phrases like “as changing circumstances war ra nt ”, 
nei the r American businessmen nor  the Congress can know with  assurance  what 
Section 4.C of the  Act really means  when it  says th at  exis ting  agreements with  
Taiwan  will continue in effect un til  terminat ed in accordance with  law. The 
cu rre nt  controversy  over the Air Transpo rt Agreement is a clear case in point.

In the  Atwood let ter  and, less expansively , in the Chr istopher testimony, the  
Sta te Dep artm ent  argu es th at  the  Air Transpo rt Agreement should be replaced 
because it  was executed in Nanking in 1946, refers  to land ing rights  on the 
Chinese main land , and a new agreeme nt with Taiwan  would “improve U.S.- 
Taiw an ai r services and  bring the  curre nt agreement into  conformi ty with our  
intern ational aviation policy”. While these argumen ts have a t lea st superficial 
plau sibi lity , the re is reason to quest ion whether they are the  tru e motive for  
the  Adminis trat ion’s presen t desi re to terminate this Agreement. None of the  
arguments is new. All of them were  well known at  the time of “norm alization” ; 
even so, th e Adm inis trat ion did  n ot exclude  the Air Transpo rt Agreement (which 
has been understood since 1950 to apply  only to Taiwan) when it  said  ear lie r 
th is year that  all exis ting tre ati es  and  agreements with Taiwan, oth er than  the  
Mutual Defense Treaty and related agreements, would continue in effect.

Moreover, the  Adm inis trat ion obviously knew at  the  time of “normaliza tion” 
th at  var ious agreements , including a civil aviatio n agreement,  would be en tered  
into  with the PRC in the  future . They nevertheless did not say or imply th at  
con tinuation of our  exis ting  non-mil itary  agreements with Taiw an would be 
limi ted only until the time any such new agreements might be reached with  
Peking. Likewise, they did not say th at  the  Taiwan  agreements would be con­
tinu ed “in substance” bu t changed in form. If  they  had,  and  if Congress had  
agreed,  all of the exis ting  agreements could have  been converted  to “unofficial” 
sta tus with  the  s trok e of a pen and  Section 4.C of the  Act need never  have been 
wri tten .

One is  forced  to conclude th at  the Sta te Depar tment  e ither delibera tely misled 
the  Congress and the  American people or has  suddenly and  ill-advisedly reversed 
a carefu lly  considered policy on which grea t relia nce  has been placed. We believe 
the  la tte r is the case, and we find the genesis of it  quite distu rbing. Deputy 
Sec reta ry Chr istopher testifi ed th at  the  Air  Transpo rt Agreement with Taiw an 
“has  become a hindrance ” to reaching  a civil ai r agreement with the  PRC and 
adm itted th at  the  United Sta tes agreed to drop  the  Air Tra nsp ort  Agreem ent in 
order to pursue  negotiat ions  with Peking. This, then, app ears to be the  real  
reaso n for  the Admin istratio n’s action : Peking’s bargain ing  ploy involved asking 
the  Adm inis trat ion to drop or replace the  existing agreement with Taiw an, in 
spite of what our  government had  publicly  comm itted itself  to in Section 4C of 
the  Act. and the  Adm inis trat ion prom ptly  cap itulated.

This  is precise ly why the  A merican Chamber in Taiw an is so dissati sfied  with  
the  Admin istratio n’s hedging sta tem ent  th at  it sees no reason “at  thi s time” to 
terminate 29 o ther  agreements with  Taiwan , inclu ding the Treaty of Friendsh ip, 
Commerce and Naviga tion. The Adm inis trat ion has  c learly shown, in the  contex t 
of the  Air Trans port Agreement, th at  i t is unwilling to stand up to a  demand by 
Peking for fu rth er  dismemberm ent of Amer ican ties  with Taiw an, our  commit­
ments un der  Section 4.C of the Act notwithstanding.

We do not oppose the contempla ted ai r agreem ent with the PRC or other steps  
to improve  U.S. rela tions w ith mainland China, provided they are no t taken  a t t he 
expense  of Taiw an or of American business int ere sts  in Taiwan. Nor do we 
necessari ly challenge the Adm inis trat ion’s power to term ina te the Air Transpo rt 
Agreem ent under Artic le 2 of the Agreement. We do subm it th at  the  A dminis tra­
tion’s proposed action 1 rega rding the agreement with  Taiw an contravenes the  
clear i nte nt of Congress as expressed in one of  the symbolically and subs tant ively 
most important provisions of the Act and  thr eaten s to undermine confidence 
regard ing  our futur e rela tion s with Taiwan which the Act did so much to 
inspire.

We believe that  new agreements can be concluded between the  United Sta tes  
and the  PRC withou t jeopardizing  our  good rela tion s with  Taiw an. If, however ,

1 I t was learned thi s morning th at  formal notice of term ina tion  of the  Agreement was 
given to Taiwan yesterday, November 14, 1979.
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the  Sta te Depar tment is allowed “selectively” to slice off yet ano the r tre aty or 
agreement  w ith our historic  a lly on T aiwan each time efforts a t cooperation with  the PRC are  pu rsued, we will not only damage o ur commercially  more imp ortant  rela tionship  with Taiwan, but  we will also injur e our  own nat ion al int ere st by 
calling into  question the  dependab ility  of our  public commitments.

The American Chamber of Commerce urge s thi s Committee and  the Congress to ins ist th at  the  Adm inis trat ion honor  its  earlier pledges and  congressional 
intent  a s expressed in The Taiw an Relations Act by keeping in force  al l exis ting tre ati es  and oth er int ern ational agre eme nts with Taiw an until they expire in 
accordance with  their  terms. If  ci rcum stances require  changes in the agreements from time to time, our  nat ional int ere st can cer tain ly be be tte r served by 
amendments within the  f ramewo rk of the exis ting agreements tha n by allowing 
them to be reduced to what the Admin istratio n calls  “inform al, unofficial arrang ements.”

CONCLUSION

The Taiw an Relations Act has proven itself  to be an out stan ding legislative contribution to U.S. foreign policy. As well designed as the  Act clear ly is, how­
ever, the history  of  its  implementat ion to d ate  ra ises  ce rta in important questions. It  i s vital to our  c oun try’s credibi lity,  and to maintaining the excel lent rela tion s 
which exi st with Taiw an in spit e of “norm alization,” that  ther e be no doubt th at  the  Act means  in fac t what it  app ears to say and  will not  be compromised in applica tion  by the  executive branch.

The Chairman. Thank you very much, Mr. Parker.
I will have to leave to vote again, unfortunately .
Mr. Morell, I have read Mr. Kennedy’s statement which you will 

present. Let me ask you to deliver it orally while I  leave to vote so that 
we all may have the benefit of hearing it. I will return as soon as pos­
sible aft er voting.

I will leave Mr. Ford  in charge of the hearing unt il I return . I will 
be back in only a few minutes.

Thank you.

STATEMENT OF WILLIAM  N. MORELL, JR., PRESIDENT, USA-ROC 
ECONOMIC COUNCIL, CRYSTAL LAKE, ILL.

Mr. Morell. Thank you.
Fir st may I express Mr. Kennedy’s regrets tha t he was not able to 

come. He had a previous commitment which he was no t able to break.
I am Bill Morell. I  am president  of the USA-ROC Economic Coun­

cil. Mr. Kennedy has given me a statement to read, and I would ask 
tha t the entire statement be placed in the  record.

As I  read  it, I will exercise some of it in the interest of time.
I first want to thank  the Senate Foreign  Relations Committee and 

the entire Congress for provid ing a strong Taiwan Relations Act. I 
firmly believe this bill not only is of  great assistance to the U.S. busi­
ness community but, by extension, also benefits our national income 
and employment and, more broadly, our national  interests. Signifi­
cantly, it also enhances the future viabil ity o f Taiwan which has long 
been a friend and ally and a valued economic partner of the United 
States.

The final bill approved by the Congress and signed by the President 
was an enormous improvement over the  bill initia lly proposed and fo r 
this the Senate Foreign Relations  Committee can take a large measure 
of the  credit.

While I obviously cannot speak for all of the members of our Coun­
cil, most of those who have given us th eir views indicate tha t since the 
act was signed in Apr il, business relations with Taiwan generally have
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progressed satisfactorily. This, of course, has been a major goal of 
both the administration and the Congress.

As we approach the 1980’s, it is important to appreciate the signifi­
cance of this relationship to our economy over the  next decade. Even 
assuming a substantial reduction in the rate of growth of our trade 
with Taiwan durin g this period—a reduction, inc identally, which may 
not occur—we conservatively can expect the volume of trade for all 
those 10 years combined to exceed $250 billion.

I have talked to some of the  top  economic officials on Taiwan about 
these projections and they feel, as I do, tha t they are conservative, tha t 
the number very easily could run over th is figure. But I would caution, 
because there has been a lot of  ta lk in th is hearing  about the fact  tha t 
things  are going along so well, that  we can expect substantially greater  
competition from Europe as well as Japan  in the decade ahead. The 
Chinese on Taiwan are working very hard to expand the ir trad ing 
relations with Europe. Two of their leading officials, the Governor of 
the Central Bank, who is also head of the Plan ning  Board, and the 
Minister  of Finance, were in Europe recently. I am confident that they 
are doing what they can to expand relations with tha t part of the 
world.

If  they lose confidence in our intentions for the fu ture, they do have 
other alternatives than  expanding trade  with the United  States, and 
we will be the loser.

Our Council recently held its Third  Jo int  Business Conference with 
Taiwan this past Ju ne in Los Angeles where over 700 corporate repre­
sentatives from both sides viewed future business opportunities and 
prospects for expanded trade under the new political ground  rules. 
This was the larges t gathering  of the year for United  States and 
Chinese company officials concerned with business re lations between 
our two countries. The mood clearly was optimistic and I am confident 
tha t the meeting provided the Chinese representatives from Taiwan 
with a strong reassurance of U.S. business support  for  the future .

I might add tha t the presence of Senator  Stone as our principal 
speaker gave considerable weight and credibi lity to this reassurance.

Two months ago, we arranged for representat ives from all of the  50 
States and from the National Governors’ Association in Washington, 
I).C. to participate in week-long discussions in Taipei on the Taiwan 
market. This trade and investment forum was supported by the ROC 
Board of Foreign Trade in line with its “Buy American” policy, which 
is designed to help reduce Taiwan’s large trad e surplus with the 
United  Sta tes.

I report this to the committee because here again there was little 
doubt among those senior state officials part icipating tha t under  the 
Taiwan  Relations Act there are impressive futu re opportunities  for  
business with  Taiwan. I also believe th is forum helped to dramatize 
the immense economic stake tha t we have in Ta iwan's  fu ture.

As for the Republic of China itself, there continues to be a rapid 
expansion in its economic relations, not only with the United States, 
but with other countries of the world as well. There is no doubt tha t 
Taiwan in the 1980’s will be one of the larges t t rading, banking, and 
shipping centers in all of Asia. It s world trade this year probably will 
exceed $30 billion, and in the decade ahead, under the same conserva­
tive assumptions I mentioned earlier for U.S. trade , it s total  imports
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and exports for the 10-year period are expected to achieve and may very well exceed the staggering total of $800 billion.
This is a bright picture, but one tha t well could be clouded by a number of developments presently on the horizon. In my previous testimony in February, I stressed th at the future of th is relationship depends on the maintenance of business confidence, not only in the United States but on Taiwan.
The psychological atmosphere is governed to a great extent by the attitudes of both governments not only toward  our fu ture  business ties but toward overall relationship as well. It would not be difficult to trigger the kind of uneasiness found in the business community prio r to the Taiwan Relations Act if our businessmen or  those on Taiwan sensed a developing erosion in the ties between the two countries, either throu gh neglect or throu gh the assignment of a significantly lower prior ity to our relations with th at country.
The recent decision to renegotiate our civil air agreement with the Republic of China th rough  the American Insti tute in Taiwan and the Coordination Council for North  American Affairs, whatever the intention,  has caused some uneasiness in the U.S. business community and on Taiwan, not merely for reasons related  to this agreement but for the precedent i t could set fo r all other treaties and agreements.Prior to the  passage of the Taiwan  Relations Act, we and the  Con­gress were assured tha t all treaties and agreements would remain in force. As you know, and it has been discussed at length here today, the  law i tself states this specifically in section 4(c ). We did  not take this to mean tha t there would be no changes or amendments to these treaties  and agreements; but we did unders tand tha t the basic agree­ments themselves would be retained with whatever modifications seemed appropriate .
We now understand tha t the plan is to have the civil air agreement renegotiated by the CCNAA and the AIT and to have the existing agreement terminated. In discussing these proposed changes, it has been said by at least one senior U.S. Government official tha t whatever new document is negotiated would not only be unofficial but would also be “in formal.” Moreover, the  new document is referred  to not as an agreement, but as an “arrangemen t.”
Administra tion spokesmen recently have stated  th at the new agree­ment will have full force and effect under U.S. law, though we are not certain  at this time whether it will be called an agreement or an arrangement.
We also have been informed tha t much of the new agreement will be similar to civil air agreements being negotiated with other nations around the world. We are told tha t the renegotiation of these agree­ments is prompted in par t by a number of important  new require­ments in our international  civil air policy.
The foregoing explanation suggests tha t there are certain unique considerations requiring the renegotiation of a new civil air agree­ment with Taiwan and tha t these considerations would not apply in the case of other treaties  and agreements when changes in them m ight be required in the future.  It  would appear, therefore, tha t modifica­

tions of such treaties  and agreements could be handled simply bv amendment, rather than  through renegotiation of an entirely  new agreement.
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Deputy  Secretary of State Chris topher has stated recently th at it  is 
not U.S. policy to convert or terminate  all the trea ties and agreements 
we mainta in with Taiwan. Each  agreement, as the  circumstances re­
quire, will be considered on its own merits, on a case-by-case basis.

We, in our Council, are not qualified to judge ei ther the  legal aspects 
jf  this  issue or the full meaning of the assurances recently provided by 
the Department of State. We do know tha t uncertainties have been 
created for some businessmen and fo r the Government on Taiwan. We 
believe tha t the Congress is performing a valuable service by con­
sulting with legal authorities competent to speak to these questions 
and by soliciting the intentions  and assurances of senior officials from 
within the administ ration.

The manner in which we handled the civil air agreement can, I 
believe, affect the credibility of the United States in other areas cov­
ered by the act. The law provides in section 3 that the United  States 
will make available to Taiwan “such defense articles and defense 
services in such quantity as may be necessary to enable Taiwan to 
mainta in a sufficient self-defense capability.”

There were disturbing reports some months ago tha t the 1 year mora­
torium on new commitments of  military supplies to Taiwan would be 
extended beyond 1979. These rumors were followed by official U.S. 
statements tha t these repor ts were incorrect. Recently, however, a 
new question has been raised which appears  to qualify  these assur­
ances. The qualification, if we understand it correctly, is tha t the 
moratorium will be continued if the Mutual Defense Treaty  does not 
expire on January 1,1980.

We are not aware tha t this  condition ever has been s tated before. 
This, of course, adds another element o f uncer tainty  regarding U.S. 
intentions  in this area.

Thus far,  there has been little  clarification regarding Taiwan’s 
future prospects for acquiring modern defensive weapons, particu - 
larlv  more advanced a ircraf t to replace the F-5 E. Given the very long 
lead time required to pu t new airc raft  into operational squadrons 
and the possibility that  the PRC 's offensive capabilities may be 
strengthened by acquisitions from other countries, it would be help­
ful if there could be reassurances regarding  our intentions  to help 
modernize Taiwan’s defense forces.

The net effect of these problems and a number of  others  I  have not 
discussed today, is t hat  questions are beginning to arise both within 
the United  States and on Taiwan as to whether the act, which provided 
such st rong  assurances when it  was signed, will be carried out in the 
spirit  intended by the Congress.

Tn conclusion. I  want to express to you our grat itude for your ef­
forts in strengthening  the Taiwan Relations Act and in exercising 
your oversight responsibilities through these hearings.

Tha t concludes Ambassador Kennedy’s statement.
[Ambassador David M. Kennedy’s prepared statement follows:] 

P repared Statement  of H on. David M. Kennedy

Mr. Chairman and dist ingu ished members of the  Committee. I welcome the 
opportu nity  you have provided our  Council to app ear  before you today. In an 
earlier hea ring  held by the  Sena te Foreign Rela tions Committee in Febru ary  of 
this  year I provided you with  background info rma tion  on the  USA-ROC Eco­
nomic Council and on my role as Cha irman of th at  organizatio n. I will not b other
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to review this with you again today except to report tha t our Council’s member­ship and the scope of its activi ties have continued to expand.1 first want to thank the Senate Foreign Relations Committee and the entire Congress for providing a strong Taiwan Relations Act. I firmly believe this Bill not only is of great  assistance to the U.S. business community but, by ex­tension, also benefits our national income and employment and more broadly, our national interests.  Significantly, it also enhances the futu re viability of Taiwan which has long been a friend and ally and a valued economic partner of tiie United States. The final Bill approved by the Congress and signed by the President was an enormous improvement over the Bill ini tially proposed and for this the Senate Foreign Relations Committee can take a large measure of the credit.

While I obviously cannot speak for all of the members of our Council, most of those who have given us their  views indicate tha t since the Act was  signed in April, business relations  with Taiwan have generally progressed satisfactorily. This, of course, has been a major goal of both the Administrat ion and the Congress.
As you may recall, our two-way trade with the Republic of China in 1978 stood at approximately $7% billion. At tha t time Taiwan was our number 8 trading  par tner  in the world. This year we confidently expect tha t our trade  volume will rise to .$10 billion—an increase of over 30 percent.As we approach the eighties, it is impor tant to appreciate the significance of this relationship to our economy over the next decade. Even assuming a sub­stantial reduction in the rate  of grow’th of our trade  with Taiwan during this period—which, incidentally may not occur—we can conservatively expect the volume of trade for all those ten years combined to exceed $250 billion.Our Council recently held its Third Join t Business Conference with Taiwan this past June in Los Angeles where over 700 corporate representatives from both sides viewed future business opportunities and prospects for expanded trade under the new political ground rules. This was the largest gathering of the year for the United States and Chinese company officials concerned with business relations between our two countries. The mood was clearly optimistic and I am confident tha t the meeting provided the Chinese representatives from Taiwan with a strong reassurance of U.S. business support for the future . I might add tha t the presence of Senator Stone as our principal speaker gave considerable weight and credibility to this reassurance.
Two months ago, we arranged for representatives from all of the fifty s tates and from the National Governors’ Association in Washington, D.C. to partici­pate in week-long discussions in Taipei on the Taiwan market. This Trade and Investment Forum was supported by the ROC Board of Foreign Trade in line with its “Buy American” policy, which is designed to help reduce Taiwan’s large trade  surplus with the United States. I report this to the Committee be­cause here again there was littl e doubt among those senior state officials par ­ticipating. tha t under the Taiwan Relations Act there are impressive futu re opportunities for business with Taiwan. I also believe this Forum helped to dramatize the immense economic stake we have in Taiwan’s future.As for the Republic of China itself, there continues to l>e a rapid expansion in its economic relations not only wi th the United States but with other coun­tries of the world as well. There is no doubt tha t Taiwan in the eighties will be one of the largest trading, banking and shipping centers in Asia. I ts world trade this year will probably exceed $30 billion and in the decade ahead, under the same conservative assumptions I mentioned earlier for U.S. trade, its tota l imports and exports for the ten yea r period are expected to achieve, and possibly exceed, the staggering total  of $800 billion.
Taiwan’s gold and gross foreign exchange reserves are now in excess of $7 billion—this is an exceptionally large reserve in relation to its  annual imports— and it has one of the strongest international debt positions in the world. Its  power production over the next decade will nearly triple and the value of its machinery production could well increase seven-fold. This is pertinent  to your hearings not only because it  indicates the contribution we can expect to Taiwan’s security and well-being from the future growth of its economy but i t also reflects the optimism of the ROC government, the business community there  and the people generally. In  fact, the Taiwan Relations Act as it was ultimately passed by the Congress has had a gre at deal to do with th is optimism. We can compare this, incidentally, with the general reaction during the period immediately afte r the Shanghai Communique when all indicators were bearish—real estate, investment, the value of the Taiwan dollar and the stock market were all dow n; only capital



flight was  up. By con tras t, in the  past six months these ind ica tors have all 
reflected a  qu ite b ullish mood.

This  is a bright  pic ture  but one th at  could well be clouded by a number of 
developing problems on the  horizon. In my previous testimony in Feb ruary, I 
stressed that  the  futur e of thi s rela tion ship depends on the  main tenance of 
business confidence not only in the United Sta tes but  on Taiw an. The psycho­
logical atmosph ere is governed to a grea t extent  by the at titudes  of  both govern­
ments not onlv tow ard  our  fu ture  business ties  but  toward our  overall rel ation­
ship as well, i t  would not be difficult to trig ger  the kind of unea siness found in 
the  business community prior to the  Taiw an Relations Act if our  businessmen 
or those on Taiw an sensed a develop ing erosion in the  ties  between  the  two 
countries either through  neglect or from the  a ssignment of a signif icantly lower 
priori ty to our rela tion s wi th t ha t country .

The recent decision to rene got iate  our Civil Air Agreement with the  Republ ic 
of China through  the  American Insti tu te  in Taiw an and the  Coordinat ion Coun­
cil for  North American Affairs—wha tever the intention—has  caused some un­
easiness in the  U.S. business community and  on Taiw an not merely  for  reaso ns 
rela ted  to thi s agreemnt but  for  the  preceden t it  could set for  all other tre at ies 
and  agreements .

Pr ior to the  passage of the Taiw an Relations Act, we and the  Congress were 
assured th at  all tre ati es  and  agreements would remain in force. As you know, 
the law itself  sta tes  thi s specifically in Section 4( c) . We did not take thi s to 
mean th at  th ere  would be no c hanges or amen dments to these tre ati es and agree­
ments ; bu t we did und ers tand th at  the  basic  agree ments themselves would be 
retained wi th wha teve r modifications seemed a ppropr iate .

We now und ers tand that  the  plan is to have the  Civil Air  Agreement rene­
gotia ted by the CCNAA and the  AIT  and to have  the  exis ting  agreement 
term inated. In discussing these proposed change s i t has  been said by a t lea st one 
senior  U.S. Government official tha t whatever  new document  is  nego tiated would 
not  only be unofficial but would also be “info rma l.” Moreover, the  new document 
is referred to not as an agreement bu t as an “arrang ement”.

Adm inis trat ion spokesmen have  recently  sta ted  th at  the new agre ement will 
have  full  force and effect under U.S. l aw ; though we are not cer tain at  this  time 
whether it  will be called an agreeme nt or an arrangemen t.

We have also been inform ed th at  much of the new agreement will be sim ilar  
to civil ai r agreements being renegot iated  with  oth er nations  around  the world. 
We are told th at  the  renegotiation  of these  agreements is prompted, in pa rt,  by 
a number of imp ortant  new requ irem ents  in our int ern ational civil ai r policy.

The foregoing explana tion  sugges ts th at  the re are  cer tain unique cons idera ­
tions requiring the negot iation of a new Civil Air Agreement with Taiwan and 
th at  these considerations would not  apply  in the  case of oth er treati es and 
agreements when changes in them might be require d in the  future . It  would 
appear, therefore, th at  modifica tions of such tre ati es  and agre ements could be 
hand led simply by amendmen t ra ther  tha n through  renegotiatio n of an ent irely 
new agreement . Deputy Secreta ry of Sta te Chr istopher has  sta ted  th at  it is not 
U.S. policy to convert or terminat e all of the  tre ati es  and  agreements we main­
tain with Taiwan. Each agreement,  as the  circumstances requ ire, will be con­
sidered on its  own mer its, on a case-by-case basis.

We are  not  qualified to judg e either the  legal aspects of thi s issue  or the  full  
meaning of the  assu rances recen tly provided by the Dep artm ent  of State. We 
do know th at  unc erta int ies  have  been created for  some businessmen and  for  the 
government on Taiwan. We believe th at  the  Congress can perforin a valuable  
service  by consulting with  legal autho rit ies  competent to speak  to these ques­
tions and by solic iting the  intentions and  the  assurances of senior officials from  
Within the  Administr ation .

The man ner in which we handled  the  Civil Air Agreem ent can. I believe, 
affect the cred ibil ity of the United Sta tes  in other are as covered by the  Act. The 
law provides in Section 3 th at  the  United Sta tes  will make ava ilab le to Taiw an 
“such defense art icle s and defense  services in such quantity  as may be neces­
sary to enable Taiw an to maintain  a sufficient self-defense cap abi lity .” There 
were  dis turb ing  reports  some months ago th at  the  one year morator ium on new 
commitments  of milita ry supplies  to Taiwan  would be extended beyond 1979. 
These rum ors  were followed by official U.S. sta tem ents th at  these reports  were  
incorrect.  Recen tly however, a new quest ion has been raised which appears  
to qual ify these  assurances, the quali fication, if we und ers tand it  correctly, 
is th at  the  morator ium will be continued if the  Mutual Defense Treaty does 
not expire on Janu ary 1, 1980. We are not aw are  th a t thi s cond ition  has  ever
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been s tated before. This  of course adds a nother  e lement of unc ertain ty rega rding 
U.S. inte ntions in this  area.

Thus far.  the re has  been lit tle  clari ficat ion regard ing  Taiwa n’s fu ture  pros­
pects for acqu iring  modern defensive weapons—part icu lar ly more advanced ai r­
craf t to replace the  F-5E . Given the  very long lead  time requ ired to put  new 
airc ra ft into operation al squadrons and  the  possibility  th at  the PRC’s offensive 
capabiliti es may be stren gthened by acquisit ions  from other countries , it  would 
be helpfu l if the re could be reassurances  regarding our  intentions to help mod­
ernize Taiwa n’s defense forces.

The net  effect of these  problems and  a number of others I have not discussed  
today, is that  questions are  beginning to arise both with in the United State s, and 
on Taiw an as to whethe r the Act, which  provided such stron g assu rances when 
it was signed, will be c arri ed out in the spiri t intended by the Congress.

In  conclusion, I want to express to you, Mr. Chairman  and to members of the 
Committee, our  gra titude for your  e fforts  in  strengthen ing the Taiw an Rela tions  
Act and in exerc ising  your overs ight responsibilit ies through  these  hear ings.

Mr. F ord [committee staff!. Senator Glenn should be back momen­
tarily . I would propose that  we pause for a moment and hold the 
questions until the chairman returns.

[Pause.]
HARMFUL EFFECT OX BUSINESS INTERESTS

The Chairman. Gentlemen, you both have indicated concern about 
constancy or consistency and the effect on longer term relationships 
and other treaty and agreement matters  that might be placed in doubt 
by recent activities with regard  to this air transport agreement. I 
share some of those concerns.

I think, however, on this part icular one, while I am not here to 
argue the admin istrat ion’s case, it has been indicated by officials on 
Taiwan that  even they see advantages in this new air agreement. T 
realize thev don't  like the wav in which this  was handled, and I  don’t 
particularly care for that , either. But if we replace this agreement 
with an arrangement tha t is substan tially better, T don’t really see 
how this will harm business interests.

Mr. Parker,  you indicated tha t you fe lt the confidence level might 
go down by the way we handle th is more than bv the actual substance 
that  is being negotiated. Ts that rig ht ?

Mr. P arker. T hat’s right . Senator. Of course, American business­
men are concerned at  the prospect tha t if there were to  be an impass 
in the negotiations over this agreement, especially now, given the 
fact that  the United States has given formal notice of termination, 
there is, in fact , a th reat of a dis ruption of a ir service when the agree­
ment expires.

But T think the more likelv concern is simply tha t great reliance 
was placed on section 4(c) of the act when the TRA was passed. Tf 
the State Department intends to engage in a “salami-slicing” tactic, 
picking these agreements off one by one unti l finally there is nothing 
lef t. tha t certainly is going to erode business confidence.

The Chairman. I realize that . Nothing affects business activities 
so much as uncertainty. Both in the stock market here at home or in 
the international  business realm, uncer tainty  is the worst enemy of 
business.

Mr. P arker. Absolutely.
The Chairman. But I do not think the international business com­

munity reallv has suffered \ q you indicated , on Taiwan business is up 
and investment has contlm’-d to expand, and I think to expand at a
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far,  far g reater rate  than any of us anticipated would be the case almost 
a year ago when the normalization process was started.

I certainly did not expect to see tha t same amount of expansion of 
business over this past year. So I wonder whether the fears of the 
business community are well grounded or if they are not ?

Mr. Parker. 1 think they are well grounded. 1 share your sense of 
surprise  and awe at what has happened, and I  think it is all the more 
remarkable  when you consider that there really was a period of some 
pause during Jan uary and February in which a number of projects 
that otherwise would have been committed were placed on hold until  
the business community could see what the Congress was going to do 
in the TRA.

One reason why we had  such confidence in the TRA  was the belief 
tha t it meant tha t the admin istration would not do what it seems to 
be beginning to do with these treaties and agreements.

The Chairman. As I  said before, I did not come here to argue the 
administra tion’s case in this. I would hope th at as each one of these is 
considered or renegotiated, they all come out to the apparent  well-being 
and satisfaction of Taiwan which appears to be the case in this pa r­
ticu lar issue of the air  transp ort agreement.

Apparently the people there "were more concerned about how this 
occurred than they were about the expanded agreement which will 
take the place of the old air agreement.

Mr. Parker. That ’s true.
I think there certain ly are features  of tha t agreement tha t are out­

moded. B ut I think  you yourself made the point tha t in the  East, the 
distinction which we are fond of in  the West,  th at between form and 
substance, does not really exist. Form  is substance in  the East.

The Chairman. I  agree with tha t, as I  po inted out a while  ago.
Mr. Morell. Mr. Chairman, if I may add a point, i t is th at the busi­

nessmen on Taiwan, the Government on Taiwan, are pursu ing very 
assiduously trade relations now with Europe. Certainly an ingredien t 
in all of this is t ha t we have created an uncer tainty  in the ir minds, 
first by the December 15 decision and late r on by other things th at we 
have done which indicate th at we do not give as h igh a prio rity  to this  
relationship. I think what you will  see over the next 10 years is th at 
we probably are not  going to have as large a share of this  enormous in­
crease in trade as in the past. We are talk ing about a possible trad e 
for the United  States of $250 billion or more in the next decade. We 
would like to have that much trade. We hope tha t this  question of con­
fidence in the United  States by the ROC will not rub off on our busi­
ness relationship.

The Chairman. I  would hope tha t it  is true, too, and th at i t does not 
rub off.

With the Japanese experience before us having run a number of 
years, I wonder if tha t sets any precedent? Since they  went through 
a “normalization” process, or whatever you want to call it , as we did, 
with  Taiwan, look at  what has happened to thei r trade. It  has quad­
rupled, I think .

Mr. Morell. They had very substantial increases in the ir trade.
The Chairman. Yes; they did. So apparently it did not  affect them 

as much as they had anticipated  at tha t time, either.
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LEGA L D IF FIC U LT Y  I N  A M EN D IN G  CIV IL  AIR  AGREE M EN T

Se na tor  Stone ha d le ft  a quest ion  to be asked of Mr . Par ker  since he could no t re tu rn  to ou r he ar in g as he is inv olv ed on the Senate floor. W ould there be  an y lega l or t ech nic al difficulty sim ply  in  ame nd­ing or  mod ify ing  the  civi l ai r agree me nt wi th Ta iw an , as you see i t ?Mr.  P arker. I  th in k there would  n ot  be. I  believe th at is t he  p re fe r­able  wa y to  proceed.
The Chairman . This next questio n is a fol low up to Se na tor Ston e’s pre vio us question. Wou ld no t th is  approa ch  be con sist ent  wi th  the  Ta iwan R ela tio ns  Act ?
Mr . P arker. I  ce rta inly  believe so.
The Chairman. Mr.  Morel] , would  you care  to com men t on th at  question ?
Mr. Morell. I w ould ag ree  com pletely.
The Chairman . Mr.  Bar nd s of the  committ ee staf f has  a question fo r you .
Mr.  B arnds. T hank  you. Mr . C ha irm an.
Is  Ta iw an  havin g any  problem s wi th its  ai r services wi th oth er cou ntr ies? Are  thes e expa nd ing and are  these being  done  on an in ­form al bas is? Is  our act ion  in te rm inat in g th is  trea ty  go ing  to hav e anv i mp act on these  ?
Mr. P arker. I t is my imp ression th at  the y have been able  to con­tin ue  o pe ra tin g r ela tively  wel l.
As you  know , at  the  tim e of  Japan ’s severance of  dip lom atic re la ­tion s, there was  some difficulty  in the avi ation  area. Ja pa n A ir  Lin es stopped fly ing  to Ta iwan and Ch ina  A ir  Lin es sto pped  fly ing  to Ja pa n.
Eco nom ic reasons,  as  mu ch as a ny th in g else, seemed to  bring  ab out  a resto rat ion  of  service, alt ho ug h in a dif ferent  form . Ja pan  A ir  Lin es lost. $60 mi llio n in 1 yea r. A good po rtion  of it  was los t due to the  la iw an  business and the  in ab ili ty  to  fly th roug h Ta iw an ’s ai r space.Other  cou ntri es, though , have no t followe d the Japa ne se  form ula  of  se tti ng  up  a separa te, subs idi ary air lin e to flv to Ta iw an  and re ­qu iri ng  Ch ina  A ir  Lines, Ta iw an 's ca rri er , to use a sep ara te ai rp or t, as th e J ap anese do.
Most recent ly,  the  Ph ili pp ines  has  establ ished ai r service wi th the  PR C and av iat ion  rel ati onsh ips  between the  Ph ili pp ines  and  Ta iwan seem to  hav e gone  on pre tty much as befo re, altho ug h not wi thou t some in ter im  difficulties. The Ph ili pp ines  att em pted  to impose a re­quireme nt on China  Ai rlines th at  it change  the  nam e on its  air planes  to re fe r to  Taiwan ra th er  th an  to Ch ina . But  th is eventua lly  was  dro pped.
The Chairm an . Th ere  have been  some people to whom we have  spoken fro m Ta iw an  who h ave  indica ted  c ons iderab le happ ine ss  w ith  the ex ist ing sit ua tio n, com par ed to  wh at  othe r na tio ns  have  done. Do you th in k there is a gen era l fee ling now  of  recove ry fro m all  of  the  events of  the pa st  y ea r th at  is good fo r business, as opposed to wh at it was a ye ar  or so ago ?
I  hav e he ard the  arrang em en t re fe rre d to now as the “Ame rican fo rm ula, ’ where there  are  defe nse  ar rang em en ts and m ili ta ry  sales, trad e and othe r th ings  cont inuing  as nor ma l. Is  th at the general  a t­ti tu de  now on Ta iw an  ?
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Mr. MoREll. I think there is no question tha t business is booming 
there. A ll of the  numbers indicate this. Trade is up and investment is 
up, as Mr. Christopher said this morning.

In  discussions 1 have had with senior officials on Taiwan, many of 
them feel tha t this has been helped by the assurances of the Taiwan 
Relations Act. I think they are hopeful tha t some of the elements of 
tha t act can rub off on the European countries and perhaps  on J apa n 
as well.

Mr. P arker. I  think it always was rather difficult for some Western 
countries to  see much of a pa rallel  w ith what  the Japanese had done. 
I t struck them as a uniquely orienta l solution to the problem. The 
American formula probably represents an even fu rther outreach than  
perhaps most European countries would be asked to make.

Let me make one footnote to this. While the American formula  has 
worked well, it  certainly is not anything that  the State  Department 
ought to be congratulated upon. It  is due really to the credit of the 
Congress in recognizing the  deficiencies of what the State Depar tment  
bargained for and the inadequacies of the bi ll th at the administration 
proposed.

The Chairman. I would be the last one in the world to criticize 
you for that  statement.

[ General laughter.]
The Chairman. Gentleman, thank you very much for your presenta­

tions here today.
Dr. Li, please come up to the witness table. I have thoroughly  read 

your advance testimony. Let me ask you to present it to us. I will 
have to leave but only briefly to cast another vote.

We appreciate your forebearance.
Please proceed.
[Dr. L i’s biography fo llows:]

B iog raphy of Victor H. L i

Frofesso r Li was born in China in 1941 and  came to the  United Sta tes  six 
years later.  Since 1974 he has been Lewis Talb ot and Nadine  Hearn  Shelton  
Prof esso r of Intern ational Legal Studies at  Stanfo rd University . From  1974-76 
he was Director of the Center  for  Ea st Asian Studies a t S tanford.

He received a  B.A. from Columbia Col lege ; J.D., Columbia Law School; LL.M., 
Ha rva rd Law School and S.J.D., Ha rva rd Law School. He is a member of the  
New York Bar . Pr ior to join ing the  Stanford facu lty,  he tau gh t at  Michigan  
Law School (1967-69) and Columbia Law School (1989-72).

Ili s research  intere sts  center on political-legal work in the  People’s Republ ic 
of China, inclu ding control of deviancy, disp ute resolution , regula tion  of the  
economy, and  foreign trade  practices . He also is a spec ialist on public  inter na ­
tional law, partic ula rly  problems involving  United  States-China rela tions.

His publ icatio ns include Law  and Polit ics in China's Fore ign Trade.  Laic  
Witho ut Law yers: A Comparative View  of Law in China and the United States, 
De-recognising Taiw an: The Legal Problems,  and  The Future of Taiwan .

He has  visit ed China seve ral times since 1972, and is fluent in Mandarin and  
Cantonese.

STATEMENT OF DR. VICTOR H. LI,  PROFESSOR OF INTERNATIONAL
LEGAL STUDIES, STANFORD U NIVERS ITY SCHOOL OF LAW, PALO
ALTO, CALIF.

Dr. Li. I want to thank  the subcommittee for the opportunity to a p­
pear a t this  hearing.
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I will try  to take a look at the broader  issue of how to implement normalization with China, of which changes in the air tran sport agreement is but one part.Normalization of Sino-U.S. relations, reinforced by the Taiwan Relations Act, established a stable equilibrium among the United States, China, and Taiwan. All three parties have a strong interest in preserving this equilibrium.The preservation of th is equilibrium should be the guiding principle in deciding how the general policy of normalization should be imple­mented in concrete matters, such as the amending or terminatin g of additional treaties and agreements.The Taiwan Relations Act established an arrangement whereby all prio r American relations with Taiwan continue as before, except that  the Mutual Defense Trea ty and some related military agreements were terminated  and replaced by new security assurances. Moreover, the AIT  and CCNAA were interposed between any government-to-gov- ernment dealings. In  this way, the United States achieved the laud­able policy objective of normaliz ing relations with China while p re­serving the security and economic well being of Taiwan.That Taiwan wants to preserve the present equilibrium goes with­out saying. Therefore, let me focus on the  position of the PRC.Despite some minor annoyances, I  firmly believe tha t China is very satisfied with the overall direction of normalization. The United States continues to be an effective counterweight agains t the Soviet Union and also is an active p artic ipan t in China’s modernization effort through  increased trade, investment, and technical and educational exchanges.Resolution of the Taiwan issue occupies a lower place in China’s agenda of priorities th an modernization and defense against the Soviet Union. Indeed, I  believe that China does not wish to distu rb the s tatus  quo on Taiwan for the  time being, and perhaps for quite a long time.This point needs to be stressed, since it  bears a critical relationship to the question of how the United States should concretely imple­ment the policy of normalization.China is vitally  interested in establishing the princip le of one China. Anothe r major step was taken in tha t direction by the joint communique of December 15, 1978. At the same time, China realizes that, if pushed too hard,  Taiwan could take  some drastic step which would disturb the status quo, and that in  turn  may upset United States- China relations.

Let me develop this idea further, admitting  at  the outset that  I  am par tly speculating. My intention  is to provoke thought rath er than predict the future.
As is well known, although the  na tive Taiwanese comprise 80 to 85 percent of the population, most of the important government and party positions are held by mainlanders. For example, over 90 percent of  the National Legisla ture members were elected to office from the mainland in 1947, 32 years ago.
In  recent years, native Taiwanese, often supported by younger main­landers, have been pressing for major political reform on tha t island. It  is difficult to characterize these diverse persons by a single descrip­tion. In  general, they desire more control over thei r own destiny. Some may even favor  an independent state of Taiwan. But they are sophisticated politicians who know tha t independence is opposed both
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by the Nationalist Par ty, in pa rt because its own legitimacy would be 
undercut, and by China, because such an action would viola te the one- 
China principle.

One prominent suggestion being made is th at Taiwan should cease 
asserting tha t it is the government of all of China and instead claim 
authority  only over Taiwan and the  neighboring is lands. This adju st­
ment would bring Taiwan’s rhetor ical position into closer accord with 
reality. In addition, Taiwan can st rengthen its international position 
since other countries would be more willing to deal with Taiwan on this 
basis.

The suggestion has been resisted by the conservative elements within 
the Nationalist Par ty. While such an adjustment may help Taiwan 
international ly, it also will attack  the basis of  legitimacy of the cen­
tral  government which justifies limit ing participa tion by native 
Taiwanese on the ground tha t the central government must represent 
many other provinces as well.

I am not arguing tha t some major political  re form of the  kind de­
scribed above will in fact take place. There are other possible scenarios.

But, suppose the above did occur? I f China felt tha t such an action 
by Taiwan constituted a move away from one-China principle or was 
a step toward  independence, then I thin k it is highly possible tha t 
China would take some substantial action agains t Taiwan, possibly 
including the use of force.

Such a step may well bring China into conflict with the United 
States, a result desired by neither China no r the United States.

Consequently, I think China prefers leaving the status  quo on 
Taiwan  undisturbed for the time being rath er than  r isk some largely 
unknown and uncontrollable politica l shi ft in Taiwan. There is evi­
dence to support this proposition. China is tak ing a high ly conciliatory 
stance toward Taiwan, saying tha t if Taiwan  accepts the  pr inciple  of  
reunification, it can retain its own economic and political system, as 
well as armed forces.

China is willing to accept some autonomous participation by Tai ­
wan in the Olympics, so long as Taiwan does n ot claim to represent 
China. Chinese appeals to Taiwan are directed  very much at  the main- 
landers, ra the r than a t the local Taiwanese population.

I think  China finds it easier to deal in the  long run with the KMT 
[Nat ional ist Party ] leaders who also espouse the one-China prin­
ciple, than  with native Taiwanese politicians who do not feel st rong 
personal  bonds with China.

Normalization has increased the pressures for majo r change in 
Taiwan. The KMT itself is making  some proposals along the lines 
discussed above. In addition, there is an active, but delicate, pol itical 
process developing whereby an important segment of Taiwanese op­
position politicians seems to be joining forces with some members of 
the moderate wing of the KMT to form a broad-based political coali­
tion to deal with the future of  Taiwan.

I do not know where all this political activity is heading in Taiwan. 
In parti cular, I cannot say with assurance how efforts to change 
United States-Taiwan rela tions will affect Taiwan’s in terna l pol itical 
dynamic. Will fur the r downgrading of relations, such as by te r­
minating additional treaties and agreements, jeopardize the political  
and economic confidence of the people on Taiwan?
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W ill  gr ea te r nerv ousness imp el Ta iw an  towa rd  con cil iat ion  wi th  
Ch ina  in an effo rt to reduce  the pre ssu re?  Or will it  impel Ta iw an  
towa rd  independence in a doub le-or- nothing  at tempt  to bu ild  a solid  
new in tern at iona l base?

These are  some of the  key q ues tion s as  we tr y  to  decide wha t fu rthe r 
step s to tak e in imple me nti ng  the  norm ali za tio n of  re lat ions  wi th 
Chi na.

I  respec tfu lly  sub mit th at  the U.S. Gover nment  does no t know the  
answer s to these questions either. Go ing  fu rthe r,  I suspec t it  may not 
even believe th at thes e are  im po rta nt  ques tions . The Un ited St at es  
seems concern ed only wi th  how  a pa rt ic ul ar  pol icy  or  act ion  wou ld 
im pact di rectl y on China . Th is at tit ud e is a ho ldo ver  fro m ea rl ie r 
times, whe n Ta iw an  w as a pass ive par ty  in Uni ted Sta tes -Chin a re la ­
tio ns  who d id  essent iall y w ha t we w anted  it  to do.

But  the sit ua tio n is ra pi dl y changin g. Ta iw an ’s in ter na l politi ca l 
dynamic is tu rn in g it into an ind ependent pa rty who can in iti ate ac­
tion. Some of  the  actions  it  m ight  in iti ate, such  as a move towa rd  in­
dependence , can  lead to un ha pp y consequences  fo r Un ite d State s- 
Ch ina  r ela tions.

Le t me sum marize  my basic pre mi se:  the  Un ite d State s has no in ­
tere st in  di stur bing  t he sta tus quo on Taiwan.  For  Ch ina , preservin g 
the sta tus quo, at  least fo r the  tim e bein g, is prefe rab le to ha vin g to 
dea l wi th un ce rta in  and possibly undesirable change , pa rt icul ar ly  on 
an issue of less t ha n high es t p rio rit y.  A nd  in Ta iwan it sel f, t he var iou s 
po lit ica l forces  are  tryin g to work out a modus vivend i fo r deali ng  
wi th  th ei r di fferences and the ir  common problems.

Consequen tly.  I  th in k the  Un ite d State s sho uld  tr y  to change  the  
pre sen t equ ilib rium as lit tle  as poss ible unless some major  dev elop­
me nts  a lte r Un ite d St ate s-C hin a rel ati on s or  th e sit ua tio n on Ta iwan. 
In  opera tio na l terms  fo r the ha nd lin g of  ex ist ing  t reat ies and agree ­
men ts, we should  have a presum pti on  in fav or  of ma kin g no changes 
unless a str on g case can be mad e demo ns tra tin g the de sir ab ili ty  of  a 
new arr angeme nt.

I t  wou ld no t be  sufficient to arg ue  th at  some coro lla ry  of the  t he or y 
of  no rm ali zatio n compels an addit ion al step  to be tak en  to ca rry  out 
“th e pr inciple of no rm ali za tio n.” Th e reasons are  two -fo ld.  F ir st , a t 
the  tim e of no rm alization bo th sides said th at  cu ltu ral  and  com mer­
cial dealings wi th Ta iw an  can continue as befo re, and th at  onlv the ’ 
Mu tua l Defense Tre aty mus t be ter mi na ted . There  is  no ab str ac t pri n­
cip le of  norm ali za tio n th at  requir es the  Un ite d State s to go beyond 
the above arr angeme nt.  Second,  I  have tri ed  to show th a t di stur bi ng  
the  presen t equil ibr ium  is in no one ’s intere st. Our  rel ati on s wi th 
Ch ina may be dam age d ra th er  th an  enhanced by ou r con tinual  ch ip­
pi ng  away at  Ta iw an  in the name  of  im ple me nting  norm ali za tio n.

An exa mple of wh at  might  be a sufficient argu men t in favo r of 
cha nge  is th at  the  Un ite d State s is un de rta king  a general  effort to 
fund am en ta lly  revis e all agreem ent s of a pa rt ic ula r c ate gory and the 
pro posed  a lte ra tio ns  a re so su bst antia ] th at  m erely am endin g ex ist ing  
agree ments  is ina dequate , then  wholly new agreem ent s migh t be 
sign ed.

Fr om  Se cretary Ch ristop he r’s tes tim ony, the new ai r tran sp or t 
agree me nt being discussed wi th  T aiw an  does seem to  fit  th is  exception ,, 
altho ug h 1 am no expert in av iat ion  law.
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I think the problem with the handl ing of the air transport agree­
ment lies elsewhere. Fir st, there was a lack of consultation with Con­
gress; second, there was some suggestion tha t the change is being 
made because of another rationale—that is, the 1946 air transpor t 
agreement was politically  displeasing to China, it referred to routes 
between the China mainland and the United States, and such a refe r­
ence directly contradic ts U.S. recognition of the PRC  as the sole, 
legitimate Government of China.

In  pursuing this second rationale,  we have to proceed carefully. To 
begin with, would China be satisfied if the original agreement were 
amended to eliminate reference to the  mainland  routes on the ground 
tha t the Taiwan authorities have no jurisdiction  over the mainland, 
rather than merely “suspending'’ these routes as was done through an 
exchange of notes in 1950 ?

In addition, we should note tha t the Trea ty of Friendship , Com­
merce, and Navigation  signed in 1946 poses a similar problem of con­
trad icting U.S. recognition of the PRC.  Is termination  of the air 
tran sport agreement one step toward termination of the Trea ty of 
Friendship , Commerce, and Navigation  ? If  not, some explicit assur­
ance on this treaty  should be given.

Where some change is necessary, it should be carried  out in the 
least disruptive way. For treaties and agreements, the best approach is 
amending the original agreement through an exchange of letters  be­
tween AI T and CCNAA, as was done recently for textiles and tariffs.

Fina lly, let me make a comment on style.
At the time of the passage of the Taiwan Relations Act, I was 

concerned that  the United States as a nation, for be tter or worse, lacks 
the subtlety—or, if you will, is too stra ight forw ard—to handle the 
vagaries of the “Japanese formula .” This formula  frequently requires 
that form prevai l over substance and tha t some obvious contradictions 
should not be publicly pointed out.

For example, in the 1960’s, China laid down the principle  tha t 
Japanese corporations  dealing with Taiwan  could not trade with 
China. Subsequently, these corporations formed “dummy companies” 
to deal with one side while the pa rent  deal t with  the other. This p rac­
tice was known to a ll concerned, but did not prevent China and Japan  
from developing a flourishing trade.

I  wonder if the United  States could have carried out this kind of 
notorious dummy trade. Some public figure or member of the media 
surely would have pointed out the extreme anomalies of the practice, 
thus embarrassing the PRC into denouncing it.

Perhaps the problems caused by differences in cultura l style are in­
soluble. The United  States is an open, legalistic, somewhat argumenta­
tive society, unwilling and unable to do things quietly. Our consti tu­
tional system also requires tha t the th ree branches of government act 
within  a system of checks and balances. But we should note th at the 
Japanese formula does require quietude and subtlety. In many in­
stances, once an issue is raised in public, such as the continued legiti ­
macy of  certain treaties and agreements, China would feel some com­
pulsion to insist tha t the agreements be termina ted in accordance 
with  “the principles  of normalizat ion” even where it might have pre ­
ferre d tha t the entire issue never had been raised.

In  conclusion, we should look beyond the political rhetoric to satisfy 
the underly ing, real interests of all concerned. I  th ink we need a care-
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ful reexamination of what  these real interests are, especially the ques­
tions of what is China’s att itude toward preserving or changing the 
status quo on Taiwan, what political developments are taking place 
in Taiwan, and what ought to be the American response i f various 
changes occur on Taiwan.

Thank you very much.
[Dr. Li ’s prepared statement follows:]

P repared Sta teme nt  of P rofessor  Victor H. L i

Normaliza tion of Sino-U.S. re lations , reinforced by the Taiwan  Relations Act, established a stable  equil ibrium among the  United  State s, China, and  Taiwan. All three parties  have  a strong int ere st in preserving this equi librium . This  ob­jective should  be the  guiding principle  in deciding how the general policy of norm aliza tion should be implemented in concre te mat ters .
UN ITE D STATES PERSPECTIVE

Norm aliza tion and the Taiwan  Relations Act estab lished an arrang ement  whereby the  United States tre at s T aiwan as a “country ” for  purposes o f domestic American law.1 In this way, all laws  and programs  formerly  applicable  to the Republic of China may now be applied to Taiw an. In addi tion,  the  U nited States can have  a full  rang e of intern ational dealings with Taiwan, including tre aty  relat ionships . For  policy reasons, however, the  United Sta tes chose to conduct its rela tion s with  Taiw an through  “unofficial” channels, the  American Insti tu te  in Taiw an (AIT) and the  Coordinat ing Council for  North American Affair s (CCNAA)—th at  is, to follow th e “Japan ese  formula.”
The Taiw an Rela tions Act was designed to deal only with  domes tic American law, and  does not purpor t to define the sta tus of Taiw an und er intern ational law.2 The withdraw al of recognition by the United States affects U.S.-Taiwan relat ions , but  does not necessari ly change Taiwa n’s int ern ational sta tus .The end res ult  is th at  all pri or Amer ican rela tions with Taiwan contin ue as  before, except th at  the Mutual Defense  T rea ty (and by implica tion some rela ted  mil itar y agreements) was terminated and  replaced by new secu rity  assu rances and  th at  AIT and CCNAA were interposed between any government-to-govern- ment  dealings. In this way, the  United Sta tes achieved the laudab le policy ob­jective of normalizin g relatio ns with China, while prese rving the  secu rity  and economic well-being of Taiwan.

TA IW AN  PERSPECTIVE

Taiw an undoub tedly pre fer red  to ret ain  official government-to-government rela tion s with the United  Sta tes af te r normaliza tion,  perh aps at  less tha n am­bassadoria l level. But  it  has  been quite apparen t th at  Taiw an is fully able to live with  the new a rrangem ents . American tra de  with and investme nts in T aiwa n have  increase d since normaliza tion.  Indeed , in a Pickwickian manner, some people in Taiw an have pointed to t he  “Am erican  form ula”—th at  is, the  Ja pan ese  form ula plus maintenance  of p reex isting tre ati es  an d agreements—as  a new hope for Taiwan’s futu re. Through this method, Taiw an could rees tabl ish solid rela­tions with coun tries  th at  ea rlie r had withdrawn  recognition.
PEOPLE’S REPU BLIC OF CHIN A PERSPECTIVE

Despite some minor  annoyances,  I firmly believe that  China is very satisfied with  the overall direc tion of normal ization. The United States continues  to be an effective coun terweigh t again st the Soviet Union, and also is an activ e pa r­tic ipant in Chin a’s moderniza tion effort throu gh increased trad e, inves tment, and technica l a nd educatio nal exchanges .
Resolution of the  Taiw an issue  occupies a lower place on China’s agend a 

of  priori ties than modernizat ion and defense again st the  Soviet Union. Indeed,  I believe th at  China does not wish to dis turb the  sta tus  quo on Taiw an for the time being, and p erhaps  for  qui te a long time.
This  poin t needs to be stres sed,  since it bears a crit ica l relatio nsh ip to the question of how the  United Sta tes  should concre tely implement the  policy of
1 Taiwan Rela tions Act 5 4( b) (1 ),  22 U.S.C. $ 3303 (1979).2 S. Rept. No. 7, 96th Cong. 1st Sess., a t 17.
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normalization. China is vitally interested in establishing the principle of one- 
Ch ina ; anothe r major step in t hat direction was taken by the  Joint  Communique 
of December 15, 1978. At the same time, China realizes tha t if pushed too hard, 
Taiwan could take some drastic step which would disturb the stat us quo, and 
tha t in turn  may upset U.S.-China relations.

Let me develop this idea furthe r, admitting at  the outset tha t I am part ly 
speculating. My intention is to provoke thought  rath er than predict the future .

As is well known, although the native Taiwanese comprise 80-85 percent of 
the population, most of the important government and party positions are held 
by Mainlanders. For example, over 90 percent of the National Legislature mem­
bers were elected to office from the Mainland in 1947; of course, they have not 
stood for reelection in the las t 32 years since they could not very well return to 
thei r constituencies on the Mainland.

In recent years, native Taiwanese, often supported by younger Mainlanders, 
have been pressing for major political reform on tha t island.* * 3 It  is difficult to 
characterize these diverse persons by a single description. In general, they desire 
more control over their  own des tiny ; some may even favor an independent state  
of Taiwan. But they are  sophisticated politicians wrho know tha t independence 
is opposed both by the National ist Par ty (KM T), in par t because its  own legiti­
macy would be undercut, and by China, because such an action would violate 
the one-China principle. With the exception of the Taiwan Independence Move­
ment, Taiwanese politicians have generally avoided the term independence, 
preferr ing tha t Taiwan merely be able to  act in an independent manner without 
having to make any change in the juridic al s tatu s of the island.

One prominent suggestion being made is tha t Taiwan should cease asserting 
tha t it is the government of all China, and instead claim auth ority  only over 
Taiwan and the neighboring islands. This adjustment would bring Taiwan ’s 
rhetorical position into closer accord with reality . In addition, Taiwan can 
strengthen its international position since o ther countres would be more willing 
to deal with Taiwan on this basis.

The suggestion has been resisted by the conservative elements within the 
KMT. While such an adjustm ent may help Taiwan internationally , it  also will 
attack the basis of legitimacy of the central government which justifies limit­
ing particip ation by native Taiwanese on the ground tha t the centr al govern­
ment must represent  many other provinces as well.

I am not arguing tha t some major political reform of the kind described 
above will in fact take place. There are other possible scenarios. But suppose 
the above did occur. If China felt tha t such an action by Taiwan constitu ted a 
move away from the one-China principle or was a step toward independence, 
then I think it is highly possible tha t China will take some substantia l action 
against Taiwan, possibly including the use of force.4 Such a step may well bring 
China into conflict with the United States, a resu lt desired by neith er China 
nor the United States.

Consequently, I think China prefers  leaving the status quo on Taiwan un­
disturbed for the time being, rath er than  risk some largely unknown and un­
controllable political shif t in Taiwan. There is evidence to support this proposi­
tion. China is taking a highly conciliatory stance toward Taiwan, saying tha t if 
Taiwan accepts the principle of reunification, it can retain its own economic 
and political system, as well as armed forces.5 Chinese appeals to Taiwan are 
directed very much at the Mainlanders rather  than at the local Taiwanese 
population.6 I think  China finds it easier to deal in the long run with the KMT 
leaders, who also espouse the one-China principle, than with native Taiwanese 
politicians who do not feel s trong personal bonds with China.

Normalization has increased the pressures  for major change in Taiwan. The 
KMT itself is making some proposals. In addition, there  is an active but delicate 
political process developing whereby an impo rtant segment of Taiwanese op­
position politicians seems to be joining forces with some members of the moder­
ate wing of the KMT to form a broad-based political coalition to deal with the 
fut ure  of Taiwan.

s See Victor H. Li, ed., The Future  of Taiwan: A Difference of Opinion (White Pl ain s,N .y .: M. E. Sharpe, Inc., forth coming) , chaps. I ll , V.
* Vice-Premier Deng Xiaoping told a Senate  delegation th at  force might be used if Tai­wan trie d to decla re independence. “Peking Says Taiwan Can Keep Autonomy Under Uni­fication,” New York  Times, Janua ry  10. 1979.
6 Senate Committee on Foreign Relat ions, 96th Cong., 1st Sess., Sino-American Relations:  A New Turn  (Comm. P rint  1979).
«E.g., “Message to Compatriots  in Taiwan,”  Beijing  Review. No. 1 (January 5, 1979), 16-17.
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I do not  know where all  this polit ical act ivi ty is head ing in Taiwan. In pa r­ticu lar, I cannot say with  assurance  how effor ts to change U.S.-Taiwan rel a­tions will affect Taiwan’s inte rnal pol itica l dynamic. Will fu rthe r downgrading of rela tions, such as by term ina ting add itional  tre ati es  and agreements , j eop ard ­ize the  poli tica l and  economic confidence o f the people on Taiwan? Will gre ate r nervousness impel Taiw an tow ard  conc iliation with China  in an effort  to reduce the pressure?  Or will it impel Taiw an tow ard  independence in a double-or- noth ing attem pt to build a solid new intern ational base?These are some of the key ques tions  as we try  to decide wh at fu rth er  steps  to tak e in implementing the normal izat ion of rela tion s with  China. I respectful ly submit th at  the  United Sta tes government does not know the  answers to these  quest ions eith er. Going furth er,  I suspect it  does not  even believe th at  these are important questions. The United Sta tes seems concerned only with how a pa rti cu lar  policy or action  would impact dire ctly  on China. This  att itu de  is a holdover  from ear lie r times  when Taiwan  was  a passive party  in U.S.-China re­lations  who essentially  did what we wanted it  to do. But this  s ituation is r apidly  changing. Ta iwan’s int ern al pol itica l dynamic is turnin g it  into an independent party  who can ini tia te action.  And some of the  actions it  might ini tia te,  such as a  move toward  independence, c an lead  to unhappy consequences for  U.S.-China relat ions .
T H E  H AN D LIN G  OF E X IS TIN G  TREATIE S AN D AGRE EM EN TS

Let me summ arize  my basic prem ise : The United States has  no int ere st in disturb ing  the  sta tus  quo on Taiw an. For  China, preserving the  sta tus quo, at  lea st for the  time being, is pre fera ble  to having a deal with  unc ertain  and  pos­sibly undesira ble change, particu lar ly on an issue of less tha n highes t prio rity . And in Taiwan itsel f, the various  politi cal forces are  t rying to work out  a modus vivendi for  deal ing with  their  differences and  the ir common problems.Consequently, I think the  United Sta tes  should try  to chang e the  present equilibrium  as lit tle  as possible, unless some major developments al te r U.S.- China relatio ns or the  si tua tion on Taiwan. In  opera tional term s for the  han dling of exist ing tre at ies and agreements, we should  have a presumption in fav or of making no changes unless  a strong case can be made demonstrat ing the desira­bili ty of a  new arrangemen t. It  would not  be sufficient to argue that  some corol­lary of the  theory of norm alization compels an add itional step  to be taken to c arr y out “the princ iple of norm aliz atio n.” Fi rst , a t the  time of  normalization, both sides said  th at  cu ltu ral  and  commercial dealings with Taiwan  can con­tinu e as before, and  that  only the  Mutual Defense Tre aty  must be term inated. There is no abstr ac t princ iple of normal izat ion th at  requ ires  the  United States to go beyond the  above arrangemen t. Second, I have tried  to show th at  dis tur b­ing the  p rese nt equi librium is in no one’s int erest. Our rela tions with China  may be damaged ra ther  tha n enhanced by our con tinual chipping away at Taiwan in the  name of implementing  normal ization.An example of what might be a  sufficient argument in favor of change—using the  ai r tra nspo rt agreemen t as an example—is th at  the United  Sta tes is und er­tak ing  a general effort to revise al l its  ai r tra nspo rt agreements , and  the  pro­posed alt era tio ns  are so substantial th at  amending exis ting agreements is inade­qu ate ; consequently,  wholly new agre eme nts mus t be signed.A second possible rationa le for a change  is th at  some p rior arra nge ments  are  highly displeasing to China ; for  example , reference in the 1946 civil aviation agreement to routes between the China mainlan d and the  United Sta te s7 di ­rectly  con trad icts  U.S. recognition of the  PRC as the sole le gitimate government of China. But  here  we mus t proceed care fully. First , would China be satisfied  if the  orig inal  agreeme nt were amended to elim inate reference to mainland routes on the ground th at  the  Taiw an autho rit ies  have no juri sdictio n over the main­land, ra th er  tha n merely “suspending” these routes as was done through  an exchange of notes in 1950? 8 Second, we should  note th at  the  trea ty  o f friendship,  commerce, and  navigat ion (FCN) signed  in 1946 poses a sim ilar  problem of con­tradic ting U.S. recognition of the  PRC. Is termin atio n of the  civil aviation agre ement one step toward termin atio n of the  FCN tre aty?  If  not, some a ssu r­ance on the  FCN t reaty should be given.
Where some change is necessary, it  should  be car ried out  in the  lea st dis­rup tive way. For tre ati es  and agreements, the best  approach  is amending the orig ina l agreement through an exchange of let ter s between AIT and  CCNAA, as was done re cently for  tex tile s and tari ffs.

7 T IA S 1609.
8 T IA S 218 4.



THE AMERICAN STYLE

At the time of the passage of the  Taiwan Relations Act, I  was concerned th at  
"the United  States as a nation, for  b ett er or worse, lacks the  subt lety—or. if you 
•will, is too str aig htf orw ard —to handle the vagarie s of the  “Jap ane se formula.” 
This  approach  freq uen tly require s th at  form prevail  over subs tance and  th at  
some obvious contrad ictions  should not  be publicly raised. Fo r example , in the  
1960s China laid down the  principle th at  Jap ane se corporat ions  deal ing with 
Taiw an could not tra de  with China.  Subsequently , these  corporat ions formed 
“dummy companies” to deal with  one side while the paren t dea lt ■with the  o ther. 
This prac tice was known to all concerned,  but  did not  p revent China  and Japan 
from developing a flour ishing trade.  I wonder if the  United Sta tes could have 
car ried out this kind of notorious dummy trade.  Some public figure or member 
of the media  would have pointed out  the extreme anomalies  of the prac tice,  t hus 
embaras sing  the  PRC into denouncing it.

The United Sta tes  is an open, legalistic,  and somew hat argumentativ e society, 
unwilling and  unable  to do things quietly . Our con stitutiona l system also requires  
th at  the  thr ee  branches of government act  within  a system of checks and 
balances. Perha ps in Japa n a court  would dismiss the  Goldwate r vs. Ca rte r case 
on the  ground th at  it  is a pol itica l que stio n; the  Die t would not  hold open hear­
ings on re lati ons  w ith Taiwan  : an d the Japane se adm inistration would cooperate 
closely with  the  Diet in formulating Taiwan  policy. At the  same time, the  media 
and the  public might not  be both ered  t hat  such dealings are  ha ndled quietly, nor 
feel constra ined  to point out some obvious contradictions.

Pe rha ps thi s problem of differences in cu ltu ral style is insoluble.  Bu t we 
should note th at  the  Jap ane se form ula does req uire quie tude  and  subtlety. In 
many instances, once an issue  is raised  in public, such as the  continued leg iti­
macy of cer tain tre ati es  and agreements, China would feel some compulsion to 
ins ist th at  the  agre eme nts be terminat ed in accordance with “the principles of 
normal izat ion” even whe re it  migh t have pre fer red  th at  the  en tire issue  had  
never a risen .

In conclusion, norm alization was  achieved in pa rt  because the  United Sta tes  
discerned th at  behind  China’s sta tem ents about the  princ iple of one-China was  
a willingness  to norm alize  wliije sti ll allowing Taiwan to hav e a sep ara te exist­
ence, at  least ad inte rim. We ought to follow the same approach in implementing 
norm aliza tion. We should  look past the  polit ical rhe tor ic to sat isfy the  under­
lying rea l int ere sts  of all  concerned. I think  we need a careful reexam inat ion 
of  wh at these rea l int ere sts  are,  espec ially the ques tions  of what is Chin a’s 
att itu de  tow ard  preserving or changing the  sta tus  quo on Taiwan? What pol it­
ical developments are  tak ing  place in Taiwan ? And wh at ought to be the Ameri­
can response if various  major changes occur in Taiwan ?

The Chairm an . T ha nk  you very much. Dr. Li.
T read  yo ur  sta tem en t an d mu st say  th at I  th in k it  is an excelle nt 

rund ow n of  the  sit ua tio n in which  we find ourse lves.
You  look  a lit tle dee per  int o the m at te r of  fo rm  versu s substan ce 

th an  we have looked so f ar  tod ay.

NORMALIZATION INCREASED PRESSURES FOR MAJOR CHANGE

You say  in  yo ur  sta tem ent t hat  no rm ali za tio n h as  increa sed  the  pres­
sure s fo r maior  ch ang e in Ta iw an  and the  K M T its el f is m ak ing some 
pro posal s. W ou ld you  flesh th a t ou t a li tt le  bi t?  W ou ld  you  indic ate  
some of  th e pro posal s th at  are  bein g m ade?

Dr . Li. Th ere  is a whole ran ge  of  pro posal s, some of  which  come 
fro m the KA IT  an d some from oth ers . One p romi nent  one, fo r ex ample , 
is th at  there should be a reelect ion of  the  N ati onal Le gi sla tu re  w her e 
the  perce nta ge of  leg isl ature mem bers  to  be elected wou ld increase 
from the prese nt figure  of  less th an  10 pe rce nt to,  say , 25, 50, or  75 
percen t. Th is would  accomplis h the dua l purpo ses  of  inc rea sin g the 
rep res en tat ive  vo tin g pow er of  the  po pu lat ion on Ta iw an , while no t

8 Victor  H. Li. ed.. Law and Politics in China’s Foreign Trade (Sea ttl e:  Univers ity of 
Washington Press, 1977) , pp. 28-69 .
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completely wiping out KMT control in the process, since a number o f 
the seats would not be up for election.

The Chairman. Do you see them eventually giving up thei r long- 
held claim to sovereignty over the mainland if this change in the make­
up of the legisla ture occurs ?

Dr. Li.  I  think that  is exactly what is being argued about ri ght now. 
The people urging  substantial change in the legislature, part icula rly 
an election of more than  50 percent of the seats, are saying tha t if 
Taiwan  is going to survive, it  had  bette r establish a new interna tional  
basis fo r itself. Many of the people resisting change are in the central 
government who, if the central government no longer represents all of 
China, would lose their basis of legitimacy.

I do not th ink the various  groups  have yet worked out any common 
understandings. I t is very hard to  see what the ultimate conclusion will 
be. I think all one can say is there is an enormous amount of activity  
going on.

‘‘INDEPENDENT TAIW AN MOVEMENT”

The Chairman. There was an “Independent Taiwan Movement” 
going on for a while. Is  th at active at  the present time ?

Dr. Li. I think  it has been much less active since the late 1960’s. The 
gradual normalization of United States-China relations, going back  
to President Nixon’s first visit to China, pu t a considerable damper on 
that movement. I t is still around, but is not as prominent as before.

The Chairman. In your sta tement you mentioned the possibility of  
conciliation with the mainland. Do you see any movement in tha t 
direction  ?

Dr. Li. The mainland has made a number of offers concerning trade, 
travel, exchange of mail and visits. The official Taiwan governmental 
position is th at there will be no contacts of any k ind whatsoever. On 
the other  hand, there are  a number of people in Taiwan saying why not 
have trade and travel. I t will enable separated  family members to 
see each other. In addition,  mainland journa lists going to Taiwan 
would have a chance to see how good a job Taiwan has done and could 
bring  tha t message back to the mainland.

Some people are arguing tha t since the formal, rhetorica l position 
of the Taiwan Government is tha t it wants to  engage in competition 
with the PRC  to show who has a better system, Ta iwan should go 
ahead and compete through trade and travel. Let people visit eacli 
other and make some judgment, rath er than  keeping a barrie r. 

CONSEQUENCES OF INDEPENDENCE MOVEMENT ON UNITED STATES

The Chairman. If,  as you also state, there may be a move toward 
independence and this leads to unhappy consequences for United 
States-Chinese relations, how would you see th at occurring?

Dr. Li.  Vice Premier Deng has said that there would be two circum­
stances under which force could be used in settling the Taiwan prob­
lem. One of them is Taiwan becoming independent. I  think if Taiwan 
moves toward independence, the United States will be faced with an 
enormously difficult moral and pol itical position on whether we would 
support an exercise of self-determination leading to independence. If  
we do decide to suppo rt independence and the PRC carries out some 
retal iatory actions, we then will be brought into confrontation with 
the PRC.



57

The Chairman. You might be right.  I  think the likelihood of there 
being sufficient force in place for quite a number of years for  the main­
land to take adequate m ilitary action against Taiwan is very remote.

Dr. Li . I  agree completely with th at, Senator.
The Chairman. They do not now have the military force to do that . 

They have a large ground army, but  so fa r as transportation, ships, 
airplanes,  and equipment to take Taiwan  is concerned, it jus t is not 
there.

Dr. Li. That is absolutely true, Senator. But  you can come a t this 
from a different angle. The PRC  cannot milit arily  conquer Taiwan, 
but it can do many things to  harass Taiwan tha t would g reatly shake 
the kind of confidence both of the people in Taiwan and of foreign 
traders and investors tha t people have talked  about today as being 
very impor tant. Tha t is, a blockade, a buzzing of the airport, or any 
number of other things could make investors feel th at Taiwan  is not 
where you put your money.

The Chairman. I f this independence movement really got moving, 
it always has been difficult fo r me to see how we could be blamed for 
whatever happened there. We would not be in a position of instigating 
this and fur ther ing th at objective. But if it occurred, I  don’t see how 
we could prevent it.

Dr. Li. I don’t think we would be blamed.
The Chairman. I  don’t see how we could be blamed by the PRC  i f 

there were a declaration of independence which we litera lly had 
nothing to do with. It  just  may be the situat ion tha t the Taiwanese 
decide that is the way they want to go.

Dr. Li. My guess is if we were not blamed for Taiwan going inde­
pendent, bu t we recognize and support  the new Taiwan, we still  would 
be brought into a clash with the PRC.

The Chairman. Yes; i t would. I t would be a very difficult situation.
Dr. Li. One wonders what would happen in terms of American po lit­

ical reaction if some of these developments occurred du ring our P resi­
dential season.

The Chairman. You also state that we should have a presumption 
in favor of making  no change unless a strong case can be made demon­
stra ting  the desirab ility of a new arrangement .

Do you thin k tha t th is a ir agreement we have had and the cancella­
tion we are going throu gh now constitute a change tha t needed to be 
made ?

Dr. Li. Let me first qualify myself by saying tha t I  don’t know very 
much about aviation law. But, from the description of Secretary 
Christopher, I think it does fall into the category where a complete 
change should be made. I think the way the State Departmen t should 
have gone about changing the agreement was to use the rationale that  
we are under taking  an overall change in all our aviation  agreements 
in which we are treatin g Taiwan jus t like we are trea ting  T hailand, 
rath er than  to suggest tha t changes were necessary because of the 
mention of mainland  routes in the 1946 trea ty.

The Chairman. You s tate the mat ter of form prevai ling over sub­
stance in the East.  Th is is very interest ing and I  th ink it is extremely 
important in the  Fa r East. Too often we in the West do not appreciate 
the importance of  that in our dealings with Eas t Asian nations.

Dr. Li. I just do not know what we can do about that , Mr. Chairman.
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The Chairman. Well, you give a good example of how Japa n solved 
the problem somewhat.

In  your  conclusion, one of the things you stated was th at we should  
look pas t the political rhetoric to satisfy the underlying real interests 
of all concerned. Are  we doing tha t ?

Dr. Li. Tha t is a hard question to answer, Senator. I  don't th ink we 
are doing enough of that. For example, I do not think we are giving 
consideration to how actions tha t we take may affect Taiwan, which 
then may disturb the status quo on Taiwan, which then will put  the 
PRC  into the unhappy position of having  to  deal with a new status quo.

Instead , I thin k we are using in a superficial way the PRC’s claim 
to be all of China, including Taiwan, as the operat ing principle  for 
implementing normalization.

Let me try to make myself more clear on that , Senator.
I think China’s real interest for the time being is to not disturb the 

status quo on Taiwan. Thus when we take  an action, we should see 
whether or not it will disturb the status quo on Taiwan in an unde­
sirable direction. If  i t does, then it also is against China’s interests.

The Chairman. I  think  i t has been rather  su rprising tha t we have 
had the new arrangement  for not quite a year now and perhaps this 
trea ty situation  is the first time we have had a major problem. Mean­
while, trade has expanded on Taiwan and everything has gone along 
pre tty well. While there was a ripple or two a t the time of normaliza­
tion. i t has  not really been th at much of a detriment to  the well-being- 
of the people on Taiwan, which is rather  su rprising to some.

When we talk about a need for careful reexamination, that,  in effect, 
is what we are doing with our hear ing here today. At this first ripple, 
the first sour note since normalization occurred, we are looking at the  
situation. As you very properly  point out, we need to continue to 
reexamine the situation.

I indicated today in my opening statement t ha t we plan to review 
the situation  with  a whole series of hearings on the economy, the mil i­
tary , and all other things with regard to Taiwan and how the whole 
relationship using the Ins titu te is working out. We plan to do tha t 
very late this year or early next year, perhaps  early in the spring,, 
whenever we can work it into the committee’s schedule.

CONTACT BETW EEN PEOPLE OF PRC AND  TA IW AN

How much contact is there, do you feel, between the people of the 
PRC and Taiwan directly, i f any, or via th ird  countries? W hat are the 
implications of th is? If  i t is an increasing contact, what implications do you see from it  ?

Dr. Li. I thin k in a relative sense contact is increasing, but  in an 
absolute sense it  does not come to very much.

The Chairman. I s there any direc t contact o r is it  all th rough  thi rd countries ?
Dr. Li. I n Taiwan, for example, one finds medicinal herbs tha t only 

can come from the PRC  which have been relabeled. This probably falls under the thir d country category.
The Chairman. I s it stra ight across the strait  o r via Hong Kong?
Dr. Li. Via Hong Kong.
In the PRC,  there was a television show about the city of Taipei, 

as I recall. That is a kind of direct contact. There are thir d country 
travelers,  such as Chinese Americans and other overseas Chinese, who
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go to both countries. They obviously would be telling each side what 
the other looks like, or what someone’s uncle is doing on the other side. 
I think there is a certain amount of exchange of mail, again, all in­
directly a t this point.

The Chairman. Is tha t also through thi rd countries?
Dr. Li. Yes; through third  countries.
I gather one accidental phone call got th rough  direct ly.
The Chairman. Really? From where to where?
Dr. Li. I think i t was from the  PRC to Taiwan.
The Chairman. Would moves toward a more democratic political 

system on Taiwan spur or inhib it Taiwanese flexibility in dealing with  
the PRC?

Dr. Li. I don’t know the answer to tha t, Senator, although I can 
make a fairly  good case each way. The po int is that  thi s is the kind of 
question we ought to examine because the  answer is critica lly impor­
tant . On one side of the argument , if more Taiwanese get into gov­
ernmental positions of authority, there  will be less feelings of ties to 
the mainland and, therefore, a less strong sense of a unified one-China. 
The opposite side of the coin is that the Nationalist Pa rty  leaders 
are just stuck on the rhetorical position and will not budge very far; 
consequently, a new group of people might come in with considerably 
more flexibility.

One simply does not know which way it will go. This goes back to 
my earlier point  th at we really have not paid  much attent ion to T ai­
wan over the years on these kinds  of political  issues. We have paid a 
grea t deal of attention to economic issues, which is r ight to do. But 
now Taiwan is taking a course of its own and  we ought to try  to figure 
out what th at course is.

DIF FERENC ES BETW EEN “ AG REEM ENT”  AND “ ARRA NG EM ENT”

The Chairman. You are an international legal scholar. W hat  d if­
ferences do you see between an “agreement” and an “arrangem ent?”

Dr. Li. Very little. I think  it probably would keep life simpler if 
we called all of these things “agreements.” I think the section of the 
Taiwan Relations Act tha t you read on oversight agreements or 
arrangements had as its intention  to make the more important con­
tracts between AIT and CCNAA to be treated the same way as execu­
tive agreements. As I  recall, the wording of th at section is taken from 
the Scott Act, which governs congressional oversight of executive 
agreements.

The Chairman. Dr. Li, thank you very much for your appearance 
here today. We appreciate  your excellent testimony.

I am sorry we were so bound up with votes on the floor this afte rnoon 
and this hearing had to go on for so long. I am sure th at is what  kept  
more members from attending this  afternoon. It  is difficult to hold 
timely hearings  when something comes up tha t is impo rtan t and we 
have to schedule an afternoon hearing for it because floor votes and 
other action are much heavier in the afternoon. It  makes continuity  
of a hearing difficult and also cuts down on the a ttendance.

So, we appreciate  your bearing w ith us this afternoon. Thank you 
very much.

This  hearing  is adjourned.
[Whereupon, at 4:48 p.m., the subcommittee ad journed, subject to 

call of the Chair.]
o
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