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' THE POLITICAL AND ECONOMIC FUTURE OF TAIWAN

- AN ADDRESS BY

THE HONORABLE SPARK M. MATSUNAGA

AT THE CHINESE CONSOLIDATED BENEVOLENT ASSOCIATION DINNER 

Chicago, Illinois

October 6, 1979

Ihank you Mr. Yang, for your kind introduction.

Vice President Ing, Congressman Derwinski, Representative Shah,

Director O'Young, Madam Yu, Dr. Huo, Hr. Fong, Mr. Wentling, 

Mr. Matano, Mr. Pardee, Representative Diago, Dr. Melpas, Mr. 

Martin, other distinguished guests, members of the Chinese 

Consolidated Benevolent Association, ladies and gentlemen: 

When I decided to be here with you tonight, instead of going to

the White House upon the invitation of President Carter to meet 

the Pope, I thought I was making a tremendous sacrifice, until I 

came here to find Congressman Derwinski sharing the head table.

When President Jimmy Carter announced on December 15, 1978 

that the United States was establishing diplomatic relations with 

the People's Republic of China on the mainland and was at the same

time terminating its diplomatic relations with the Taiwan-based



Republic of China, effective January 1, 1979, Americans were

SHOCKED, NOT SO MUCH BY THE ACTION HE TOOK AS BY THE PRECIPITOUSNESS 

OF HIS ACTION.

Since President Nixon's landmark visit to China, where he 

SIGNED THE SHANGHAI COMMUNIQUE IN FEBRUARY 1972, CLEARLY SIGNALED 

an American intention to establish a new relationship with China, 

WHICH WOULD LEAD ULTIMATELY TO A DOWNGRADING IN OFFICIAL TIES 

with Taiwan, and high-level American officials in the Nixon, Ford 

and Carter Administrations had since then avoided visiting Taiwan, 

President Carter's announcement was not altogether unexpected.

Immediately following the U.S.-P.R.C. normalization 

announcement, there was a great outcry and protest demonstrations 

against Americans in Taiwan, which struck a responsive chord in 

the U.S. Congress. The outcome was the "Taiwan Relations Act" 

WHICH WAS SIGNED INTO LAW ON APRIL 10. THIS ACT TAKES INTO 

ACCOUNT THE REALITIES OF A COMPLEX INTERNATIONAL CLIMATE WHILE AT THE 

SAME TIME REFUSING TO ABANDON A GOOD FRIEND AND ALLY.
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The condition that has emerged out of normalization 

with Communist China is unique in the annals of American 

foreign policy. Although, on the one hand the United 

States has said that it no longer legally recognizes the 

GOVERNMENT OF THE REPUBLIC OF CHINA IT ON THE OTHER HAND 

HAS LEGISLATED ANOTHER ENTITY INTO BEING. THE NEW ENTITY 

IS CALLED "THE PEOPLE ON TAIWAN" AND AS STATED IN 

Section 4. (a) of the Act "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 the laws of the United States 

APPLIED WITH RESPECT TO TAIWAN PRIOR TO JANUARY 1, 1979." 

After an initial response of great hostility to 

THE IDEA THAT THE UNITED STATES WAS OFFICIALLY SHIFTING 

THE RELATIONSHIP BETWEEN THE TWO COUNTRIES FROM GOVERNMENT

TO GOVERNMENT TO ONE OF PEOPLE TO PEOPLE, THERE APPEARS TO

BE A GROWING ACCEPTANCE OF THE IDEA. THIS PAST JULY
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China Update, a publication of the Coordination Council 

for North American Affairs — the representative of 

Taiwan in the U.S. and a counterpart to the American 

Institute in Taiwan — published an article from the 

Washington Post which read as follows: "Six months after 

MOBS STONED THE U.S. EMBASSY (IN TAIPEl) IN A RAGE OVER 

Washington's plan to recognize Peking, the new so-called 

"unofficial" U.S. relationship with Taiwan seems active 

AND ECONOMICALLY HEALTHY, WITH FEW TRACES OF BITTERNESS 

toward Americans."

Friends of Free China characterized the new 

relationship as "a bit like wandering through the murkier 

parts of Alice in Wonderland." Regardless of how one 

VIEWS THE U.S. RELATIONSHIP WITH TAIWAN, ONE CANNOT DENY 

THE FACT THAT IT APPEARS TO BE WORKING REMARKABLY WELL.

Looking first at the political situation in Taiwan, 

ITS PROSPECTS OF POLITICAL STABILITY ARE VERY ENCOURAGING. 

A GOOD, STRONG SIGN OF THIS IS THE APPARENT NARROWING OF
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THE SOCIAL AND POLITICAL GAP BETWEEN THE INDIGENOUS

Taiwanese and the mainlanders who sought refuge in 1949.

In fact. President Chiang Ching-Kuo has, according to 

REPORTS COMING OUT OF TAIWAN, PUT ASIDE MUCH OF HIS 

EARLIER AUTHORITARIANISM AND HAS BECOME A VERY POPULAR 

POLITICAL FIGURE. ALTHOUGH HE IS 69 AND HAS A HISTORY 

OF DIABETES, HE SEEMS VIGOROUS, AND HIS ABILITY TO 

manage Taiwan's politics remains unquestioned. On the 

NEGATIVE SIDE THERE IS NO FIGURE IN TAIWAN WHO APPEARS 

TO HAVE HIS STATURE, AND THEREFORE THE PROBLEM OF 

SUCCESSION COULD RAISE A SERIOUS CHALLENGE.

Another challenge to Taiwan's political stability 

STEMS FROM ITS GROWING INTERNATIONAL ISOLATION AND, AT 

THE SAME TIME, THE P.R.C.'S SIREN CALL ENCOURAGING 

ISLAND LEADERS TO END ITS ISOLATION BY AGREEING TO REUNIFY 

Taiwan with the mainland. Although the P.R.C.'s appeals 

to Chinese nationalism and unity enjoy some support on 

Taiwan, it is more than offset by the strong hatred that
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THE PEOPLE HAVE FOR COMMUNISM AND THE REALISTIC EXPECTATION

THAT THEIR STANDARD OF LIVING WOULD SUFFER A MAJOR

nosedive if Peking should gain control.

Economically, Taiwan has performed a miracle, and 

ITS ECONOMIC GROWTH HAS NOT BEEN SERIOUSLY DISRUPTED BY 

THE NORMALIZATION PROCESS. WHILE THE ECONOMY WILL BE 

UNABLE TO REPEAT LAST YEAR'S REMARKABLE PACE OF 12.8% 

REAL GROWTH, IT SHOULD, ACCORDING TO THE FAR EASTERN ECONOMIC 

Review, attain a respectable showing of around 8% for 

this year. Undeniably, there were some disturbing 

ECONOMIC DEVELOPMENTS IN TAIWAN IN THE WEEKS FOLLOWING 

THE NORMALIZATION DECISION AS THE STOCK MARKET PLUMMETED 

AND THE ISLAND'S CURRENCY DEPRECIATED CONSIDERABLY ON 

THE LOCAL BLACK MARKET, BUT BY MID-1979 THESE SIGNS HAD 

LARGELY DISAPPEARED. MANY INVESTORS IN TAIWAN — BOTH 

LOCAL AND FOREIGN — HAD APPARENTLY LONG TAKEN TAIWAN'S 

DERECOGNITION IN STRIDE; SEVERAL HAVE STATED THAT THE 

U.S. ACTION ACTUALLY SERVED TO "CLEAR THE AIR" AND TO
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SHOW CONCLUSIVELY THAT TAIWAN'S ECONOMY CAN INDEED 

WEATHER THE EFFECTS OF NORMALIZATION AND CONTINUE TO 

PROSPER. AT PRESENT, OBSERVERS IN TAIWAN AND ABROAD 

APPEAR RELATIVELY CONFIDENT THAT TAIWAN'S ECONOMIC 

DEVELOPMENT WILL CONTINUE TO ALLOW THE ISLAND TO ENJOY A 

FLOURISHING INTERNATIONAL TRADE/ ONE OF THE HIGHEST PER 

CAPITA INCOMES IN ASIA, AND THE NARROWEST GAP BETWEEN 

RICH AND POOR OF ANY NONCOMMUNIST COUNTRY IN THE WORLD.

The ominous pause that occurred as an aftermath 

OF DERECOGNITION IS CLEARLY OVER. DURING THE FIRST 

FOUR MONTHS OF 1979 FOREIGN INVESTMENT APPROVALS TOTALLED 

$137 million. This was an increase of $90 million over 

THE SAME PERIOD IN 1978. Of THIS TOTAL $18 MILLION 

CAME FROM U.S. SOURCES, AN INCREASE OF 35% OVER THE 

FIGURE FOR THE SAME PERIOD IN 1978.

Total U.S. direct investments in Taiwan are 

CURRENTLY NEAR THE $600 MILLION MARK.
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It appears to be strangely paradoxical that in 

THE DECADE OF THE SEVENTIES, WHEN TAIWAN HAS BECOME 

INCREASINGLY ISOLATED DIPLOMATICALLY, THE ISLAND'S EXPORTS 

AND IMPORTS HAVE INCREASED TEN FOLD, ITS GROSS NATIONAL 

Product and living standards have risen dramatically, and 

ITS ECONOMIC AND FINANCIAL STANDING HAS BECOME INCREASINGLY 

WELL REGARDED BY THE INTERNATIONAL COMMUNITY.

One of the institutional factors that has helped 

TO CUSHION THE EXPORT SECTOR OF THE ECONOMY AGAINST 

DIPLOMATIC SHOCKS IS A HIGH LEVEL OF FOREIGN INVESTMENT 

IN THE MANUFACTURING SECTOR, LARGELY U.S. AND JAPANESE. 

In addition to investment roles, the U.S. and Japanese 

MARKETS HAVE LONG FUNCTIONED AS LIFE SUPPORT SYSTEMS FOR 

Taiwan's economy, which rises and falls to the beat of 

FOREIGN TRADE LEVELS.

Taiwan's export performance has been so strong 

THAT IT HAS REGISTERED GLOBAL TRADE SURPLUSES IN SEVEN 

OF THE LAST NINE YEARS. As A MATTER OF FACT FOREIGN TRADE
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IN THE FIRST QUARTER OF 1979 INCREASED FOR THE SAME 

PERIOD IN 1978, BY OVER 40%, AND EXPORTS HAVE PROVIDED A 

TRADE SURPLUS OF $239.6 MILLION.

On the minus side, if you can call it that, the 

Taiwan economic structure is overly dependent on the U.S. 

MARKET, WHICH ABSORBED 39% OF TAIWAN'S EXPORTS TO THE 

tune of over $2.5 billion and provided Taiwan with a surplus 

OF OVER $1.5 BILLION. THUS, JAPAN AND THE UNITED STATES 

TOGETHER IN 1978 ACCOUNTED FOR SLIGHTLY OVER HALF OF 

Taiwan's exports.

As IT could be expected, following the break in 

OFFICIAL DIPLOMATIC RELATIONS AND THE WIDELY TELEVISED 

anti-American demonstrations which subsequently took 

place in Taiwan, American tourism declined by 38% in 

THE FIRST 5 MONTHS OF 1979. HOWEVER, AS THE MEMORY OF 

THESE INCIDENTS DIMS, TOURISM WILL NO DOUBT BEGIN TO 

INCREASE.
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In summary,, the economic picture for Taiwan, 

DESPITE THE SEVERANCE OF OFFICIAL RELATIONS WITH THE 

United States, continues to be promising. Economic and 

EMOTIONAL TIES BETWEEN THE PEOPLE OF THE UNITED STATES 

and Taiwan continue to be close, and businessmen, traders, 

AND INVESTORS CONTINUE TO TRAVEL UNIMPEDED BETWEEN THE 

TWO COUNTRIES. PARTIES ON BOTH SIDES ARE OPTIMISTIC 

ABOUT THE FUTURE, THIS OPTIMISM IS EXEMPLIFIED BY THE 

VIEW AMONG SOME AMERICAN BANKERS IN TAIWAN THAT THE 

TWO WAY TRADE WHICH REACHED A RECORD $7.5 BILLION IN 1978 

WILL GROW TO AN EVEN GREATER $10 BILLION IN 1979. 

Prospects for the foreseeable future are that Taiwan will 

CONTINUE TO RANK SECOND ONLY TO JAPAN AS A U.S. TRADING 

PARTNER IN ASIA. THIS OPTIMISM WAS ECHOED BY BOTH 

Mr. David Dean, Chairman of the board of the American 

Institute in Taiwan, and Mr. Charles Cross, Taipei director 

of the American Institute in Taiwan, with whom I held 

DISCUSSIONS ABOUT TAIWAN OVER THE LUNCH TABLE ONLY THREE 

DAYS AGO.
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My friends, the planet upon which we live must whirl 

ETERNALLY THROUGH THE VOID OF SPACE. If EVER IT SHOULD STOP ALL 

LIFE WOULD END. So THE PEOPLE ON TAIWAN, CANNOT STOP TOO LONG 

TO DWELL ON WHAT WAS, BUT RATHER MUST KEEP PACE WITH THE WORLD 

as it is. Important decisions are yet to be made, but in the 

PROCESS OF MAKING THOSE DECISIONS I AM CONFIDENT THAT THE LEADERS 

of Taiwan will do what is right, because as Confucius said 

TWENTY-FIVE HUNDRED YEARS AGO, "THE SUPERIOR MAN UNDERSTANDS

WHAT IS RIGHT."


