April 2019 | Vol. 49 | Issue 4
THE AMERICAN CHAMBER OF COMMERCE IN TAIPEI

Marking 40 Years of the
Taiwan Relations Act

TAIWAN BUSINESS TOPICS

臺灣關係法40週年

April 2019 | Vol. 49 | Issue 4
中華郵政北台字第
號執照登記為雜誌交寄
5000
4_2019_Cover1a.indd 1

SPECIAL REPORT
HUMAN RESOURCES
BACKGROUNDER
THE WTO CRISIS AND TAIWAN
ISSUE SPONSOR

Read TOPICS Online at topics.amcham.com.tw

NT$150

Published by the
American Chamber Of
Commerce In Taipei

2019/4/11 下午12:59

ADVERTORIAL

CTCI at 40
A Story of Extraordinary Achievement
From a modest start, the company has become the most
reliable global engineering services provider.

F

ounded in 1979, CTCI in 1993 became the first engineering services company to be listed in Taiwan.
For the past 40 years, it has adhered to a corporate
culture spirit of “professionalism, integrity, teamwork, and
innovation” and has built a reputation domestically and internationally as a highly trusted partner. The company is active
in the engineering fields of refinery, petrochemical, power,
environmental, transportation, general industry, and so on.
With a professional engineering team of over 7,000 personnel, it operates in 15 countries in Asia, the Middle East, and
the Americas.

The past: establishing a corporate structure
for international business

One of the keys to CTCI’s becoming the number-one engineering service company in Taiwan – and one of the top 100
in the world – was its transformation from a non-profit organization into a corporation. CTCI’s precursor was China
Technical Consultants. CTCI Group Chairman John T. Yu
recalls representing China Technical Consultants in bidding
on a US$20 million project in Saudi Arabia. The project
owner heard that the company had funds at that time of only
NT$450,000, equivalent to about US$10,000, and naturally
was unwilling to entrust the firm with the project. In 1979, to
break through the bottleneck of international business development, China Technical Consultants raised investment funds
to establish CTCI. At the time, the number of employees was
only about 800, but it was the turning point for the development of the entire group.
In the early days, CTCI’s main business was the design
and construction of oil refineries and petrochemical plants.
But Taiwan’s petrochemical industry was then in flux, and
the domestic market was too small to support the company’s
growth. CTCI therefore sought to expand its reach to international markets such as the Middle East and Southeast Asia,
starting as a subcontractor for large international firms.
In the 1990s, the Japanese introduced the engineering,
procurement, and construction (EPC) turnkey model to the
market. The awarding of a bid thus determined the entire
budget. As the project owner only needs to hire one big
contractor, the turnkey model has become very popular in the
market. Especially in the Middle East with its highly competitive environment, CTCI actively made inroads and successively
obtained job opportunities of small-scale EPC turnkey
projects. Starting from small projects, CTCI step by step accumulated experience in implementing international projects.
“We gradually transformed – starting from working with
small contractors and then raising the threshold higher and
higher,” says John Yu. “Now we have fewer competitors,
which means better profits.” Yu notes that although many
2

companies in China and India are trying to catch up, CTCI
always maintains a healthy lead.
Since the late 1980s CTCI has established overseas subsidiaries to support the work of the parent company and to
secure local large-scale engineering opportunities. It now has
more than 40 affiliated companies around the world. These
“small CTCIs” and the group’s approximately 2,000 overseas
engineers integrate the group resources and enable CTCI to
expand its scope of operations.
Since the refinery and petrochemical business was insufficient to support CTCI’s more than 7,000 engineers, the
company gradually became involved in other industry sectors,
including steel mill and MRT projects. Whenever a new business model enters Taiwan, CTCI can quickly master the
process and, learning to grow by following the lead of big
international companies, it soon finds itself ahead of the
competition.

The present: rebranding and sustainable
competitiveness

To set down deeper roots in the global international
market and enhance its corporate reputation and competitiveness, CTCI launched a brand revolution plan in 2016,
presenting a brand image to the international market of being
the “Most Reliable.” CTCI proceeded to carry out the largest restructuring in its history, reorganizing the Group under
one central decision-making unit, The Executive Committee,
with the three major business divisions at home and abroad
of Group Engineering Business (GEB), Group Intelligent Solutions Business (GISB), and Group Resource Cycling Business
(GRCB), plus Group Shared Services (GSS) to provide the
group with overall logistics management and services.
GEB mainly carries out EPC turnkey projects, with the
goal of becoming a technology-oriented company. GRCB has
entered the fields of energy-from-waste, solar photovoltaics, and the circular economy, and for many years has earned
profits worth more than one share capital. GISB is responsible
for smart plants and mechanical and electrical management
systems. It is moving into the fields of smart homes and smart
shopping malls, and in the words of John Yu is expected to be
the company’s “star of tomorrow.”
In addition to engineering innovation, CTCI also fulfills
its corporate social responsibility and strives to promote
sustainable development with engineering professionalism. Yu
emphasizes that for CTCI, CSR is not just donating money
for public welfare. Rather, the goal is to build CSR into the
corporate DNA as part of the company’s core competitiveness. In promoting CSR to all employees, CTCI takes the four
core industrial sectors of Intelligent EPC (iEPC), Smart Plant,
Circular Economy, and Green Engineering as the main axis

TAIWAN BUSINESS TOPICS • APRIL 2019

CTCI advertorial.indd 2

2019/4/11 上午10:29

ADVERTORIAL

of execution. It aims to help employees develop a sustainable
CSR spirit in their daily work and life.
CTCI’s efforts and performance in CSR have been recognized by many domestic and foreign organizations, including
the Dow Jones Sustainability Indices for four consecutive
years.

The future: bright prospects based on a combination of soft and hard power

In 2018, the value of CTCI’s new contracts exceeded
NT$100 billion, a record high. The near-term target is 2020
revenues of NT$100 billion, with the hope of gaining more
than US$1 billion from the Middle East, Asia, and the United
States. The long-term goal is to achieve a group size of US$5
billion, about the same level as the Japanese international
engineering companies Chiyoda and JGC.
John Yu makes it clear that to achieve CTCI’s growth
targets, a combination of both “hard power” and “soft

power” will be needed. Plans for strengthening the hard
power include the launch in 2020 of the 1.0 version of the
iEPC, which will connect the separate engineering design,
procurement, construction, and commissioning systems for
turnkey project to optimize engineering efficiency. In recent
years, CTCI has accelerated the development and training of
key talents. In this way, the speed of talent cultivation can
keep pace with the internationalization of the Group.
In terms of soft power, it is necessary to let the world see
that CTCI equals “Most Reliable” so that customers will
entrust their business to CTCI.
In line with the company’s expanding internationalization, John Yu believes that with the efforts of soft and hard
power, and with the spirit of “I am CTCI. I am Reliable,” all
colleagues will work together to achieve the goal of solidarity.
The “Most Reliable” service quality has gained global recognition, paving the way for another outstanding 40 years ahead.
CTCI: http://www.ctci.com

鼎立四十 「程」就非凡

中

鼎集團（CTCI）成立於1979年，於1993年掛牌上市，
為台灣第一家工程服務業上市公司，40年來秉持「專
業、誠信、團隊、創新」的企業文化精神，屢獲國內
外知名業主指定為最值得信賴的合作夥伴，活躍於煉油石化、
電力、環境、交通及一般工業等工程領域，實績遍及亞洲、中
東和美洲等地區，在全球15個國家設有營業據點，擁有超過
7000名專業的工程團隊。

過去：從財團法人到公司化 轉型統包奠定國際基礎
中鼎能成為台灣第一、全球百大的工程服務公司，關鍵之一
是從財團法人走向公司化。中鼎前身是財團法人中國技術服務
社（簡稱中技社），中鼎集團總裁余俊彥說，他曾代表中技社
到沙烏地阿拉伯競標2000萬美元的工程，業主一聽到當時的基
金規模只有新台幣45萬元相當於1萬美元，自然不敢交付工程。
直至民國68年，中技社為了突破國際業務的發展瓶頸，集資轉
投資成立中鼎，當時員工僅約800人，卻是整個集團發展的轉捩
點。
中鼎早期主要業務是煉油石化業建廠工程的設計和建造，但
當時台灣石化業起伏不定、內需市場太小，難以支撐成長，因
此中鼎將觸角擴展到中東、東南亞等國際市場，從國際大廠的
協力廠商做起。
1990年代日本人把統包（EPC）模式引進市場，工程決標就
確定整個預算，加上有事只需找大包商，讓這種「包山包海」
的turnkey模式在市場大受歡迎，於是中鼎積極於兵家必爭之地
的中東地區投石問路，陸續取得承攬小型涵蓋設計、採購、建
造的EPC統包工程機會，從小型專案開始，一步一腳印累積國
際專案執行經驗。
「我們慢慢轉型，從小包商開始，門檻越來越高，競爭者就
越少，利潤會比較好。」余俊彥表示，雖然中國、印度很多公
司想追上來，但中鼎始終保持一定的領先距離。
中鼎從1980年代後期開始成立海外子公司，以支援母公司
工作、爭取當地大型工程機會。中鼎在全球擁有40多家關係企
業，這些「小中鼎」和海外約2000名工程師整合集團資源「打
群架」，為中鼎開疆拓土。不過，余俊彥坦言，光是煉油石化
工程，餵不飽中鼎全球7000多位工程師，因此中鼎逐步跨入非
石化產業領域，包括鋼廠、捷運等。每當一種新的商業模式進
入台灣，中鼎都能掌握機先，跟著「國際大咖」學習成長，並
且跑在同業前面。

中鼎40年紮根國際化
成就最值得信賴的全球工程服務團隊

現在：品牌再造 永續競爭力
為深耕全球國際市場，提升企業知名度及競爭力，中鼎在
2016年啟動品牌銳變計畫，向國際行銷「最值得信賴」的品
牌形象，並接續啟動集團史上最大的組織重整，集團組織以決
策中心為最高指導單位，並將海內外公司依業務屬性整併為工
程、智能、資源循環3大事業群，加上提供集團整體後勤管理與
服務的總管理處。
工程事業群以EPC統包工程為主，目標成為技術導向公司；
資源循環事業群已打入焚化、太陽光電、循環經濟等領域，連
續多年獲利超過一個股本；智能事業群負責智慧工廠和機電管
理系統，朝智慧住宅、智慧商場等方向邁進，是余俊彥口中的
「明日之星」。
除了工程創新，中鼎也善盡企業社會責任，致力以工程專業推
動永續發展，余俊彥強調，對中鼎來說，CSR並不只是捐錢做公
益，而是要將CSR轉化成企業核心競爭力，並致力使其成為企業
DNA。所以中鼎推動全員CSR，以「統包工程智能化(iEPC)」、
「智慧工廠」、「循環經濟」和「綠色工程」等四大核心本業為
執行主軸，讓集團全員從日常工作與生活中親身實踐CSR永續精
神。中鼎在CSR的努力及優異的經營績效，連續4年入選DJSI道
瓊永續指數成分股企業，更獲得多項國內外大獎肯定。

未來：軟硬兼備 續創輝煌40
中鼎2018年新簽約金額突破新台幣1000億元，創歷史新高。
短期目標2020年營收達新台幣1000億元，希望在中東、亞洲、
美國等市場爭取10億美元以上標案；長期目標是集團規模達50
億美元，與日本千代田、日揮等國際級工程公司並駕齊驅。
余俊彥很清楚，要實現中鼎成長的目標，必須「硬實力」和
「軟實力」兼備。硬實力的強化包括預計2020年推出1.0版的
iEPC智能化統包建廠系統（intelligent EPC），將統包工程中的
設計、採購、建造、試車等各自獨立的系統串接起來，優化工程
效能；近年更加速關鍵人才的養成與培訓，讓人才培育的速度跟
上集團國際化拓展的腳步。軟實力方面，要讓全世界看到CTCI
就聯想到「最值得信賴」，讓客戶放心把工作託付中鼎。
隨著國際化腳步拓展，余俊彥相信，在軟硬合一的努力下，
加上全體同仁一起實踐「I am CTCI. I am Reliable.」的精神，
朝一致的目標前進，中鼎定能以「最值得信賴」的服務品質獲
得全球認同，再創下一個輝煌40年。
Website: www.ctci.com
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Citi, the leading global bank, has approximately 200 million customer
accounts and does business in more than 160 countries and jurisdictions.
Citi is proud to have had a strong presence in Taiwan since 1964.
Being the leader in Taiwan’s banking industry, Citibank Taiwan has
been recognized as the Best Foreign Bank in Taiwan for 22 consecutive years by FinanceAsia, Best Bank by The Asset Triple A for 16 consecutive years, and winner of the “Trusted Brand: Credit Card Issuing
Bank - Gold Award” from Reader’s Digest for 11 consecutive years.
Citi’s Institutional Clients Group provides top-tier corporations
with a full range of value-added local and cross-border products and
services. Leveraging Citi’s world-class banking platform, Citi acts
as clients’ best partner to support and grow their businesses to the
next level by delivering cost effective solutions with a flexibility that is
unmatched by Citi’s competitors.
Citi’s Global Consumer Banking leads the market by pioneering
Wealth Management banking service, providing wealth advisory service, local and multi-currency deposits to premium accounts, OBU
products and services and a variety of mutual funds, bonds, and Hong
Kong and U.S. stocks. By providing customers with value-added services, Citi’s Cards business enjoys high customer satisfaction and
strong brand recognition in the market.
Citi aims to become the world’s digital bank. In addition to introducing smart banking branches in 2010, Citi possesses the innovative culture that positions it to lead the digital trend and deliver more effective,
dynamic, and convenient approaches to better serve clients. Citi was
also the first bank in Taiwan to introduce voice biometric authentication
technology into its call center, and led the market to launch the Credit
Card Application Straight-Through Process using the MOICA (Ministry
of Interior Certificate Authority) chip certification card.
Citi believes strongly in its responsibility to both Taiwan and the
global community. Citi’s four core values – Connection, Inspiration,
Trust, and Innovation – are implemented in corporate social responsibility. Citi actively cooperates with non-profit organizations to inspire
talents and help teenagers explore their potential and develop professional skills to become future leaders. Citi also supports the government’s green energy, environmental protection, and social assistance
policies through technological and digital methods to promote social
progress. All these initiatives demonstrate Citi’s long-term commitment
to the community in which it lives
and
runs its
businesses.
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U.S.-Taiwan Relations Past, Present, and Future

T

he cover story in this issue of Taiwan Business
TOPICS looks back with appreciation to 40 years ago
this month when the Taiwan Relations Act, freshly
passed by Congress, became U.S. law with President Jimmy
Carter’s signature. The drafting of the TRA – a process in
which AmCham Taipei is proud to have played a part – ended
several months of frustrating uncertainty as to how economic,
cultural, and security cooperation between the United States
and Taiwan could be maintained without a relationship of
diplomatic recognition.
The value of the TRA in helping assure Taiwan’s stability
and prosperity over the past four decades has been immeasurable. The expressions of American support written into the
statute enabled Taiwan to absorb the shock of losing formal
diplomatic ties with the U.S., its closest ally, and to move on
with confidence. The American Institute in Taiwan took the
place of the U.S. Embassy and managed to perform nearly the
same functions, while its counterpart, the Taipei Economic
and Cultural Representative Office, played a similar role in
Washington.
Sales to Taiwan of American defensive weapons continued
as needed, and the two countries have remained among each
other’s top trading partners, with total two-way trade last
year of US$76 bilion. Facilitated by the visa-waiver program
introduced in 2012, Taiwanese citizens last year made some
475,000 trips to the United States. The TRA also gave major
multinational corporations, many of them represented in the
AmCham membership, the confidence to make substantial
investments in Taiwan.
Over the decades, political relations between the U.S. and

Taiwan have had their ups and downs. But there is broad
agreement that the current state of mutual trust and cooperation is higher than it has been in years. Recent statements by
high-level U.S. officials such as Vice President Mike Pence and
Secretary of State Mike Pompeo have lauded Taiwan’s democratic development and contribution to the peace and security
of the Indo-Pacific. In addition, AIT is preparing to move
early next month into a new US$255.6 million office complex,
a concrete symbol of the long-term American commitment to
Taiwan, in Taipei’s Neihu district. And on the security front,
the U.S. has recently indicated willingness to provide F-16V
aircraft to Taiwan in the first military sales of jet fighters to
the island since 1992.
As with any relationship, there is always room for
improvement. Encouragingly, Taiwan’s numerous friends on
both sides of the aisle in the U.S. Senate and House of Representatives have lately been active in proposing new resolutions
and legislation of support. Of particular significance is a
proposed Taiwan Assurance Act that would further enhance
the bilateral relationship by addressing some issues not foreseen at the time the TRA was enacted. These include the
holding of regular annual trade talks and the need for U.S.
government efforts to help Taiwan achieve meaningful participation in vital international organizations such as the World
Health Assembly, the International Civil Aviation Organization, and Interpol.
The TRA has served well in providing a solid foundation
for the U.S.-Taiwan relationship. Now this 40th anniversary
year is an appropriate time to buttress the relationship further
with strong additional legislation.

關係
懷感念，本期Taiwan Business TOPICS封面

過去數十年之美台政治關係載浮載沉，但外界普遍認為

故事帶您重回1979年4月，美國國會甫通過「台

美台既有之互信與合作正處於近年最佳狀態。美國副總統

灣關係法」，並由卡特總統簽署成為美國正式

彭斯及國務卿蓬佩奧等高階官員，近期皆讚揚台灣民主發

法律。台灣關係法終止美國與台灣在不具正式外交承認

展以及對印太地區和平與安全之貢獻。此外，美國在台協

關係下，長達數月之久的經濟、文化與安全合作不確定

會準備於今年5月初進駐位於台北市內湖區價值2億5,560

性；台北市美國商會對當年參與台灣關係法起草過程備

萬美元的新館，此為美國對台灣長期承諾之具體象徵。美

感榮幸。

國近期在安全領域亦持續透露提供台灣F-16V戰鬥機之意

台灣關係法協助確保台灣過去40年穩定與繁榮的價值難

願，此將成為1992年後美國首度對台之戰機軍售案。

以比擬。美國對台灣的支持訴諸法律，使台灣得以將喪失

美台關係仍有可精進之處。令人振奮的是，台灣在美國

與最緊密盟邦美國正式外交連結的衝擊減至最低，並自信

參眾兩院之跨黨派友人，近來已積極推動支持台灣的新議

地向前邁進。依法，美國在台協會取代美國大使館並扮演

案與立法，其中台灣保證法尤為重要。此法案將藉處理台

幾近相同的功能，駐美國台北經濟文化代表處亦於華府扮

灣關係法生效以來未曾預見之議題，進一步提升美台雙邊

演相似角色。

關係，包含舉辦定期年度貿易對話，並要求美國政府協助

美國持續視台灣需求出售防禦性武器，兩國亦持續作為
對方重要貿易夥伴，去年雙邊貿易達760億美元。2012年

台灣有意義參與世界衛生大會、國際民航組織、國際刑警
組織等重要國際組織。

實施的免簽計畫則使去年台人赴美達47萬5千人次。台灣

台灣關係法在提供美台關係堅實基礎上成效斐然。今年

關係法亦賦予大型跨國企業在台投資信心，其中多數為台

正值台灣關係法40週年，藉由立法進一步強化美台雙邊關

北市美國商會會員。

係恰逢其時
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PRESIDENT'S VIEW

Action is more
important than ever

F

orty years ago, AmCham Taipei members found
themselves in the middle of a giant geopolitical shift
– the new diplomatic alliance between Washington
and Beijing. The ramifications for Taiwan were significant,
creating serious challenges that are described well in this
issue of TOPICS.
The heroic way AmCham members stepped up to meet
the challenges is extremely inspiring. They played a key role
in drafting the Taiwan Relations Act – a document that has
helped keep the peace in the region and guide relations with
the U.S., which remains Taiwan’s most important ally.
AmCham members also rallied to fill the void left by the
U.S. government and military as they began to withdraw
or scale down their presence on Taiwan. Our members
put their busy careers on hold as they worked to keep the
English-language radio on air, find a new home for the
American Club, and make sure the Taipei American School
stayed open.
This high level of activity and engagement is what makes
AmCham Taipei unique. Few other AmChams have such a
history of impactful work in a community. It leaves all of us
with a deep feeling of obligation to continue the tradition –
to be bold, think big, and execute a vision.
I often wonder if our members 40 years ago fully
grasped the gravity of the history they were experiencing.
It’s often hard to do when you’re in the middle of a whirling
cyclone of historic upheaval, too busy keeping up with the
daily deadlines to step back and look at the bigger picture.
We are now also living in tumultuous times. There’s
Brexit, Washington’s new approach to the world, U.S.China trade tensions, and disruptive technology, such as
5G, artificial intelligence, and the internet of things.
The current tectonic shifts in geopolitics, business, and
technology were discussed in every keynote speech and
panel discussion at the summit of AmCham leaders across
the Asia-Pacific region that I attended last month in Hong

Kong. The event’s thematic focus was “The Future of U.S.
Trade and Investment in Asia.”
I filled up a legal pad with notes about key takeaways.
Let me share a few of my favorite points:
• No other country has invested more in the AsiaPacific region than the U.S. Our companies are still
the key standard setters, promoting openness, transparency, fair markets, and growth driven by the
private sector.
• China is gaining ground fast as a key investor and
trader in the region. It has a key advantage: a longterm plan. The world’s developed economies don’t
have one, and this allows China to be more tactical.
• “Globalization” has become a dirty word in Washington, but it’s not going away. It’s evolving, driven
by digital technology.
• Eventually there will be some kind of U.S.-China
trade deal. When that happens, the focus in the relationship will shift to the next big theme: technology.
Taiwan will be in the thick of this.
One of the speakers acknowledged that many of the
headlines – and tweets – coming out of Washington are discouraging. But we shouldn’t let this make us apathetic.
Now – just like 40 years ago – it's vital for us to get active
and engaged with AmCham to change the conversation. If
we don't, we’ll be even more disappointed.

William Foreman
President,
American Chamber of Commerce in Taipei
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ADVERTORIAL

Taoyuan Mayor Cheng Wen-tsan:
the First Taiwan Official to Enter the White House after
Passage of the Taiwan Travel Act

Exchanging views with Congressman Brad Sherman and Congressman Ted Yoho in the Members’
Dining Room of the Capitol.

T

aoyuan Mayor Cheng Wentsan’s “exchange and learning”
trip to the United States from
February 28 to March 10 this year
was extremely beneficial, as he was
able to promote Taoyuan’s contacts
with its sister cities, as well as to
clearly express Taiwan’s voice to the
U.S. side, the Mayor said. “The visit
served to increase the mutual trust
between Taiwan and the U.S., deepening the Americans’ understanding of
Taiwan,” Cheng said. He urged more
regular dialogue between the Taiwan
and U.S. governments so as to lead to
greater support for Taiwan's democracy, regional security, and bilateral
economic cooperation.
Mayor Cheng noted that although
a number of high-level visits have taken
place between the two countries following passage of the Taiwan Travel Act
by the U.S. Congress, the actual results
have remained limited. He was the first
head of a Taiwan local government to
be able to go to the White House for
discussions with U.S. officials, a definite
breakthrough.
Even more importantly, however,
this visit was a chance to fully enun-

8

ciate Taiwan’s position on important
topics. At the U.S. Department of State,
Cheng met with Hanscom Smith, the
Acting Deputy Assistant Secretary for
East Asian and Pacific Affairs, and
Jim Heller, Director of the Office of
Taiwan Coordination, to discuss bilateral economic and cultural issues.
In response to the meeting, the State
Department’s Bureau of East Asian and

Pacific Affairs and the American Institute in Taiwan took the initiative of
posting information on Mayor Cheng’s
visit to the United States on Twitter
and Facebook, indicating the U.S. side’s
positive view of the state of bilateral
relations.
Mayor Cheng said that through
speeches, seminars, and other occasions during this trip, he was able to
explain his views to American counterparts regarding cross-strait relations,
U.S.-China-Taiwan relations, and the
U.S.-China trade war. Especially noteworthy was the speech he delivered at
the Hudson Institute on the topic of
“Taiwan’s Role in the U.S.-Indo-Pacific
Strategy.” On October 4, 2018, U.S.
Vice President Mike Pence spoke at
the same venue, stating that “Taiwan’s
embrace of democracy shows a better
path for all the Chinese people.” In
his remarks, Cheng emphasized that
“Democratic Taiwan should not be
forced to change or be coerced by external forces.” Both American political
parties recognize that Taiwan is a model
for democracy in Asia and should not
be threatened military by China, and
that cross-strait differences should be

Acting Deputy Assistant Secretary Hanscom Smith and Mayor Cheng explored ways to further
promote the extensive, close, and friendly commercial and cultural relations between the United
States and Taiwan.
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resolved by “peaceful dialogue” without resort to military force, Cheng said.

Taoyuan City: Promoting
exchanges between Taiwan
and the United States and
enhancing mutual friendship.
The itinerary of the Taoyuan City
Government delegation in the United
States included visits with the leaders of Taoyuan sister cities such as
San Bernardino County, Long Beach,
and Irvine. In addition, the group
called on Los Angeles Deputy Mayor
Nina Hachigian and the international affairs department of the New
York City government. It also visited
eight think tanks, more than 30 schol-

：

ars and experts, the U.S. headquarters
of Evergreen Marine, Ontario International Airport, and New York’s John F.
Kennedy International Airport.
Mayor Cheng noted that the many
American political figures met with on
this trip included U.S. Senators Tim
Kaine and Todd Young; Congressman Brad Sherman, chairman of Asia
Subcommittee of the House Foreign
Affairs Committee; and Congressman Ted Yoho, the ranking minority
member of that subcommittee. Mayor
Cheng stressed that Taoyuan is the
gateway to Taiwan, as well as bridge
between Taiwan and American cities.
Besides hoping for more flights between
Taoyuan and North America, Cheng
said he would like to see more cooper-

法

Group photo with Senator Tim Kaine and
Senator Todd Young.

ation between Taoyuan and American
companies. He said he also intends to
promote more sister-city with U.S. cities
in the future.

過

人
0

0

：

0

0

TAIWAN BUSINESS TOPICS • APRIL 2019

Taoyuam.indd 9

9

2019/4/11 上午10:58

T

A

I

W

A

N

B

R

I

E

F

S

— BY JANE RI CKARDS —

MACROECONOMICS

ECONOMIC INDICATORS

2019 OFF TO SLOW START
Central banks throughout the world
have been in a holding pattern amid
a global economic slowdown and a
protracted, bitter trade war between
the U.S. and China. The U.S. Federal
Reserve in late March announced that it
will not increase rates during 2019. The
Bank of England is unlikely to make any
changes until the Brexit mess has been
resolved, and Asian nations such as the
Philippines and Indonesia in March left
their rates unchanged. This cautious attitude is expected to continue.
Taiwan’s Central Bank has been no
exception, leaving the bench market
discount rate at 1.375%, where it has
stood since June 2016. “The board
judged that a policy rate hold and an
accommodative monetary policy stance
will help foster sound development of
the economy and financial sector,” the
Central Bank said in a statement.
The Central Bank also lowered
Taiwan’s 2019 GDP growth forecast
from the 2.33% projected in December to 2.13%. This estimate was similar
to the 2.1% economic growth forecasts announced in March by both the
Yuanta-Polaris Research Institute and
the Australia and New Zealand Banking
TAIWAN STOCK EXCHANGE PERFORMANCE
THE LINE SHOWS CHANGES IN TRADE VALUE AND
THE SHADED AREA CHANGES IN THE TAIEX INDEX.
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US$ billion

US$ billion

Current Account Balance (Q4 2018)p

18.65

25.64

Foreign Trade Balance (Jan.-Feb.)

5.83

5.74

New Export Orders (Jan.-Feb.)

69.4

75.5

463.9

456.7

Foreign Exchange Reserves (end Feb.)
Unemployment (Feb.)

3.72%

3.7%

Discount Rate (Mar.)

1.375%

1.375%

1.78%

3.3%

Economic Growth Rate Q4 2018p
Annual Change in Industrial Output (Jan.-Feb)p

-1.41%

Annual Change in Consumer Price Index (Jan.-Feb.)

-0.30%

P=PRELIMINARY

Group (ANZ). The Central Bank also
estimates that Taiwan’s Consumer Price
Index for this year will come to a stable
0.91%.
Taiwan’s technology sector has been
hit by slowing global demand for electronic items. Exports, Taiwan’s economic
mainstay, suffered their sharpest drop in
nearly three years in February. The 8.8%
fall from a year earlier to US$20.39
billion was the fourth straight monthly
decline. While exports to the U.S. rose
13.5% from a year earlier, the value of
shipments dropped 12% to the ASEAN
nations, 10.4% shipments to China, and
15.9% to Europe. By product category,
one of the biggest declines – at minus
12% – was for machinery, due to the
slowdown in China’s economy.
Export orders, a leading indicator, also posted a steep drop. Orders in
February fell 10.9% from a year earlier
to US$28.9 billion. Ministry of Finance
officials said that while an export slowdown in the first half of the year was
expected, export orders could rebound
in the second half, spurred by launches
of new smartphone models plus demand
for products using 5G and other new
technologies.
So far, the slower growth doesn’t seem
to be affecting the labor market. The
unemployment rate rose slightly from
3.64% in January to 3.72% in February,

SOURCES: MOEA, DGBAS, CBC, BOFT

but the reason may have been that more
people left their jobs or contracts were
terminated ahead of the Lunar New Year
holiday. Seasonally adjusted, the unemployment rate inched downward from
January’s 3.72% to 3.71%.

DOMESTIC
DPP RETAINS 2 SEATS
IN BY-ELECTIONS
Following the thrashing of the ruling
Democratic Progressive Party (DPP)
in the municipal elections in November at the hands of the Kuomintang
(KMT), the DPP managed a slight comeback in by-elections for four vacant
seats in mid-March. It retained two seats
in electorates in New Taipei City and
Tainan City, while the KMT retained
one in Changhua County and lost one
in the outlying archipelago of Kinmen
County to an independent. The election
results brought the total number of DPP
lawmakers to 68 in the 113-seat Legislative Yuan, the same level as immediately
after the 2016 legislative elections.

FORMER PREMIER
CHALLENGES TSAI
After the November election drubbing, President Tsai Ing-wen’s approval
ratings in several polls plunged badly,
falling beneath 30%, but she announced
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in mid-February that she would still
run for another term in the presidential election on January 11. Last month,
however, a surprise challenge to her
re-nomination came from her former
premier, Lai Ching-te, a relatively more
vocal supporter of Taiwan independence.
Both Lai, a former mayor of Tainan,
and Tsai have registered for the DPP
primary. The process calls for the two
candidates to give televised presentations
of their platforms. The party will then
conduct an opinion poll sampling the
entire electorate, with the more popular candidate winning the nomination
without a party vote. Lai is one of the
nation’s most popular politicians and
consistently polls better than Tsai. The
winner will be announced April 24.
Lai’s entrance into the race caused
some KMT politicians to express
concern, while some independence hardliners in the DPP, impatient with Tsai’s

A

N

B

R

pragmatic stance towards China, were
jubilant. Still, several of the party’s most
senior officials rallied firmly behind Tsai
and nearly all major DPP figures called
for unity, fearing that a split between
s u p p o r t e r s o f L a i a n d Ts a i w o u l d
weaken the party. A five-member DPP
committee was appointed to broker an
agreement between the pair, such as Lai’s
dropping out of the presidential contest
to instead be Tsai’s vice-presidential
running mate. Although such speculation
was heightened when incumbent vice
president Chen Chien-jen announced
that he would not be seeking reelection,
as of press time Lai was showing no
signs of backing down.
As for the KMT, former New Taipei
City Mayor Eric Chu and former Legislative Speaker Wang Jin-pyng have
declared interest in being the party’s
presidential standard-bearer, but the
party is not expected to name its pres-
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S

idential candidate until late July or
August. Some analysts say that other
potential candidates – possibly including the independent mayor of Taipei,
Ko Wen-je – may hold off on a decision
until they know whether they would be
competing against Lai or Tsai.

I N T E R N AT I O N A L
TAIWAN WANTS TO BUY
F-16 VIPER AIRCRAFT
Taiwan reportedly submitted formal
requests to the U.S. at the end of March
to purchase M1 Abrams tanks and 66
F-16V fighter jets. Bloomberg reported
that the Trump administration has given
tacit approval to the proposed purchase
and that President Donald Trump’s
advisers had encouraged Taiwan to
make the request in the first place.
Wary of antagonizing China, Washington hasn’t sold advanced fighter jets to
Taiwan since President George H.W.
Bush announced the sale of 150 F-16s to
Taiwan in 1992. The Obama administration rejected a similar Taiwanese request
for new jets, agreeing instead in 2011 to
help upgrade the existing F-16s.

PRESIDENT CALLS ON
TAIWAN’S PACIFIC ALLIES

IN BETTER DAYS — Lai Ching-te got a hug from President Tsai Ing-wen when
he stepped down as premier. Now they will be competing in a primary election
for the DPP presidential nomination.
PHOTO: CNA

President Tsai in late March went
overseas to shore up ties with three of
Taiwan’s Pacific allies: Palau, Nauru,
and the Marshall Islands. The eightday tour was given the title “Oceans of
Democracy.” Beijing, angered by Tsai’s
refusal to accept that Taiwan is part of
China, has wooed away five of Taiwan’s
diplomatic allies since Tsai’s election in
2016, whittling down the number of
countries recognizing Taiwan to 17. Six
of the remaining allies are outcrops in
the Pacific Ocean, and China has been
trying to lure them away with offers of
loans and aid.
During her trip, Tsai signed sea patrol
agreements with Palau and Nauru,
whose parliament passed a resolution
opposing the one China principle and
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Defense. Afterwards, Ko described the
U.S. as “still the most important friend
of Taiwan.” The mayor also made the
round of the think tanks, meeting with
representatives from the Brookings Institution and the Center for Strategic and
International Studies, and giving a speech
at the Heritage Foundation. Ko is viewed
in Taiwan as a likely presidential candidate, although he has not yet declared
whether he wants to run.

NEW U.S.-TAIWAN
DIALOGUE CHANNEL
Foreign Minister Joseph Wu and
American Institute in Taiwan (AIT)
Director Brent Christensen appeared
together at a press conference at Taiwan’s
foreign ministry – a rarely seen event –
to announce that the U.S. and Taiwan
had agreed to establish a new annual
dialogue channel called the “Indo-Pacific
Democratic Governance Consultations.”
Wu said the dialogue, which will begin
in Taipei this September, would allow
the two sides to “grow closer and more
direct in their cooperation” and “protect
regional freedom and legal order.” The
visiting U.S. delegation in September
will be led by a senior official from the
State Department’s Bureau of Democracy, Human Rights, and Labor, AIT said
in a statement. Overall the development
reflects warming U.S-Taiwan ties.

TO U R I N G T H E PA C I F I C — P r e s i d e n t Ts a i a n d P a l a u P r e s i d e n t To m m y
Remengesau, Jr. attend a tree-planting ceremony.
PHOTO: OFFICE OF THE PRESIDENT
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TAIWAN'S JAN. - FEB. 2019 TRADE FIGURES
(YEAR-ON-YEAR COMPARISON)
Japan

ASEAN

TOTAL

7.8
5

9.1

2018

2019

2018

4.8
5.2

4.9
5.4

Europe

5.8
5

U .S.A

2019

2018

2019

2018

Exports

49.7

3.5
7.1

2019

44

3.7
6.3

2018

5

8.6

2019

47
41.9

19.5

HK/China

6.8
5.5

Two U.S. warships sailed through
the Taiwan Strait at the end of March,
provoking a protest from Beijing,
which warned the U.S. not to undermine cross-Strait relations. The vessels,
Navy destroyer USS Curtis Wilbur and
the Coast Guard cutter Bertholf, entered
Taiwanese waters off the island’s southwest coast and headed north. The U.S.
has increased such transits over the past
year in response to China’s growing military pressure on Taiwan, which includes
passage through the Taiwan Strait by its
own aircraft carrier, the Liaoning.

Taipei Mayor Ko Wen-je in midMarch set off on a nine-day trip to the
U.S. that took him to New York, Atlanta,
Boston, and Washington, D.C. In the
U.S. capital, he visited the White House
for closed-door meetings with officials
from the National Security Council,
Department of State, and Department of

17.8

U.S. VESSELS TRANSIT
THE TAIWAN STRAIT

TAIPEI MAYOR VISITS
FOUR U.S. CITIES

8.4

the “one country, two systems” model.
She also gave the keynote speech at
an unprecedented summit of Oceanic
women leaders in the Marshall Islands.
On her way back to Taiwan, the president transited through Hawaii, where
she accused China of attempting to
alter the status quo in the Taiwan Strait
during a videoconference address to the
conservative Heritage Foundation.

Imports

2019

2018

U NIT: U S$ Billion
SOU RCE: BOFT/MOEA
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RELIGIOUS FREEDOM
FORUM CONDUCTED
Sam Brownback, the U.S. Ambassador-at-Large for International Religious
Freedom, visited Taiwan in mid-March
to attend a “Civil Society Dialogue
on Securing Religious Freedom in the
Indo-Pacific Region.” Sponsored by the
U.S. State Department, the Taiwanese
foreign ministry, AIT, and other organizations, the forum was the first of
its kind in the region and served as a
direct follow-on event to the Ministerial
to Advance Religious Freedom hosted
by Secretary of State Mike Pompeo in
Washington last year.
Religious leaders from more
than 15 countries attended. Brownback, a former governor and senator
from Kansas, called for the release of
Taiwanese human rights activist Lee
Ming-che, who is jailed in China. He
said the case was of great concern to
the U.S. government.

CROSS-STRAIT
KAOSHIUNG’S MAYOR HAN
VISITS CHINA, HONG KONG
Han Kuo-yu’s shock defeat of a DPP
candidate last November to become
mayor in the southern port city of Kaohsiung, previously considered a ruling
party stronghold, means that many
in the KMT are now eyeing him as a
potential presidential candidate. Han
so far has reiterated his commitment
to continue to serve his constituents in
Kaohsiung.
In the meantime, the new mayor –
who once described Taiwan and China
as partners in an “arranged marriage”
who had fallen “madly in love” – at the
end of March set off on a week-long trip
to Hong Kong, Macau, Shenzhen, and
Xiamen to drum up business for Kaohsiung and promote cultural exchanges.
His unscheduled visits to Beijing’s liaison offices in Hong Kong and Macau
drew the ire of Mainland Affairs Council Minister Chen Ming-tong, who

WARM WELCOME — Kaohsiung Mayor Han Kuo-yu was greeted by a throng of
well-wishers when he arrived at the Hong Kong airport.
PHOTO: CNA

criticized the “political sensitivity” of
these first such contacts for a Taiwanese
politician. DPP politicians also slammed
Han for tacitly accepting China’s “one
country, two systems” model, which
Taiwan rejects.

BUSINESS
FOXCONN REJECTS
MICROSOFT PATENT SUIT
Terry Gou, chairman of the Foxconn
Technology Group, which trades as Hon
Hai Precision Industry, in mid-March
responded to a patent infringement
lawsuit filed against one of his subsidiaries by Microsoft Corp. He said that
as a contract manufacturer, his group
has never been required to pay royalties
for use of the U.S. company’s software,
Reuters reported.
Microsoft filed the complaint against
subsidiary FIH Mobile in the Northern
District of California, claiming unpaid
royalties for patents used in devices that
Foxconn produces for its clients. In a
statement, Microsoft said the legal action
was related to the royalty reporting and

audit terms of a contract it signed with
Hon Hai in 2013.
In a separate development, Foxconn
promised to complete work on a new
factory in Wisconsin to assemble
liquid crystal display screens and start
production before the end of 2020.
Previously the company had appeared
to back away from its commitment to
carry out the investment as originally
announced.

TAIPOWER TO END CPC’S
LNG IMPORT MONOPOLY
The state-owned Taiwan Power Co.
expects to start importing liquefied natural gas (LNG) starting in 2023 and has
signed two non-binding deals to buy the
fuel, a Taipower executive told Reuters.
Albert Jen, deputy director of the utility’s
department of fuels, said the company
expects to convert the deals into binding sales and purchase agreements by the
end of the year. Taipower’s entry into
this field means that another state-run
enterprise, the CPC Corp., the national
oil company, would lose its status as
Taiwan’s sole importer of LNG.
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COVER STORY
TRA 40

Marking 40 Years of the
Taiwan Relations Act
臺灣關係法40週年
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COVER STORY
TRA 40

The TRA, the Linchpin of Taiwan’s
Relations with the U.S.
AmCham Taipei played a key supportive role when formal diplomatic ties
ended 40 years ago.

BY DON SHAPIRO

F

orty years ago, it seemed inevitable to many that Washington
would eventually establish diplomatic ties with Beijing. But one of the
big unknowns was how this monumental
shift would affect Taiwan.
Before President Jimmy Carter finally
announced the switch on December 15,
1978, American and Taiwanese officials
had never discussed how to assure the
maintenance of relations after the break
in formal mutual recognition.
A number of major questions were
left unanswered: Could trade and travel
flows continue without major disruption?
Although the Mutual Defense Treaty
was being abrogated, would the U.S.

still include Taiwan within its security
umbrella? Would Taiwan be able to buy
defensive weapons from the U.S., its main
supplier of military equipment? Could
Taiwan retain the rights to its assets in
the U.S., including nearly all the foreignexchange holdings of the Central Bank?
Most fundamentally, without embassies
and other normal diplomatic channels,
how could the two governments interact?
The eventual solution to the quandary
was the Taiwan Relations Act (TRA),
passed by Congress in March 1979 and
signed into law by President Carter on
April 10. The statute established the foundation for continued robust – albeit unofficial – interaction between the two coun-

tries. Although the lack of officiality was
a blow to Taiwan, “at least the TRA
made it possible for us to have the secondbest situation,” says political scientist Tien
Hung-mao, a former foreign minister.
Celebrations marking the 40th anniversary of the TRA are currently being
held in both Taiwan and the U.S. The
American Institute in Taiwan (AIT), the
quasi-embassy that owes its very existence
to the provisions of the TRA, is holding
a series of forums and other observances
throughout the year. AIT’s counterpart
in Washington, the Taipei Economic and
Cultural Representative Office, is sponsoring a gala reception to which many
of the leading political figures in the U.S.

灣關係法
關係 關
台灣和美國40年前終止正式外交關係後，台北市美國
商會扮演重要的支援角色。
0
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are being invited. And AmCham Taipei,
which played a key role – much of it
behind the scenes – in the drafting of the
TRA, has made the anniversary the main
theme of its high-profile 2019 Hsieh Nien
Fan banquet on April 10.
During that critical period 40 years
ago, AmCham Taipei made a pivotal
contribution by speaking out vigorously
in favor of strengthening the content of
the bill that became the TRA. The chief
spokesman was Chamber Chairman
Robert Parker, who went to Washington to testify at hearings conducted by the
Senate Foreign Relations Committee and
House Foreign Affairs Committee. His
testimony stressed the paramount importance to the American business community of including a “clear and sufficient
legal framework for U.S. investments and
trade with Taiwan” in the proposed legislation, as well as incorporating a strong
statement of U.S. support for Taiwan’s
security in the face of threats from China.
Those messages were repeated in numerous private meetings with U.S. officials.
W h e n t h e A m e r i c a n a n d Ta i w a n
sides began communicating about the
precise language to use in the draft legislation, the Taiwanese found themselves
at a disadvantage. Since “we didn’t know
how to write American law, we turned
to AmCham for help,” recalls Fredrick
Chien, the deputy foreign minister at
the time. Parker and three other lawyer

0

What the TRA Says
Security

• “The United States will make available to Taiwan such defense articles and
defense services in such quantity as may be necessary to enable Taiwan to
maintain a sufficient self-defense capability.”
• “The President is directed to inform the Congress promptly of any threat
to the security or the social or economic system of the people on Taiwan
and any danger to the interests of the United States arising therefrom. The
President and the Congress shall determine, in accordance with constitutional processes, appropriate action by the United States in response to any
such danger.”

Legal Status

• “The absence of diplomatic relations or recognition shall not affect the
application of the laws of the United States with respect to Taiwan, and the
laws of the United States shall apply with respect to Taiwan in the manner
that [they] applied with respect to Taiwan prior to January 1, 1979.”
• “Whenever the laws of the United States refer or relate to foreign countries, nations, sates, governments, or similar entities, such terms shall
include and such laws shall apply with such respect to Taiwan.”

Establishment of AIT

• The American Institute in Taiwan, a nonprofit corporation, is authorized
to conduct “programs, transactions, and other relations” on behalf of the
President or any agency of the U.S. government.
• AIT is authorized to “assist and protect the interests of United States
persons” by providing notarial services and other acts for consular
purposes.

0

0

重建關係
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members of the Chamber “gave us a lot
of tips about what we should request, so
in a way the TRA was partially written
by AmCham,” Chien says.
Besides its role in crafting the TRA,
AmCham during that period was also
instrumental in ensuring that American
community institutions in Taipei – including the Taipei American School, American Club, English-language radio station,
and youth activities – could continue

operating despite the departure of the
embassy and military. [See the accompanying article in this section].
“That period was undoubtedly
AmCham’s finest hour,” says AmCham
Taipei President William Foreman. “The
embassy was winding down and AIT
hadn’t been established yet, so there was
a real leadership vacuum. Rob Parker
and other Chamber leaders stepped up
and took on the challenge. We should all

A Personal Recollection
At the time of “derecognition,” I was the accredited correspondent in Taiwan
representing Time magazine. Shortly after news of the American “perfidy” was
broadcast in Taiwan, I hailed a taxi outside my apartment building to get to a news
conference at the Executive Yuan. As the cab proceeded up Fuxing South Road, I
could see the driver glaring intently at me through the rear-view mirror.
After a minute or two, he growled a challenge at me: “What country are you
from?”
Momentarily I considered avoiding his wrath by answering “Canada.” After all, I
had grown up in Buffalo, New York, almost on the border. But then I thought, “I’m
an American and proud of it – I should admit it.”
As soon as I said Meiguoren, he spat out: “Why haven’t you gone home?”
I explained that President Carter hadn’t asked my opinion and that he didn’t
represent the views of all Americans. I said I loved living in Taiwan and planned to
stay, and that most my American friends felt the same way.
Gradually, block by block, I could see his facial expression softening. By the time
we got to my destination, he was all smiles, and as I got out of the cab he waved a
vigorous good-bye.
The incident, which says a lot about the good nature of the Taiwanese, has
remained one of my favorite memories to this day.
— By Don Shapiro

18

be grateful for their efforts, which helped
ensure continued social stability and business confidence in Taiwan.”

Rebuilding a relationship
That positive outcome was by no
means guaranteed. Back in 1978 and
early 1979, the absence of any concrete
plans for TRA-like legislation left Taiwan
– and multinational businesses operating on the island – in a state of uncertainty and anxiety. For years the U.S.
and Taiwan had preferred to avoid the
sensitive topic of the nature of the post“derecognition” relationship, even
though the Shanghai Communique
signed during President Richard Nixon’s
groundbreaking trip to China in 1972
had made the eventual normalization of
U.S.-China relations appear inevitable.
The White House and State Department had been careful to keep Taiwan
in the dark about their intentions for
fear the Taiwanese would seek to rally
support from their friends in the U.S.
Congress, complicating the administration’s room for maneuver. On the Taiwan
side, some officials – sensing what was
coming – considered whether their
government should seek negotations with
the U.S. in order to salvage the best possible deal, but they were overruled by superiors who regarded that as prematurely
sealing Taiwan’s fate. Fredrick Chien said
Foreign Minister Shen Chang-huan told
him it would be like putting the lid on
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your own coffin.
The suddenness of the Carter
announcement, without adequate forewarning, was taken by the Taiwan side
to be almost as much of an affront as the
derecognition itself. American Ambassador Leonard Unger – who learned of the
pending break in relations only late in
the evening when he received a call from
Washington while attending AmCham
Taipei’s holiday ball – had to have President Chiang Ching-kuo awakened well
past midnight so he could break the news
in person.
To help ease the shock of the Carter
speech, American officials passed
the word that a bill would be sent to
Congress to set out the legal basis for the
new relationship. But when a U.S. delegation headed by Deputy Assistant Secretary of State Warren Christopher arrived
in Taipei on December 27, the Taiwanese were in no mood to be appeased.
Receiving the group at the military
section of the Sungshan Airport, Deputy
Foreign Minister Chien sternly expressed
Taiwan’s resentment at having been
shunted aside by an old friend.
As the Christopher motorcade left the
airport, a crowd of angry demonstrators pelted it with eggs and mud. Some
wielded sticks that cracked windows in
several of the vehicles. (Riding in the
press bus at the back of the motorcade,
this writer was hit by a ham sandwich
flung through a broken window).
In meetings the next day, the Taiwan

AmCham leaders Marinus van Gessel (left) and Robert Parker (center) meeting with
Premier Y.S. Sun in early 1979 over the numerous post-"derecognition" issues needing to be resolved.

lishment of AIT as a non-profit institution to be staffed by officials on leave
from the U.S. government, and Article 3
authorized U.S. government agencies to
assist AIT in implementing governmentassigned programs and projects. “Nothing about security or arms sales, and no
definition of Taiwan’s future legal status
under U.S. law,” says Chien.
AmCham shared that disappointment. Over the previous several years,
AmCham Board members had given
considerable thought to the future of
U.S.-Taiwan relations and already had
a policy document in place. The main
author was Corning executive Marinus
“Dutch” van Gessel, who had served as a

officials asked to see a copy of the draft
legislation they had been told about.
According to Chien, the Taiwan side was
further exasperated when Christopher
admitted that nothing had yet been put
on paper. The U.S. mission soon returned
to Washington with little accomplished.
When an administrative bill, dubbed
t h e Ta i w a n E n a b l i n g A c t , f i n a l l y
appeared, Taiwan and its supporters found it woefully insufficient. “The
administrative draft was very simple,
consisting of just three articles,” Chien
recalls. Article 1 allowed the U.S. government to continue to deal with “the people
on Taiwan” without defining who those
people are. Article 2 called for the estab-
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deputy assistant secretary of commerce in
the Reagan administration. Having made
the strategic decision not to oppose U.S.
recognition of China per se, the Board
concentrated on lessening the potential
impact on U.S. business in Taiwan.
Robert Parker adhered to that principle in his testimony before the Congressional committees. Citing the serious
weaknesses in the administration bill, he
urged Congress to enact legislation that
would declare America’s strong commitment to Taiwan’s defense and assure
Taiwan’s continued ability to obtain
defensive weapons from the U.S. “Business thrives on certainty, and no element
of certainty is more essential than a
reasonable assurance of physical security,” he told the committee members.
Parker went on to identify numerous
other practical issues, unaddressed in the

Taiwan Enabling Act, that could impinge
on business operations. He stressed that
the final legislation should contain the
following assurances:
• Existing treaties and agreements
b e t w e e n t h e U . S . a n d Ta i w a n
(other than the defense treaty)
would remain in effect.
• Future agreements between the
U.S. and Taiwan would have the
force of law.
• Taiwan would have the capacity to
enter into contracts and sue in U.S.
courts.
• U.S. courts would recognize and
enforce Taiwan’s laws and judgments.
Parker’s full testimony was broadcast
live in the U.S. over PBS and rebroadcast in Taiwan over what were then the
three local TV networks. “Thanks to the

power of television, practically eveyone
in Taiwan knew the stand taken by
AmCham,” Parker and van Gessel later
wrote in the April 2009 issue of Taiwan
Business TOPICS. When the final
version of the TRA was released, those
who had heard the broadcast “recognized that vitually all of AmCham’s principal recommendations had been written
into the law.”
Wi t h o u t t h e T R A , “ i t w o u l d b e
hard to imagine how all the economic,
cultural, and security connections
between Taiwan and the United States
could have been maintained” over the
past four decades, says onetime foreign
minister Tien Hung-mao. “But thanks to
the TRA, the U.S. has been able to have
closer relations with Taiwan than it does
with many countries where it enjoys a full
diplomatic relationship.”

Providing Leadership at a Time of Crisis
AmCham also worked closely with the Taiwan government in 1979 to
preserve – or refashion – important expat community institutions.

BY DON SHAPIRO

T

he U.S. decision in late 1978 to
cut diplomatic relations with
Taiwan suddenly put at risk the
ability of various American community
institutions in Taipei to continue operating. Those entities’ legal status in Taiwan
had been tied to the American military
presence, which was about to be phased
out during 1979 with the termination of
the Mutual Defense Treaty.
By virtue of its contract with the U.S.
Defense Department to educate American
military dependents, the Taipei American
School had been covered under the U.S.Taiwan “Status of Forces Agreement.”
But once the military departed, there was
no certainty that Taiwan’s Ministry of
Education would be willing to permit a
school run by a board of foreign parents
to stay open.
20

At the time, the only English-language
radio station on the island was the U.S.
military’s AFNT (Armed Forces Network
Taiwan). In the pre-internet era, its ability to broadcast emergency information
about typhoons and earthquakes was
considered vital.
The American Club was located on
property belonging to the Taiwan military. And most of the youth-related activity programs for the foreign community –
everything from the Boy Scouts and Girl
Scouts to Little League baseball – had
also come under the military umbrella.
Substitute arrangements would need to
be devised – and in a hurry.
“The U.S. Embassy was gone, and
the American Institute in Taiwan (AIT)
h a d n ’t y e t b e e n c r e a t e d . A m C h a m
stepped forward as the new leader of

the American community,” recalled two
AmCham leaders from that period, Marinus “Dutch” van Gessel and Robert
Parker, in a joint article in 2009 for
Taiwan Business TOPICS.
As a result, at the same time as it was
mobilizing to urge the U.S. Congress to
enact the strong legislation that would
emerge as the Taiwan Relations Act, the
Chamber took on the challenge of ensuring that organizations serving the foreign
community could survive and prosper.
Parker, the AmCham chairman that
year, and van Gessel, a former chairman,
had plenty of support from AmCham’s
member companies.
“The great thing was how everyone
came together and asked how they could
help,” Parker said during a recent visit to
Taipei. “Kent Price, the head of Citibank,
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was especially supportive. He assigned
each of his top executives to get involved
with a different committee.”
The Chamber asked for a meeting with Premier Y.S. Sun, who knew
the foreign business leaders well from
his previous position as Minister of

Economic Affairs, and submitted a series
of requests for government action:
• Providing the Taipei American
School with a new status tying it
to the about-to-be-established AIT
rather than the U.S. military.
• Turning land in the Tienmu neigh-

borhood that had been used for
U.S. military housing over to the
Taipei American School to allow
it to move from its frequently
flooded campus in the Shilin
district.
• Granting AmCham permission to

台北市美國商會1979年也和台灣政府密切合作，以保護
（或改造）重要的美國僑社機構。
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arrange for a new International
Community Radio Taipei (ICRT)
to take over the English-language
broadcasting function of AFNT.
• Authorizing the creation of the
Taipei Youth Program Association
(TYPA) to offer after-school activities for foreign youngsters.
• Allowing the overcrowded American Club to move into larger
premises that formerly housed the
U.S. military’s non-commissioned
officers’ club.
In less than two weeks, the Premier’s
office came back with a positive response
to every request.
With so much going on regarding
both the TRA and the community organizations, for several months Parker barely
had time for his law practice with the
Taipei branch of an American firm. His
understanding partners dispatched an
attorney from the U.S. to help out for the
interim.
Parker considered it important to keep
the Chamber membership informed of
every new development in the discussions
with the U.S. and Taiwan authorities.
Without the convenience of email or even
fax, he resorted to mailing out a letter
every two or three days.
With regard to the community issues,

the biggest challenge turned out to be
ICRT, as there was no provision under
Taiwanese law for a foreign-language
radio station.
“But President Chiang Ching-kuo
avidly supported the idea. He saw it as
a good way to emphasize continuity in
the relationship with the U.S.,” Parker
recalls. “He ordered that the new station
go on the air immediately without a
minute of silence after AFNT shut down.
We ran into many bureaucratic obstacles,
but each time we could remind the people
involved that the President was behind
the initiative. Did they want to be the one
who was obstructing it?”
The ICRT project was the only issue
over which the AmCham Board was
divided, Parker says. “Some said it’s not
AmCham’s role to run a radio station,
but a majority saw the importance for the
expat community.”
The U.S. military agreed to sell
AFNT’s broadcasting and transmission
equipment for a token one dollar, and
a Hawaii-based consultant was hired to
help recruit personnel and get the station
organized. Once the spadework was
accomplished, AmCham gladly handed
responsibility for ICRT over to a foundation led by prominent Taiwanese financier Jeffrey L.S. Koo.

As for the American Club’s planned
move to the former non-commissioned
officers’ facility, some last-minute complications nearly scuttled the project. Two
weeks before the scheduled move-in date,
while extensive renovations were just
nearing completion, Parker was notified that the deal was off – and that
he couldn’t be told the reasons for the
change. After making inquiries, Parker
concluded that the problem was probably security officials’ concern about the
proximity of the club site to President
Chiang’s residence.
Through local friends with highlevel connections, Parker confirmed that
the President was unaware of the problem and had no objections to having the
club in his neighborhood. The move took
place as originally scheduled.
At the Premier’s directive, key Taiwan
government officials met frequently with
the AmCham leaders to help ensure that
the plans for the various community
organizations were carried out smoothly.
One of the officials was Fredrick Chien,
then the deputy foreign minister. “Despite
the disruption in diplomatic relations, we
wanted to see to it that the lives of American residents in Taiwan would be as
comfortable as possible,” he recalled in a
recent interview.

The Breadth of Bilateral Cooperation
The absence of diplomatic ties hasn’t deterred the establishment of
collaboration in a host of different fields.

BY DON SHAPIRO

D

uring this commemoration year
for the Taiwan Relations Act,
Taiwan and the U.S. can take
satisfaction from knowing that 40 years
and the loss of formal diplomatic relations haven’t dimmed the deep-seated
friendship and widespread cooperation
between them.
In fact, many would argue that the
22

bilateral relationship is more firmly
grounded than it has been in years. A
number of Taiwan’s long-time supporters in the U.S. are serving in high-level
positions in President Donald Trump’s
administration, and powerful members of
Congress from both political parties have
been regularly voicing encouraging words
for Taiwan and proposing measures to

strengthen the relationship.
A tangible expression of the American commitment to Taiwan is set to take
place May 6 when the American Institute in Taiwan (AIT) – the U.S. Embassy
in everything but name – opens the doors
for business at a spankng new complex
built at a cost of US$255.6 million in
Taipei’s Neihu district.
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In terms of defense assistance, a major
U.S. arms sales package for Taiwan may
be in the offing. Taiwan last month officially submitted requests to purchase 66
F-16 Viper fighter jets for its air force
and M1 Abrams tanks for the army. The
Trump administration and Congress are
reportedly likely to approve the deal.
Some of the increased U.S. attention
to Taiwan may be due to the souring of
American relations with China. Under
Trump, the U.S. government has engaged
in a tariff war with Beijing over what
it sees as China’s unfair trade practices.
Washington has also expressed concern
about China’s aggressive behavior in the
South China Sea and its potential threat
to security across the Indo-Pacific.
More fundamentally, the closeness
of the relationship is based on what the
two governments constantly cite as their
shared values of democracy, freedom,
and human rights. One of the latest such
comments from a high-level U.S. official
was Secretary of State Mike Pompeo’s
praise for Taiwan – at a Micronesia Presidents’ Summit in February – as a “democratic success story, a reliable partner, and
a force for good in the world.”
Based on that mutual trust, the two
governments have engaged in many more
cooperative activities than the general
public in either country would be aware
of. A sampling:
• Defense. Representatives of the U.S.

CHANNELS OF COMMUNICATION — TSMC founder Morris Chang, Taiwan’s representative at the APEC leaders’ summit in Papua New Guinea last November, chats
with U.S. Vice President Mike Pence on the sidelines of the conference.
PHOTO: MINISTRY OF FOREIGN AFFAIRS

and Taiwan military are in frequent
communication regarding issues
related to Taiwan’s defense readiness and regional strategic planning. Elite Taiwan military units
and fighter pilots have received
training in the U.S.
• Space programs. Over the past
n e a r l y t w o d e c a d e s , Ta i w a n ’s
National Space Organization
has jointly developed a series of
weather monitoring and forecasting satellites together with the
U.S. National Oceanic and Atmospheric Administration (NOAA).
It was announced in February that
construction had been completed in

Taiwan of the latest cluster of six
satellites, known as Formosat-7,
which were being readied for shipment to the U.S. for launching.
• Digital economy forums. Experts
from the two countries are brought
together periodically for discussion of policy issues and regulatory
approaches affecting such areas of
growing importance as e-commerce,
cybersecurity, and financial technology. In an offshoot of this program,
the two governments hope to utilize
Taiwan’s experience in cultivating
startups to help encourage entrepreneurship in Southeast Asian countries. The U.S. Agency for Interna-
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雖然沒有外交關係，但兩國照樣進行各種領域的合作
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tional Development (AID) is slated
to be involved in this effort, as is
Taiwan’s Small and Medium Enterprise Administration.
• Training for third countries. Among
the most successful collaborative
efforts has been the Global Cooperation Training Framework. The
program has enabled the U.S. to tap
into Taiwan’s expertise and experience in offering training to midlevel government officials and civilsociety professionals from Southeast Asian countries in a wide variety of subjects. The invitations are
issued by the American Embassies in the third countries, giving
Taiwan a highly appreciated opportunity to overcome the political
pressures that often block its participation in the international arena.
Since the program began nearly five
years ago, 16 training sessions with
a total of more than 300 attendees
have been held in Taiwan. Among
the topics covered have been
women’s empowerment, combating transnational crime, fighting epidemics such as dengue fever
and the sika virus, and defending
democracy through media literacy.

• Intellectual property rights. Generally once a year, AIT arranges for
American judges specializing in IPR
law to spend a few days in Taiwan
passing along some of their knowledge and experience to Taiwanese
judges and prosecutors. This exposure has contributed to the notable
improvement in IPR enforcement
in Taiwan over the past decade or
more.
• Environmental protection. Taiwan
and the U.S. engage in a host of
cooperative initiatives on such
topics as conservation, deforestation, and raising environmental
consciousness among young people.
Some of the programs have been
held together with third countries.
• Scholarly exchange. Through the
Fulbright program in Taiwan,
jointly funded by the U.S. and
Taiwan governments, over the
past 60 years some 1600 Taiwanese scholars have received grants
to spend a year in the U.S. doing
research or study projects. An equal
number of American academics
have been brought to Taiwan for
similar projects. In recent years, the
Foundation for Scholarly Exchange,

which runs Fulbright Taiwan, has
expanded its mission to include
various forms of educational assistance, especially for Englishlanguage training. Each year it
brings more than 100 young graduates of American colleges to Taiwan
to serve as teaching assistants in
public schools around the island,
especially in remote and underprivileged areas.
• Humanitarian assistance. An example of cooperation in this area is the
role of vessels in Taiwan’s extensive deep-sea fishing fleet in coming
to the rescue of other ships in trouble. The U.S. Coast Guard recently
held a ceremony in Kaohsiung to
present awards to the owners and
crew of Taiwanese fishing boats that
have assisted with search and rescue
operations.
• Marine science. As an island nation,
Taiwan has developed considerable
expertise in oceanic-related issues,
such as the control of offshore
pollution. Researchers from NOAA
frequently visit Taiwan to share
information. In a joint project with
NOAA, instrumentation located
in Taiwan helps tracks the level of
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airborne mercury absorbed by the
Pacific Ocean.
• Container security. Officers from
the U.S. Department of Homeland Security are based at Kaohsiung and Keelung harbors to
work with Taiwanese customs officials to intercept any dangerous
goods before they are transported
to the U.S. Besides the Container
Security Initiative, a separate Megaports program specifically checks
for radioactive cargo.
• Nuclear security. A joint group of
specialists meets annually to review
information on the security of
Taiwan’s nuclear power plants. As
Taiwan goes through the process of
decommissioning those units in the
coming several years as their licensure expires, the U.S. experts are
expected to provide valuable guidance on proper procedures.
• Water management. Taiwan has
had longstanding cooperation
with the U.S. Army Corps of Engineers, which provides advice on
the design and location of potential
new reservoirs and techniques for
removing silt from existing reservoirs.

students enrolled in the U.S., Taiwan
ranked as the seventh largest source
of international students at American
universities.
Two-way trade between Taiwan and
the U.S. came to US$76 billion in 2018,
an 11% increase over the year before.
Taiwan ranked as the 11th largest trading partner with the U.S. “The expanding
range of our trade in goods and services
is one of the most remarkable features of
the commerical relationship,” a statement
from AIT noted. “Taiwan has always
been a major buyer of U.S. agricultural
exports, but over time has also become
a leading buyer of U.S. equipment used
in advanced technology manufacturing,
such as for semiconductors.”
American companies have long been
among the leading foreign investors in
Taiwan. They have been major players in
such sectors of the economy as technology, retail, and financial services.
In the past several years, Taiwanese companies have shown an increased
interest in investing in the U.S. Last
year Taiwan’s delegation to the SelectUSA Investment Summit in Washington,
D.C., sponsored by the Department of
Commerce, consisted of over 65 companies, the largest contingent worldwide.

All of these programs are in addition
to the day-to-day promotion and facilitation of travel, trade, and investment
between the two countries.
S i n c e N o v e m b e r 2012, t r a v e l t o
the U.S. has been expedited through
Taiwan’s admission into the U.S. government’s Visa Waiver Program. Taiwan is
one of only seven economies in the Asia
Pacific and 37 worldwide to enjoy visafree entry into the U.S. In 2017, Taiwanese passport-holders also became eligible to enroll in Global Entry, a “trusted
traveler” program that simplifies the
entry procedures at American airports.
In return, American citizens became the
first non-residents of Taiwan eligible to
participate in Taiwan’s equivalent e-Gate
program.
According to the U.S. Department
of Commerce, over 475,000 Taiwanese
visited the U.S. in 2017, while Taiwan
Tourism Bureau statistics show that close
to 575,000 American citizens came to
Taiwan in 2018.
Over 80,000 U.S. citizens are estimated to be in Taiwan on any given day,
including 17,000 tourists, 15,000 Americans registered as legal alien residents,
and over 48,000 dual nationals.
W i t h n e a r l y 22,500 Ta i w a n e s e
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Take Stakeholders
Seriously:
the Key to Down-toearth Policies

I

n September 2018, Taiwan went
through its quadrennial WTO
Trade Policy Review (TPR). In this
round, Taiwan not only received positive comments from the TPR members
but voluntarily committed to becoming
a “developed member” of the WTO,
indicating that Taiwan is ready to
better connect with the global market
and improve the ease of doing business
locally.
“Chinese Taipei was commended for
its transparent and predictable trade
policies as well as its initiatives to create
a friendlier business and investment
environment including: investment
regime liberalization; support to SMEs
and entrepreneurs; increased transparency in the process of developing
regulations ; and a reduction of restrictions on the recruitment of overseas
professionals,” concluded chairperson
Eloi Laourou in the closing remarks of
the TPR Conference.
Along these lines, according to the
2019 Index of Economic Freedom
released by the Heritage Foundation,
Taiwan ranked 10th out of 180 countries
in terms of economic freedom, placing it
ahead of Japan and South Korea.

26

Indeed, the government keeps
demonstrating to the international business community that it is achieving
improvements in the island’s business environment. Unfortunately, these
achievements of the Tsai Administration seem not to have resonated well
among Taiwanese voters, as shown
by the ruling party’s landslide defeat
in last year’s municipal election. As a
result, making these positive economic
achievements more tangible and more
widely perceived has become the top
priority for the government.
One of the key means to close the
gap between Taiwan’s “better business environment” and the “perceptible
positive changes” it engenders is “stakeholder inclusiveness.” Stakeholders
expect the competent authorities to
take their opinions into serious consideration and to provide reasonable
responses.
L e t ’s t a k e t h e 6 0 - d a y p u b l i c
comment period as an example. In
October 2016, as a result of the international business community’s constant
effort to promote transparency in
the rule-making process, the Executive Yuan finally required all central

government bodies to set aside at least
60 days for public comments before
the introduction of any new regulations or legislative amendments. This
progressive step is very welcome.
However, there is concern that unless a
serious and real “stakeholder inclusiveness” approach is adopted, such public
consultations will fall short of their
intended objective and become a mere –
and ineffective – formality.
AmCham’s 2019 Business Climate
Survey underscores this concern. When
asked about the 2016 extension of the
notice and comment period for new
regulations from 14 to 60 days, less
than 27% of the respondents agreed
with the statement that “government bodies give serious attention to
comments from the public and typically
provide carefully considered relevant
responses to public input.”
The consultation process for the
To b a c c o H a z a r d P r e v e n t i o n a n d
Control Act (THPCA) is a case in point.
In 2017, before the Executive Yuan sent
its THPCA amendment proposal to the
Legislative Yuan for the first reading, a
60-day comment period was provided.
According to official statistics, over
14,000 petitions were submitted by
stakeholders over the 60 days. Many
of the comments expressed serious
concern over the wide range of extreme
regulatory measures contained in the
proposed amendment.
An example was the “3-strike rule”
allowing the competent authorities to
terminate a company’s import or manufacturing licenses once the company
was found guilty of violating the
THPCA’s ban on promotional activities
three times over a period of five years.
In addition, the alleged offender would
continue to be subject to the existing
hefty fines ranging from NT$5 million
to NT$25 million per violation.
If enacted, the 3-strike rule could
easily result in forcing legitimate
companies out of the market, especially
considering the discretionary and inconsistent way in which the local health
authorities have been interpreting the
definition of “tobacco promotion.” In
fact, the inconsistency in defining and
enforcing laws and regulations is a serious cross-industry concern for Taiwan’s
investment environment. AmCham’s
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holders from the business community
and the general public conveyed their
serious concerns regarding the THPCA
amendment proposal. Regrettably,
the government remained steadfast
about going forward with this drastic measure. What caused the most
stakeholder disappointment is that the
government showed little if any real
commitment to the concept of “stakeholder inclusiveness” by failing to
provide concerned stakeholders with
substantive reasons as to why their
comments were ignored.
With the 2020 presidential election
around the corner, the performance of
the Tsai Administration is now being
scrutinized by the general public. With
an aim to win back the trust of Taiwan-

2019 Business Climate Survey indicates
that less than 28.5% of the respondents
agree that “laws and regulations are
interpreted in a consistent manner and
are not subject to different interpretations by different government bodies or
government personnel.”
The inconsistent interpretations
of regulations make the 3-strike rule
even more worrisome. The entire legal
tobacco industry, including its supply
and distribution chain, could easily
come to a halt. Consumer demand for
tobacco products would subsequently
be catered to by illegal tobacco traders, which would erode tax revenue
and undermine the government’s public
health objectives.
This is why more than 14,000 stake-

ese voters, President Tsai Ing-wen
appointed Su Tseng-chang, an experienced former premier, to lead the
Cabinet in hopes that he will be able to
improve the people’s livelihood, protect
Taiwan’s democracy, and safeguard
Taiwan’s sovereignty.
“I will lead the team and roll up my
sleeves to satisfy the people’s expectations and respond to people’s interests,”
said Premier Su at the handover media
conference held by the Presidential
Office. We appreciate Su’s ambition
and hope that the Su cabinet will realize that the key to formulating downto-earth and credible policies that
are accepted by the wider public is to
take all stakeholders and their views
seriously.
– b y J T I
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THE WTO CRISIS AND TAIWAN
The biggest concern for Taiwan is that the body’s dispute-resolution mechanism
may be weakened or unable to function.

BY JENS KASTNER

U

.S. President Donald Trump
has made no secret of his disd a i n f o r t h e Wo r l d Tr a d e
Organization (WTO) and the way it
regulates trade among its 164 members.
Trump has even threatened to withdraw the United States from the body if
“they don’t shape up,” claiming countries such as China have exploited the
WTO at the expense of American jobs.
Even many supporters of the WTO
believe the organization will need to
undergo major changes to operate effectively.
The cloud of certainty hanging over
the WTO poses especially grave risks
for heavily trade-dependent countries
such as Taiwan. Besides having a relatively small domestic market, Taiwan
faces political pressure from China
that has deterred most other countries
from welcoming Taiwan into bilateral
or multilateral free-trade agreements.
Especially worrisome for Taiwan are
efforts to weaken the WTO’s disputeresolution mechanism.
“The WTO is the best deal Taiwan
has, given our insufficient free-trade
agreement coverage,” says Darson
Chiu, deputy director of the Economic
Forecasting Center of the Taiwan Insti28

tute of Economic Research (TIER).
“As a heavily trade-oriented economy,
we must do our utmost to support the
WTO, and we must now begin taking
the right side in the struggle among the
big players.”
The most influential players in the
WTO – the United States, China, EU,
and Japan – have found it hard to come
to any agreement on how the regulatory
regime for trade should be revised.
In mid-March, Vice President Jyrki
Katainen of the European Commission
criticized the “selfish” U.S. approach
to trade and likened attempts to reform
the WTO to “pushing a rope.”
At the same time, U.S. Trade Representative Robert Lighthizer assured
Congress that the U.S. government was
working “diligently” to negotiate new
WTO rules. He described the WTO as
using an “out of date” playbook that
fails to take into account the rise of
China and evolution of the internet.
On the long list of Trump’s grievances, mainly targeting China, are the
continued use of the WTO’s “developing economy” status by once-poor
countries that have outgrown that designation, subsidies for state-owned
enterprises (SOEs), and rampant intel-

lectual property theft.
Ta i w a n v o l u n t a r i l y g a v e u p i t s
“developing economy” status in
October 2018, whereas China has continued to strenuously resist any attempt
to remove it from that category. Under
WTO rules, a member that declares
itself a “developing economy” can
receive lenient treatment ranging from
longer timetables for implementing
agreements to less robust market-access
commitments.
The U.S. also complains that the
WTO’s Appellate Body – which is
designed to review decisions made by
panels in disputes brought by WTO
members – has developed into something that resembles an international
court and therefore infringes on
national sovereignty.
Trump has said he would prefer
to see U.S. participation in the WTO
replaced by bilateral agreements with
each of its main trading partners.
Smaller countries regard that as an
undesirable prospect that would leave
them vulnerable to the strong bargaining power that the United States
could exert.
The WTO came into existence in
1995, replacing the former General
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Agreement on Tariffs and Trade system
(GATT), which covered mainly import
tariffs and quotas on manufactured
goods. The broader scope of the WTO
includes the liberalization of crossborder trade in services and agriculture.
Taiwan was admitted to the WTO
in 2002 – at China’s insistence as a customs territory rather than a sovereign
state, and is referred to in the organization as “Chinese Taipei.” Taiwan’s
application had been held up for several
years to enable China to save face by
entering first.
WTO membership facilitated the
rapid development of the island’s electronics industry, which in the previous
decade had suffered from trade barriers
in key export markets. Specifically, the
WTO’s Information Technology Agreement (ITA) kept tariff rates for products
such as early-generation semiconductors, computers, and fax machines at
close to zero, accelerating Taiwan’s
pivot away from traditional manufacturing sectors such as textiles and toys
to electronics.
Electronics parts and information technology products together now
make up more than 40% of Taiwan’s
overall exports and are a major contributor to the national GDP. Other sectors
that have gained the most from WTO
participation are solar PV components,
automotive parts, and steel manufacturing, according to market research
firm Frost & Sullivan.
Besides providing a favorable trade
environment, the WTO has given
Taiwan an effective channel for communication with foreign governments, a
significant benefit considering the country’s general diplomatic isolation.
“One reason why Vietnam today is
one of our most important trade and
investment partners is that we could
directly negotiate with them under the
WTO platform in the early 2000s when
they prepared for their own WTO entry
that eventually came about in 2007,”
says Kristy Hsu, section chief of the
Taiwan WTO Center at the Chung
Hua Institution for Economic Research
(CIER).
“More opportunity for us to act on
the international stage derived from
our ability to participate in the WTO’s
dispute settlement system, either as

Taiwan’s then-representative to the WTO, Yen Ching-chang (left), with his Singaporean counterpart after Taiwan’s 2008 accession to the Government Procurement Agreement under the
WTO.
PHOTO: CNA

a complainant or as a third-party
observer in other members’ disputes,”
she adds.
While Taiwan has never been the
target of a complaint from another
WTO member, it has so far brought
six cases to the dispute settlement
system objecting to anti-dumping measures imposed by trading partners.
Three cases were related to steel products (against the U.S., Canada, and
Indonesia), while the others involved
chemicals (India) and information technology products such as flat-panel
displays and set-top boxes (EU and
India).
Taiwan received favorable verdicts
against Canada and the EU. The other
four cases were settled to Taiwan’s satisfaction through consultations directly
with the counterpart.
The most recent WTO action came
in October 2018 when Taiwan joined
Malaysia in requesting consultations
with India, following India’s decision
to impose 25% “safeguard” duties on
imports of solar cells. A “safeguard”
action is a temporary measure to protect a specific domestic industry when
increased imports of a product are
deemed to be causing, or threatening
to cause, serious injury to the industry.
The matter is still pending.

“Luckily, no one has ever filed a
complaint with the dispute settlement
body against us,” says CIER’s Hsu.
“This proves that we have invested
every effort to be compliant with
the rules, and we will be supporting
the U.S., the EU, and Japan in their
efforts to reform the WTO, including
efforts to correct abuse of the developing economy status and subsidies to
SOEs.”

Reading the tea leaves
Darson Chiu from TIER says that
Taiwan enjoys considerable goodwill from the U.S. side, suggesting that
Washington would likely find a way to
cushion the economic impact on the
island if Trump were to really pull out
of the WTO as he did earlier from the
Trans-Pacific Partnership.
“U.S.-Taiwan relations have been
very good and fair under Trump,” says
Chiu. “He would need to craft some
sort of new bilateral agreement with us,
given that U.S. import tariffs for Taiwanese goods are on average much
lower than Taiwan’s import tariffs on
U.S. goods.”
Abhineet Kaul, Senior Director in
the Public Sector & Government Practice at Frost & Sullivan, sees the chance
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of the U.S. dropping out of WTO as
almost zero, but still warns that a weakened WTO dispute-settlement system
would pose significant risks to Taiwan.
Currently, the Appellate Body is
in limbo due to the U.S. objections to
filling vacant seats of judges. By September 2018, the normally seven-strong
body had only three judges remaining,
the same number required to hear each
appeal. Unless replacements are named,
it will be completely unable to function
when the terms of two more judges are
due to expire in December this year.
“If the dispute-settlement system
does not function properly, Taiwan
will have to become more active in
handling the issues or complaints bilaterally with other countries,” says Kaul.
“Otherwise the main losers will be its
manufacturers and exporters focusing
on electronics components, such as
integrated sectors, diodes, optical appliances, and PVs.”
The semiconductor sector, which
accounts for around 29% of Taiwan’s

total exports, has been watching the
situation closely, as any WTO reform
could impact the ITA.
Together with the U.S., EU, South
Korea, Japan, and China, Taiwan is
an active member of the World Semiconductor Council, which plays an
important role in ensuring that the
voice of the global semiconductor
industry is taken into consideration in
ITA negotiations.
The ITA underwent a crucial update
in 2015 to include products that did not
exist in the 1990s, such as smartphones.
A further upgrade is currently being discussed.
“Semiconductors are the ultimate
cross-border supply chain model, with
design, fabrication, assembly, and
testing often done in different countries,” the Taiwan Semiconductor
Industry Association (TSIA) said in a
statement to Taiwan Business TOPICS.
“So it is important for us that WTO
keeps tariffs near 0% and the exportimport procedures smooth. And we

“

prefer multilateral solutions to a complex patchwork of overlapping bilateral
FTAs, which each may have different
trade rules.”
As to whether any changes to the
ITA resulting from the current WTO
crisis might lead to semiconductor production leaving Taiwan for countries
that enjoy free-trade regimes, TSIA
replied that fabs and even design teams
are difficult to move.
At the same time, the possible effect
of a “comprehensive agreement on a
large range of issues” between the U.S.
and China, as sought by the Trump
administration, remains to be seen.
According to a Goldman Sachs report
published in March, if China makes
good on its promise to substantially
increase U.S. imports, causing Trump
to halt the trade war, Taiwan’s semiconductor industry could face major
disruptions. The assumption is that China’s “shopping list” would include large
quantities of American-made semiconductors.

Your authoritative source
on business in Taiwan
Don Shapiro and his team at Taiwan
Business TOPICS have been fantastic.
His in-depth articles on a range of
Taiwan economic issues – whether
it's healthcare, labor, or finance –
have been influential and insightful.
They have been a valuable source of
feedback for our policymakers.

“

President Tsai Ing-wen
speaking at AmCham Taipei’s 2018 Hsieh Nien Fan
banquet, March 21, 2018.
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THE REHFELDT GROUP’S
DEEP ROOTS IN TAIWAN
BY DON SHAPIRO
Edward Rehfeldt father and son in the 1970s.

W

hile in Asia in the fall of
1964, A m e r i c a n b u s i nessman Edward J. Rehfeldt
Jr. decided to make a stop in Taipei at
the invitation of a friend. Before the
visit was over, he had agreed to set up
an electronics components factory in
one of the first foreign investments on
the island.
In the more than half century since
then – over several stages of Taiwan’s
economic development – that first enterprise has evolved into what is now the
Rehfeldt Group. The founder’s son,
Edward J. (Eddie) Rehfeldt III, serves as
chairman, grandson Chris Rehfeldt is

Charlie Rehfeldt with posters of the American
appliances the group was importing.

president, and Eddie’s brother Michael
is vice president. Bothe Chris and
Michael were born in Taiwan.
The businesses within the group,
which include Air Associates and Lai Fu
Trading Co., range from air-cargo airline agency to defense systems to new
technologies, such as cybersecurity.
When the elder Edward Rehfeldt
made that first trip to Taiwan, he had a
solid grounding in the then still nascent
electronics industry – but also a background of ups and downs in business.
He was used to hardship and challenge.
“Dad was a child of the Depression
and had to quit school at the age of
14 because he was the only one in the
family who could get a job,” says Eddie.
Working in Chicago’s first electronics
company, the young man became a
skilled hand at advertising, marketing,
and sales. At the age of 36 – just before
the attack on Pearl Harbor – he started
his own electronics manufacturing company, together with a partner, making
electronic components for radar and
communications systems.
By 1948 he had grown restless, however. Selling out to his partner, Rehfeldt
bought a gold mine in Durango, Colorado, and moved his young family
west. They survived what was said to be
the worst blizzard in Colorado history,
says Eddie, but “Dad gave up when he
found it cost more to get the gold out of
the ground than he could sell it for.”
The next stop was Bakersfield, Cal-

ifornia, where Rehfeldt obtained the
franchise for a soft drinks company
called Mission Orange. “He tried to
compete with Coca-Cola for a few
years, but then we had the 1952 Bakersfield earthquake which badly damaged
the bottling plant,” says Eddie.
“Rather than keep on trying to compete with Coke, he decided to go back
into the electronics industry. He took
a book of photos of the factory that
he had had in Chicago, went down
to Hughes Aircraft and said, ‘This is
my factory in Bakersfield.’ He walked
out that day with an order worth
US$250,000, a lot of money in those
days, to make things like transformers
and magnetic amplifiers.”
In reality, all Rehfeldt had was a
damaged bottling facility. He called
old friends in the electronics equipment business in Chicago and had the
necessary machinery airfreighted to
California. Then he recruited a chief
engineer by offering a former colleague
the chance to abandon a freezing Minnesota winter, swung into operation, and
managed to deliver to Hughes on time.
Early in 1960, Lin Shin-i, a young
Taiwanese working in sales for Sumitomo in California, dropped by the
plant. When Lin mentioned that he
longed to go back to Taiwan on a visit,
Rehfeldt bought him a round-trip airplane ticket. “That’s just the kind of
guy Dad was,” says Eddie.
His father also wound up heavily
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by Taiwan, one week after General
Instrument.
“I was working in Chicago when
Dad called and said ‘I’m going to set up
a factory in Taiwan,’” Eddie remembers. “I said, ‘Where’s that?’ He said,
‘It’s Formosa.’ That rang a bell because
I had written a school paper about Formosa when they were having battles
over Quemoy and Matsu.”
A few months later, Eddie got on a
plane to help with the new venture. To
save legal fees, he and his father personally made the rounds of “all 39
government agencies” whose permission was required to start operations,”
he says.
The senior Rehfeldt again utilized
his electronics industry connections and
convinced an old friend, the inventor
of the miniature hearing aid and owner
of Knowles Electronics, to invest in
TUSICO and have his miniature hearing
aid coils made there. Other business followed, including relays and memory
core assemblies for IBM, and components for early electronic calculators
and integrated circuits for RCA.
But another challenge then arose:
how to get the products to the U.S.
quickly in the absence of any regular
air cargo service. Flying Tiger Lines
was then carrying military supplies to
Vietnam for the U.S. Defense Department, but the planes were returning

empty. Rehfeldt obtained agency rights
from Flying Tiger and set about filling
the return flights. It worked out so
well that son Eddie was able to convince General Instrument to take two
round-trip charters a week – bringing in
production materials from the U.S. and
transporting finished product back.
“ S i n c e F l y i n g Ti g e r s h a d a f e w
planes convertible for passengers, we
also started providing charters to help
Taiwanese students get to the States,”
says Eddie. “So a year after we started
the factory, we were also in the airline
business. It was my job every morning
to go to the airport to oversee the
loading of the planes and then head for
the factory to supervise production.”
Together with General Instrument,
the senior Rehfeldt used his industry
contacts to persuade many other American electronics companies to set up
operations in Taiwan. “He felt that the
more business that came in, the better,”
says Eddie. Those operations were the
springboard for Taiwan’s later emergence as a global player in technology
products.
In 1978, the air c a rgo busi ness
expanded when the group’s Air Associates hooked up with the small
Luxembourg-based airline Cargolux,
which was then flying charters to Hong
Kong. With the Rehfeldts’ help, Cargolux was granted rights to serve Taipei

Subscriptions

in the hole after repeated visits to Las
Vegas. To pay back the debts, Rehfeldt
eventually had to merge the company.
By that time it was 1964 and Japanese
electronics companies were starting to
enter the U.S. market. Hoping to work
a deal to become the import agent
for Japanese manufacturers, Rehfeldt
headed for Japan – only to find that the
large Japanese trading companies had a
lock on the market.
Rather than return immediately to
the U.S., Rehfeldt took up an invitation
to visit Taiwan from Lin Shin-i, who
by then had returned home to Taipei.
The American businessman was deeply
impressed by what he found on the
island – a stable society, a young and
well-educated population, more engineers graduating each year than could
find jobs, and a newly enacted statute
to encourage foreign investment. “Dad
looked around and said to himself that
this place was really going to take off,”
says Eddie.
By coincidence, Lin Shin-i’s father,
Y.L. Lin, was the government official responsible for promoting the new
investment law. He gave Rehfeldt a
strong sales pitch to attract his investment and came away with a firm
commitment. The company Rehfeldt
established, Taiwan United States
Industries Co. (TUSICO), received the
second foreign investment license issued

The first Flying Tiger jumbo jet to land in Kaohsiung, a charter for Taipower, in 1973.
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– its first scheduled traffic rights
anywhere in the world. The airline recently celebrated 40 years of
service to Taiwan in cooperation
with the Rehfeldts’ Air Associates.
Later the Rehfeldts played
matchmaker in bringing Cargolux
together with China Airlines in
a joint venture that enabled the
Taiwanese carrier to gain its first
landing rights in Europe and to
build a cargo business using Luxembourg as a hub.
In the 1970s, Rehfeldt had Where it all started: the first TUSICO plant.
been joined by his older brother
Charlie, and they approached
decades has worked with such major
Zenith for rights to bring the first color
multinational suppliers as General
TV sets into Taiwan. RCA got wind of
Dynamics, Lockheed-Martin, Thompson
the plan and – by offering the agency
CSF, FMC, and General Electric for milfor RCA’s defense business as a sweetitary equipment, as well as McDonnellener – persuaded the Rehfeldts to
Douglas for passenger and freighter
import its TVs instead. Until increased
aircraft sold to CAL, EVA, and others.
tariffs killed the market, the Rehfeldts’
It also helped Canada’s Bombardier
trading company did a big business
win aircraft orders from Taiwanese airselling RCA televisions, as well as
lines, plus rolling stock contracts for the
Amana refrigerators and Sears washers
Taipei MRT’s Neihu Line.
and dryers.
Eddie speaks with special pride of
Long-term, however, the entry into
the group’s role in arranging for Genthe defense sector was more signifieral Dynamics to provide 200 engineers
cant. Besides RCA, the group over the

to assist with Taiwan’s development of its Indigenous Defense
Fighters in the 1980s, as well as its
14-year effort that contributed to
the U.S. government’s 1992 decision to sell F-16 fighter aircraft to
Taiwan. He also cites the company’s
part in persuading RCA to utilize its
Aegis technology in helping Taiwan
develop a phased-array radar
system for its defensive missiles.
Currently, under the leadership of Chris Rehfeldt, the group
is focusing on bringing some of
the world’s best cybersecurity technology to Taiwan for both military
and business applications. It is working
with a leading U.S. software company
in this field, FireEye, as well as several Israeli suppliers, including artificial
intelligence specialist Deep Instinct.
Major Taiwanese banks, airlines, and
insurance companies are among the
group’s customers.
“Taiwan is one of the most hacked
places in the world, and in fact is a test
bed for China’s hacks against the United
States,” says Eddie. “We want to do
what we can to help Taiwan protect
itself in every way possible.”
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“Fulbright”
Foundation Takes
on New Mission

F

or most people familiar with
the Taipei-based Foundation
for Scholarly Exchange, the
non-profit organization has been virtually synonymous with the Fulbright
Program. Over the more than 60 years
in which the Foundation has been
managing the Fulbright Program in
Taiwan, it has provided grants enabling
over 1600 American scholars to come
to Taiwan to conduct research projects
and over 1600 Taiwanese scholars to do
the same in the United States.
“That interchange has made a huge
contribution to the strength of the relationship and the depth of understanding
between Taiwan and the United States,”
says William C. Vocke, Jr., Executive
Director of the Foundation. “But what
many people do not realize is that in
recent years Fulbright has been only
one part of our mandate. In fact, we
are actively working on developing
new programs and new approaches to
further our broader mission of advancing cooperation between Taiwan and
America in international education and
international exchange.”
While funding for the Fulbright
exchanges comes from the two governments, the new projects have relied
on support from corporate and other
donors.
A prime example of the wider undertaking is the Foundation’s English
Teaching Assistants (ETA) program that
brings recent American college graduates to Taiwan to help teach English
in local schools, particularly in remote
or less-privileged areas. The program
began in 2003 with eight ETAs assigned
to schools in Yilan County, and has
been so successful that it has been
steadily expanded. Next academic year

34

it will operate with some 130 ETAs in a
total of nine counties.
Studies conducted by National
Taiwan Normal University researchers
have confirmed that having an ETA in
the classroom increases student motivation to learn English and helps improve
listening and speaking skills. “The ETAs
bring a lot of enthusiasm, commitment,
and engagement to the classroom,” says
Vocke.
The young Americans’ involvement
also extends beyond the schoolroom.
Another part of their responsibility is to
engage in community service activities.
“They work with orphanages, libraries,
and religious and environmental organizations, coach sports teams, and give
language training for county government officers,” says Kelly Chang, the
ETA Program director. “They make
a big contribution in terms of crosscultural understanding.”
For Taiwan, a further virtue of the
program is that it gives scores of bright
and ambitious young Americans the
chance to get to know and appreciate
this country. As they later make careers
in government, business, and academia,
they can be expected to be among
Taiwan’s good friends and supporters.
Another language-training program
– but in the other direction – arranges
for Taiwanese instructors to spend
a year in the United States as teaching assistants in American colleges.
C u r r e n t l y 25 Ta i w a n e s e – m o s t l y
English teachers by profession who
have received retraining to teach
Mandarin to foreigners – are serving in
the program. When they return home,
their experience in the U.S. will enable
them to be even more effective English
teachers.

“We intend to become even more
involved in training English teachers in Taiwan,” says Vocke. “We sent
20 teachers to the University of California Davis this winter for two weeks
of intensive language training, and in
May we’ll bring Taiwanese training to
be English teachers at five universities
around the island to Taipei for a daylong workshop on teaching English.”
Yet another new initiative is a plan
to help promote English-language
courses at Taiwanese universities to
American undergraduates. The Foundation is currently seeking to invite
a number of U.S. colleges, especially
smaller or medium-sized institutions
that may lack their own foreign-study
programs, to join a Consortium for
Study Abroad in Taiwan (CSAT). Cooperating with CSAT on the Taiwan
side will be an alliance of universities
known as FICHET – the Foundation
for International Cooperation in Higher
Education in Taiwan.
“There are a lot of excellent courses
being taught in Taiwan in English, but
if you’re a student in the U.S. it can be
very hard to find out exactly what’s
available in a particular discipline,”
says Vocke. “Our idea is to help match
the students’ interests with the course
opportunities.” The program will start
with some short-term courses this
summer, with more students committed
to coming for a semester this fall.
“There’s a lot more we hope to
accomplish,” says Vocke. “The Foundation has the capacity, knowledge,
experience, and networks, and we’re
open to ideas. In line with the Taiwan
government’s goal of establishing
English as a national language by 2030,
we’re ready to be of service.”
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TAIWAN REACHES OUT
TO FOREIGN TALENT
More expatriate professionals are coming, but
they are often confronted with red tape and a
conservative corporate culture.

BY MATTHEW FULCO
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alifornia native Ryan Terribilini moved to Taipei over
a year ago to set up his own
fintech firm after he received a Taiwan
E n t r e p r e n e u r Vi s a , d e s i g n e d t o
streamline the process for foreigners
starting businesses on the island.
Terribilini applauds Taiwan’s
quality of life, friendly people and
competitive costs. Yet, he complained
that establishing a business here can
be vexing.
“It takes three months to set up
a company, compared to three hours
in Singapore,” Terribilini says. “It
makes you think, what’s the opportunity cost of doing business here?”
Many other foreign professionals
share Terribilini’s concerns. Entrepreneurs chafe at what they describe
as excessive bureaucracy and institutional rigidity, particularly in the
banking system. Foreigners working
in local firms are often frustrated by
what they see as a brittle, hierarchical
corporate culture.
This is troubling feedback for a
government that is trying to create a
more innovative, knowledge-based
economy. Attracting foreign talent
will be key to the initiative’s success.
Taiwan’s efforts to lure top-tier
foreign talent includes legislation
enacted last year that relaxes the rules

governing their visas, employment,
residency, and the stay of dependents.
It also offers qualified foreign professionals enhanced health insurance,
tax, pension, and other benefits.
The legislation, the Act for the
Recruitment and Employment of Foreign Professionals, also created the
Taiwan Entrepreneur Visa, which
Terribilini received, and an Employment Gold Card for applicants in
eight fields.
The Gold Card provides for special privileges for high-level talent in
the eight areas of science and technology, the economy, culture and the
arts, education, sports, finance, law,
and architectural design.
In addition to serving as an openended work permit for three years,
the Gold Card grants professionals a
50% tax reduction on the portion of
salary above NT$3 million (around
US$100,000) and their parents and
adult children are allowed to stay in
Taiwan on visits of up to a year.
“Taiwan urgently needs to attract
people from abroad who have
key specialist skills that can contribute to the development of our
‘5+2 industries’ and other innovative
industries,” said Chen Mei-ling, Minister of the National Development
Council, referring to the government’s
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plan to promote high-tech industries such
as biomedicine, smart machinery and
artificial intelligence.
“Such foreign professionals can bring
technological know-how, innovative
thinking, and an international perspective
into domestic industries, boosting Taiwan’s competitiveness,” she said.
Chen said the government has been
pleased with the response to the new law
so far. As of mid-March, it has received
406 applications for the Employment
Gold Card, of which 247 have been
approved. These include 119 applicants
involved in economic activity, 59 in science and technology, and 36 in culture
and the arts.
By nationality, American applicants
have been most numerous, with 58 cases
approved, followed by UK nationals (27),
Hong Kongers (26), Danes (16), Koreans
(15), and Malaysians (12).
Interest in applying for the Entrepreneur Visa has been slower to develop.
As of early March, 199 applications had
been submitted and 172 approved. Americans received 31 approvals, followed by
Hong Kong residents (29), French (19),
UK nationals (14), Malaysians (13), and
Canadians (11).
Fintech entrepreneur Terribilini attributes the relatively low number of visas
issued to a complex application process that involves multiple government
ministries, including the Ministries of

Foreign Affairs, Economic Affairs, and
Interior. The lack of a one-stop shop for
visa applications – with a clear contact
window – could deter would-be applicants, he said.
In contrast, in Singapore, which foreign entrepreneurs laud for its probusiness ethos, the Ministry of Manpower
is solely responsible for processing applications for its “Entrepass” for foreigners
who want to set up a business there. The
Entrepass has existed for well over a
decade, and the procedure is more transparent and streamlined than Taiwan’s.
Minister Chen said that the Taiwan
government has been striving to improve
the working environment for foreign professionals here. She cites the launch of the
Foreign Professionals Online Application
Platform for the Employment Gold Card
as having “greatly raised the efficiency
and transparency of the application
review process.”
By the end of this year, the government plans to further enhance the
platform by “simplifying the lateral crossagency review process, establishing a
follow-up statistical report function, supporting mobile devices, and diversifying
payment mechanisms,” she said. Ultimately, the platform will be expanded
to incorporate the Entrepreneur Visa in
addition to the Employment Gold Card.
In addition, the government has
drafted a New Economic Immigration

Bill, submitted to the Legislative Yuan
late last year, to step up Taiwan’s recruitment of foreign talent, Chen said. The bill
aims to further relax work, residency, and
other regulations pertaining to foreign
professionals.
“Foreign professionals who possess
ICT expertise and international links are
focal targets of recruitment,” she said.
Terribilini urges the government to
waive the requirement that owners of new
companies reside in Taiwan for six consecutive months before they can qualify
for National Health Insurance (NHI).
“It’s sending the wrong message to
foreign businesspeople, whose freedom
of movement is constrained because they
can’t leave Taiwan for half a year,” he
said. Enrollment in the health insurance
program should be permitted as soon as
an applicant has received the visa and
established residency in Taiwan, he said.

Pros and cons
Other foreign professionals share Terribilini’s concerns.
“Taiwan may be getting better, but
everywhere else is getting better faster,”
says Jessie Sum, a native of Canada and
co-founder of Taipei-based Soda Labs, a
startup that builds software platforms for
conference-room smart displays and digital ad kiosks.
Soda Labs is currently in a part-
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nership with Hon Hai Precision
Manufacturing Co. (commonly known
as Foxconn), the world’s largest cont r a c t e l e c t r o n i c s m a n u f a c t u r e r. B y
taking Foxconn’s excess display inventory and bringing it to market, it can
help the hardware giant earn revenue
from software as a service. The inventory
accumulates since some customers inevitably cancel orders, Sum says.
“Because Foxconn has always been a
hardware manufacturer, it wouldn’t be
easy for them to build a team like ours inhouse,” he says. “It makes more sense for
them to partner with us.”
Sum has previously set up companies
in Vietnam, Thailand, Shanghai, Hong
Kong, and Singapore. Among all those
destinations, he found Taiwan to be the
most difficult because procedures tend to
be slow and inflexible.
“Vietnam is a bit rocky, but there’s
leeway. Singapore is strict but everything moves fast,” he says. In contrast,
“Taiwan has the longest procedure to get
anything done, with the least leeway.”
It took Sum and his colleagues more
than three months to incorporate their
company in Taiwan and eight months to
get a corporate bank account. He was
only able to get the bank account because
of sponsorship by AppWorks, Taiwan’s
leading startup accelerator. Sum found
the bank’s compliance process unreasonably cumbersome, even after allowing for
strict anti-money laundering procedures.
Further, the limited business hours for
Taiwanese banks (9 a.m. to 3:30 p.m.) can
be a problem for startups, which are often
short of staff. “You could be working on
product development or pitching to investors but instead you’re waiting in a long
line at the bank,” Sum says.
Anthony van Dyck, a Taipei-based
business owner and holder of a permanent residency card, has similar
complaints about the banking system.
His company, Halo Booking, provides
hospitality management software to restaurants and hotels. He initially sought
to open a corporate account with a local
commercial bank that he understood to
have a good online banking interface,
but he was told he would have to wait
two months for a compliance officer to
inspect his office.
Considering that wait to be too long,
Van Dyck instead opted to open the
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account at another bank where he had
been an individual customer for years.
He succeeded in establishing the account,
but wound up having to wait six months
for e-banking services because he is not a
Taiwanese citizen. The bank told him the
wait was required under Taiwan’s AntiMoney Laundering Law.
“Am I really a money-laundering
risk?” he says. “It’s going to be hard for
Taiwan to become a hub for international
talent if banking here is a nightmare for
foreigners.”
Alan McIvor, a recruiter at Bo Le
Associates in Taipei, says that Taiwan’s
relative geographic isolation and history
play a role in its attitudes toward foreign
business people.

“Taiwan was never part of the British
Empire like Hong Kong or Singapore,
nor was it a regional hub of commerce
like Shanghai,” he notes. “It’s never
been a place where large numbers of foreign businesspeople base themselves long
term.”
As one of the few foreign recruiters in
Taiwan, McIvor frequently is contacted
by foreign job hunters. “It’s challenging
to help foreigners find jobs here because
many companies aren’t open to hiring
them,” he says. “You would think that
exporters targeting customers in the U.S.
and Europe would want to hire qualified
people from those places.”
The problem for many Taiwanese
firms is that they aren’t equipped to capitalize on foreign talent, says Cindy Chen,
regional head of the Adecco Personnel
Co. for Taiwan and South Korea.
“They don’t have experience working
with foreigners, so they don’t know how
to use them to their advantage,” she
says. “It wouldn’t necessarily occur to a
trading company targeting the Russian

market to hire a good Russian businessdevelopment person.”
For expats who do manage to land a
job in a local company, the going can be
tough.
Alexis Callan, a British national and
experienced content marketer, works for
a local company that wants to diversify
away from China, which accounts for
80% of its business, and focus more on
the U.S. and UK. However, the company
is quite rigid about its marketing strategy.
“They seem to think that the way they
market to China is the same way they
should market to the UK and U.S., but
the business cultures are very different,”
she says.
As a foreigner working in Taiwan,
Callan says she tries to be flexible but
finds certain aspects of her company’s
corporate culture difficult to get used
to. Meetings tend to be unproductive
because the company executives spend
most of the time lecturing the employees,
she says. Further, employees are expected
to work overtime, if only for the sake of
appearances.
Meanwhile, some in the foreign community are working to assist one another
in career development in Taiwan. Bo Le’s
McIvor, for example, serves as an organizer and speaker for All Hands Taiwan, a
peer-to-peer resource network for expats
seeking professional work on the island.
“There are a lot of people who are
qualified to do something besides teach
English in Taiwan, but have trouble
finding other work opportunities,” he
says. “We support them as they make the
transition.”
For their part, foreigners can improve
their prospects in Taiwan by developing
professional working proficiency in Chinese, says Adecco’s Chen. She notes that
Chinese is the main business language in
Taiwan, even if foreign employees can use
English for most of their job responsibilities. Adecco’s two foreign staff members
in Taipei both speak Chinese and are literate in the language, she adds.
Terribilini, who has been learning Chinese since he arrived in Taiwan, agrees
that Mandarin proficiency is an asset for
foreign professionals here.
“I still have a ways to go to reach
business fluency,” he says, “but I know
enough to crack jokes and win an
audience.”
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THE CHALLENGES OF MANAGING
TAIWAN’S MILLENNIALS
Younger Taiwanese have a very different approach
to work than previous generations. Companies are
looking for the best ways to adapt.
BY MATTHEW FULCO

S

ince the start of Taiwan’s manufacturing age half a century
ago, the same ethos has permeated most companies’ corporate culture.
Decision-making is concentrated at the
top, absolute loyalty is expected from
employees, and overtime work is obligatory.
The culture hasn’t changed much
because company founders rarely relinquish the reins unless they encounter
health issues. Taiwan thus has many
CEOs born in the mid-20th century
whose ideas about business and management continue to define how firms are
run. When founders do appoint successors, they often choose family members
because they trust them more than outsiders.
This corporate culture is now vulnerable to disruption from younger

Taiwanese who approach work differently. Human-resources experts say that
Taiwanese in their 20s or early 30s – the
younger segment of the millennial generation born between 1981 and 1996 –
place high importance on maintaining a
proper work-life balance, are more open
to changing jobs, and are less deferential
to authority. When firms fail to meet their
expectations, the millennials often jump
ship, making it more difficult for firms to
cultivate younger talent.
“Taiwanese millennials are less patient
than older generations, and they tend not
to plan for the long term,” says Cindy
Chen, regional head of the Adecco Personnel Co. for Taiwan and South Korea.
Having grown up with the internet,
millennials are used to a fast-moving
world where food, transportation, shopping, and social interaction are available

on-demand, she observes. It’s the world
of the 24-hour news cycle, where young
tech billionaires are seemingly minted
overnight.
“They see young entrepreneurs in the
news, people their own age who have
become heads of important tech companies, and they want to emulate their
success,” says William Zyzo, managing
director of consultancy Z&A Knowledge
Solutions. “But they aren’t always aware
of how difficult entrepreneurship can be,
and how hard the successful company
founders have worked to reach the level
they’re at.”
William C. Vocke, Jr., executive
director of the Foundation for Scholarly
Exchange (Fulbright Taiwan), sees social
media as having caused young people in
many societies – including Taiwan and
the United States – to feel impatient when
results aren’t achieved rapidly. “They
want to change the world now, but the
world isn’t susceptible to being changed
as fast as they would like,” he says.
Vocke advises managers to be sensitive to millennials’ desire for fairness and
transparency. “Rather than saying ‘that’s
the rule’ or ‘that’s policy,’” explain the
reasons behind the policy, he suggests.
“People believe they are being treated
fairly when they know why they are
being treated that way.”
Alan McIvor, a recruiter at Bo Le
Associates in Taipei, says that he often
has difficulty filling positions with
younger Taiwanese. In his experience,
many of these prospective employees are
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unreliable, sometimes accepting an offer
from a company and then changing their
mind at the last minute. In addition, they
often quit at the first signs of discomfort.
“They won’t do the long hours for
low pay that’s typical in Taiwanese companies,” he says. “They have a low
threshold for pain.”
To be sure, Taiwan’s low salaries,
which adjusted for inflation are even
below the level of the late 1990s, are a
perennial problem that affects the entire
working population – not just millennials. But millennials are less willing
than previous generations to accept the
status quo.
“They think primarily about their
happiness in the short term,” McIvor
says. “They are less likely than older generations to stick with a job and hold out
for a promotion and salary raise.”
Adds Z&A’s Zyzo: “They have less
fear of what not having a job would
mean, so they’re not afraid to quit and
try something new.”

Adapt or bow out
The internet revolution is hardly the
only influence that has shaped the millennials’ mind-set. Indeed, older generations
of Taiwanese often describe the millennial generation as “spoiled” or “coddled”
by their parents. Compared to the environment that baby boomers grew up in,
today’s young people lead a more comfortable lifestyle. Not only are their basic
needs met, but they have more disposable
income and leisure time than previous
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generations.
They have fewer siblings, too, which
means they get more attention from their
parents. The fertility rate in Taiwan has
steadily fallen from about seven children
per woman in 1950 to 1.06 today.
Among men, the reduction in the
length and intensity of compulsory military service may have also affected their
attitudes towards work. When Taiwan
first implemented conscription for males
18 and older in 1951, two to three years
of service was required. Now young
men must complete just four months of
training, and the government’s goal is to
institute an all-volunteer force.
In McIvor’s experience, manager-level
candidates 40 and older, who typically
would have done at least one year of
compulsory military service, think the
discipline they developed in the armed services makes them stronger. He says they
show a greater willingness to work their
way up the ladder in an organization.
Zyzo regards Taiwan’s education
system as adversely affecting the career
opportunities of millennials. While
acknowledging its strengths in training
students in mathematics and the hard
sciences, he says that schools are not cultivating the critical-thinking skills that
employers increasingly need. The education system could benefit from adopting
a more international outlook, such as
through partnerships with foreign universities, he says.
Companies are also advised to consider introducing some changes to
accommodate millennials’ workstyle pref-

erences. These involve everything from
digitalizing the workflow to be in sync
with how millennials live to focusing
more on project-based assignments,
offering faster-track promotions, and
recalibrating career development paths.
At the same time, managers are
encouraged to engage more with younger
staff. “Millennials want to be recognized
and they also want to be mentored,” says
Adecco’s Chen.
Some traditional companies will
manage to adapt, while others will be
squeezed out of the market. Unfortunately for epicureans, traditional Chinese
restaurants are likely to be one of the
endangered market segments. The tough
nature of restaurant work doesn’t appeal
to many members of the younger generation in restaurant-owning families,
while the bosses (typically the founders
or second generation) are loath to invite
outsiders into the business as partners,
Chen says.
Taiwanese corporates will need time
to integrate millennials smoothly into
their operations, says Bo Le’s McIvor. He
notes that in many local companies, the
senior executives still usually dominate
the decision-making process even if the
mid-level people are fully capable. Middle
managers aren’t sufficiently trained to
take on eventual leadership roles, making
it difficult for senior managers to step
down, as their shoes are too big for
anyone else to fill.
“It’s a big challenge for local companies,” Chen said, “but they will have to
change their culture.”
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IN TAIWAN’S MULTINATIONAL DRUG
INDUSTRY, WOMEN LEADERS ABOUND
Is the preponderance of female executives due to the industry,
the openness of Taiwanese society, or mere coincidence?

BY JANE RICKARDS

F

or the first time, women are taking
the top position as country head
or general manager in nearly all of
the operations of Western pharmaceutical
companies in Taiwan.
Wo m e n a l s o t e n d t o e x c e l m o r e
broadly in those companies’ management
teams in Taiwan. It’s a big industry, with
total sales worth an estimated NT$200
billion (US$6.6 billion) annually.
Joyce Lee, general manager of Amgen
Taiwan, who has worked in the pharmaceutical industry for over 20 years, says
she first noticed that female managers
were increasing in pharmaceutical multinationals around 2015.
“At the time when I joined the
industry, the leadership in the company I
worked for was dominated by men,” she
recalls.
Now, at Amgen Taiwan, a full 75% of
the top management is female. Lee leads a
team of 12 that includes only three men.
Meanwhile, Rie Nakajima, managing
director of Merck, Sharp and Dohme
Taiwan, says 60% of the management
roles in her organization are taken on by
women, while Vicky Tse, country president of Novartis (Taiwan) reports that
49% of her managers are women and
51% men.
What’s the reason behind this stellar
showing for women leaders? Three possible explanations (or a combination
thereof) have been suggested.
First, multinationals in the pharmaceutical sector tend to have more

General Manager Joyce Lee of Amgen Taiwan speaking at a company gathering.
PHOTO: AMGEN

progressive attitudes about hiring and
promotion than companies in such
industries as energy, automobiles, or
information communications technology.
This progressive outlook, along with
initiatives and mentoring programs to
support diversity, first began to be cultivated in global headquarters in Europe
and the United States around two decades
ago and is now trickling down to Taiwan.
Globally, Tse notes, 42% of Novartis
management is female. The Swiss multinational, which aims to raise the figure
to 50% by 2023, is encouraging diversity
in all areas in the expectation that it will

spur innovation.
By contrast, only 29% of Apple’s leadership is female, according to its website.
Microsoft, according to the company’s
September 2017 diversity figures quoted
by Reuters, gives an even lower proportion at 19%.
Amgen’s Lee recalls that when she previously worked for another American
pharmaceutical company, Bristol-Myers
Squibb, she attended a cross-industry
leadership training program at the European Center for Executive Development
in Fontainebleu, France at the end of
2017. She had the chance to interact with
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Among the pharmaceutical industry executives participating in AmCham Taipei's 2018 delegation to Washington, D.C. were Wendy Lin of Johnson & Johnson, Petra Jumpers of Eli Lilly,
Lynn Cinelli of Merck, Sharp & Dohme, and Christine Kuan of Bristol-Myers Squibb.

top executives from other industries,
including mining, energy, and automobiles, and was surprised to find that some
of them were “really, really naïve in terms
of cultural sensitivity.”
She remembers feeling a sense of pride
when “I realized we in pharma are quite
advanced.”
Female executives interviewed for this
report dismissed suggestions that the root
cause of this development is that women
tend to be more interested than men in
healthcare or gravitate toward university
degrees that train them to be managers in
pharmaceutical companies.
Surprisingly, however, they generally
also rejected the idea that men dominate
the leadership in sectors, such as automobiles and ICT, because young males,
who tend to be interested in mechanics
or math rather than the humanities at
school, gravitate to entry-level jobs in
these industries and work their way up to
the top.
“I think it has to do with the mentality of different industries in embracing
diversity and inclusion,” says Irene Hsu,
the General Manager of Roche Taiwan.
“I don’t think other industries have a
strong agenda” in that regard.”

tend to hit a ceiling.
“It doesn’t matter what your experience is – the important thing is leadership
competency,” Nakajima notes. “And if
you have that, you will have a chance
to get into a manager role or a senior
management role very quickly in this
industry.”
Nakajima adds that in the international pharmaceutical industry, “of
course you need to have one or two core
skill sets, whether in marketing or sales
or strategy, but beyond that it is really
how do you empower and mobilize a
large organization and make sure you
have aspirational goals for the team and
make sure your people are fully motivated to achieve that vision and goals.”

Nakajima, who is from Japan and
has been in Taiwan for only about three
months, previously worked for Toyota,
the automotive company. Some female
members of her management team at
Merck also have backgrounds in other
fields, such as finance, the public sector,
and consumer goods, she notes.
She suggests that ambitious women
in Taiwan are attracted to certain industries when they hear about other talented
women who have been able to easily
move up the ladder in those sectors. The
word is out on university campuses that
the pharmaceutical industry is a welcoming environment, and now many of
the top female students are choosing this
industry, she says.
“This is an industry that female talents aspire to be in because there are
many opportunities to get to a manager
or senior management position on fast
track,” Nakajima says.
A second explanation offered for
the presence of so many female country
heads in this market relates to the character of Taiwanese society. Lee floats the
idea that some pharmaceutical multinationals may have set a goal of attaining a
certain percentage of female general managers globally. But in some parts of the
world, such as the Middle East, cultural
norms make it harder to appoint female
managers. As a result, more women may
end up getting promoted in more openminded countries, such as Taiwan, in
order to reach company targets.
Hsu of Roche Taiwan cites another fea-

The primacy of leadership
The main talent required for a country
head is leadership ability, regardless of
the nature of the industry, interviewees
said. Professionals with excellent technical skills and nothing much else to offer
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Vicky Tse of Novartis, a native of Hong Kong, says she appreciates the openness of Taiwan
society.
PHOTO: NOVARTIS
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ture of Taiwan – its good environment for
raising a family due to its safety, advanced
infrastructure, and high standard of living
and education. Women leaders with families who are considering an overseas
posting find Taiwan more attractive than
countries that are less developed and have
high crime rates, she says.
Another significant factor may be the
openness of Taiwanese culture and its
willingness to accept women in leadership roles, says Tse of Novartis, who is a
native of Hong Kong. That openness may
give local women the confidence to strive
to be leaders, she suggests.
Taiwan has been a trailblazer for
women’s rights in Asia. In President Tsai
Ing-wen, it has the first female leader
of a Chinese-speaking nation since the
Empress Dowager Cixi. The proportion
of women in the current U.S. Congress
may have set a new record at nearly
25%, but it still falls far behind the 38%

of female lawmakers now in the Legislative Yuan.
A recent World Bank report, “Women,
Business and the Law 2019,” which
tracked legal changes over the past
decade across the world and measured
gender discrimination in 187 countries, found that Taiwan had the best
showing in Asia in terms of its progress in enshrining gender equality in
laws affecting work. The report said
Taiwanese women enjoyed as many of
these legal rights as their counterparts in
New Zealand and were better off in this
respect than women in the United States.
Nakajima notes that men tend to
dominate leadership in her native Japan.
As a result, she says, Japanese women
are very reserved in company meetings
and won’t voice their ideas until the last
minute. “This never happens in Taiwan,”
she says.
She says she’s “fascinated” by her Tai-

wanese female employees, who seem to
exhibit a unique blend of Eastern and
Western cultures. On the one hand, Nakajima says, they are “reserved, respectful
and proper,” qualities that she says are
distinctly Asian. But at the same time
they have a “Western mindset that
when the time comes and when they feel
responsible, they would not hesitate to
speak up, would not hesitate to challenge.”
She describes herself as “pleasantly
surprised” and “very energized” to see
female talent preserving Asian culture
but at the same time “climbing the career
ladder in a U.S. company.”
Despite the above-mentioned highly
reasonable theories, there is also a possible third explanation for the current
high number of female country heads in
Taiwan – that it’s at least partially a coincidence. Perhaps the next relocation cycle
will produce a different gender mix.

CAL STRIKES AUGUR CHANGES
IN LABOR RELATIONS
BY PHILIP LIU

L

abor strife has been a rarity in
Taiwan. Most unions have been
organized within individual companies rather than across industries,
limiting their power. And for years under
the martial-law provisions that ended in
1987, strikes were prohibited altogether.
Based on recent developments in the
aviation industry, that labor tranquility
can no longer be taken for granted.
During the Chinese New Year holiday this year, the peak travel season in
Taiwan, pilots at China Airlines went on
strike and managed to win major concessions from management. The pilots were
reportedly encouraged by the success of
a walkout by their flight-attendant co-

workers three years ago.
The seven-day strike, the first by local
pilots, caused the cancellation of 145
flights during the peak air-travel season.
It disrupted the schedule of an estimated
26,500 travelers and cost the airline
NT$500 million in revenue.
In the end, the airline agreed to ease
the burden on pilots on long flights by
adding an extra pilot for flights on 10
routes. The change will entail an additional personnel outlay of NT$114
million a year (over US$3.7 million).
Also included in the settlement with the
Taoyuan Pilots Union was an additional
NT$76 million a year in flight-safety
bonuses and restrictions on the hiring

and promotion of foreign pilots. The
pilots pledged not to stage another strike
within three and a half years.
The outcome is expected to significantly affect the labor movement and
future labor-management relations in
Taiwan. It is considered likely to accentuate a trend for workers to organize into
broader craft or industrial unions instead
of the company or factory-specific unions
of the past.
Already in the past several years,
craft unions have been formed by such
employee groups as hospital-staff physicians, truck drivers, MRT drivers,
warehouse workers, and media workers
in order to strengthen their ability to
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negotiate better benefits.
“It’s very difficult to operate a company union, due to the pressure from
employers and the concern of employees
over their jobs,” says Lin Chia-wei, secretary general of the Taoyuan Flight
Attendants Union, which led the 2016
strike of the CAL flight attendants. “Had
the flight-attendants’ strike been carried
out by the CAL corporate union, it would
have failed.”
Before the recent pilots’ strike, the
Taoyuan Pilots Union had won the support of over 90% of the CAL pilots in a
vote over representation. The union then
drew up the demands, formulated the
negotiation strategy, and took responsibility for bargaining with management,
enabling the pilots to avoid confronting
their employer directly.
The success of the two strikes has
prompted pilots and flight attendants
from other domestic airlines, notably
EVA Air, to join the two unions en masse.
Taiwan’s languid labor movement has
long been hampered by the dominance
of small- and medium-sized enterprises
in the local economy. Under the law,
workers in enterprises with fewer than
30 employees are not allowed to form
a union. As a result, among 550,000
enterprises in Taiwan, fewer than 900,
or 0.01%, are unionized. Of Taiwan’s
total labor force, in addition, only 5.8%
are union members, a far cry from the
average 16% among OECD member

countries.
Major exceptions to the rule are the
powerful labor unions at many state
enterprises, which have often blocked
the government’s efforts to promote the
privatization of those companies. At the
CPC Corp., Taiwan, the state-owned
oil company, three directors appointed
by the labor union serve on the 12-seat
board of directors, exercising significant
influence on the appointment of ranking
managerial staff and decisions on major
investment projects.
Despite supposed term limits, some of
the labor-appointed board members have
served for many years.
“Out of respect for the labor union,
the Ministry of Economic Affairs would
not reject labor-director candidates nominated by the union, except for cases of
obvious disqualification, even if the nomination in principle is at odds with the
limitation of two terms,” says Wu Fongsheng, Vice Chairman of the ministry’s
State-owned Enterprise Commission.
In late 2018, the CPC union prepared
to hold a vote among its 16,000 members on a motion expressing lack of trust
in company chairman Tai Chien. The
move was aborted due to the intervention
of the Executive Yuan, but Tai eventually stepped down voluntarily, yielding
the chairmanship last month to Jerry
J.R. Ou, former Director General of the
Bureau of Energy.
As an example from the private sector,

The China Airlines pilots' strike disrupted many people's travel schedules during the Chinese
New Year holiday period.
PHOTO: CNA
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the giant Formosa Plastics Group holds
discussions with its labor unions in the
middle of each year regarding pay hikes
and bonuses, based on the nation’s economic growth, consumer price index,
and the group’s business status and outlook. In 2018, the group raised salaries
by 4.63%, higher than 2017’s 3.88%.
To uphold the interests of laborers,
the legislature in November 2018 passed
the Labor Litigation Act, which will
become effective one year later. The law
will enable non-union members to benefit from the assistance of regional or
national labor unions, including industrial or craft unions, in protecting their
interests through litigation.
The legislation also calls for the
setup of dedicated labor courts, with the
exemption or reduction of litigation costs
for labor plaintiffs. Employers will bear
the burden of proof concerning the provision of related documents. Except for
cases of sexual harassment and assault,
potential labor-related litigation should
first undergo mediation.
“The Labor Litigation Law marks the
first step of judicial reform in the service
of underdogs in society,” says Sun Youlien, Secretary General of the Taiwan
Labor Front. At present, of the 25,000
labor-management disputes undergoing mediation per year, only a third
go through the process of litigation.
Employers tend to resort to attrition tactics, expecting laborers to back down in
the face of formidable difficulties.”
The Ministry of Labor has also
established a mechanism aimed at remedying unfair labor practices. These
mainly involve dismissal, demotion, pay
cuts, or other adverse treatment against
employees for joining labor unions or
participating in union activities. In 2018,
the ministry received 79 complaints of
unfair labor practices, a record high. Of
the 44 cases already examined, 29 were
validated, 14 ended in a settlement, 8
were withdrawn by the labor petitioner,
and 13 are still under screening.
Last year, for instance, the ministry
required Far Eastern Air Transport to
reinstate, at their original pay grade, five
union leaders who had been dismissed
for posting a notice that one of the company’s dormitories had failed its fire
inspection. The ministry ruled that the act
was a legitimate union activity.
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Unwinding in the Small Towns
of Eastern Taiwan

N

o part of Taiwan is better
suited to a slow-travel
getaway than the East Rift
Valley. This lush region stretches from
just outside Hualien City to near
Taitung City, 167 kilometers to the
south by road. None of the townships
in the valley has more than 25,000
inhabitants, and most have fewer than
half that.
In earth science terms, this area
is better described as a “longitudinal
valley” because it exists between two
parallel chains of geologically young
mountains that are not diverging (as is
the case with true rift valleys) but rather
colliding. The eastern side of the valley
and the Coastal Mountain Range are
part of the Philippine Sea Plate, while
the western side – including the Central
Mountain Range and the greater part
of the island of Taiwan – belongs to the
Eurasian Plate.
Each year, tectonic forces push a bit
more of the Eurasian Plate under the
Philippine Sea Plate, raising the coastal
mountains ever higher. The highest
point on the coastal range is currently
1,682 meters above sea level, but if you
look inland you are likely to glimpse
peaks twice that height.

Driving from Hualien to Taitung
takes around four hours. Following
recent improvements to rail services,
express trains complete the trip in less
than two hours. However, you should
spend at least three days in the valley if
you want to fully unwind and immerse
yourself in some of Taiwan’s most beautiful and bucolic communities.
Recognized by Taiwan’s Tourism
Bureau as “Classic Small Towns,” Chishang in Taitung County and Ruisui in
Hualien County are two of the most
popular stops in the East Rift Valley.
Both emerged from obscurity during the
1895-1945 period of Japanese colonial
rule, but for very different reasons.
Chishang became famous throughout Taiwan for the quality of its rice.
Traditionally Taiwanese farmers grew
a variety of rice called indica, but Japanese consumers preferred japonica rice
with its shorter and stickier grains. In
the 1930s, soon after colonial researchers succeeded in developing strains of
the japonica variety that thrived in
Taiwan’s climate, it was discovered that
Chishang’s weather and water were
ideal for their cultivation. Within a few
years, local grain was being supplied to
the Japanese royal household in Tokyo.

Photographers adore the town’s
farmlands because nothing gets
between the lens and the landscape.
Farmers believe shadows cast by power
lines and utility poles interfere with the
natural growing cycle of japonica rice,
and they have been successful in keeping cables and pylons away from their
paddy fields.
The finest rice-field scenery is southw e s t o f t h e t o w n c e n t e r, a b o u t 4
kilometers from the railway station.
Renting a conventional or electric bicycle
from one of the stores near the station
is an inexpensive and eco-friendly
option if you want to explore the town’s
surroundings at your own speed.
While wheeling around, do take a
look at the body of water that gives
Chishang (Chinese for “on the pond”)
its name. The 20-hectare Dapo Pond
is a good bit smaller than it was in
the 19th century, when farmers began
reclaiming parts of it for conversion
into agricultural land. Now designated a wetland of national importance,
it attracts birds and therefore birdwatchers (106 avian species have been
recorded here), and is home to at least
27 species of fish.
The East Rift Valley is drained by

交
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three waterways. The pristine mountain
water that flows through Chishang’s
rice fields ends up in the southwardflowing Beinan River. In the northern
third of the valley, the Hualien River
flows into the Pacific Ocean near the
city of Hualien. The central part of
the valley is dominated by the impressive Xiuguluan River, Taiwan’s leading
whitewater-rafting venue.
Ruisui is where the Xiuguluan River
turns towards the sea, but the township
is better known for the hot-spring inns
where visitors have been relaxing since
1917.

In fact, the town is within easy
access to two distinct hot-spring clusters: Ruisui Hot Springs, nearer the
railway station, and Hongye Hot
Springs, a little further west. The water
temperature averages 47-48°C in both,
but the Ruisui is a chloride-carbonate
spring, while the sodium-bicarbonate
Hongye spring is odorless.
Fans of hot springs have made various claims about the health and healing

HONGYE HOT SPRING

properties of the water here. Perhaps
the most outlandish is that couples who
repeatedly bathe here are more likely
to have male children – hence one of its
unofficial names, “Beget a Son Springs.”
If you plan to rent a car and base
yourself in Ruisui, spend half a day
or more driving to the coast via Local
Road 64. This stunningly scenic but
little-used backcountry route twists
through the Coastal Mountain Range,
high above the Xiuguluan River. It
passes through a tiny village called
Qimei in Mandarin Chinese, but Kiwit
in the language of the indigenous Amis
people who live there.
The East Rift Valley is populated
by a mixture of ethnicities, among
them people of Fujianese and Hakka
descent, as well as those who arrived
after World War II from the Chinese
mainland or more recently from Southeast Asia. Many of the smaller villages
are dominated by Amis clans, and their

CHISHANG
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ancient Austronesian heritage bubbles
to the surface in July and August when
they celebrate the Ilisin harvest festival.
The precise date of the event, which
lasts up to seven days, varies from place
to place. Tribespeople sing, dance, and
lay on feasts to express gratitude for the
blessings bestowed by gods and ancestors. At Chishang, men spend the first
three days fishing while the women
prepare copious amounts of glutinous
rice, salted pork, and millet liquor. On
the fourth day the tribe gathers to build
bamboo watchtowers and pavilions.
The fifth and sixth days are dominated
by singing and dancing. On the final
day, the men return to the area’s creeks,
hoping the festival will climax with a
big catch.
When planning your visit to the
East Rift Valley, the following online
resources are especially useful. The
East Rift Valley National Scenic Area’s
website (www.erv-nsa.gov.tw) has an
abundance of information in English,
Chinese, and Japanese, not to mention
dozens of gorgeous photos. Also worth
looking at are the tourism web-pages
maintained by the Hualien County
Government (http://tour-hualien.hl.gov.
tw) and Taitung County Government
(https://tour.taitung.gov.tw).
The Tourism Bureau’s website (www.
taiwan.net.tw) has all kinds of useful
information, while the 24-hour tourist information hotline (0800-011-765)
is toll-free within Taiwan. Throughout
the island, you can obtain free maps,
leaflets, and travel advice from visitor
information centers at airports, railway
stations, and other locations.
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