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OVERSIGHT OF THE TAIWAN RELATIONS ACT

WEDNESDAY, MAY 14, 1880

UNTTED STATES SENATE,
SuscomyrTTEE ON EasT Asian ANp Paciric AFrairs
or THE Comyirree oN ForeieN RELATIONS,
Washington, D.C.
The subcommittee met at 10 a.m., pursuant to notice, in room 4221,
Dirksen Senate Office Building, Hon. John Glenn (chairman of the
subcommittee) presiding.
Present : Senators Glenn, Tsongas, Javits, and Hayakawa.

The Caamsan. The hearing will be in order.
-
OPENING STATEMENT

This is one of a continuing series of hearings and investigations, both
public and by staff, on the relationship between the United States and
the People’s Republic of China [PRC] and the Republic of China
[ROC] on Taiwan.

We took some of these items up last November, when we considered
the treaties and agreements issue and we had another set of hearings
on arms sales in March. Committee staff visited Taiwan in April. To-
day’s and tomorrow’s hearing will examine specifically the implemen-
tation of the Taiwan Relations Act [TRA].

Late last fall we asked the General Accounting Office [GAO] todo a
study of how the whole act had worked. Mr. Fasick and Mr. Dean are
here today, Mr. Dean representing the American Institute in Taiwan
and Mr. Fasick representing GAO, to give their testimony. Their re-
port is classified secret. A fter their opening statements we will have to
close the hearing and ask all those not cleared to leave.

Mr. Fasick and Mr. Dean, on behalf of the Foreign Relations Com-
mittee I want to welcome you to our oversight hearing.

Mr. Fasick, we are glad to have you and your investigators this
morning, as our leadoff witnesses in this, the committee’s first general
oversight hearing on the Taiwan Relations Act. April 10 was the first
anniversary of the act and now is an appropriate time to look back and
see how our handiwork has fared.

Last November T asked GAO to undertake a study of the implemen-
tation of the TRA during its first year. I have read your study and be-
lieve you have done an outstanding job. Your report appears well re-
searched : it is balanced. T believe it is fair. There is also much new in-
formation for me to digest.

On first reading it seems to support my view that our new unofficial
relations with Talwan are on the right track. Although I support the
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President’s decision to recognize the PRC and change our relationship
with the ROC to an unofficial one, it was extremely important to me
and other members of the committee and the Senate that we be able
to maintain our close and friendly relationship with our allies of long
standing on Taiwan,

I must admit I had some doubts originally whether this would truly
prove to be possible. I was also unsatisfied with the draft legislation
that the administration presented to the Congress. I was particularly
concerned that this committee and our Subcommittee on East Asian
and Pacific Affairs, of which I am chairman, were not consulted and
there were no specific provisions for arms sales to Taiwan.

I also thought we needed to make more explicit assurances concern-
ing Taiwan’s security and that it was important that United States-
mezm economic and commercial ties be protected and encouraged.

I think that we are all somewhat relieved at the end of this first
year to find that the act that finally passed Congress and was signed
ln the President, has worked very well. I am confident that over
l]lo next year, now that many of the startup problems have been
ironed out, the relationship can be improved even more.

Your btlld}._ Mr. Fasick, notes a number of problems that remain,
and those are things that I want to get into tn(&a}'. I would note that
I still am not satisfied with the degree to which the administration
consults on a continuing basis with the Congress on implementation
of the TRA, arms sales, treaties, agreements, et cetera, and seems
sometimes to be influenced too much in its decisions by the PRC.

To me it is important because I believe that it is essential the United
States find an appropriate balance in our dealings with the PRC
and Taiwan. Thus far the administration has quite often appeared
to lean a little too much toward the PRC, which ageravates our
relations with Taiwan. T hope we can fine tune this balance so that
all concerned will be comfortable with it in the future.

This is important because it is clear to me that unless the Taiwan
part of the equation works—unless we can maintain the proper bal-
ance—IT1.8. policy toward the PRC has. over time, not much chance
of succeeding. Moreover, a stable and prosperous Taiwan is im-
portant to the stability of East Asia and to the national interest
of the United States,

The chairman of the full committee, Senator Church, has sent
word that he will be unable to attend the hearing this morning and
has requested that his statement be included in the record. Without
objection, we will include it at this point.

[Senator Church’s prepared statement follows:]

PREPARED STATEMENT oF HoN. FRANK CHURCH

April 10 was the first anniversary of the Taiwan Relations Aet. The hear-
ings being held this week by the Foreign Relations Committee are intended to
examine the implementation of the Act and what stens are necessary to ful-
fill the mandate of the Congress that the United States maintain “extensive.
close and friendly” relations with the people of Taiwan.

As T have stated on several occasions, T helieve the Taiwan Relations Aet
has Peen a remarkable sucecess. This has heen most evident in our economic
relations. Trade between the United States and Taiwan inereased by 23 per-
cent in 1979, Predictions are that trade will continue to increase by at least
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20 percent a year. U.8. investment in Taiwan increased by 15 percent in 1979.
I believe a recent New York Times article best summarized Taiwan's current
economic position: “Taiwan’s Prosperity Unmatched in Asia”. It is fair to
say that Taiwan's prosperity rebounds to the benefit of the United States.

Another success story of the Taiwan Relations Act has been the mechanism
established to coordinate our unofficial relations, That mechanism—the Ameri-
can Institute in Taiwan—has worked better than anyone expected. Together
with its counterpart—Taiwan’s CCNAA—AIT has effectively handled the entire
range of our relations with Taiwan.

Despite these successes, our relations have not been trouble-free, And, in this
regard, Congress—and the Foreign Relations Committee—continues to play a
key role in overseeing this relationship, as it did during the formulation of
the Taiwan implementing legislation over a year ago.

Of particular concern to Taiwan has been the sale of defensive arms by .the
United States, as called for in the Taiwan Relations Act. It is clear that Taiwan’s
stability—economie, political and social—depends to a large extent on its mili-
tary security. To deny Taiwan its legitimate defensive arms requests could well
lead to a erisis of confidence on the island that might undermine its economic
progress and its stated intention to proceed with political reform and elections
this year. For these reasons I recently joined with six other Members of the For-
eign Relations Committee in a letter to President OCarter requesting him to an-
thorize preliminary discussions between Taiwan and U.S. contractors interested
in developing the FX fighter, which is Taiwan's highest military requirement.

Other actions have been taken by the Foreign Relations Committee to ensure
continued “close and friendly” relations between the United States and Taiwan.
Yesterday the Committee restored cuts proposed by the Administration to AIT's
budget. Given the fact that our commereial and trade relations will continue to
inerease, it wonld be counterproductive to further reduce the size of our staff in
Taipei whose responsibility it is to eoordinate these relations. The Committee
has also placed the Administration on notice that, pursuant to the Taiwan Rela-
tions Aet, Taiwan should be allowed the same number of offices in the United
States that it had prior to the termination of formal relations.

As I mentioned at the beginning of my statement, T believe the Taiwan Rela-
tions Act has been a success. And, based on one year's experience, I believe that
U.S.-Taiwan relations will continue to grow and prosper in the years ahead.

The Caammax. Mr. Fasick, we welcome your testimony. I under-
stand that your testimony is unclassified in your opening statement. Is
that correct ?

Mr. Fasicg. Yes, sir.

The CrammaN. Fine. We will have your opening statement. After
that we will elose the hearing.

STATEMENT OF J. KENNETH FASICK, DIRECTOR, INTERNATIONAL
DIVISION, GENERAL ACCOUNTING OFFICE, ACCOMPANIED BY
MAURICE BLAIS, PROJECT TEAM LEADER, AND WALTER 8.
OCHINKO, PROJECT TEAM MEMBER

Mr. Fasick. Very well. T would like to introduce my two associates.
On my left is Maurice Blais, project team leader on this studv, Far
Eastern Office in Honolulu : and, on my right, Walter Ochinko, Wash-
ington member of the team.

We appreciate the opportunity to testify today on our review of
the implementation of the Taiwan Relations Aet which was under-
taken as yon noted earlier, Mr. Chairman. Although the act has been
in effect only about 1 year, enough experience has been gained for an
assessment of sucecesses and problems,

In our review. we looked at how the Taiwan Relations Act is being
implemented. We focused on the operations of the American Insti-
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tute in Taiwan [AIT]; the status of treaties and agreements; how
Taiwan’s military equipment needs will be determined; and how
foreign military w]vai FMS] to Taiwan are handled.

In summary, we found that the Taiwan Relations Act is working.
Although the form of U.S. relations with the people of Taiwan has
changed, the substance has remained basically the same. After an
uneasy start, including a brief interruption in some aspects of rela-
tions, the mechanism for unofficial contacts is functioning fairly
smoothly.

BACKGROUND ON THE TAIWAN RELATIONS ACT

After years of negotiations, the President announced on December
15, 1978, that the United States and the People’s Republic of China
[PRL] hllf-l agreed to establish full diplomatic relations. At the same
time the executive branch announced that the United States would
break diplomatic relations with Taiwan but would continue commer-
cial, cultural, and other relations through nongovernmental means.

To facilitate maintaining those relations with diplomatic repre-
sentation, the President issued a memorandum on December 30, 1978,
directing all U.S. Government departments and agencies to continue
to conduet programs, transactions, and other relations with Taiwan.

One month after derecognition, on January 26, 1979, the President
transmitted a draft bill to the Congress to provide a legal basis for
continuing relations. The Congress believed that the bill did not
clearly spell out the way in which Taiwan relations should be main-
tained. After significant revision by the C ()Ilf_’l ess, the President
signed the Taiwan Relations Act, Public Law 96-8, on April 10, 1979
About 2 months later the President issued Executive Order No. 12143,

Since passage of the act, there have been many positive signs: Trade
and investment are up; the United St ates wt'ontl\ announced a $280
million arms sale after a 1-year moratorium: AIT has negotiated a
number of agreements important to maintaining and expanding rela-
tions: and U.S. relations with the PRC are improving. The dire
predictions of U.S. abandonment of Taiwan and economic disaster
have not materialized.

Despite these positive signs, two congressional concerns expressed
during consideration of the Taiwan Relations Act remain valid: the
dt'gt'vr- to which PRC reaction influences U7.S. decisions and the degree
of executive branch consultation with appropriate Members of
Congress.

PRC INFLUENCE ON TAIWAN POLICY

Although the PRC has repeatedly asked that the U.S. Government
keep its relatiors with Taiwan on a strictly unofficial basis, there has
not been a serious formal PRC complaint about the substance of United
States-Taiwan relations since derecognition. Nevertheless the State
Dop'u-hnvnt approaches decisions about Taiwan very cautiously. The
State Department views even the smallest issue involving the form of
our relations with Taiwan as having a potentially negative impact on
U.S.-PRC relations. State Department officials told us that, although
the PRC might not protest every individual decision involving the
form of U.S. relations, cumulativ ely these decisions could have a seri-
ous impact on U.S. relations with the PRC.
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The goal of improving U.S.-PRC relations has also affected more
important areas of the continuing U.S. relationship with Taiwan. For
example, State did not allow top management oflicials of the National
Science Foundation to perform onsite evaluations in Taiwan. These
evaluations are essential in continuing the United States-Taiwan Sci-
ence Cooperation Agreement. Similarly the State Department’s deci-
sion that it would be inappropriate for AIT to use the computer
facilities at the Regional Finance Center in Bangkok led to the use of
a manual payroll and accounting system operated by untrained person-
nel. A year later the AIT accounting system still has serious problems
and the search for a workable alternative is continuing. U.S. officials
quickly point out that there was no material harm to Tarwan in any of
these types of decisions. However, this may represent an overreaction
on the part of the State Department in order to appear to adhere to the
agreement to have no official relations with Taiwan. ¥

Although the United States has scrupulously avoided any officiality
in its relations with Taiwan pursuant to the U.S. commitment to the
PRC, the PRC has on at least one occasion made formal relations an
issue in negotiations with the United States. Just as the PRC made
termination of the Mutual Defense T'reaty a precondition for diplo-
matic relations, similarly they told U.S. negotiators during 1979 that
there would be no air transport agreement with the PRC until termina-
tion of the 1946 United States-Taiwan Air Transport Agreement.

Accordingly the existing Taiwan Air Transport Agreement was
terminated and a new agreement established between AIT and its
Taiwan counterpart, the CCNAA [Coordination Council for North
American Affairs]. The State Department emphasized that simply
amending the old outmoded agreement would have made a political
statement for Taiwan at the expense of the new U.S. relationship
with the PRC.

Other than pre-1979 treaties with Taiwan, the only major issue in
the U.S.-PRQ relationship is the continued sale of U.S. military equip-
ment to Taiwan. For several years the PRC had insisted on termina-
tion of U.S. military equipment sales to Taiwan as a precondition
for formal relations. Although this demand was never dropped, dip-
lomatic relations became possible when the United States and the
PRC agreed to disagree about future U.S. arms sales to Taiwan. The
PRC, however, made it clear that it remained opposed to continued
sales. It is this opposition and the potentially disruptive impact on
improving PRC relations that make this a delicate problem for the
United States.

The noncontroversial and self-defensive character of the equipment
announced for sale in January and the deferral so far of any decision
either on Taiwan's other priorities or even on the remaining non-
controversial items underscore the cautious approach the executive
branch is taking.

Whether the executive branch is giving too much weight to the pos-
sible reaction from the PRC and the impact on future U.S.-PRC rela-
tions is a matter of judgment. The executive branch obviously has a
valid concern that future sales to Taiwan not destabilize the regional
military balance or be perceived as providing an offensive threat to
the PRC as opposed to maintenance of a viable Taiwan defensive
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capability. The reaction of the PRC is an integral factor in any deci-
sion. As executive branch officials have pointed out, Taiwan would not
benefit from the sale of weapons which mereased hostility between the
two parties. The PRC views the sale of some weapons to ‘Laiwan as
unacceptable. A PRC official told a U.S. congressional delegation in
1979 that there was a level of tolerance in arms sales to Taiwan and
that the United States should be p:mient

Uncertainty about the limits of PRC toleration contributes to the
deliberateness of executive branch decisionmaking. We believe that the
stretching out of Taiwan sales is designed to insure that these limits
are not exceeded.

The executive branch to date has made little effort to explain what
specific plans there may be for future Taiwan arms sales. The legisla-
tive history of the act implies that the Congress expected to be ¢ 111:«:])
consulted about Taiwan’s defense needs and U.S. plans to meet them.

Appropriate consultation on arms sales plans would go a long way
toward assuring the Congress that the PRC, while l:lihu neing, 1s not
dictating what will or will not be sold to Taiwan.

LACK OF CONSULTATION

The Senate Foreign Relations Committee report on the Taiwan
Relations Act noted that, although many Members of Congress were
in favor of extending diplomatic Telations to the PRC, they were con-
cerned about the failure to consult with the L()Il"’l(’\‘s prior to the
action. There was additional concern because a provision in the Inter-
national Security Assistance Act of 1978 specifically states that the
President should consult with the Congress before making policy

changes which might affect the Mutual Ik’lt‘llw Treaty with Taiwan.

\]m during !lu consideration of the Taiwan Relations Act, mem-
bers of the Senate Forei rign Relations and the House Foreign Affairs
Committees indicated that they wanted to be consulted :]111!]1"‘ the
decisionmaking process and believed that the Congress should le.\
an active role in maint: umn;: the security and well- being of Taiwan
through the unoflicial relationship. Although the Congress was assured
many times by the State Department that close contacts with the
Congress w ould be maintained, the “what™ and “when” aspects of con-
sultation regarding treaties, agreements, and military sales could be
improved. For example, the Congress was not consulted prior to the
termination of the Air lt.uu[mll Agreement with Taiwan.

Furthermore, no information was provided to the Congress on what
items would be recommended or on what the executive branch’s future
arms strategy wonld be even though the Congress was briefed on Tai-
wan’s request for military equipment.

During oversight hv.umm before this subcommittee on Novem-
ber 14, 1979, the Deputy Secretary of State said that, in the future,
close contact would be maintained on agreements.

One of the reasons for absent or ln‘l(](‘qtl(lfi' consultation is that the
executive branch’s decisions on treaties, agreements, and military sales
are made and closely held by a small group of top- level 17.8S. officials.
This is due to the importance attached to improving relations with the
PRC and the sensitivity of the issues.




THE AMERICAN INSTITUTE IN TAIWAN

A number of administrative problems that confronted AIT during
the early stages of its existence have been resolved. For the most part,
these problems were the result of the uniqueness of AI'T and the need
within the State Department to invent procedures for using a privately
incorporated, nonprofit institute to adininister and conduct informal
relations overseas. These administrative problems which had a nega-
tive impact on employee morale, include : Late salary checks, confusion
over reemployment rights, limited funds for travel and for storing
household goods, and structural deficiencies affecting the security of
the AIT facility in Taipei.

The way in which a number of these and additional problems were
resolved reflects the higher cost and inefficiency of the new procedures
for conducting unofficial as contrasted with formal diplomatic rela-
tions. Some Government officials view these procedures, which were
chosen in part to maintain the appearance of unofficial relations, as an
overreaction. Although everyone agreed that the procedures are cum-
bersome and inconvenient, State Department officials believe they are
essential if the United States is to live up to the spirt of its commit-
ment to the PRC.

PHYSICAL CONDITION OF FACILITY

A fter derecognition, State Department officials did not consider it
appropriate, for symbolic reasons, for AIT to ocenpy the former U.S.
Embassy in Taipei. Consequently, AIT is housed in a building previ-
ously used by the U.S. military. This facility had a number of struc-
tural deficiencies affecting security, safety, and sanitation. AI'T per-
sonnel have taken action to bring the security of the bunilding to an
acceptable level, but any further improvements will depend on addi-
tional funding for this purpose.

COMMERCIAL AND CULTURAL RELATIONS WITH TAIWAN

The breaking of diplomatic relations with Taiwan has had no meas-
urable adverse effect on commereial and cultural relations between the
United States and the people of Taiwan. In fact, the Taiwan Rela-
tions Act may have actually removed much of the uncertainty that
existed prior to normalization, resulting in an improved business en-
vironment and resumption of close and friendly cultural ties.

The Taiwan Relations Act requires the Secretary of State to report
to the Congress biannually for a 2-year period on United States and
Taiwan economic relations, highlighting any interferences with nor-
mal commereial relations. According to the March 1980 report:

* * + there is no evidence that the severance of official ties between the United
States and Taiwan has in any way interfered with commercial relations with
Taiwan. On the contrary, United States-Taiwan bilateral trade and U.S, invest-
ment in Taiwan increased by 23 percent and 15 percent, respectively.

The report further states that—

Taiwan’s robust economic performance in 1979 underlines the continuing
foreign and domestic confidence in the stability of the island.
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Our analysis of domestic and external economic indicators also
demonstrates that Taiwan is showing positive economic progress both
when compared to other developing areas and considering its heavy
reliance on trade. In conclusion, Taiwan has not suffered economically
from U.S. derecognition.

TRADE AND INVESTMENT

Taiwan is the eighth largest trading partner of the United States.
Total two-way trade was $9.1 billion in 1979, an increase of more
than $1.6 billion over 1978. U.S. exports were up approximately 40
percent and strong export sales growth to Taiwan is also forecast for
1980. Equally bright is the outlook for 1U.S. investment, which in-
creased more than 15 percent during 1979 over 1978. Taiwan has
demonstrated amazing progress in the aftermath of normalization.

Parties on both sides are optimistic about future trade and invest-
ment., Prospects are that, for the foreseeable future, Taiwan will con-
tinue to rank second only to Japan as a U.S. trading partner in Asia.

During our discussions with Taiwan and ATIT officials and with
business representatives in both the United States and Taiwan, all
generally agreed that the current and future business climate between
the two countries was “business as usual.”

Mr. Chairman, this concludes our prepared testimony. We would be
pleased to answer any questions from you or other members of your
subcommittee at this time.

The Cramyman. The subcommittee will go into executive session
now. I regret that we have to do this and T hate to have everybody clear
the room, but it is necessary.

I might say that, after we conclude the classified part of this—
Mr. Dean, T understand that your testimony will not be classified.
Is that correct ?

Mr. Dean, That is right, sir; it is not classified.

The Cramman. Good. We will go back into open session for Mr.
Dean’s testimony.

[ Whereupon, at 10:30 a.m. the subcommittee proceeded in executive
session.]

[ The subcommittee resumed in open session at 11:30 a.m.]

The Crammax. The hearing will resume. Mr, Dean, we appreciate
your being with us today. T will not only welcome you but congratulate
you because I think you and your staff have done an exceptionally fine
job in starting a new, nondiplomatic post, or however we term it, under
very difficult cireumstances.

The unofficial relations we have established with Taiwan are un-
precedented. You and Mr. Chuck Cross in Taiwan have been forced to
improvise on numerous occasions to make this Taiwan Relations Act
work. T think it is to vour credit that Taipei. Washington, and even
Peking are satisfied with what you have accomplished : most objections
have been minor ones. This is a major accomplishment in itself.

We welcome your testimony this morning and any additional com-
ments that the gentlemen with you may want to make. Then we will get
on to questions,
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Senator Hayakawa. Mr. Chairman, if I may interrupt for a mo-
ment to apologize to those who are testifying and those in the
audience here. I am needed on the floor right away, so if you will excuse
me.

Mr. Dean. Thank you.

The Cramaran. Mr. Dean, we welcome your statement.

STATEMENT OF DAVID DEAN, CHAIRMAN OF THE BOARD AND
MANAGING DIRECTOR, AMERICAN INSTITUTE IN TAIWAN,
ARLINGTON, VA, ACCOMPANIED BY MARK PRATT, HEAD OF
THE GENERAL AFFAIRS SECTION IN TAIPEI; JOSEPH KYLE,
INSTITUTE SECRETARY; AND JOHN CONNOLLY, INSTITUTE
TREASURER

Mr. Dean, If T may, Mr. Chairman, I will first introduce my col-
leagues. You have met, I believe, Mr, Mark Pratt, who is the head of
our general affairs section in the Institute office in Taipei. On my right
is Mr. Joseph Kyle, Institute secretary, and Mr. John Connolly, who
is the Institute treasurer.

Mr. Chairman, T appreciate the opportunity to appear before you
today. The American Institute in Taiwan (AIT) has been in exist-
ence for over 1 year. It has been a year of challenge and change.
Operating under the guidelines of the Taiwan Relations Act, the In-
stitute has sought to preserve and promote close and friendly com-
merical, cultural, and other relations between the people of the United
States and the people on Taiwan on a nongovernmental basis. AIT has
also carried out a wide variety of negotiations, agreements, programs,
and other transactions with Taiwan.

The General Accounting Office study on the American Institute in
Taiwan operations concludes that after an uneasy start the mechanism
for unoflicial contacts is functioning fairly smoothly. What is more
important, however, is the fact that trade between Taiwan and the
United States is increasing; so is U.S. investment in Taiwan.

Cultural exchanges are growing, more tourists from Taiwan are
visiting the United States, defensive arms sales are continuing, and
various relationships such as air transportation, shipping, scientific
exchange, and others are also increasing. Depending in part on future
economic conditions, the trend in these relationships is encouraging.

At this point T would like to mention that two of the Institutes
trustees, retired Ambassadors L. Dean Brown and Edwin M. Martin,
deserve special mention for their counsel and advice. They have helped
to solve many of AIT’s startup problems and have provided many
thoughtful suggestions about our operations during the past year.

Certainly establishing a private corporation with unique respon-
sibilities and requirements has not been an easy task. In both man-
agement and substantive areas we are continually seeking creative
solutions to unexpected problems. Initially we had difficulty, as the
GAO report indicated, with our payroll system, but these problems
have in the main been overcome.

As you know, AIT receives most of its funding through a contract
with the Department of State, and the Department receives these funds
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through a line item in its appropriation from Congress. Our contract
with the Department has been extended until June 30, but both sides
are working on a contract revision, which should be ready in the near
future.

Over the past year, AIT has entered into several arrangements

The Cramaaxn. 1f I may interrupt, that will not change your basic
mission; it will be an extension with the same authority and the same
functions as you have had in the past year; is that correct?

Mr. Dean. The new contract ¢

The Caamman. Yes,

Mr. Dean. I presume that it will be along similar lines. We have
not. yet seen the Department’s version of the contract, but I presume
it will be the same.

Over the past year AIT has entered into several arrangements with
various departments and agencies, and these include an agreement
with the Department of knergy whereby AIl' performs functions
necessary to implement uranium enrichment services contracts with
Taiwan; an agreement with the Department of Defense whereby AIT
signs letters of offer and acceptance for approved foreign military
sales to Taiwan; a memorandum of understanding between AI'T and
the Department of Agriculture; and an agreement between AI'T and
the Export-Import Bank delineating the actions AIT will take on
behalf of the Bank in connection with transactions to be financed by
the Bank which involve the export of goods and services to Taiwan.

We anticipate that arrangements will also be concluded in the near
future with the National Seience Foundation and the Federal Aviation
Administration, and we are studying the desirability of similar ar-
rangements with other departments and agencies,

Now, since we were established, we have negotiated several agree-
ments with our counterpart organization, the Coordination Council
for North American Affairs, including an air transport agreement,
amendments and modifications to the textile agreement, orderly mar-
keting arrangements on footwear and TV receivers, and an agree-
ment on transferring defense property relating to the termination of
the Mutual Defense Treaty.

In addition, ATT and CCNAA have initiated negotiations on an
agreement concerning scientific cooperation, safety of life at sea, nu-
clear cooperation, and privileges and immunities. The latter spells
out the funetional privileges and immunities to which employees of
AIT and CCNAA are entitled.

AIT’s primary effort in both Washington and Taiwan has been to
promote U.S. business interests. Our principal commercial goals are
first to increase sales of American goods and services to Taiwan, to
enlarge the U.S, share of the Taiwan market, to provide information
and services to U.S. firms interested in trading with and investing in
Taiwan, and to encourage the removal by Taiwan of restrictions which
discourage imports from the United States.

AIT has sponsored a number of trade promotional campaigns and
we have supported exhibits at our trade center in Taipei and we have
also sponsored specialized trade missions. Our Washington staff, in
speeches to many business groups, has tried to stimulate more interest
in selling U.S. goods to Taiwan. Last year the trade center had six
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exhibits in Taipei. The 120 American firms which participated re-
ported substantial immediate sales and excellent future prospects.

In March of this year our trade center staged a major offsite ex-
hibition in Kaohsiung. This was the lirst of its kind in that major
industrial center, which is in the southern part of Taiwan. This exhibit
was called AMPRO 80. 1t featured products of 86 U.S. firms, Nearly
15,000 Taiwan businessmen attended. Almost $8.5 million in off-the-
floor sales were recorded and the forecast is for an additional $50
million within this year.

The Institute has worked very closely with the USA-ROC Economic
Couneil, chaired by former Secretary of the Treasury David Kennedy.
The Couneil includes as members many firms and financial institu-
tions which have important trading and investment relations with
Taiwan.

AIT officials have participated in the Council’s annual conferences
and in special programs sponsored by the Council. I will be leaving
next Monday to participate in the annual conference sponsored by
the USA-ROC Economic Couneil in Taipei and, on my way to Taipei,
I will speak about business prospects in Taiwan at the annual Amer-
ican Valve Manufacturers’ Association conference in San Francisco.

That is illustrative of the type of thing we are trying to do to
stimulate trade. I think the business community seems to find AIT
useful to it. In a recent symposium on doing business with Taiwan
in our headquarters here, William Morell, president of the USA-
ROC Economic Council, and Robert Parker, president of the Amer-
ican Chamber of Commerce in Taiwan, both said the Institute was
doing a good job of helping American businessmen,

Of course, even more important to business is the Taiwan Relations
Act, which has alleviated concerns that derecognition would harm
[T.S. business interests, Thanks to the act, this has not been the case.
As T have mentioned and as you have heard from the GAO report,
U.S. trade and investment have increased substantially.

Termination of U1.S. diplomatic relations with Taiwan has not
resulted in any diminution of our cultural relations. On the contrary,
we have over 500 students from the United States studying in Taiwan
and we have about. 100 American professors teaching in Taiwan uni-
versities. The number of Taiwan students studying in the United
States is now up to approximately 25,000.

American universities are supporting several language study pro-
grams in Taiwan and more than 20 universities and associations have
exchange agreements with counterpart organizations there,

American films are very popular as are television programs in Tai-
wan. The American Institute supports cultural interchange with Tai-
wan through a whole series of organizations and events—through
participation in the East-West Center activities, grants to foundations
and universities and with speakers on various facets of the American
society. Journalists, academics, and technicians visit the United States
under ATT sponsorship.

In carrying out its responsibilities to preserve and promote cultural
relations between the people of the United States and the people on
Taiwan, AIT relies on the Institute of International Education, the
visitor program service of Meridian House International, the Board
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of Foreign Scholarships and the International Communications
Agency for program support.

The cultural section of AIT’s Taipei office works closely with the
Foundation for Scholarship Exchange, an exchange dedicated to im-
proving understanding through educational and cultural exchange.

The Institute processes foreign military sale cases for Taiwan but
does not handle purchases of military-related items on a commercial
basis, which are processed routinely through the Munitions Control
Office of the Department of State.

A major problem which faced AIT when its Taipei office was opened
on April 15 last year was the large backlog of visa applicants. AIT was
able to eliminate this backlog and to reduce considerably the time re-
quired to process applications. Businessmen now receive their visas
1 or 2 days after their applications are received.

The travel services section of the AIT office in Taipei also performs
other services. T believe the Institute is the only private U.S. corpora-
tion which has the authority to appoint special notaries. These special
notaries are AIT employees who have been specifically dedicated and
commissioned by the Institute to perform notarial services in Taiwan.

Another responsibility contained in the Taiwan Relations Act has
been section 2(c), which states in part that “The preservation and en-
hancement of the human rights of all the people on Taiwan are hereby
reaffirmed as objectives of the United States.”

We have responded to many calls, visits and letters concerning the
human rights 1ssues. Last week, for example, we received 812 letters
or cards opposing the Kaohsiung trials verdicts and 334 letters sup-
porting the verdicts and human rights conditions in Taiwan.

At the request of several Senators and Congressmen, the Depart-
ment of State, many church groups and private citizens., the Institute
has made known their eoncerns to representatives of CONAA. The
Institute has done its best to faithfully observe the provisions of see-
tion 2 of the act.

The Institute’s management, T think, has improved steadilv over the
past vear but some improvements are still required. Our working rela-
tionships with Taiwan’s Coordination Clonncil for North American
A ffairs has been characterized by a shared desire to achieve substantive
progress in many different areas of mutual interest.

AIT has been able to carry out its responsibilities under the Taiwan
Relations Aet hecanse of its dedication, hard work. and creative think-
ing of its staff in Washington and Taipei. We have received much
needed and much-appreciated support from public and private orga-
nizations. staffs, and individuals.

With the experience gained during our first vear of operations, 1
am confident that the American Institute in Taiwan is better prepared
to pursue its many responsibilities under the Taiwan Relations Act
with even more prospects of success in the future. Thank you, Mr.
Chairman.

The Cramyman. Thank you, Mr. Dean. You summarized vour state-
ment to some extent, Your entire statement will be included in the
record.

Mr. Deax. Thank you, sir.
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[Mr. Dean’s prepared statement follows:]

PREPARED STATEMENT oF DAvip DeAN

Mr. Chairman, Members of the Committee: I appreciate the opportunity to
appear before you today.

The American Institute in Taiwan (AIT) has been in existence for over one
vear. It has been a vear of challenge and change. Operating under the guide-
lines of the Taiwan Relations Act the Institute has sought to preserve and
promote close and friendly commercial, cultural and other relations between
the people of the United States and the people on Taiwan on a nongovernmental
basis. AIT has also carried ont a wide variety of negotiations, agreements,
programs, and other transactions with Taiwan.

The General Accounting Office study on the American Institute in Taiwan
operations conecludes that after an uneasy start the mechanism for unofficial
contacts is functioning fairly smoothly. What is more important, however is
the fact that trade between Taiwan and the United States is increasing; so is
1.8, investment in Taiwan. Cultural exchanges are growing, more tourists from
Taiwan are visiting the United States; defensive arms sales are continuing, and
various relationships such as air transportation, shipping, scientific exchange
and others are also inereasing. Depending in part on future economic condi-
tions, the trend in these relationships is encouraging.

I take this opportunity to detail some of AIT's accomplishments since its
incorporation as a private non-profit corporation in the District of Columbia
in January 1979. The Institute is governed by a three-man Board of Trustees
appointed by the Secretary of State. I am the Chairman of Board of Trust-
ees and also the Managing Director. We have a small Washington headquarters
staff of eight people. Two of the Institute's Trustees, retired Ambassadors L.,
Dean Brown and Bdwin M. Martin deserve special mention for their counsel
and advice. They have helped solve many of AIT's start-up problems and have
provided many thoughtful suggestions about AIT's operations during the past
year.

The Washington office has three principal functions. First, it represents the
interests of the people of the United States in maintaining commereial, eultural
and other relations with the people on Taiwan. Second, it provides guidance
and administrative support to the Institute’s offices in Taiwan, Third, it serves
as a channel of communieation with the Coordination Couneil for North Ameri-
can Affairs, which has been established to represent Taiwan's interests in the
United States,

The Taipei Office of the Institute is headed by a Director, Charles Cross, who
is appointed by AIT’s Board of Trustees. His principal responsibilities are to
maintain effective communication with the Coordination Couneil for North
American Affairs in Taipei and to direct the activities of AIT's Taipei and
Kaohsiung staff. The Director and his staff provide a wide range of services. Of
particular interest are the Economic and Commercial Section (including the
Agricultural Office), the Travel Services Section, and the Cultural and Infor-
mation Section. Under Mr. Cross’ direction, Taipei and Kaohsiung officers are
performing their functions in an efficient manner.

Establishing a private corporation with unique responsibilities and require-
ments has not been an easy task. In both management and substantive areas
we are continunally seeking creative solutions to unexpected problems. Initially
we had difficulty with our payroll system and our accounting procedures, but
these problems have in the main been overcome. AIT receives most of its funding
through a contract with the Department of State. The Department receives
these funds through a line item in its appropriation from Congress. Our original
contract with the Department was signed on April 13, 1979. Within the terms
of the contract the Institute agrees to provide certain services and the Depart-
ment of State agrees to reimburse the Institute for its operating costs within
prescribed limits. This contract has been extended until June 30, 1980. Both
sides are working on a contract revision which should be ready in the near
future.

The major administrative problem now facing AIT is the need to improve the
appearance of its office quarters in Taipei and Kaohsiung. The Taipei office is
leased by AIT for a very reasonable rent, It was occupied by AIT immediately
after signing its contract with the Department of State, It is centrally located
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and provides sufficient space for our American and Chinese staff. However, the
main building is in poor shape and requires renovation.

In seeking to preserve and promote extensive, close and friendly commercial,
cultural and other relations between the people of the United States and the
people on Taiwan, AIT has established a variety of formal and informal arrange-
ments to act on behalf of those U.S. departments and agencies which formerly
had interests in Taiwan. The basis for these arrangements are established in
Sections 6 and 9 of the Taiwan Relations Act. In Section 6 it is stipulated that
whenever any department or agency of the U.S. Government is authorized or
required to enter into, perform, enforce or have in force an agreement or trans-
action relative to Taiwan, such agreement or transaction shall be entered into,
performed and enforced by or through AIT. In Section 9 it is stated that any
agency of the U.S. Government is authorized to perform administrative and
technical support functions and services for the operations of AIT and to acquire
and accept services from AIT.

As of May 10, 1980 ALT has entered into the following formal arrangements
pursuant to the Taiwan Relations Act:

Aun agreement with the Department of Energy whereby AIT performs func-
tions necessary to implement uranium enrichment services contraet with Taiwan.

An agreement with the pvepartment of Defense whereby AL'L signs Letters of
Offer and Acceptance for approved foreign military sales to Taiwan.

A memorandum of understanding between AIT and the Department of Agri-
culture regarding the role and responsibilities of AIT"s Agricultural Officer relat-
ing to programs and activities of the Department of Agriculture,

An agreement between AlT and the Export-lmport Bank of the United States
delineating the actions which A1T will take on behalf of the Bank in connection
with transactions to be tinanced by the Bank which involve the export of goods
and services to Taiwan.

It is anticipated that arrangements also will be conecluded in the near future
with the National Sclence Foundation and the Federal Aviation Administration.
AIT is also studying the necessity and/or desirability of concluding similar
arrangements with other departments and agencies,

Since AI'T was established it has negotiated several agreements with its coun-
terpart organization, the Coordination Council for North American Affairs
(CCNAA), including an Air Transport Agreement, amendments of and moditi-
cations to the textile agreement, orderly marketing agreements on footwear and
TV receivers, and agreements transferring Defense property relating to the ter-
mination of the Mutual Defense Treaty. In addition, AIT and CCNAA have
initiated negotations on agreements concerning scientific cooperation, safety of
life at sea, nuclear ecooperation and privileges and immunities, The latter will
spell ont the privileges and immunities to which employees of AIT and CCNAA
are entitled.

Negotiations with CCNAA are chaired by AIT. AI'T relies on legal and techni-
al expertise from various departments and agencies including for example the
Civil Aeronauties Board, the Office of the Special Trade Representative and the
Departments of State, I'ransportation, Commerce and Labor,

The principal commercial goals of AIT are: to increase sales of American goods
and services to Taiwan, to enlarge the U.S. share of the Taiwan market, to pro-
vide information and services to U.S. firms interested in trading with and invest-
ing in Taiwan, to encourage the removal by Taiwan of restrietions which
discourage imports from the United States and to monitor implementation of
bilateral trade agreements between Taiwan and the United States. In support of
these goals AIT has sponsored a number of trade promotion campaigns aimed
at supporting exhibits at AIT's American Trade Center in Taipei and specialized
trade missions, as well as other special trade promotion efforts,

Support of American Trade Center exhibits includes providing new-to-market
exhibitors with lists of potential agents or representatives, publicizing events in
AlT's Commercial Newsletter, and making calls on industry officials in order to
promote attendance at exhibits, and following up on trade opportunity leads
developed during exhibits. State and industry-organized trade missions to Taiwan
are also supported by AIT.

The main purpose of such missions is to assist smaller firms in penetrating the
Taiwan market. AIT provides full backing to these missions including advance
planning and publicity, detailed programming and necessary follow-up.
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AIT provides general support to the Foreign Buyers Program, including assist-
ance to Taiwan trade organizations interested in organizing buyer group visits
to the United States. In fiscal year 1950 particular emphasis was placed on pro-
moting visits to tive shows : the International Graphic Arts Show (Chicago), the
National Restaurant Association Restaurant/Hotel/Motel Show (Chicago), the
International Concrete and Aggregates Show (Las Vegas), the Western Elec-
tronics Show and Convention (Anaheim) and the Food and Dairy Expo
(Chicago).

Two other commercial activities in which AIT is deeply involved are (a) keep-
ing the U.S. business community fully informed of opportunities for sales of
goods and services in connection with major projects being initiated by the
authorities in ‘laiwan (e.g., communications and transportation infrastructure
and power generation facilities) and assisting U.S. firms to successfully pursue
sales leads, and (b) facilitating visits of buying missions to the United States
which are organized by the authorities on Taiwan.

Because of Taiwan’s large trade surplus with the United States ($2.3 billion
in 1979), Taiwan has sent several buying missions to the United States since
1978. The most recent mission, which left the United States last week, procured
approximately $1.9 billion in goods and services, including about $1.4 billion in
industrial products and services and about $300 million in agricultural products.

The American Trade Center of AIT is the focal point for the U.S. commercial
presence in Taiwan. Conveniently located in the heart of Taipei's business
distriet, the Trade Center contains the commercial library, over 3,000 square
feet of exhibit area, conference facilities, and offices of the Commercial Unit
and the Trade Center staffs. The principal purposes of the Center are to assist
11.S. businessmen and their agents and distributors in selling U.S. goods and
services and Taiwan businessmen who wish assistance in locating U.S, suppliers.

In fiscal year 1979 the Trade Center promoted and staged six exhibits of U.S.
produets, The 125 firms which participated reported substantial immediate sales
and excellent future prospects. Twenty-one agents and three licensees were ap-
pointed. The Center also hosted a number of trade missions, catalog and video /
catalog shows, seminars, and exhibits sponsored by individual firms.

An equally heavy and diverse program is being implemented at the Trade
Center in fiscal year 1980. The Center planned and staged a major off-site exhi-
bition in Kaohsiung, Taiwan's major industrial center located approximately
200 miles south of Taipei. This exhibit, called “AMPRO 80,” featured the prod-
uets of 86 U.S, firms, Nearly 15,000 Taiwan businessmen attended the exhibit.
Almost $8.5 million in off-the-floor sales were recorded and the forecast is for
an additional $50 million in sales within one year.

The AIT Washington office has made a concerted effort to inform the U.S,
businexs community of the Institute’s objective of promoting additional com-
mercial U.8. sales in Taiwan. More than 7,000 copies of a brochure prepared by
and about ATIT have been distributed to industry and trade associations, to busi-
ness publieations, to the 43 1.8, Department of Commeree District Field Offices,
and to individual businessmen. AIT personnel from the Washington headqnar-
ters have traveled to several areas of the United States to speak about business
opportunities in Taiwan. One AIT Trade Official has visited 19 cities in the past
year,

AIT staff members have addressed ecivie elubs, Chambers of Commerce, trade
and industry associations, college and university organizations and state and
local government agencies responsible for promoting economie and commercial
development. Personal calls have been made on manufacturers, traders and
bankers who do husiness with Taiwan.

AIT has received strong support from the 48 District Field Offices of the
U.S. Department of Commerce. Those offices have arranged meetings for AIT
officials with Individunal businessmen and have scheduled seminars and confer-
ences on Taiwan, AIT has also worked elosely with the USA-ROC Eeconomie
Couneil. Chaired by former Secretary of the Treasury David M. Kennedy, the
Couneil includes as members many firms and finaneial institntions which have
important trading and investment relations with Taiwan. AIT officials have
participated in the Couneil’s annual conferences and in special programs spon-
sored by the Council. AI'l's Taipei Office maintains close and cooperative rela-
tions with the American Chamber of Commerce in Taiwan, which is currently
headed by Robert Parker.
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Termination of U.S. diplomatic relations with Talwan has not resulted in any
diminution of cultural relationships. On the contrary, some 500 students from
the United States are studying in Talwan and about 100 Americans are teach-
ing in Taiwan universities. The number of students from Taiwan in the United
States is increasing steadily and now exceeds 25,000. American universities
are supporting language study programs in Taiwan and more than 20 U.S. uni-
versities and associations have exchange agreements with counterpart organiza-
tions on the island. Writers, musicians, dancers and other artists from Taiwan
are studying and performing in the United States and American artists are
continuing to visit Taiwan.

American films and television programs are popular on Taiwan and U.S.
publieations are widely read. Journalists from Taiwan newspapers are based in
many major U.S. cities and several U.S. news organizations either have repre-
sentatives on Taiwan or periodically send correspondents to the island.

The American Institute in Taiwan supports cultural interchange with Taiwan
through eduecational exchanges, book exchanges, participation in East-West Cen-
ter activities, grants to foundations and universities, exhibits and speakers from
the United States on various facets of American society. Journalists, academics,
artists and technicians visit the United States under AIT sponsorship.

In carrying out its responsibility to preserve and promote cultural relations
between the people of the United States and the people on Taiwan, AIT relies
on the Institute of International Education, the Visitor Program Service of
Meridian House International, the Board of Foreign Scholarships, and the In-
ternational Communication Agency (ICA) for program support, The Cultural
and Information Section of AIT's Taipei office conduets a variety of activities
and programs in Taiwan. It operates a library of U.S. books and periodicals; it
supports educational and cultural exchanges; it presents performing artists,
lectures, films and exhibits and features on U.S. life and society; and it dis-
tributes publications about the United States. The section works closely with
the Foundation for Scholarly Exchange, an organization dedicated to improv-
ing understanding between the people on Taiwan and the people of the United
States through educational and cultural exchange.

The Institute processes Foreign Military Sales cases for Taiwan but does not
handle purchage of military related items on a commerecial basis which are proc-
essed routinely through the Munitions Control Office in the Department of State.

A major problem which faced AIT when its Taipei office was opened on April 15,
1979, was the large number of visa applicants. While AIT does not issue visas it
accepts visa applications on behalf of the American Consnlate General in Hong
Kong. AIT personnel interview visa applicants and handle supporting docu-
mentation submitted by applicants. Information in the completed applications is
sent to Hong Kong for a final determination on eligibility by a regular consular
officer. In the case of non-immigrant visa applications, the required information is
transmitted by telex to Hong Kong. In the case of immigrant visa applications
the file is sent by mail to Hong Kong for processing. Through streamlining of
procedures and by temporarily hiring Chinese-speaking American students from
the Stanford University program in Taipel as interviewers. AIT was able to
eliminate the visa backlog and to reduce considerably the time required to proe-
ess visa applications. Businessmen now receive their visas one or two days after
their application.

The Travel Services Section of the AIT office in Taiwan a'so performs other
services. AIT is the only TU.8. corporation which has the authority to appoint
special notaries. These special notaries are AIT employees who have been spe-
cifically designated and commissioned by the Institute to perform notarial serv-
ices in Taiwan. Occasionally, a court or an attorney in the United States will
question the legality of such notarials but in every ease the notarials have been
accepted after AIT has pointed out that Section 7(a) of the Taiwan Relations Act
confers on AIT the authority to designate notaries and provide notarial services.

The Travel Services Section also assists U.8, citizens who requnire other services.
It accepts passpnort applieations and forwards them to Hong Kong: functions as
the provisional conservator of personal estates; and assists U.8. citizens in
distress.

The following statisties indicate the workload in the Travel Services Section in
fiscal year 1979 and estimated workloads in fiscal year 1980 through fiscal year
1982.
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AMERICAN INSTITUTE IN TAIWAN

Fiscal year—

1979 actual ! 1980 estimate 1981 estimate 1982 estimate

Immigrant visas:
7,004 9, 000 10, 000 12, 000

Issued
Refused 3,570 3,600 4, 000 5, 000

10, 574 s 14, 000

Nonimmigrant visas:
48,013 55, 000 60, 000

. I S T Tt G R B Rt < By P, =B
Refused 6,614 8,250 9, 000

54, 627 63,250 69, 000

Speical consular services:
American citizens deaths. ...
Estate/property claims..
Notarial____
Welfare and whereabouts_ _
Seamen sérvices____._..
Arroats. ... . .-
Other agency services. .-« oo oocoecencmmmaaees

Passport services:
Applications executed
Fee passports issued. _
No-fee passports issued.
Passports extended or amended
New registrations
Reports of birth..
Waiver of passp
ID cards issued. .

1 Includes workload figures for the American Embassy, Taipei, during the period Oct. 1, 1978 to Mar. 1, 1979,

Another important responsibility contained in the Taiwan Relations Act has
Leen Section 2(e) which states in part that “The preservation and enhancement
of the human rights of all the people on Taiwan are hereby reaffirmed as objec-
tives of the United States.” We have responded to many calls, visits and letters
concerning the human rights issues. Last week for example we received 812
letters or eards opposing the Kaohsiung trials verdicts and 334 letters supporting
the verdiets and human rights conditions in Taiwan. At the request of several
Senators and Congressmen, the Department of State, and many church groups
and private citizens, the Institute has made known their concerns to represent-
atives of CCNAA. The Institute has done its best to faithfully observe the pro-
visions of Section 2 of the Act.

The TInstitute’s management has improved steadily over the past year but
some improvements are still required. Our working relationships with Taiwan’s
Coordination Couneil for North American Affairs has been characterized by a
shared desire to achieve substantive progress in many different areas of mutual
interest. ATT has been able to carry out its responsibilities under the Taiwan
Relations Act because of the dedication, hard work and creative thinking of its
staff in Washington and Taipei. We have received much needed and much ap-
preciated support from public and private organizations, staffs and individuals,
With the experience gained during our first year of operations I am confident
that the American Institute in Taiwan is better prepared to pursue its many
responsibilities under the Taiwan Relations Act with even more prospects of
suceess in the year ahead.

The Cramyay. GAO indicated in its report that, since ATT had
been in operation less than 1 vear at the time of its review, it did not
assess the adequacy of the staffing of ATT. Do you think that your per-
sonnel ceiling for the Taipei office of 50 is an adequate number of
people?
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Mr. Deax. I think the ceiling that we now have of 50 is sufficient to
allow us to accomplish our present tasks. Should business conditions
improve or indeed should trade increase, as I expect it will, then we
will have to take another look at our staff. At the present time, how-
ever, I feel that we have a sufliciently large stafl’ in Taipei.

The Crairaan. Did you or State or anyone else make a study of the
stafling situation? Have you proposed any changes in the mix?

Mr. DeaN. Yes. we may be shifting around some of the people with-
in our staff. The 50 limit 1s the limit that we have in Taipel at the pres-
ent time. We may shift more people eventually to the commercial side
to bolster our services to U.S. businessmen.

We have been able to handle the increase in applications for visas
by hiring students from the Stanford Institute. These students are
Chinese- 1.1.nulru.urv students, American citizens, graduate students
primarily, :uul tiu\ can do preliminary interviews for applicants.
That reduces the burden on the permanent staff.

The Crammax. Prior to normalization, we had about 100 Ameri-
cans working at the Taipei Embassy. The American Institute’s ceiling
is 50. I guess you could infer from that that we ought to establish a lot
of institutes all over the world and save a lot of l.wtr-,nnnel. How is it
you are able to do the job with only half the people that the State De-
partment had there ?

Mr. Deax. Many of the people and the larger number you eited in
the former embassy were associated with the Defense Attaché’s Office
or the MAAG Office. We no longer have those functions.

I would like to follow up on the comment you made. I do feel that,
even though our procedures may be somewhat awkward and cumber-
some, our “total costs are much lower than the costs certs tinly of the
]ugm staff that the former embassy had and indeed the former U.S.
Government costs on Taiwan.

The Cramsan. How about such things as a political section? Do
vou have a political section within ATT?

Mr. Dean. We have a General Affairs section. Mr. Pratt is the head
of that section. He has come to help answer any particular questions
the committee may have.

The Cramman. What other people do you use on a part-time basis?
What is the process?

Mr. Dean. In addition to the students from the Stanford Center, we
also employ wives and other dependents of some of our staff for secre-
tarial and other purposes, for some administrative functions as well.

The Cramyan. AIT in the past experienced some problems, I be-
lieve, in obtaining the necessary assistance from the State Depart-
ment. at least in the early stages of your establishment of the AIT.
The Department wanted AIT to follow the same regulations and guide-
lines that affect the Department itself. You are not part of the State
Department, not entitled to obtain, nor does it necessarily mean yon
get, the immediate support that the State Department provides its own
posts. Are you now getting better support from the Department in
those areas?

Mr. Deax. T think so. In our initial stages it was a new type of in-
stitute, a new type of organization. The contract we had with the De-
partment was extremely complex. Many of the branches of the De-
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partment were not familiar with our contract and they really didn’t
know liow to respond to our requests for assistance.

I think over the past year most of these problems have been resolved.
We are getting a great deal ot very important cooperation from many
centers.

The Cramrman. You have a unique status. As I understand it, you
cannot make direct calls on Taiwan’s Government officials; is that
correct ?

Mr. DeaN. Yes. Our procedures in Taipei are similar to the CCNAA
procedures here in Washington. Our staff in Taipei does not call on
government offices. We are not a diplomatic mission.

The Cramman. Who represents you, then? How do you make your
representation to government officials # And I guess the follow-up ques-
tion would be: Are your representational funds adequate to do that
jl‘ll) 4

Mr. Deaw. I think so. What we do in Taipei, as here, is to deal with
the Coordination Council for North American Affairs. We deal ex-
tensively through their headquarters in Taipei as well as through
their Washington office.

We see many other people through social and informal occasions,
and that is why our representation fund requests are usually quite
high. Up to this point, I think, we have been able to manage that
quite adequately.

The Cramryax. Do you need more funding in that area?

Mr. Deax. I do not believe so, sir. I believe our budget is adequate
for that purpose.

The Cramyax. Do you have enough flexibility to deal with the
officials on Taiwan?

Mr. Deaw. I think that we have sufficient flexibility to deal through
CCNAA and, as I say, in informal contacts to see the people we need
to see. We do not have, as you have pointed out, official calls.

The Ciramaax. What is the status of cultural programs? How much
have you been able to develop that? We hear a bit about groups back
and forth to the PRC and less with groups in Taiwan. Have you been
able to increase those efforts?

Mr. Deax. We would very much like to. In the first year, we have
concentrated most of our efforts on the commercial side, T think now
that we have that on a very good basis, we are now going to turn to
the cultural programs. The exchange visitors we have had—we have
had a number of artists, lawyers, and others—have benefited a great
deal from their visits here and we have benefited from speaking to
them.

The Cramrmax. Is that expanding ?

Mr. Dean. We hope to expand it. That, T think, will require addi-
tional budgetary support in the future if we are going to finance more
visits. What we would like to do is also finance additional educational
exchange, more instructors, for instance, from universities in Taiwan
to come to the United States to get graduate degrees and then to go
back and continue their teaching profession.

The Cramaax. You indicate you feel that the commercial program
is pretty well under control. that you have it pretty well organized
now. Do you have any stated goals for what yon hope to accomplish
in the economic or commerecial arvea?
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Mr. Dean. Yes. I mentioned some of the goals. We don’t have them
in a quantitative sense. We hu\-'uf]ust the general, broad program goals
that I mentioned of increasing U.S. business, U.S. trade, with Taiwan,
for instance. We had a deficic last year in 1979 of $2.3 billion in our
balance of trade. 1t was an adverse balance for us.

Therefore we are trying very hard to interest more American com-
panies in selling goods to Taiwan and we are trying to interest them
more in exhibiting at our trade center, and building up their agencies
in Taiwan.

The Cmamman. Taiwan has had a phenomenal economic growth.
With normalization, investment and trade initially leveled off, but I
don’t think it was more than 3 or 4 months, and then it went straight
up, resuming its curve again as though nothing had happened. This
was contrary to the dire predictions we heard at that time.

You are on the scene; you watch it on a day-in and day-out basis.
Do you think this growth rate can continue in the future? Where does
it level off ¥ Where does the curve break? So far it is going in only
one direction.

Mr. Dean. United States exports increased about 34 percent last
year. There are problems ahead in terms of the high prices that
Faiwan must pay for its oil. It imports a great deal of oil.

The Cuamaran. What percent of its oil is imported? Does Taiwan
have its own oil ¢

Mr. Deax. Noj; they import all of their oil.

The Crammax. I thought you said they import most of their oil.
They import all of it.?

Mr. DeaN. Yes. I was thinking in terms of power. They have a cer-
tain mix of hydroelectric power, nuclear power generating plants.

The CramRMAN. Middle East oil?

Mr. Dean. Mostly Middle East oil. Hydro is 6 percent, coal is 9
percent, oil is 83 percent of their power; nuclear, 2 percent at the pres-
ent time. They are trying to bring the nuclear up to 30 percent, the oil
down to 30 percent.

The Cramyan. A certain number on Taiwan obviously believe that
the growth rate can’t continue forever. Do you see the breakpoint as
being considerably down the road in the future? Do you see a number
of years of continued growth at the present rate?

Mr. Deax. We project a slowing down of the growth rate this year
because of the inflation in oil prices and the possibility that markets in
the United States and other countries, because of our own economic
conditions, will drop temporarily.

I might turn to my colleague Mr. Kyle for a brief answer to that
question.

Mr. Kyre. We are very optimistic that the growth rate of Taiwan
will continue throughout this decade. The Government there is pro-
Jecting that by the year 1990 Taiwan will be a developed nation. Right
now Taiwan, you might say, is one of the least developed of the most
developed nations. They are predicting—and we go along with this
prediction—that by the end of this decade it will be right in the range
of the developed nations with per capita income of over $5,000 a year.

The Cramyan. What will be the impact on the economic picture
and this growth rate if Taiwan would lose its eligibility for the gen-
eralized system of preferences, the GSP tariff ?




21

Mr. Kyie. Of course, Taiwan has been able to take advantage of
GSP more than any other country. Over a period of time it will lose
some of the benefits it has obtained. 1 personally do not feel that 1t
will harm them too much for the simple reason their economy is mov-
ing now into technology and capital-intensive industry. Most of the
benefits they are receiving from GSP are in the labor-intensive
industry.

The Caamyay. With a growth rate this fast and having gone on as
long as it has, if this starts leveling off what impact will this changing
economic system have on political stability on Taiwan ?

Mr. DEax. I think it is clear that the people in Taiwan haye shared
the benefits of the increased prosperity of Taiwan. This has been true
in virtually every sector. The per capita income has gone up regularly.
It is the second highest or third highest, I believe, in Asia after Japan
and perhaps Singapore. That is a contributing factor, of course. Eco-
nomic prosperity is a contributing factor to their political stability.

The Cramaan. How much is the issue of foreign military sales to
Taiwan relevant to the business community ¢ If Taiwan does not get
the items requested, will Taiwan still be appealing to foreign inves-
tors? Will they see Taiwan as still having the opportunities for them
that they have had up to now #

Mr. Deax. I suspect that the foreign investors do not base their
decisionmaking process solely on foreign military sales; they base it
on a lot of other factors—on the skill of the labor pool and Government
regulations which permit an easy investment ('Emzm\.. on the profit-

ability of their operations. Perhaps you have another point, Mr. Kyle.
Mr. Kyie. Very few of the U.S. investments in Taiwan are con-

nected with any military-related equipment. The largest U.S. invest-
ment, of course, has been in the field of electronics.

Mr. Prarr. I might add, however, that the veneral confidence in the
political stability of Taiwan is something which all businessmen who
come to Taiwan ask us questions about. Their view is generally that
this is a very stable society, and yet they are well aware that the sta-
bility of the society does depend on the self-confidence of the Govern-
ment, which in turn depends on foreign military sales and other as-
pects of security in the area.

The Cramyay. Can you give us a breakdown businesswise of the
total Taiwan trade and how it breaks down internationally, what per-
cent we are, what percent other nations are? Also if you have figures
on business investment in Taiwan, ours compared fo that of other
nations, I would appreciate having them.

Mr. Deaxn. Yes, I think we have those figures, Mr. Chairman.

The Cramyax. If you could summarize them, if you have a table on
it, would you provide it for the record?

Mr, Kyre. I have a table here. T will say that the U.S. investment
since 1952 has been $666 mil'ion. That is 24.44 percent of total foreign
investment. Ours has been running about a quarter of the foreign in-
vestment in Taiwan since 1952. The .h'vc‘n!u]—llzu';:t'.‘-‘t. of course, would
be the Japanese, followed by overseas Chinese investment. Our invest-
ment as of the end of 1979 is 666 million U.S. dollars.

Mr. Deax. In foreign trade terms, our foreign trade last year, being
over $9.1 billion, T think, both ways, represented 29 percent of their
foreign trade; Japan had 22.4 percent.
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The Crammman. Are the percentages in business investment from
different nations on Taiwan changing drastically or are they about
the same? Has normalization changed the investment patterns on
Taiwan. other nations’ confidence in being able to still do business
there. invest there, with the same reliability as American firms ob-
viously have had? Did normalization really change that picture?

Mr. Kyre. The total foreign investment in 1979 was approximately
300 million U.S. dollars, which is the greatest total of any one year
since Taiwan was established.

Mr. DeaxN. Our investment went up, too.

Mr. Kyre. Over $80 million in U.S. investment.

Mr. Dea~. The prospects for this year look pretty good, too, General
Motors appears to be ready to invest in a heavy-truck plant. There are
other prospects. T think business confidence is very strong.

The Cramryax. Any tables you have that will summarize the busi-
ness investment, trade. GNP, how investments have gone, T would
appreciate having, including those figures from the past year. I think
that is very significant, of course.

Mr. Kyre. I also have data for the first 3 months of 1980.

The Criamryan. We will appreciate that. We will have that included
in the record.

[ The information referred to follows:]

Ecoxoiic TRENDS AND INDICATORS ¥orR TAIWAN: FirsT QUARTER oF 1980

GNP GROWTH AND INFLATION

In the first quarter of 1980, Taiwan's GNP growth, in terms of constant dollars,
was only 6.2 percent, much lower than 10.2 percent for the first quarter last year.
Inflation continued to be a serious problem, import prices were up 26.7 percent,
wholesale prices climbed 23,8, and retail prices went up 17.4 percent. Further-
more, on April 25 the China Petroleum Corporation (CPC) announced an
average 13.8 percent increase in the prices of its products. This is the second
increase in CPC prices in four months. These increases, while necessary to
keep CPC financially solvent in light of rising prices on its imported crude oll,
do not augur well for reducing Taiwan's inflation.

IMPORTS

In the first quarter of 1980, the unadjusted value of Taiwan's imports from
the world increased 44 percent, to $4,470 million. Crude oil accounted for the
lion's share with 21 percent (US$937 million). In the first quarter of last year
oil accounted for only 14 percent of imports (US$427 million). Of the $937
million, Kuwait received £600 million, and Saudi Arabia $322 million. Last
vear their respective first quarter earnings from Taiwan were $208 million
and US$184 million. Due to Taiwan’s “buy America” policy, Imports from the
United States also increased greatly; i.e. they were up 65 percent, to $1,086
million. The United States thus accounted for 24 percent of Taiwan's total
imports in the first quarter, an inerease over the 21 percent recorded last year.

EXPOETS

Taiwan's total exports in the first three months of 1980 amonnted to $4,496
million, a rise of 34 percent. The three leading categories of export products
(electronies, garments, and footwear) accounted for over 48 percent of export
earnings. The index of export prices was only 9 percent above its level of a
yvear ago. The United States absorbed US$1.5 billion of Taiwan’'s exports, or
34 percent of Taiwan’s total exports.
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MARCH 1980 TRADE

Looking at the figures for the month of March, imports soared 60 percent
over March 1979 to US$1.7 billion, an all time high record. This jump
in imports left a March deficit on the trade account of US$226 million. The
main contributors to the deficit were the sharp increases in imports of crude
oil (up 102 percent to $334 million) and imports of machinery (up 143 percent
to 1/S$221 million). The former accounted for 20 percent of the imports while
the latter for 13 percent. In the same period last year their respective percentage
shares were 15 percent and 8.5 percent.

INDUSTRIAL PRODUCTION

The industrial production index in the first quarter of 1980 was 13 percent
ahove the level of last year. While the rate of growth was similar to that of
1979’s first quarter, it was far below the growth rate of 21 percent registered
in January-Mareh of 1978. Part of the reason for the moderate growth of
industrial production is the fact that manufacturing profits have been squeezed
by the 25 percent rise in import prices and the slower 9 percent rise in export
prices.

CAPITAL FORMATION

Without adjustment for inflation, overall fixed capital formation for this
quarter registered a 32 percent increase over a year earlier. Private sector
investment, however, grew a somewhat slower 27 percent. Furthermore, official
estimates indicate that private investment for the entire year, measured in
constant dollars, will only be 14 percent greater than it was in 1979. Such a
rate compares very unfavorably with the 39 percent real growth realized last

year.
PROJECTED GNP GROWTH

Considering the prosnects of hoth slowed investment and exnort growth,
Taiwan's economy will be doing quite well if it attains a real GNP growth of
6 percent this year. Even that target will be diffienlt to meet if timely execution
of planned heavy government expenditures is not achieved.

KEY ECONOMIC INDICATORS FOR TAIWAN, MARCH 1980
[Millions of U.S. dallars]

March 1980
February March 1980-
1980, March 1979,
February March percent _percent
Item 980 1980 1979 increase increase

. 63) 13.19
5. 80) 1.79
37.36

o
=T ]

Money supply..... ; 7, 405
Net foreign assets of banking system_. g o
Imports on customs basis
Exports on customs basis. . ..

Trade balance on customs basis_______..

Imports on foreign exchange settiement basis
Exports on foreign exchange setfiement basis ______

Trade balance on foreign exchange settiement basis.

Imports from United States (Taiwan customs basis).

Exports to United States (Taiwan customs basis) _ ..

Trade balance with United States (customs basis). ..

Industrial Production Index (1976=100)_ ... ......

Wholesale Price Index (1976=100) _.__._.
Urban Consumer Price Index (1976=100)...
Import Price Index (1976=100)...

Export Price Index (1976=100).

Foreign investment approvals___

U.S, investment approvals .. __ . ...
Power generation (millions of kilowatt-hours)
Cotton yarn (1,000 bales)

Man-made fibers (metric tons)

Plastic resins (metric tons). .. ... oo
Basic petrochemical feedstocks (1,000 metric tons). .

Chemical fertilizers (1,000 metric tons).

Cement (1,000 metrictons). ... oo - -

Steel bars and structurals (1,000 metric tons).
Automobile tires (1,000 pieces). ... ...

Crude oil refined (1,000 kiloliters).

Television sets (1,000 units). . oo oo e oo
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Source: Directorate General of Budget, Accounts and Statistics.
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Taiwax's EcoNoMY 1IN 1979

Taiwan experienced slower economic growth and significantly higher inflation
in 1979 than in 1978. Industrial production in 1979 increased by only 8 pereent
over 1978, compared with the 25 percent growth from 1977 to 1978. While the real
Gross National Product (GNP) increased by 18 percent over 1978, compared to an
inerease of 13.9 percent the previous year, the growth rate of the real Gross
Domestie Product (GDP) declined from 13.4 percent to 7.3 percent. For only
the second time in 30 years, there was net factor income from abroad, which
cansed the GNP to exceed the GDP.

Exports (F.0.B.) in 1979 totalled 16.1 billion U.8. dollars, an increase of 27
percent over 1978, and imports (C.I.F.) totalled 14.8 hillion U.S. dollars, an
increase of 34 percent over 1978. The 1979 trade surplus was 1.8 billion T.8.
dollars, a decrease of 19 percent from 1.7 billion U.8. dollar surplus recorded
in 1978. Led by increases in prices of oil and industrial raw materials, import
prices in 1979 averaged 16.3 percent ahove 1978 import prices, while export
prices averaged only 9.5 percent ahbove 1978 export prices. In constant dollar
terms, exports and imports grew only 13.5 percent and 15.1 percent, respectively,
compared to 27 percent and 27.8 percent in 1978.

The slower economic growth and the increase in inflation in 1979 are partie-
ularly apparent when quarterly data are analyzed. In the first quarter GNP
was 10.2 percent greater than the first quarter of 1978 in the fourth quarter,
however, GNP grew only 6.5 percent compared to the same period in the previous
year. Similarly. again comparing first quarter with fourth quarter performance
in 1979 and 1978, the increase in the industrial production index fell from 13
percent to 6 percent, real export srowth declined from 26 percent to 10 percent
and real import growth decreased from 82 percent to 4 percent.

Import prices in the first quarter of 1979 were only 7 percent higher than in
the first quarter of 1978, but in the fourth quarter of 1979 they were 24 percent
more than in the fourth quarter of 1978. Wholesale prices for Decemher 1979
were 17 percent ahove wholesale prices for Decembher 1978 and urban consnmer
prices were up 12.5 percent hetween the same two months,

Between January 31, 1978 and January 31, 1979 the money supply inereased
by 44 percent. However, by the end of 1979 the money supply was only T percent
greater tham at the end of 1978. As of mid-Febrnary 1980. the tightness of the
money market was reflected in the high rates of interest charged in short-term
funds ecollateralized with post dated checks on the unofficial money market.
These rates ranged hetween 1.9 percent to 3.0 percent per month, or 22 percent
to 42 percent per year after comnounding.

Given the tight money supply. the size of capital formation in 1979 and the
easing of demand pressures as shown hy the decline in industrial output and
real export growth. inflation in Taiwan in 1980 should grow by no more than 10
percent even with further oil price inereases,

KEY ECONOMIC INDICATORS FOR TAIWAN
[Millions of LS. dollars unless otherwise stated)

Novem-  Decem-
ber-De-
cember D 1978 to
1978, 979, 1979,
Decem- Novem- Decem-  percent percent
Item ber 1979 ber 1979 ber 1978 increase increase 1978 1979  increase

SEC. |—GENERAL
INDICATORS

Popilation (1,000 persons)... 17,474 A . 1.98 17,136
GNP at current prices (Octo-

ber-Decamber) .-e- 8,758 19.96 26,887
GNP in 1976 prices (October-

Decemher) 6, 821 6.50 24,184
GDP in 1976 prices (October-

December). ... ... . .. 6, 809 5.60 24,250
Per capita GNP in LS. dollars

(October-December)..... .. ) AR Sieamireaa 17 1,543
Money supply_ __..___._____. 7,057 94
Net foreign assets of banking

system 5, 625
GDCF—gross domestic capital

formation  (October-De-

cember) 2.1 7, 061
GDCF per capita (October-

December) 24.37 416
GDCF as a perrent of GDP

(October-December) L 3 e S b s L 26.20
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KEY ECONOMIC INDICATORS FOR TAIWAN—Continued
[Millions of U.S. dollars unless otherwise stated]

Novem-  Decem-
ber-De- ber 1978-
cember  Decem- 1978 to
1979, ber 1979, 1979,
Decem- MNovem- Decem-  percent  percent percent
Item ber 1979 ber 1979 ber 1978 increase increase 1979  increase

SEC. 11—ECONOMIC RELA-
TIONS WITH THE WORLD

FOB exporls . 1,383 1,261 .97 17.81 12,687 16,107 27.0
CIF imports_ . _.... 4 1,324 1,092 2.42 24.23 11,027 14,768 33.9
Trade balance (expoﬂs minus

imports). 59 169 118.24 (23.64) 1, 660 1,339 (19.4)
Ratio of muorts-lmpnrts 1, 045 - 1.15 B N R
Exports in constant 1978

dollars. i Rl i 1,247 1,261 8.84 7.65 12,687 14, 387 13.4
Imports in constant 1978

dollars...... 1 1,083 1,002 (1.18) (1.95) 11,027 12,694 15.1
Balance in constant terms

(exports minus imports).. 164 169 75.00 69. 62 1, 660 1,693 2.0
Textile exports 322 327 8.85 7.09 3,19 3, 897 .95
Electronic and electrical ex-

s T R Sl R 237 208 321 17.52 2,013
Machinery exports__ _. 129 114 4, 66 18, 66 1,033
Approved foreign investment . 49,65 22,685 (64.B9) (23.05) 212.93

Total approved foreign
investment since

SEC. 111—ECONOMIC RELA-
TIONS WITH THE UNITED
STATES

FOB exports— .. oooces 491 462 468 6.33 4.89 5,010 5, 647 12.71
CIF imports.- 331 ns 225 5.81 47.38 2,376 3, 382 42.33
Trade balance with United

Shted . 160 149 243 7.41 (34.39) 2,634 2,265 (14.01)
Textile exports_____ _ 2 105 96 104 9.38 .96 1, 162 1, 168 .52
Electronic and electrical ex-

ports - oo 120 96 110 25.00 9,09 1,127 1,228 8.96
Machinery exporis _ 68 52 50 30.77 36.00 457 621 35,89
Ratio of urnlts.’-mrorts.. g 1.814 1.474 R s 2.109 v A
Exports in constant 1978 dol-

M T e T o 448 416 468 1.71 (4.19) 5,010 5, 044 .68
Imports in constant 1978 dol-

lars_ . 262 256 225 211 16.33 2,807 2.3
Balance in constant terms ... 187 160 243 16.68 (23.16) 2,137 (18.86)
Approved U.S. investment_ 0.08 1.46 2.61 (94.52) (96.93) . 80. 38 15.21
Approved U.S. investment as

a percent of total approved

foreign investment__ .- 0.46 2.94 B 1o 5 T OO oA i P s

1,923.6

Total U.S. investment

sincer 1002, . i e el . 666. 2 13.72
Total U.S. investment

as a percent of total

approved foreign in-

vestment since 1952 . o o e s 2, e 4 2058 S

SEC. IV—PRICE INDICES

GNP deflator (October-De-
cember)__ A by ST 5.96 . s . 4 R E T TR

Wholesale Price Index (1976 =
00 T 125.99 110. 89 . . . 121.11 13.84

100). .
Urban [:onsurne: “Price index

(1976 =100)_ 130.39 129.33 115.91 . 4 " 124,26 9.75
Export Fnce index (1976=

1 125.60 125.29 114.73 e x 122.55 11. 87

135.61 129.75 107.03 5 " s 121. 86 16,33

00)... et
Import Price index (1976=
100;
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KEY ECONOMIC INDICATORS FOR TAIWAN—Continued
[Millions of U.S. dollars unless otherwise stated)

Decem-

Item ber 1979

Novom-
ber 1979

Novem-  Decem-
ber-De- ber 1978-
cember  Decem-

1979, ber 1979,
percent percent
increase  increase

Decem-

ber 1978 1978

1979

1978 to

1979,
percent
increase

SEC. V—KEY PRODUCTION
FIGURES

Agricultural Production In-
dex (1976=100).___ _ —
Service Sector Index 1978=
100) (October-December).. .
Industrial Production Index
(1976=100)__ ___.. =
Power generation (mnlllon
kilowatt hours).___ __
Cotton yarn (1,000 bales)__
Man-made fibers (metric
tons)__
Plastic resins ( (metric Tons).._
Basic petrochemical feed-
stocks (metric tons). . _. __
Chemical fertilizers (1,000
metric tons)_____
Cement (1,000 metric tons)__
Auto tires (1,000 pieces).
Crude oil refined (1,000 kilo-
liters).____. . 1,167.8
Television sets (1,000 units)__ 523
Steel bars and structurals
(1,000 metric tons)._ . __ 299.9

1,482. 4

102.1
100. 00
1410

34, 432
1,973.0

6. 81
4.68

A (.32)
34,376 (5. 41)

97,357 (6.13)
109.4 : .31 1,3%6.1
1,071.8 L.78 11, 460.8
140 (6.43) 1,342

1,848. 1 (36.81) 18,790
462.3 486.5 13.13 7.50 7,046.3

281.6 301.2 4.28 (.43) 2,968.8

539, 907
400, 023

(21.11)

APPROVED MAJOR U.S. INVESTMENT IN TAIWAN, JAN, 1-DEC, 1, 1979

[In .S, dollars]

Investor

104, 1
107.31
152.4

37, 897
2,219.7

585, 550
422, 305

919, 685 1, 228, 708

1,391.7
11,874, 2

1,635

18, 367.3
5,827.8

3,401.6

2.55
7.31
8.09

10. 06
12.50

8.45
5.57

33.60

4.16

3.61
21,83

(2.25)
(17.29)

14.58

Purpose

(A) NEW INVESTORS

Rohm & Haas Co

General Electric Co. b
General Electric Co._. . _.._. E
Furgo US., Inc. ..

American Bechlﬂl inc.
NOK-USA, Inc.. :

Taiwan Machinery Distributing Co., Inc
Conair Corp..._....

Lynch Communications Systems, Inc
Gibbs & Hill, Inc e

Far East Electronics, inc

Subtotal
(B) OLD EXPANDING INVESTORS

Bristol International Research Co
Gulf Oil Corp
American Cyanamid Co.

General Instrument Cuw
Oak Industries, Inc._.
RCA internatmnal Ltd..
Dana Corp

Scott Paper Co. ... ......... TSR NN

Texas Instruments, Inc.
First National City Overseas Investment Cu;p

National Distillers & Chemical Colp s ona

Vidar Corp

Wang Laboratories, Inc.

Zenith Radio Corp ..
Johnson & Johnson Co....._.._ ...
Uniroyal, Inc

Hercules, Inc._ ..

Cargill, Inc

- Fuse wires

--- Punches, dies, knives, alloy-steel tools. ... ... _._._____
- Colors, dyestuffs, pigments_

Electric/magnetic switches and controls

- Steam turbines

Engineering designs =

Nuclear power plant designs. ... _.. ...
0il seals and proof release systems______
Engine lathes. - el

Hair dryers, :urlmg irons____

Data transmission equipment. .

Servicing electric power genmatnrs
Radios. . .......

Pharmaceuticals and nutritional products
PVC products, chlorine, caustic soda__

caveas-n-=-e. Chemicais, pharmaceuticals, agricultural gmduc'ls.,
Digital Equipment Corp_ .. .. ... ... :

Computer memary
Electronic components and circuits.
Electronic products_ _ ...

___ Color TV and electronic campunenls
- Axles, joints, shafts, clutches, gears.
_ Motorcycles, motors

Paper products

Integrated circuits. ... it i xR
Trust and investment services_
Polyethylene resins._

... PCM carrier and FOM station carrie
--. Electronic calculators. .

- Black and white TV

. Health and pharmaceutical products

Accelerators, antioxidants

- Polypmpylene

Animal feeds

- lon exchange resins, arcylic emulsions__________ ..

Amount
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MAJOR INTERNATIONAL LOANS TO TAIWAN, JAN. 1-NOV. 30, 1979
[Millions of U.S. dollars]

Borrower Loan value Term/years Rate

Lender/manager

8.5 Libor4-0.75.
4.0 Libor+2.75.

X plus U.S.

prime,
Libor+-0.69.
Libor--0.69.
NA.

U.S. Banks (chemical, manager). ... Taipower_._.._
AMEX.. oo oo oe eemeemmn ==~ 10 Shing Chemi
Industrial Bank of Rhode Island. ... Bank of Communications. ..
First National Bank of Seattle TALCO L
.- Taipower. ..cccnna-e
China Air Lines
i Chang Chushis S 2
Bank of America.. - envamaGhina Steel. -
Bank of America (manager).. ...
Morgan Guarantee TMMC
DO i emanamcana TOIPOWES oo e e e
Wells Fargo. ... ... - dos. e
Los Angeles Union Bank China Shipbuilding. .
A - China Steel. . ...~
.- Talpower. oo
China Air Lines
Tang Eng Iron Works...

- L e nd it
rorooco o

NA.
Libor<-7/8.
NA

o
Ll ol et el e
==
>

O S s
SPGREE
COoOoooORWYMkWERWINCOON®OO

-

e A
China Steel.
ato. .

13 g 0 P G

s

1.5.
Libor4-0.75.

NA,

Libar-+0.15.
Libor--0.75.
Libor--0.75.

Grindlay Asia..- ..o oo Taipower. ]
Saudi International .. BES Engineering- - --
Swiss Bank.... " Talpower. o oeeeee -
Hanover (manager). ... .- : _ China Steel.
13 loans from 9 U.S. private banks g

5 loans from EXIM

All United States_.

Japan EXIM.

5 other intern

#8883

Total, all sources........--

The Cramryan. Mr. Dean, during the past year the human rights
situation on Taiwan has been in the news—the Kaohsiung incident,
followed by the sedition trials, and Rev. C. M. Kao’s arrest. Could
you review these developments for us briefly and indicate what yon
see happening in the near future and what you believe AIT or our
Government should do, if anything?

Mr. Deax. Most of the concern expressed to us by various Members
of Congress and the public have revolved around the Kaohsiung
incident of December 10, last year. That was an incident in which a
riot broke out and many policemen were injured. Tt broke out as a
result of the organization of a Human Rights Day rally. Those who
organized the rally were arrested. Some of them were tried and later
convicted of sedition.

The institute received a very large volume of calls, large volume of
mail, expressing concern about these developments. The people who
expressed concern were worried about Taiwan’s future and its politi-
-al stability. We relayed these concerns to the Coordination Couneil
for North American Affairs. Frequently they were in the form of
Jetters from Members of Congress or from members of the public.

We have had several visits from various church groups— the
National Couneil of Churches, the Presbyterian Church, the Catholic
Church, the Methodists, and others. They are deeply concerned about
the arrest of Rev. C. M. Kao. He was arrested and indicted for har-
boring one of the defendants of the Kaohsiung trials who was later
sentenced to life imprisonment.
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The church groups have passed many resolutions and have visited
many Members of Congress also to express their hope that Reverend
Kao's plight will be brought to the attention of the authorities in
Taiwan. We have done that also.

The Cramyman. We have a continuing interest in that, as you are
well aware.

Mr. Deax. Yes,sir. ) _ _
The CHAmMAN. In a situation like that, how do you make your

representations to the Government without having any official status
or the ability to visit Government offices ¢ s

Mr. Dean. I make my representations here to the Coordination
Council for North American Affairs. The Council relays them back
to its head office, which then sends them to the proper agency or de-
partment. Similarly in Taipei we follow the same procedure.

The Crammax. With regard to arms sales, does AIT play any
role in deciding what arms sales will be made ?

Mr. Deax. We do not play a poliey role ; no, sir.

The Cuamyan. Do you provide advice in that area to our Govern-
ment or do you keep your hands off arms sales questions?

Mr. Dean. We relay the requests of the Coordination Council for
North American Affairs, which has a procurement section in Wash-
ington. We arrange for meetings and consultations where both sides
can discuss the issue.

The Cramaax. I believe the elections on Taiwan were held up last
year; is that correct ?

Mr. Deax. That is correct.

The Cramaan. Are there plans to have the elections now?

Mr. Deax. I might refer to Mr. Pratt.

Mr. Prarr. Elections were scheduled to take place just 1 week af-
ter the announcement of normalization of relations in December 1978
They were suspended and the Government explained they would be
rescheduled as soon as international and internal conditions would
permit.

They are now proceeding with a new election law which has just
been getting through the Legislative Yuan and they will be starting
planning for elections, and people are thinking basically in terms
of late autumn.

The Cramaan. Of this year?

Mr. Prarr. Of this year.

The Cramyax. I think the record of what has happened in Taiwan
does not substantiate the dire predictions at the time of normalization.
I would think there would hardly be good reason at this point to hold
up the elections. What other steps are planned for political reform on
Taiwan ? Do you have any comment on that ?

Mr. Pratr. The Government is obviously very concerned about sta-
bility not only on Taiwan but in the whole Western Pacific. They
have obviously seen fome very worrisome things oceur in Vietnam,
Iran, and events in South Korea have been of considerable concern
to the government there, not because they consider it is that close
a parallel, but nonetheless it is happening to a country with which
they have friendly and close relations. '
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So that political stability they consider to be of very great impor-
tance. Obviously they have gone through considerable jolts in the
normalization which have upse
try with which they have the greate
States. Therefore they are approaching
maintaining stability. 5

The problem which they face is the pace at which they go because
they are finding that there is not universal agreement by any means
within their own society as to the pace with which various aspects of
improvement should occur—freer publication, freer rights of as-
sembly. the rule of law rather than the rule by law, and, of course,
eventually elections and elections which become more meaningful and
eventually a greater role for the Taiwanese within the executive
branch of the government.

The government is well aware of all of these but it has to move
in manners which they believe will maintain the kind of stability
which will permit the vast majority of the population on Taiwan to
continue to benefit from economic and other advances which have
taken place. :

The Cramyan. You are aware there is a great interest in this
country in hoping that political reform will occur sooner rather than
later.

Mr. Pratr. The point you made earlier should be emphasized, and
that is that they must have a feeling of self-confidence which comes
from their believing that they are stable in their relationship with the
United States, also that the security situation in the Western Pacific
will be such as to provide them with the confidence to approach inter-
nal problems.

The Cramsax. I think they have shown a stability through this
normalization period, expansion of business and economics which we
have discussed this morning. That should give them a great deal of
confidence.

Mr. Pratr. We believe that is the case. They are more concerned
with that aspect than we are and they will use it occasionally to justify
a closer concern over the security aspect of the situation than we would
sometimes consider to be warranted.

The Cramyman. Shifting gears here, I understand that the facilities
you operate out of Taipei are not the best ones you have ever worked
out of. Are there plans to improve your physical working conditions.

Mr. Dean. Yes. The buildings which we now occupy on Hsin Yi
Road were in considerable disrepair when we rented them. Parts of
them had not been occupied for several years. We are gradually putting
them back into some presentable shape. T anticipate that this may take
a while because quite extensive renovations are required. We have
asked for funds for next year.

The Cramyan. You have asked for the money ?

Mr. Dean. Yes.

The Cramyan. What is the status of that ?

Mr. Deax~. I don’t know. There was a markup yesterday, I believe,
by the Senate Foreign Relations Committee.

The Cramyax. Did you request building funds in that or just reno-
vating funds?

t their relations with the single coun-
st political connection, the United

political reform in terms of
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Mr. Deaxn. Not building funds but renovations funds, and they were
rather minimal funds for renovation of the buildings.

The Cuamryman, Is that $250,0007

Mr. Deaxn. The amount of $250,000 that was discussed yesterday was
primarily for salaries, both American staff and Chinese staff salaries,
and other expenses. It had nothing to do with the renovation fund.

The Caamrman. One last question. You have had a lot of experience
in the past year in setting this thing up and apparently it is working
well and no one is too unhappy with it, which is a great mark of credit
to you and your staff. At this point, after a year of experience, do
you think there are any problems or any opportunities that we would
have if there were amendments to the original legislation or any
changes to the TRA that we should put through!?

Mr. Deax. I think the Taiwan Relations Act is very broad in its au-
thority. It has given us a great deal of support. I can’t think of any
specific recommendations that would improve it. I find it a very worth-
while and helpful piece of legislation.

The Cramrman. If you do have anything that you think should be
modified to make your operations more effective, let us know and we
will include that in the record, any comment you or the other gentle-
men might have.

Mr. Deaxn. Thank you.

The Crarmaran. We will keep the record open for statements from
other Senators and staff. We also have a staff report based in part on
their recent visit to Taiwan which is in draft stage now. That will be
completed and will be published as a separate committee print.

We have several statements that have been given to the committee by
other organizations that wish to have their views known. We will also
include these in the hearing record.

Gentlemen, we thank you very much. It has been a very informative
morning in both the executive and open session.

To the audience I apologize again, but occasionally we do have to
close meetings so we can hear the classified testimony and get it on
record for the rest of the committee to see in the transeript. We appre-
ciate your patience and attendance.

The subcommittee stands in adjournment.

[ Whereupon, at 12:15 p.m. the subcommittee adjourned, subject to

call of the Chair.]




APPENDIX

PREPARED STATEMENT OF WILLIAM N. MORELL, JR., PRESIDENT,
USA-ROC EcoNoMmic COUNCIL

Mr. Chairman and distinguished members of the Committee, I greatly appre-
ciate this opportunity to review with you some of the business aspects of our
relationship with Taiwan for the months and years ahead.

Well over 2,500 business officials and representatives of U.S. states concerned
with international business development have been associated with our Coun-
cil's activities over the past three to four years. This involvement reflects a
growing recognition that Taiwan—now becoming one of the world’s major trad-
ing nations—will clearly remain among our leading trading partners during the
decade of the 1950's.

I, of course, cannot speak for the views of our members but I am confident
nearly all would agree that without the Taiwan Relations Act, with its pro-
visions for Taiwan's security and with its protection for the legal aspects of our
business relationships, our trade prospects for the future would not be nearly
so bright. I would add to this the great importance I believe that businessmen
attach to the continuing support of the Congress and the American people for
a strengthening of ties between our two countries.

I realize you have been informed from many quarters that, despite the break
in our dipiomatic relations, 1979 was an exceptionally good year for Taiwan's
economy and for our commercial relations with that country as well. New records
were set in our trade and investment and in the growth and modernization of Tai-
wan's economy. But your interest and that of American business 1 am sure is
focused more on the future than the past.

Taiwan has many new programs and projects on stream for this decade that
will offer American firms and their many subeontractors large and very attrac-
tive openings for the sale of equipment, components, technology, and farm pro-
ducts as well as for joint ventures and engineering contracts.

U.8. banking and service institutions will also benefit. And of course all of
this feeds back into our economy through benefits in income and employment for
the American laborer and the American farmer.

The government on Taiwan and its many corporations have plans for the
eighties that call for an approximate tripling of eapacity in both power and
steel. Cargo tonnage through Taiwan's ports is expected to nearly triple. The
value of machinery output could increase as much as eight times. Petrochem-
icals, telecommunications, electronies and shipbuilding will all experience dra-
matic gains.

This decade will also see China Airlines flying from Taipei around the globe
and in international finance the ROC will be among the leaders in Asia.

Overall, present signs suggest that in the 1980's Taiwan could well rank num-
ber two in international economic activity among all the nations of Asia.

The Fifth ROC Special Procurement Mission in its swing around the United
States this spring signed contracts for around $2 billion worth of U.S. products
including large purchases of industrial equipment, grains, aircraft and coal. The
next decade will conservatively see a two-way trade (for these ten years com-
bined) of over $250 billion.

These business prospects have not escaped the attention of the state govern-
ments and many members of the Congress. They have been working hard to
encourage Taiwan to buy more in the U.S. and to make Taiwan more aware of
U.8. products.

Last fall, for example, our Council arranged for state officials and business-
men from all of the fifty states to attend a one-week trade and investment forum
in Taipei to introduce them to the Taiwan market. And next month we will have
some 450 to 500 Americans from state governments and the business community

(31)




32

at our Joint Conference in Taipei to explain, in some detail, business prospects
with Taiwan over the next decade. A number of members of Congress have beeu
very helpful in efforts to promote expanded economic ties aud to develop markets
for American products. Stroug support has also come from the American lnstitute
in Taiwan.

Unfortunately, the American Institute has been hampered somewhat—as has
the U.S. Department of Conunerce—in efforts to ferret out new business and to
help American companies resolve problems. Previously when we had diplomatic
relations with the ROC, U.S. Embassy officials were in close and frequent contact
with top economic and financial officials on Taiwan and were able to gain au
intimate knowledge of developments—both current and planned. Today, that is
not possible for reasons well known to the Congress. I would emphasize, however,
that the AIT has, within these limitations, coutributed commendably to the
success of American business both through its activities in Washington and on
Taiwan.

The most important event of the year for those firms involved in business with
Taiwan—our Fourth Joint Business conference—will take place in Taipei late
this month and AIT will have a significant role in this Conference. The Depart-
ment of Commerce, of course, cannot be represented under existing ground rules
within the Executive Branch.

The Europeans, however, are stepping up their trade promotion activities and
their presence on Taiwan in a variety of ways. Not only are new trade offices
being set up or old ones expanded but Buropean banking is establishing itself in
a significant way. Five European banks have recently been given permission to
put branches on Taiwan. They of course will help to strengthen the position of
European exporters.

The ROC knows of course that in the face of its diplomatie isolation and
growing protectionism abroad it must push for greater diversification among its
trading partners. The U.S. faced very strennous competition from the Japanese
in the seventies. Now we must confront the Europeans, the Canadians, the South
Africans and the Australians among others. It is important that our government
find ways to strengthen its support and that of the AIT for American exports
through all avenues including : tariff negotiations, EX/IM terms, identification
of business opportunities, assistance in resolution of problems confronting
American firms, developing means to guide and assist the small and medinm size
exporter, ensuring that existing treaties and agreements with Taiwan remain in
force as required by the Taiwan Relations Act,

Improvement in Executive Branch consultation with the Congress would in
my view be a major ingredient in strengthening the underpinnings of the U.8S.-
Taiwan business relationship and the confidence of American business in its
future,

One final word on the vital interrelationship between economie, political and
security developments affecting Taiwan.

In the past the dramatic pace of the ROC's economic progress has provided
substantial benefits both to Taiwan's security and to the welfare of its people and
has been a critical element in the political progress and stability of the country.
Similarly, security, political stability and political reform have been of critical
importance to the business confidence required—both domestically and abroad—
for Taiwan’s economie development. Obvionsly, these achievements are essen-
tially the result of decisions and efforts by the government and the people on
Taiwan. However, there may be opportunities in the future when Congress and
the Executive Branch can be supportive to Taiwan's efforts to maintain stability
and to achieve further political progress.

Economic and social developments, which are the areas most discernible to
those of us concerned with business activity, appear to be moving ahead steadily
and solidly to the benefit of the general population. Taiwan has one of the very
best records of all developing countries of the world in the pace of its social
gains as measured by per family income, equitable income distribution. eduea-
tion, health eare. land reform, housing, availability of food and clothing, job
security, availability of telephone, eleetrical services, TV and radio, ete. All
of these gains, along with the exceptionally strong economic and financial situa-
tion on Taiwan will certainly contribute to continued stability in the future.

We are encouraged too by the expectation that the Congress will continue to
play an attentive role in ensuring that the provisions of the Taiwan Relations
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Act are carried out in the spirit intended and that it will eontinue to have a
salutary involvement in decisions affecting the general relationship between éur
two countries. X

PREPARED STATEMENT OF PrOFESSOR PETER P. CHENG, UNIVERSITY OF NEBRASKA-
LixcoLn, oN HuMAN Ricurs Uxper CHiaNe CHING-KUO REGIME

At the tail-end of Ching-Ming tomb-sweeping day (April 5, 1975), 87-year-old
Generalissimo Chiang Kai-shek breathed his last at 11 :00 p.m. in Taipei suburb
of Shi-lin. On April 28, his son Chiang Ching-kuo, was unanimously elected Chair-
man of the KMT Central Committee at an extraordinary plenary meeting of
the party’'s 10th Central Committee. Thus, the Chiang Ching-kuo era began
with some political relaxation. The releases of 3,600 convicted prisoners were
announced on July 14, and in early October, the Minister of Defense made it
known that Lee Ao, Hsieh Tsung-min and Wei Ting-chao would be released
within one or two years. Furthermore, Chen Yu-shi, a former political prisoner
with a master’s degree from the University of Hawaii, would be allowed to
return to the university to resume his study. The regime also tolerated a new
magazine, Taiwan Chen-lun, to discuss topics ranging from a farmer protest to a
critique of the famous Chinese novel, Water Margin. The editorial board included
independent legislators Kang Ning-hsiang and Huang Sin-chien.

Liberal winds blowing through 1975 to consolidate support for the regime
came to a quick end. In 1976, an election to fill 37 seats in the Legislative Yuan
set the atmosgphere for domestie polities in Taiwan, Although four “independents’
won seats, a question remains to be answered : Was the election fair and free?
An independent candidate, Pai Ya-tsan, planned to eampaign but was arrested
ten days before the start of filing, because he raised 10 sensitive political issues
with Chiang Ching-kuo. Another independent eandidate Kua Yuehsin, claimed
polling in his constituency was rigged. The third independent candidate, Yen
Ming-shen, called for the end of martial law, and was arrested along with his
campaign manager, Yang Chin-hai. The regime has clearly expressed the limita-
tions on dissent. On December 28, 1975, the Taiwan Cheng-lun was banned. The
former deputy editor, Change Chin-tse, was tried in early 1976 on charge of
taking kickbacks (allegedly having accepted $125 from local contractors) while
serving as a loecal official some years previously and was sentenced to ten years.

Taiwan's human rights policies drew attention in mid-June, 1977 when U.S.
Representative Donald Fraser conducted subcommittee hearings on human
rights in Asia. Chan Chin-tse and Wu Ming-hui testified at the hearings. Both
claimed they had been harassed while in Taiwan and had fled Taiwan to protest
the “gang of dictatorship” of the KMT regime. Inside Taiwan, hundreds of
Taiwanese stormed on November 19, 1977, a police station in Ghungli, accusing
the government of corrupting the loeal elections. The inecident showed the dyna-
mism and tensions of the island society as Taiwanese rejected the KMT dicta-
torial rule.

Conjecture as to whether or not Chiang Ching-kno woud run for the Presidency
in 1978 ended when incumbent President Yen Chia-kan announced to a January 7,
1978 meeting of the KMT Central Standing Committee that he wished to support
him in the 1978 presidential election. He was duly nominated by the KMT Central
Committee Plenum on February 15, elected by the National Assembly on March 21,
and inaugurated on May 20. In March, the Ministry of Interior warned the
Presbyterian Church, which in August 1977 had published “A Declaration on
Human Rights by the Presbyterian Church in Taiwan,” not to engage in further
political activities. Police also seized ten thousand copies of a bhook about the
“November 1977 elections.” In September, the regime foreed the owners of Taiwan
Jih-pao (Taiwan Daily) to sell to a new owner with close links to the Ministry
of Defense. The scheduled December 28, 1978 elections were postponed after
President Carter, on December 15, announced that, in effeet, the U.S. government
had accepted Peking's terms for normalization,

On January 21, 1979, the regime arrested Yu Teng-hua and his son, Yu Jui-
ven, and charged them with “knowing a Communist and not reporting it" and
“propagandizing for the Communists.” The trial in a military court of the Taiwan
Garrison Command began on March 9 and on April 16 the court sentenced the
fifteen persons involved in the case after a very unfair and obscure trial. Wu
Chun-fa received the death penalty while 76 year-old Yu Teng-fa received an
eight-year prison term. Yu Jui-yen was sentenced to two years, but this was
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commuted owing to poor health. On May 28, the Taiwan Garrison Command
announced the reaffirmation of all the sentences by the highest military court as
well as the execution of Wu that morning.

The Yu Teng-fa arrest led directly to the second important case, the impeach-
ment and suspension of Taoyuan county executive, risu Hsin-liang, On Janu-
ary 22, the day of Yu Teng-fa's arrest, Hsu Hsin-liang and several other prom-
inent nonpartisans went to Yu's home village as weil as Kaohsiung city where
they marched to protest the arrests, The next day the Taiwan Provincial Gover-
nor went to Taoyuan to investigate and the rollowing day the Control Yuan
announced an investigation centering on Hsu's taking leave without permission,
participating in an illegal demonstration, and signing leaflets that libeled the
regime. In late April and May the Control Yuan considered the charges. On
June 29, the Committee on the Discipline of Public Functionaries decided to
suspend Hsu Hsin-liang from office for two years. The regime allowed Hsu to
travel overseas and on September 30, he left with his family for a year's study
in Japan, the U.S., and Britain, promising to return and complete the final six
months of his term in June 1981.

In November, 1979, the active nonpartisans, who were connected with For-
mosa, an outspoken monthly political magazine, requested permission to hold
an evening torchlight rally and parade in celebration of World Human Right Day,
December 10. Security personnel withheld approval on a weak ground that a
magazine did not have any business organizing public demonstrations. The group
went on schedule, without permission, gathered outside the Formosa office in
Kaohsiung to hold the rally and march, Their political aims were to voice:
parliamentary reform so that representation reflects the constituency governed ;
direct election of mayors and the Taiwan provincial governor; an independent
Judiciary ; dissolution of martial law; removal of KEMT control from schools,
military and courts ; amnesty for political prisoners; and freedom of speech. The
rally turned into the most violent riot in Taiwan’s recent history when the
crowd had confrontation with military police. A total of 25 opposition leaders,
including Huang Hsin-chieh, and the magazine's publisher were arrested. The
magazine was banned. The arrests represent one-third of the opposition leader-
ship. It was by far the largest government crack-down ever.

The first political assassination in 30 years occurred in Taiwan on Febru-
ary 28, 1980, the anniversary of the 17 Taiwanese rebellion against KMT rule.
The mother and twin daughters of an opposition provinclal assemblyman were
stabbed to death in their home. The assemblyman, Lin Yi-hsiung, is one of eight
people indicted for sedition in connection with the December riot in Kaohsiung.
Since the murderers (or a murderer) have not been arrested, this led to strong
speculation that the regime was involved in a conspiracy. Lin was released on
bail after the incident, Since his release, Lin has revealed to confidents, that his
prison treatment was far from benign, as claimed by the Taiwan Garrison Com-
mand. He was Kept in soiltary confinement. He was deprived of sleep and beaten
up, after which he signed a forced confession admitting he took part in a con-
spiracy to overthrow the government and that he had incited the crowd to
violence at Kaohsiung.

Talwan’'s most sensational political trial of the post war era opened on
March 18, 19580 with eight defendants charged with sedition in connection with
the December riot in Kaohsiung. Anyone would hardly accept a verdict of
sedition, because apart from confessions which were generally believed to have
been extracted by illegal means, no evidence has been produeed by the prosecution
to sustantiate the sedition charge. In response to the charge that the riot was
organized with the aim of overthrowing the government, defendant Yao Chia-wen
asked in court: “Judge, do you honestly think that we would attempt to over-
throw the government with sticks and bamboo torches?”

There was little surprise among most ohservers over the sentences handed down
on April 18, 1980. Shih Ming-teh, the alleged mastermind of the riot, received a
life sentence ; Huang Hsin-chieh, the 52-year-old legislator who, is was claimed,
set up links with the Communists with an eve to eventual unification, received 14
years; and Yao Chia-wen, Change Chung-hung, Lin Yi-hsiung, Lin Hung-hsuan,
Lu Hson-lien and Chen Chu were all sentenced to 12 yvears. “It is as if the trial
never took place,” commented one observer, “None of the witnesses favorable to
the defense were called, and none of their claims was checked.” In its 24,000-
word decision, the court repeatedly brushed aside defense eclaims, objections and
requests for further investigation, and quoted again and again statements made in
the indictment and the defendant’s earlier confessions as the basis for its actions.
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The court has based its charge of sedition largely on confessions which all the
defendants repudiated in public testimony. One observer from a human rights
organization commented that these confessions would be thrown out of court in a
western trial.

A clear-cut case, based on the records of the last six years, can be established
for paying closer attention to the human rights violation by the regime. In this
respect it is proper to urge all who believe in human rights as a solid foundation
for demoeracy to support Congressman Stark’s proposed resolution ( H. Res. 603).
The resolution reads as follows:

90TH CoNGrESS, 2p SEssionN, H. REs, G603
RESOLUTION

Urging closer attention to the human rights situation in Taiwan before fur-
ther military sales or assistance is provided to the Taiwanese authorities,

Whereas Taiwan has experienced over thirty years of martial law and is gov-
erned by the oldest martial law regime in the world;

Whereas native Formosans constitute 85 per centum of the population on Tai-
wan yet have only 10 per cenlum representation in the national government ;

Whereas the United States has recognized the People's Republic of China
gince January 1979, while the authorities on Taiwan still claim to represent
mainland China ;

Whereas Amnesty International, the International Labor Organization, and
the International League for Human Rights have monitored and reported human
rights abuses on Taiwan ;

Whereas the Taiwan authorities have consistently refused to hold elections
which were postponed following news of normalization of relations between the
United States and the People’s Republic of China ;

Whereas in a recent wave of political repression over two hundred people
were arrested and detained following a rally commemorating the thirty-first
anniversary of the United Nations Universal Declaration of Human Rights ;

Whereas the leaders of the democratic opposition in Taiwan have been held
incommunicado, and the Taiwanese authorities have refused to allow inter-
national organizations to investigate the widely eirculated reports of torture
and prisoner abuse, thus denying these leaders their civil and legal rights;

Whereas charged of sedition are being pursued against eight leaders of the
democratic opposition, a capital crime which is not commensurate with their
alleged civil erimes of parading without a permit and rioting.

Whereas those arrested include writers, publishers, lawyers, politicians, medi-
cal specialists, feminists, human rights activists, and members of the Presby-
terian Church;

Whereas church officials associated with the Presbyterian Church and partie-
ularly the Taiwan Theological College have been intimidated following their
call for an independent Taiwan ;

Whereas on April 12, 1979, sixty Taiwanese leaders of the democratic opposi-
tion issued a statement called for the admission of Taiwan to the United Nations
as an independent state ;

Whereas native Formosans are denied representative participation in their
government and are denied a significant role in determining their future;

Whereas martial law necessarily denies the fundamental rights and liberties
that free people are entitled to;

Whereas the Taiwan Relations Act, enacted in April 1979, states that the
“preservation and enhancement of the human rights of all the people on Taiwan
are hereby reaffirmed as objectives of the United States;” and

Whereas Taiwan has a large military establishment in existence, and recently
obtained from the United States military equipment valued at $280,000,000 :
Now, therefore, be it

Resolved, That the House of Representatives—

(1) expresses its great concern over the denial of eivil, legal, and political
rights of the political prisoners currently being held in Taiwan :

(2) expresses its great concern over the abuse of civil, legal, and political
rights of the native Formosans; and

(3) strongly-urges closer attention by the United States to the human vights
sitnation in Taiwan before any further military sales or assistance is provided
to the Taiwanese authorities.
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PREPARED STATEMENT OF STEPHEN DIAL, ASSOCIATE, INTERNATIONAL HUMAN
Ricuts Law Group, WasHiNeTON, D.C,

Mr. Chairman and members of the Senate Foreign Relations Committee, this
statewent is presented on behalf of the International Human Rights Law Group,
i nonprofit, legal organization established in September 1978 by the Procedural
Aspects of International Law Institute with the assistance of funding from the
Ford Foundation and the Rockefeller Brothers Fund. The Law Group, assisted
by its Advisory Board of distinguished international lawyers and scholars, as
well as by concerned lawyers from the D.C. Bar, seeks to promote human rights
by providing pro bono legal services and educational programs in the field of
international human rights law and procedures.

One of the fundamental concerns of the Law Group is the international ob-
servance of human rights norms. Thus, we cooperate with and assist other non-
governmental organizations such as Amnesty International in monitoring human
rights violations and utilizing national and international legal procedures for
their redress, For the past several months, the Law Group has been concerned
with the precarious situation of human rights in Taiwan and wishes to present
this background testimony to this Committee for consideration in its oversight
of the Taiwan Relations Act of 1979.

The island of Taiwan has now been under martial law for over thirty years;
it is the nation with the longest continuing period of martial law in the world.
The state of seige and martial law, declared by the Kuomintang (KMT) authori-
ties on Taiwan in May 1949 and maintained up to the present, is allegedly the
consequence of the “extraordinary period” in which the KMT seeks to “suppress
rebellion™ on the Chinese mainland and enforce its elaim that it is the sole legiti-
mate representative of the Chinese people.

The state of siege of Taiwan impacts on the human rights of the Taiwanese
people, particularly those people of Hokkienese or Hakka stock who are indi-
genous to Taiwan and who make up 86 percent of the island’s population, in three
principal ways:

1. denial of general elections;

2. abrogation of rights, such as freedom of the press, speech and assembly,
which are formally guaranteed by the Constitution of the Republic of China
(whose government the KMT authorities claim to constitute) adopted in 1946 ;

3. the trial of political offenders by in camera military process which relies on
secret proceedings, forced confessions, and denial of adequate representation by
counsel.

The effect, if not the intent, of these human rights violations is to deny the
people of Taiwan their right of self-determination.

In the space of a little more than a year, Taiwan has reached a critical phase
in terms of human rights, The announcement of the withdrawal of diplomatic
recognition from the KMT regime by its most important remaining ally, the
United States, on December 16, 1978 touched off a succession of events which has
raised serious questions about the KMT regime's professed commitment to polit-
ical liberation and human rights on Taiwan.

The first setback for human rights followed almost immediately the U.S.
derecognition of the KMT regime. Despite pleas by opposition leaders K'ang
Ning-hsiang and Wang Jao-tsan that the regime not take any action contrary to
democratic practices in the face of the new Sino-American ties, it was announced
that “supplementary” elections for the national legislative Yuan to be held on the
21st of December were suspended indefinitely.!

Although the official reason given for the “postponement” of the election was
the state of emergency created by the U.S, derecognition, the KMT authorities
may also have been concerned that the election results could be unfavorable to
the KMT candidates, in view of the severe blow to KMT legitimacy that derec-
ognition constituted and the fact that opposition condidates had garnered 40
percent of the popular vote in local elections in 1977.°

1 The Legislative Yuan or Branch of the government of Talwan, nominally the legislature
representing districts throughout China, is composed of some 840 life members elected In
1948 on the Chinese mainland plus a much smaller number (22) of “supplementary’ seats,
created to make up for the dem'se of certain of the older life members. The “supplementary”’
;Ielléllinnsﬂh:we been scheduled every three years since 1969 ; the last such elections were

eld in 19735.

2 Eleetion reform in general is a topic of great interest to the Taiwanese. The old
election code in effeet for more than thirty years {s not only undemocratie, it Is also of
questionable legal authority, s'nee it is only an administrative regulation. The draft Electlon
and Recall Code recently issued by the Interfor Ministry of Taiwan was drafted with no
participation from onposition leaders and there have been complaints that it Is even more
antidemocratic than the old code.
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Initial protests by opposition leaders and ealls for increased democracy were
met with swift repression by the KM'T's internal security organs, On .!:m}mr_v _,:l,
1979, after participating in an “Opposition National Affairs Deeclaration” calling
for peace, democracy and the self-determination of the Taiwanese people and
before convoking a mass opposition rally in Kaohsiung, Yu Teng-fa, a former na-
tional assemblyman and Kaohsiung magistrate, was arrested along with contacts
with an alleged communist agent.” Despite an announcement that an “open” trial
would be conducted, neutral observers were denied entry during most of the
course of the trial, which was presided over by a court martial. Primarily on the
basis of the “confession” of a “communist agent”, WuspTaian Yu was sentenced
to eight years in prison.

In the wake of the trial of Yu Teng-fa on March 9 and his convietion on April
6. 1979 there was increased opposition activity, chiefly in the form of opposition
rallies * and dissident publications.” The KMT regime in violation of the principles
of freedom of press and assembly laid out in the 1946 Constitution, has used many
pretexts to interfere with and redress such activities.

The most notorious recent example of KMT political repression and human
rights violations is the sedition trials of eight staffpersons of Formosa magazine
in connection with the Kaohsiung incident of December 10, 1979. Formosa maga-
zine was first published on August 16, 1979 by a number of respected opposition
figures, including Assemblyman Huang Hsin-chieh, feminist attorney Lii Hsin-
lien, literary figure Wang T'o and County Magistrate Hsii Hsin-liang, The
publication was an instant success: ifs cirenlation, starting at 45,000, doubled in
only three months, making it the most popular magazine in Taiwan.

The appearance of Formosa magazine brought political discussion in Taiwan
to an unprecedentedly open level. To its credit, the KMT government even al-
lowed two seminar debates to be held on econtroversial national issues in the early
autumn of 1979.

Unfortunately, the KMT's tolerance of Formosa magazine's free-ranging treat-
ment of controversial topics lasted for only about two months. Soon, unidentified
“anti-communist patriots” sent threatening mail to the offices of the magazine
and launched attacks on several of the magazine's branch offices. Copies of the
magazine were confiscated at several sales outlets by the police for obscure
reasons,

On December 10, 1979, staff members of Formosa magazine sponsored a rally
for International Human Rights Day before the magazine's Kaohsiung office.
When riot police blocked the path of a proposed march, a melee ensued in which
demonstrators battled with police until late into the night.’

In the aftermath of this incident, police not only shut down Formosa magazine
and a sister dissident publication The Eighties but conducted an islandwide
roundup of opposition figures, not all of whom have yet been accounted for, Eight
individuals, ineluding some of the most important figures on Formosa magazine's
staff, were indicted two months later on charges of sedition, which ecarries a
maximum penalty of death.

The indictment for sedition incorporated unsubstantiated charges that the
defendants had staged the Kaohsiung incident in order to carry out a conspiracy
for the violent overthrow of the government, and an incredible accusation that
the most prominent defendant—IHuang Hsin-chieh—had conspired with an ac-
quaintance to profit from a scheme to import fried eel from mainland China in
order to finance a revolution. The charges, as with all that allegedly involve
sedition, were set to be tried before a military court.

3 7This charge 1s a favorite KMT device for dealing with opposition figures. On Talwan,
the practice Is referred to as giving the accused a “red hat” to wear.

4 An example of this activity and KMT repression of it is the abortive Talchung rally
of July 28, 1979 In which a gathering called by opposition leaders was broken up by pollce
wlelding electric prods and fire hoses

5 Under a June 14, 1951 administrative order of the Executive Yuan (which purported
to find that the number of publications on Taiwan had reached a “saturation point™),
grants of publication lcenses are strictly regulated. Publication of dissident journals is
often suspended by ‘nvocation of this order: since the U.S. derocognition of Taiwan,
opposition magazines such as “China Tide Menthly,” “New Generatlon,” and ‘““The Lengthy
Bridge” have been shut down, each for one year, Attempts to publish “nnderground’” news
papers can lead to arrest; on August 7. 1979, the Taiwan Garrison Command halted publi-
eation of snech a newspaper—Ch’ao-Liu (“The Time")—and detained members of fits
staff. Ch'ao-Lin had enjoyed a readership of thousands,

¢ Indieations are that the disruption may have been instirated by KMT agent-pro-
voeatenrs. The KMT ¢'aim that 183 police were injured in the disturbance has been widely
disputed by independent sourees.




38

Although the authorities consented to open the trial to third party observers
as a gesture of fairness, much that was revealed during the course of the trials
demonstrates a lnck of fundamental due process guarantees in trials conducted
of political offenders in Taiwan. The prosecution’s case was based on certain
“confessions” which the defendants had allegedly given upon interrogation, yet
during the trial each defendant retracted his confession and claimed it had been
extracted through threats and sleep deprivation.?

Defendant Huang Hsin-chieh was denied an opportunity during the trial to
confront the witness aganinst him—the mysterious co-principal in the alleged
fried eel scheme (indeed, the individual, Hungchik-liang, had not even yet been
tried at the time of the trial of the Kaohsiung defendants).

Despite these fundamental discrepancies in the case made by the prosecution,
the military court dismissed’ the defendant's allegations of forced confessions
and accepted the prosecutor’s contention that “the evidence clearly showed that
the eight were guilty of sedition.” The eight defendants received sentences
ranging from 12 years to life clearly express given the totality of the record
in the case.

The trial of the Kaohsiung Incident defendants has evoked condemnation
from around the world of the KMT's suppression of the opposition and disregard
for human rights, yvet the KMT appears to be continuing its campaign of re-
pression, Another opposition journal, The Asian, published by the respected
opposition leader K'ang Ning-hsiang, has recently been suspended for a year;
it had reported extensively on the course of the Kaohsiung Ineident trial. On
April 25, the Reverend . M. Kao, a minister in the Presbyterian Church and
opposition leader for ten years, was arrested and charged along with others
of sedition—harboring one of the Kaohsiung Incident defendants before his
capture.

The Central News Agency in Talwan has already announced that trial of
individuals indieted under that charge will not be open to neutral observers,
revealing a retreat from the relatively more liberal procedure of the Kaoh-
siung Incident Trials. In view of these most recent developments, the outlook
for progress in human rights on Taiwan appears bleak. Consequently, we re-
spectfully recommend that this Committee closely monitor developments in
Taiwan and, should the human rights situation in Taiwan continue to worsen,
we recommend that a re-evaluation of U.8.-Taiwan relations be undertaken in
accordance with U.S. human rights policy.

PREPARED STATEMENT OF PROFESSOR RICHARD KAGAN®

My topie is the issue of human rights and human rights violations in Taiwan.
In order to talk abont the state of human rights in Taiwan, we first of all have
to distinguish three types of hnman rights—all of them related. The first type
is the human right of personal integrity. This means that individuals have the
right not to be subjected to state coercion and violence (except in certain well-
defined cireumstances and according to well-established procedures) e.g. in-
carceration without proper judicial procedure, or the use of torture and sensory
invasion (deprivation of food and sleep) to extract confessions from accused
individuals.

The second type is political rights—the right to be able to choose one's own
government, the right to have free elections, free political organizations, freedom
of speech, and fair and open trials. ,

The third type is economic rights—the right to fair working conditions, rights
protecting migrant workers, fisherman, women workers, and the right to have
an economy which promotes equal economie development.

All of these rights are spelled out in various covenants and declarations by
the United Nations or the International Labor Organization. They are rights

7 Interrogators had warned defendant Lin Yi-hsiung that It would he “disadvantageons”
for his family members if the circumstances of his !nterrogation were revealed. Shortly
after Mr. Lin's mother told a Japanese correspondent of the duress applied to Mr. Lin
during interrogation, Mr. Lin's wife and two young daughters were murdered in thelr
Tainel home.

*Professor Richard Kagan was in Talwan nas an observer during the trial of the
Kaohglnng eight, Professor Kagan is a professor of History nt Hamline University, St
Paul, Minnesota.
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which, when the Republic of China was a member of the U.N. the Ilepth[c
of China did not publicly disclaim. It has still not disclaimed the legal proyisions
that it had agreed to during the time it was in the _l_‘_nited '.\‘u_.tiuns. Even
though the Republic of China is no longer in the United Nations, it can
still be considered as bound to the agreements it made then. This is a very
important point to make because one of the main arguments that Republic of
China officials present to people like myself, Ramsey Clark and others is that
we are “interfering” in their internal affairs. The main issue here is ihat the
Republic of China has agreed to adhere to the principles in the United Nations
and therefore these are not just internal affairs. These are parts of international
covenants to which the Republic of China, as well as other nations, have agreed.}

I want to look at the record on the basis of three different types of rights that
all come under this definition of human rights. Specifically, I will use the case of
the Kaohsiung Eight trial. 'lhe ineident in Kaohsiung in southern Taiwan on
December 10, 1979—according to various reports, many of them conflicting—
resulted in a riot in which, it was reported on December 11 and 12, both eivilians
and police were injured. By December 13 we were told that this riot—the result
of a human rights demonstration—had injured 83 policemen, and no civilians at
all. Finally the government argued that the organizers of this demonstration
had seditious intent, That is, the Taiwan government contended, the intent of
this was to overthrow the government of the Republic of China. Consequently,
there was an island-wide arrest of people either directly or indirectly involved
in the demonstration: as we were told later, it did not really matter if you
were there or not. The demonstration was not the culpable act; it was the
intent of the persons arrested.

On December 13 the arrests began, numbering at least 100-150 known persons.
About 40 days later, eight of those arrested were indicted for sedition to be
tried before a military court and the rest of the people were to be tried in a
civilian court. The eight who were accused of sedition were tried in a military
court with a small number of seats allowed for foreign correspondents, foreign
press, and international human rights groups. It is these trials and the arrests
of Bruce Jacobs and Reverend Kao that 1 will focus on,

This trial of the Eight resulted in indictments based upon forced confessions
which led finally to the convictions of the Eight. One person received life im-
prisonement, one person received fourteen years in jail, and the rest received
twelve years each.

1 want to talk about human rights and these individuals according to the cate-
gories 1 established at the beginning of this statement. The first category is the
right of personal integrity. In this case, all of the evidence supports the fact
that these people were tortured by one means or another. Lin Yihsiung appears
to have been tortured by being kicked in the stomach and in the leg. When he was
released from jail temporarily, he was in the hospital with an emotional break-
down, and people who saw him there pointed out that he could not walk to the
bathroom unassisted, that he limped, and that he suffered from bruises and from
blows to his body that had been inflicted during the time he was in prison.

During the trial, almost all of the defendants claimed that they had suffered
from sensory invasion. They all had been kept up for a period from four to eight
days, day and night, with very little sleep. They had been threatened with exe-
cution. Lu Hsiu-lien, elaimed that she was shown the picture of an executed
“eommunist spy” &2nd was told the same would happen to her if she did not con-
fess. The consequences of this \pressure is perhaps made elear by the fact that
of these eight people—all of them very strong willed, all of them very independ-
ent, very proud and intellectually and personally very strong and able people—
four of them, to our knowledge, either told their relatives or their lawyers that
they had contemplated suicide, that the pressure on them was so great while they
were being held in prison that they could not take it any longer.

One person claimed that he had been tortured, that his confession had been
forged, but he would not go into further details because it would harm the honor
of the Republic of China. One other person, a ninth who was arrested with the

1 The issue of meddling in internal affairs of the Republic of China iz a very issue-
specific argument. The Republic of China does not offer that argument when the United
States becom s involved in issues such as agricultural development, industrial develop-
ment, industrial import and export trade, other forms of commereial trade and banking.
but only in this one area of human rights. And in that area the Hepublic of China Is
extremely defensive.
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eight at first and subsequently released, had bit his tongue off in an attempt to
commit suicide. When I was in Taiwan, I asked formally for permission to have
a doctor examine the wound and I was not allowed that permission, I also visited
his place of residence and his wife told me that he was afraid to see me even
though he was a friend of mine. She told me that there were secret police around
the house and that I could not go in. She was desperately nervous and afraid
for their safety,

All evidence that we have points to the fact that there was a tremendous
amount of pressure, either physical or through sensory invasion, on these prison-
ers. I might add that we, and many other people who went to Taiwan, asked
to be able to interview the prisoners, but we were not allowed to do so. One group
from Amnesty International was allowed to look at the prisoners through a
one-way mirror with a photograph in their hand to identify the prisoners who
were there and what they looked like, but they were not allowed to talk to them.
We refused that invitation because we did not think it was humane to look at peo-
ple through a one-way glass, which we considered another example of deprivation
of a human right, that of privacy.

The confessions which were produced from these people were not released for
forty days. According to international legal principles, any confession which is
produced after eight hours is not valid. That is true in the United States as a
matter of due process and it is also part of international legal principles and
covenants.?

Included in the second human rights category is the right to a fair trial. Al-
though the trial of the Kaohsiung Eight was public, such other politieal trials in
Taiwan have not been public. Therefore, there is not a consistent pattern. More-
over, in the trial of these Kaohsiung Eight, there were a large number of restrie-
tions on the witnesses. First of all, every request the defendants made to eall in
defense witness or to interrogate their accuser was refused. The government dis-
allowed any cross-examination or any evidence impeaching inculpatory exhibits.
In one instance, the prosecution in the trial produced a booklet of photographs
of certain of the defendants talking to the demonstrators on the night of the
Incident through bullhorns. The prosecution claimed the photographs depicted
the defendants inciting the erowd to riot. However, tape recordings made during
the Incident of those very defendants exhorting the demonstrators to calm down
and to refrain from attacking the police were not allowed into evidence by the
court martial.

In fact, Lin Yi-hsiung had not arrived in time for the demonstration but the
government argued that he had the intent of being there and therefore he was
guilty with everybody else,

Although there were pictures showing individuals actually hitting the police
with poles, none of these particular people were indieted. Of the 65 or so
arrested on the spot, about 45 percent or 50 percent of them were released the
next day and have disappeared. The view of people in the Opposition is that these
people were government provocateurs—that is, people hired by the government
to attack the police?

The government, therefore, did not allow a fair trial by any means or any
standards, whatsoever. In faet, the government was only trying to prove that
these eight had the intent to commit sedition—not that they actually did.
Every time that it was pointed out that a defendant wasn't there at the
Incident or that no violent instruments were used or that there was no specifie
plan to overthrow the government, the government retreated into saving essen-

2 One of the *nteresting aspects of the confessions is that substantially they were word
for word the same—not just in deseribing their intention to commit sedition or sabotage,
but alse the same in the description of their personal feelings. In other words, each one of
them claimed to be repentant, and to feel sorry for what they had done, to show contrition,
and each of them in very set, almost ritual'stic, phrases,

21 might add that this is not the first time that this has occurred. When T was there
in 1978 In July on the anniversary of the Mareo Polo Bridge incident of 1937, there were
agent provocatuers in the andience who provoked fights with people, Some offices of
Formosa Magazine had be-n destroyed by ganes of people who elaim that they were acting
In anti-communist leagnes even before the Kaohsiung Inecident. Indeed, the night before
December 10, two people were arrested and bheaten up by the police %o badly that they
required emergency medical attention and nobody was ever brought to acconnt to that.
In other words. for the last two years. there has heen a serles of bullvings, beatings.
destructlon of pronerty. and attacks on people which have gone on without anv arrests or
convictions. The Opposition peaple claim that ther did not know who the penple were
who were beating ‘the police. and. in the pictures themselves that the government had
taken. these peonle were not {dentified. T could not find out mvself who they were and, to
my knowledge, they have not been rearrested or brought to trial or indicted.




41

tially that all that mattered was the intent of the person or what the person
thought or believed, without giving any evidence of what the person thought
or believed, This type of reasoning is a definite attack on freedom of assembly,
freedom of speech, and freedom of political organization.

The third category of human rights—economic rights—perhaps the most
important, and is one area that is usually overlooked in all American reporting
of Taiwan and most American journalists’ reporting of human rights in general.
These are rights which involve equitable economic development. The Koahsiung
Right defendants had organized a journal called Mei-li Tao or Formosa Maga-
zine. All of the people associated with that journal were primarily middle-class
professionals. One woman was a lawyer and one of the leaders of the feminist
movement in Taiwan. She had set up a hot line so women could call in to give
their complaints about the way their husbands treated them.

This phone line was constantly jammed by noise and static and finally was
removed from her office. The six or seven books she either wrote or edited were
banned, and she was considered one of the major enemies of the regime for her
feminist stand and for her human rights stand as well as for her legal abilities.
Three of the men on Formosa Magazine's staff were lawyers, two of whom
were distinguished human rights lawyers and social service lawyers. Two of
them had worked in California with Legal Aid, and returned to Taiwan to
establish the first set of legal services for the poor in Taiwan.

The other individuals were all active in what could be called the “New Eco-
nomic Demands” of the middle-class and the farmers in Taiwan. These demands
include such policies as the right to strike—at the moment anyone who leads
a strike ean be arrested and punished with execution—and the right of collec-
tive bargaining. They argued for a better price system for the farmers because
the farmers in Taiwan are in desperate economie straits. Many of them are
either in debt or have to go to the cities to hire out as workers. The
Kaohsiung Eight also advocated an economic system protective of Taiwan's
environment. Currently, out of the 21 major rivers in Taiwan. 18 of them are
so severely polluted that almost nothing will grow in them at all. A recent study
has shown that 73 percent of the ehildren in Taiwan carry infectious parasites.
There are areas in Taiwan where the children are hard of hearing because of
noise pollution.

The government so far has obstructed any major reforms dealing with environ-
mental quality. In fact, one man who criticized the continued building of twelve
nuclear reactors on earthquake-prone Taiwan was arrested and his journal was
banned.

All of these matters above are subsumed by the third type of human rights—
that is the right to fair and equitable economic development. The Kaohsiung
Eight have a tremendous constituency in the cities, in the countryside, among
farmers, among workers, and even increasingly among women, particularly
professional women, for their advoeaey of these economic rights.

The most popular demand put forth by the Kaohsiung Eight was for the
creation of a constitutional government, and the end of martial law. This would
mean the establishment of a government which reflected the constituency of all
Taiwan and not the limited constituency of the Republic of China. T might add
here that the constituency of the Republic of China last had national legisla-
tive elections in 1948 bhefore the flight from the Mainland to Taiwan of the
Nationalists- (Actually, the elections in about half of the country were never
held; instead people from those parts of the country were appointed to their
positions. The other half of the legislators were elected under very hurried
cirenmstances.) In 1949 those representatives fled to Taiwan or abroad and
gince that year they have held seats representing all of China with Taiwan only
being a province of the larger hody. Though there have been a few “supple-
mentary” elections (though not since 1.8. derecognition of Taiwan), the national
legislature is substantially the same body as in 1948 —the average age of those
representatives is in the upper seventies or lower eighties.

The people of Taiwan are becoming more vocal and more insistent in their
demands for representative government. These are demands not so much for
independence, per 8¢, as for human rights. Throughout Asia today, and East
Asia in particular, there is a growing human rights movement among the pro-
fessional classes and among the city dwellers. One can see it in China, in the
Philippines, in South Korea and in other countries as well,
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However, reports about the trial of the Kaohsiung Eight and reports of the
human rights situation in Taiwan to date have been rather biased toward the
KMT regime. The State Department at first wrote privately a very strong message
criticizing that government for the long sentences handed down to the Kaohsiung
Eight and then withdrew it, instead publicly dispatching a statement saying
that the sentences did show signs of moderation and encouraging the govern-
ment to continue a moderate policy. It appears that the Taiwan authorities
did in fact go somewhat easy on the defendants. Only eight rather than the
original forty were tried in military court. No one was sentenced to execution,
though the prosecution did eall for execution. The trial was in large measure
open to the public. There was considerable discussion of the trial on Taiwan.
However, these signs of “moderation’ on the part of the KMT authorities in their
conduct of the Koahsiung Eight trial have been counterbalanced by a dark inci-
dent involving the still unsolved murders on February 28 of the mother and
two young danghters of a defendant in the trials, Lin Yi-hsiung, and subsequent
innuendoes in the KMT media organs that these murders were committed with
the complicity of Taiwan Independence advocates and their American sympathi-
Zers.

For those who need to be reminded or informed, February 28 is the anniversary
of what is known as the 2/28/47 incident in Taiwan, In 1947, due to a minor
fracas, the Taiwanese people rose up against occupying military forces from the
Republic of China. These forces had taken over the island and had ransacked it
for eighteen months. At the end of those eighteen months, the Taiwanese people
could no longer withstand the actions of their milita ry rulers. They engaged in,
at first, a basically non-violent rebellion, turning upon the soldiers, refusing to
work with them and demanding their autonomy. Within a few months this re-
bellion was put down with ruthless brutality, ereating a bloodbath in which ten
to twenty thousand people died. As late as 1960, Taiwanese were still hiding in
the mountains of Taiwan fearing arrest, imprisonment, and torture at the hands
of the authorities. During the 1950s and 1960s there were still a tremendous num-
ber of political executions, arrests, and disappearances,

February 28 is still known throughout Taiwan as the anniversary of the be-
ginning of this rebellion and it was on that day in 1980 at noon that a person
dressed in black entered the home of Lin Yi-hsiung and stabbed to death his
mother and twin daughters and wounded another daughter, leaving her for dead.
The murderer left the Lin house in broad daylight, even though according to
Opposition sources that home was watched day and night by plainclothes police.

The day after the murder the official press in Taiwan started a compaign to di-
vert popular suspicion about responsibility for the crime away from the KMT
authorities to Taiwan Independence advocates and foreigners, especially Ameri-
cans. Stories claimed that the Iin house had been a hotbed of independence
activity and “revealed” that Shih Ming-teh, an alleged independence advocate
and one of the Koahsiung Eight, had been living in that house at the time of his
arrest in December 10979, even though this fact was already widely known. An
American friend of the Lin family who was staying with that family at that
time of the murders, Bruce Jacobs, was held as a material witness and press
comments hinted that he and another unidentified American were involved in
the murder.

The effect of this press coverage was to greatly frighten all the Taiwanese in-
volved in any way at all in the eriticism of the regime. The very circumstances
of the murder itself—a defenseless grandmother and twin daughters—was suf-
ficient to impart terror and concern among Opposition about the safety of their
loved ones. Many of the relatives of the Kaohsiung Eight went into hiding and
tried to send their children away to safety. For those not directly involved, the
exploitation of the murder to promote anti-Americanism and to ereate suspicion
that the real murderers were lurking among the Taiwanese promoted a wide-
spread sense of paranoia among the people,

The notorious ciremnstances of the Kaohsiung Eight trial and the continuing
repression of human rights stand in contrast to an official policy of gradual politi-
cal liberalization.

In Taiwan today one can talk about political warfare between two groups in
the ruling government. One group is the group that is loyal to General Chiang
Kai-shek, who still has many loyal followers. These are people who came over
from the mainland in 1947 and 1949 and who had been engaged in anticommunist
activities on the mainland. Many had been influenced by the structure and
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regimentation of the Russian Communist Party, and some also had been influ-
enced by training in Japanese military schools. They are people who are not sym-
pathetic to the Taiwanese and who see their mission primarily as the reconquest
of the mainland. They basically are in charge of the Garrison Command ; they
are the generals, and they are also in charge of the secret police, They are the
successors to Dai Lee, who commanded the secret police organization in pre-1949
China. These successors are in very high positions in the secret police and, bas-
ically, are in disagreement with President Chiang Ching-kuo the son of General
Chiang Kai-shek,

Chiang Ching-kuo and his family lead a faction which is trying to build up
its legitimaey through obtaining connections with the local Taiwanese econom-
ically and the local mainlanders politically. Chiang Ching-kuo is also trying to
control the military and the secret police.

It is in the context of the struggle between the two factions that the questions
of human rights and the official treatment of the Taiwanese-led opposition must
be placed. This struggle has released strong emotions in the population at large.
A growing number of “patriotic” groups in Taiwan and abroad have resorted to
intimidation and even violence against the opposition. Many people have gone
outside the law in order to achieve their political goals. In many ecases they
are not brought to justice,

The main reason for their outlaw actions ean be put under three sub-headings.
The first is to embarrass the government., There is an attempt by President Chiang
Ching-kuo to ally with some of the technoerats in the Nationalist Party, who
have been trained in America, and to promote at least verbally a stand for human
rights, for developing a move toward democracy, and more openness. Any move
which provokes a tightening up of the political system is an embarrassment to
the President. It is commonly reported that when a very famous overseas Tai-
wanese asked President Chiang if the Kaohsiung incident was really an act of
agent provocateurs, he became very, very angry. It is possible that he is unaware
of the extent of outlawry against the Opposition which does exist.

Another reason for these right wing actions is to promote anti-Americanism.
Chiang depends upon good relations with Ameriea in order to maintain his
position. The move toward anti-Americanism is definitely a move to embarrass
him by people high up in the government. The responsibility for the Kaohsiung
incident at first was laid, in part, to America. The Lin family murders have been
laid to plots by Americans and foreigners. This anti-American campaign appeals
to a basie tradition in the Nationalist government—a tradition of anti-imperial-
ism and anti-Westernism. This is one feeling that does not need to be manufac-
tured or ereated ; it is there and can be used and abused.

The third reason is to diseredit Chiang Ching-Kuo and his followers both for
their connections with Taiwanese leaders on the one hand, and on the other
hand, their sponsorship of the discreet trade that goes on between Taiwan and
the mainland via Hong Kong.

The recent arrest and trial of Reverend Kao Chun-ming is another example
of the continuing attack on human rights in Taiwan. Reverend Kao is the head
of the Presbyterian Church is Taiwan. I might add that the Presbyterian Chureh
in Taiwan is an independent native church. It consists of 200,000 Taiwanese
and bas been under their direct control since 1895 when Taiwan was colonized by
Japan. In 147 the Preshyterian Church welcomed the Nationalists to Taiwan
and put out a church newspaper, the name of which was The Restoration of
China or Restored China ; after the incident of 2/28/47 they changed the mast-
head to just The Preshyterian News. The Presbyterian Church several years ago
made a declaration from its ruling body that it was for an independent Taiwan,
for human rights, and for the end of martial law.

The government responded with a new church law, now in draft form, to con-
frol the Presbyterian Church. This is in addition to the controls that already
exist—that is, members of the Preshyterian Church eannot hold a high gov-
ernment position, cannot hold a high position in the military, cannot teach in
a government school as a full faculty member, are hindered in their church
duties in the hinterland, in the mountain areas, and are hindered in the promo-
tion of church activities that deal with the social gospel like working to alleviate
the condition of women, migrant laborers, fishermen, the aborigine mountain
people, the poor, and juvenile delinquents.
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The new church law would control the Presbyterian Church by declaring
hasically that the church could no longer he under a unified hierarchy. Each
individual church could only aet in an individual capacity : each ehurch and lay
constituency of the Presbyterians could only ereate its own rules and regulations
and collect its own tithes from its own church membership. This would mean,
of course, that the island-wide organization of the church would be destroyed.
It would be eut down into all the individual churches.

The head of the Preshyterian Chureh. Reverend Kao t.’hnu-mir:;: has been
arrested on a charge that he aided in giving refuge to Shih Ming-teh. one of the
defendants in the Kaohsiung trial. This arrest oceurred weeks, if not months,
after the people who harbored this escaped defendant were already arrested.
Their confessions were finally produced very late, and their “confessions”
will probably claim that Reverend Kao was involved. To many Taiwanese, the
Kaohsiung Incident and the subsequent escape of Shih Ming-teh from arrest
for nearly one month was an excuse to attack the church for its stand on human
rights.

In coneluding my statement on the conditions of human rights in Taiwan,
I wish to emphasize that the issue of human rights is a universal issue not linked
to any particular regime in Taiwan. No one regime will necessarily safeguard
human rights, and for those of us who are interested in the issue of human rights,
we must be vigilant about the nature of human rights under any regime, and
be aware of the link between human rights and economic issues.

O
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