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Speech at Nan Hua University, Chia Yi
ASEM May 10", 2005

Brian McDonald

Rector of European Economic and Trade Office

Distinguished Guests, Ladies and Gentlemen,

First of all, I would like to thank you for inviting me here today to what is my first trip to Chia Yi
and Nan Hua University. I have managed to have a quick look around and am looking forward to
having a walk around the campus later today.

I have been asked to talk about ASEM or the Asia-Europe Meeting. First let me start off by
explaining what ASEM is all about. The origins of the ASEM process lay in a mutual recognition,
in both Asia and Europe, that the relationship between the two regions needed to be strengthened,
reflecting the new global context of the 1990s, and the perspectives of the new century. In July
1994, the European Commission had already published "Towards a New Strategy for Asia",
stressing the importance of modernising our relationship with Asia, and of reflecting properly its
political, economic and cultural significance. The Commission Communication of September 2001
(“Europe and Asia: A strategic framework for enhanced partnerships”) reaffirmed this objective. In
November 1994, Singapore and France proposed that an EU-Asia summit meeting be held, to
consider how to build a new partnership between our two regions.

Following the Singaporean proposal, the first ASEM Summit was held in Bangkok in March
1996. Since then, Summit-level meetings have been held every two years (London in April 1998,
Seoul in October 2000, Copenhagen in September 2002 with the fifth Summit taking place in Hanoi
last October 2004). Finland will host ASEM 6 (the 6™ Summit) in September 2006.

At the Bangkok Summit it was decided that Ministers of Foreign Affairs, Economics and Finance
should meet to carry forward the dialogue within their respective fields, and these core Ministerial
meetings were held in the years between Summits, most recently just three days ago (May 6™-7") in
Kyoto, Japan, which our own European Commissioner for External Relations and European
Neighbourhood Policy, Benita Ferrero-Waldner attended.

Several Ministerial Meetings take place annually on specific subjects such as the Environment
Ministers’ Meetings held in 2002 and 2003. Ministerial meetings are supported by regular meetings
of senior officials (SOM for foreign affairs, SOMTI for economic matters, and Finance Deputy
Ministers). Outside the government dialogue, both the private sector (through the AEBF) and civil
society groups (through the Asia Europe People's Forum) have met on a regular basis. The
European Parliament has also followed the ASEM process closely, three Asia-Europe Parliamentary
meeting (ASEP) have been held (in April 1996 in Strasbourg, in August 2002 in Manila,
Philippines, and in March 2004 in Hué, Vietnam).

ASEM covers potentially all issues of common interest to Europe and Asia. Indeed the process is
founded on three pillars (political, economic and cultural/people to people) and is driven by four
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Coordinators (European Commission, Presidency of the EU, and currently South Korea and
Indonesia for Asia). ASEM has provided a dialogue platform to address international matters such
as United Nations reform, weapons of mass destruction (WMD) issues, terrorism, migration flows
or WTO negotiations.

As an informal process of dialogue and cooperation, based on equal partnership and enhancing
mutual understanding, ASEM can best work to facilitate and stimulate progress in other fora, and
should not seek to duplicate what is being done within our bilateral and other multilateral
relationships with Asia. ASEM is unique in that the Commission is the sole permanent coordinator
and therefore plays a major role in shaping and steering the process.

Preparations for ASEM V (5™ Summit, which was held in Hanoi, Vietnam in October 2004) were
dominated by the enlargement issue, which was finally resolved with an agreement to admit
Burma/Myanmar subject to its participation at sub-HOSG level. The membership is now comprised
of the 10 ASEAN Member States, China, Japan, South Korea, the 25 EU Member States and the
Commission.

ASEM V (Hanoi) produced an in-depth exchange of views on regional and international political
issues, a Chairman’s Statement emphasising multilateralism, and Joint Declarations on Closer Asia-
Europe Economic Partnership and the Dialogue of Cultures and Civilizations.

The major issues currently surrounding ASEM include those of substantive cooperation in which
the Commission’s view as expressed in Hanoi is that ASEM is a forum for dialogue reinforcing
Asia-Europe policy coordination, especially in multilateral frameworks of international political and
economic governance.

At the Foreign Minister’s Meeting in Kyoto last week, it was expected that the goals enshrined in
the Kildare Declaration on Multilateralism and endorsed by Leaders in Hanoi could be taken
forward:

- commitment to multilateralism and a rules-based international order, with a strong UN at its
core;

- need for strong and effective international institutions to make progress towards the
objectives of the global agenda;

- support for the multilateral system of collective security;

- support for enhanced cooperation on multilateral issues between ASEM members in the UN
framework;

- commitment to promotion of cultural diversity.

Further enlargement of ASEM is also a major issue with the position taken in Hanoi that “the
substance of ASEM should be consolidated over the next two years before attempting a future
enlargement, possibly after 2006”. However, in the run-up to ASEM VI it is widely considered
important that the emphasis is placed firmly on deepening and consolidating the ASEM process,
which would also allow time to reflect on further widening of the membership.

The only existing ASEM institution is the Asia-Europe Foundation in Singapore (ASEF), a not-
for-profit foundation, charged with promoting cultural, intellectual and people-to-people contacts
between the two regions.

Also reflecting the informality of the ASEM process, specific cooperation initiatives necessary to
meet the objectives set out by ASEM can best be followed through at the bilateral level. However,
specific ASEM cooperation programmes have been put in place. The ASEM Trust Fund, set up in
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response to the Asian Financial crisis in order to provide technical advice and training on financial
sector reform and social policy reform. The TEIN (Trans-Eurasian Information Network) project
was endorsed as one of the new ASEM initiative at the 3rd ASEM Summit in Seoul in 2000 to
improve the interconnectivity between European and Asian research and education networks.

To help set out the underlying principles, objectives, priorities and coordination mechanisms of
the ASEM process, an Asia-Europe Cooperation Framework (AECF) was adopted at the London
Summit in 1998. An updated version of this (the AECF 2000) was approved by leaders at the Seoul
Summit in October 2000.

I would also like to say a few words about the ASEAN Regional Forum (ARF) which is an Asia-
Pacific security forum which brings together all major world and regional actors as well as ASEAN
countries. The EU supports the development and evolution of ARF not only because it has a close
interest in regional security and stability, but also because the Forum addresses significant threats to
global security. One of ARF’s merits is that it is helping to reduce tension by seeking to develop
consensus between Asian partners.

The ARF’s agenda is fully in line with EU security objectives — counter terrorism, non-
proliferation and action to combat organised crime — and with key Commission objectives of
enhancing security and developing conflict prevention and resolution strategies in Asia. ARF can
serve to deepen dialogue by continuing to build political consensus, enhancing the quality of
information exchange, and establishing common standards on issues such as financing of terrorism,
export controls and maritime security. The Commission measures ARF’s importance by the pan-
Asian constituency it represents and by the active presence of all major international actors,
providing an opportunity for high-level contacts which is unparalleled in this field.

Let me touch also on the new bilateral partnerships and cooperation agreements we intend to
negotiate with ASEAN partners. We are in the midst of an intense negotiation period for Asia. The
Council has granted us directives to initiate negotiations for bilateral Partnership and Co-operation
Agreements with countries in Southeast Asia, to enhance relations with the region while taking into
account the specificities of each country. So far, in ASEAN, only Laos, Cambodia and Vietnam
have bilateral agreements with the EC. A new Commission strategy for Southeast Asia offers
bilateral agreements to interested countries in the region. Such an agreement would enable a
relationship based upon a modern policy agenda, more firmly based, with an appropriate
institutional framework and enabling a policy dialogue on a wider range of issues.

In Southeast Asia, Thailand and Singapore were the first to show interest. We have initiated
negotiations with these two countries and hope to conclude them this year. The mandate also covers
the Philippines, Indonesia, Malaysia and Brunei Darussalam, i.e. all ASEAN members with whom
we do not have any bilateral agreement. At this stage, we will not opt for a region-to-region
agreement.

In all cases, we are looking towards modern agreements, including dialogue on a wide range of
sector policies. These are not free trade agreements. But our agreements could pave the way for
FTAs in the future by enhancing regulatory convergence.

The ASEAN process and the ARF have been very useful for both sides, leading to better and
more consistent political contacts and helping to establish dialogue on a series of issues which are
of economic and cultural importance. They are still however only dialogue and some have argued
that we need to take this process forward. The Partnership and Cooperation Agreements will help to
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flesh out the dialogue and give it more content. This will be even more true when and if they lead to
FTA’s.

More generally, the ASEM and ARF have helped the ASEAN countries to develop a dialogue
among themselves and have provided an institutional framework allowing them and us to have
contacts with other important Asian partners. These somewhat embryonic arrangements have
therefore made I think a major contribution to institution building in Asia.
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Abstract

Only with the end of the Cold War and the subsequent development towards stronger integration
in Europe, did Europe slowly recognize emerging Asia, East Asia in particular. The establishment
of the Asia-Europe Meeting (ASEM) has proposed a far-reaching change in the EU’s policy
towards this region and has led a first step to building an interregional cooperation model. As EU’s
third largest trade source in Asia, Taiwan has to respond cautiously to the effects of changes to
EU’s Asia policy. Owing to China’s opposition, Taiwan is not included in the ASEM framework.
This will damage the EU-Taiwan relationship and weaken the island’s role in geopolitics. This
paper’s main purpose is to consider the EU’s policy redirection toward East Asia and to examine
the ASEM’s functions in the building of EU-Asia partnership. Taiwan’s response to this change is
another focus. Since 1996, the ASEM has developed a comprehensive network for interregional
cooperation and dialogue. Following the APEC’s approach, ASEM 3 set an agenda to establish a
free trade area between the EU and East Asia by 2025. The ASEM also successfully built a forum
for pre-discussing WTO ministerial meeting issues in order to establish preliminary negotiating
positions and possibly resolve anticipated conflicts. In the political arena, the EU tries to link
political issues to economic cooperation. Nevertheless, a politicized ASEM process will hamper
economic ties and a bilateral partnership. Lacking ties to the ASEM, Taiwan will face geopolitical
and economic marginalization. Owing to China’s interference, Taiwan’s attempt to gain access to
the ASEM is more likely to be reached through the less political and more flexible “WTO”
approach. Taiwan might also intensify business relations and establish further political contacts
through the European Parliament (EP). Several pro-Taiwan resolutions recently passed by the EP
justified the path. Nevertheless, sustainable economic competitiveness and development are more
important to fight against marginalization in the process of EU-Asia inter-regional cooperation.

INTRODUCTION

In the early 1990s, the European Union (EU) realized that it needed to improve political contacts
with and obtain better market access in Asia, and East Asia in particular in order to avoid the risk of
gradually losing shares in the Asian markets and leave the field to the United States (US). The US
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had been actively forging new economic and political ties with Asia within the Asia Pacific
Economic Conference (APEC) beginning in 1989. America had ventured to turn APEC from a
cooperation forum into a free trade area. Conversely, the EU had failed to build such an alliance
with Asia and consequently has not forged strong political contacts with the region. The EU’s New
Asia Strategy of 1994 and its subsequent efforts to formulate the Asia-Europe Meeting (ASEM)
process represent the initial stage of improving its economic participation in Asia by establishing
better political contacts within the region. The overall objective of this new strategy was to foster
business relations between the two regions and to facilitate trade and European capital flows to Asia
and especially East Asia, which was the fastest growing region in the world with huge opportunities
for trade and foreign direct investments. With the precedents of APEC and the New Transatlantic
Agenda (NTA), the ASEM framework set out to strengthen the weakest link in the current tripolar
economic world (i.e., Europe, North America, East Asia). Although the initial ASEM has managed
to cultivate greater interregional economic exchange on a relatively small scale, it may develop a
more comprehensive framework in the future and become the main vehicle for maintaining the
current partnership between the EU and East Asia.

As the EU’s third largest trading partner in Asia, Taiwan needs to respond cautiously to changes
in EU-Asia relations. In adhering to the “one China” policy, the EU considers Taiwan as a distinct
economic entity but not an independent state. As a result, Taiwan has been excluded from the
framework for Euro-Asian partnership. Nevertheless, it is important for Taiwan to join the
structuralizing ASEM, which will have the authority to set agendas for EU-Asia interactions in both
economic and political spheres. Lacking ties with the ASEM, Taiwan faces the prospect of
geopolitical and economic marginalization. Taiwan’s business community has a similar concern: if
Taiwan fails to strengthen its links with this emerging ASEM framework, the Taiwanese stand to
lose their potential commercial interests, both in Europe and in Asia.

This paper’s main purpose is to analyze the EU’s new policy towards Asia and to examine
ASEM’s functions for the emerging EU-Asia partnership. The second focus is to consider the
effects of this new strategy on Taiwan. The paper begins with an examination of the economic
context and origin of the EU’s New Asia Strategy of 1994. The analysis of this policy will then be
followed by a review of Asia’s economic dynamism and the EU’s involvement in the region in the
early 1990s. The next section will investigate the functions of ASEM by focusing on its structure
and process in closer detail. I will then explore the fundamental factors of EU-Taiwan relations
from the European perspective. By navigating through Taiwan’s responses, I examine the impact of
ASEM on the island’s political-economic interests. In conclusion, an assessment will be made
concerning the implications of the ASEM process for the future development of EU-Asia relations
and suggested strategies in regard to Taiwan will be set forth.

EU’S CHANGING ASIA POLICY: REDISCOVERING EAST ASIA

Economic Dynamism in Asia

Economic growth and strength in East Asia is the main reason why the EU became interested in
increasing the level of its engagement in this region. Beginning in 1992, the EU’s two-way trade
with East Asia became larger in both volume and value than its trade with North America (Eurostat,
2003, pp.136-8). The European Commission (henceforth, Commission) stated in 1994 that “the
IMF reckons that Asian GNP will have grown on average by 44% between 1990 and 1995
(compared to 16% and 11% respectively for Latin America and Africa, and minus 32% for Eastern
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Europe and the former Soviet Union)” (Commission, 1994, IV). In particular, the developing
economies in East Asia (including Southeast Asia) turned out to be the most promising and fastest
growing region in the world before the Asian financial crisis. East Asia produced “25 % of the
world’s output” in 1995, which increased to 33 % by the year 2000.'

In this region, economic growth is mainly export-driven. Hence, the export rates for the region
are considerably higher than that of any other region. From the European perspective, the main
backbone of the economic miracle was investment. East Asia has been more successful than other
regions in attracting private investment, especially foreign direct investment (FDI). Since the
beginning of the 1990s, there has been a significant FDI increase in East Asia, and FDI proved to be
a significant triggering factor for economic growth (see Figure 1). The governments in this region
built and sustained a good environment for trade and also “provided the basis for a powerful,
investment-driven growth dynamic.””

(Figure 1 and 2 Here)

EU-Asian Economic Interactions

The EU’s economic relations with Asia present a picture which should be reviewed from three
different angles. First, the overall perspective has been one of continued growth of EU-Asia trade
over the last several decades, and especially since the late 1980s. Second, while actual trade has
been increasing, Europe has a smaller share in Asian markets. Third, compared to the US, Europe
was slow in entering the trade upswing with Asia in the 1980s, but has meanwhile caught up. For
the EU, the importance of the Asian market has become clear when one looks at the dimensions of
EU-Asian trade (see Figure 2).

Since 1994, total EU trade with East Asia for the first time exceeded the total EU trade with the
US. 1994 marked the first time the total volume of trade between Europe and Asia exceeded the
amount between the US and Asia. From 1988 to 1997, EU trade with East Asia experienced a
tremendous upswing. The commodity exchange between the EU and East Asia grew by 102 % and
reached a new record high of US$ 210 billion in 1994, whereas US trade with the region in the
same time grew by only 76 % (US$ 250 billion). Whereas the relative share of the EU in Asian
imports has declined since the 1970s (from 25 % in 1970 to 15 % in 1995), “Asia bought goods
worth over US$100 billion from Europe, and Asian exports to the continent were valued at US$145
billion [in 1994]” (Islam, 1996, p.16). Europe seems to have performed quite well in its trade with
East Asia during the early 1990s. As Segal has pointed out, “Asia-Europe trade is nothing for either
side to be embarrassed about, although both sides could obviously do even better” (1997, p.125).
Before the Millennium, the weak spot of European engagement in this region was FDI. European
investors were slow in investing in Asia, and investment rates have actually decreased since the
1980s. In 1994, the Commission emphasized the importance of FDI and complained about the low
level of European direct activity in developing East Asia in times of increased FDI flows to this
region.” The European financial engagement in this region remained low. From 1982 to 1992, less

' Some reports indicate further that East Asia’s GDP in the year 2025 could be 40 percent of world output. This would
be almost equal to the GDP of North America and Europe combined. China’s GDP alone could exceed that of the
United States by 2020 if it continues to grow by an average of 7.5 to 8 percent a year. See (Koh and Yuan, 1996, p.6).

2.
Ibid.

* The EU Commission stated: “Foreign direct investment (FDI) plays quantitatively and
qualitatively an important role, particularly in, East and Southeast Asia. The EU’s relative share
has declined steeply (between 1986 and 1992 only 10% of the region’s FDI came from the
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than 1 % of all European direct outward investments went to East Asia. From 1995 to 1999, the
situation had improved (7.8%), although it had yet to reach a satisfactory level. The economic
interactions between the two regions (except for FDI) had been better than in the 1980s and the
Europeans had been catching up with their main competitors (the US and Japan).

In fact, as it did with other regions of the world, the EU began to institutionalize its links to Asia.
Owing to the lack of a more cohesive regional structure in Asia, the EU pursued its relationships
with most Asian regions on a bilateral basis. Traditionally, as the Commission stated, “the EU
conducts its bilateral cooperation with many countries in Asia...in the framework of Trade and
Cooperation Agreements” (Commission, 1994, II). Up to the early 1990s, the EU had established
formalized political contacts on the basis of such agreements with a number of countries in South
Asia (India 1973/82; Pakistan 1986; Sri Lanka 1975; Bangladesh 1976), East Asia (China 1978/84,
Japan 1983/91) and Southeast Asia (ASEAN" 1980) (Commission, 1995). The Commission also
had established ambassadorial contacts with Asia through delegations in various countries. The first
delegation was established in Japan (1974), followed by Thailand (1978). The process continued in
India (1982) and Pakistan (1988) and later in China (1988), South Korea (1989) and the Philippines
(1990). These agreements virtually never go beyond direct matters of trade, and did not present
framework for a broader political dialogue. The only long-standing dialogue partner of the EU in
Asia has been ASEAN.

However, with the inception of APEC in 1989, which provided a resolute basis for transpacific
links, and the establishment of improved transatlantic relations encompassing economic and other
issues, the EU became increasingly aware of the need to establish a formal interregional framework
with East Asia, rather than the existing state-to-state framework. Such an attempt had become the
EU’s special priority in the mid-1990s after improving economic ties initiated a process of catching
up with the US.

EU’s Policy Redirection: the New Asia Strategy

In 1994, the Commission adopted a more global approach by presenting its New Asia Strategy to
the European Council and the European Parliament (EP). In a paper entitled “Toward a New
Strategy,” the Commission proposed far-reaching changes and a redefinition of the Union’s policies
towards this region. These policy changes represented a milestone in the EU’s joint foreign and
security policy and can be considered the first stage leading to the emergence of the Asia-Europe
Meeting (ASEM). For the first time, the strategy report formally acknowledged that the EU needed
to pay more attention to its relations with Asia and weigh relations from a multilateral perspective.
In prioritizing economic concerns, the report stressed that “the Union needs as a matter of urgency
to strengthen its economic presence in Asia in order to maintain its leading role in the world
economy” (Commission, 1994, p.288). This aim has been repeated frequently and has been openly
regarded as a primary objective of the new strategy: “the main thrust of the present and future
policy in Asia is related to economic matters” (p.229). Furthermore, the new European approach to

Union).... Total FDI flows to these regions increased steadily during the eighties, with Japan being
established leader of the three, followed by the US.” See (Commission, 1994).

* Contacting ASEAN (Association of Southeast Asian Nations) member states only existed through
the regional body, not with individual countries. For further analysis, see (ASEAN, 1988;
European Council, 1998).



LG RH LA 2L PP ¢

Asia has been characterized by the “establishment of an important presence in Asia [that] will allow
Europe...to ensure that its interests are taken fully into account in this key region” (ibid.). When it
came to the main issues, the central concern of the EU was to pursue the improvement and
extension of two-way trade and European direct investment in Asia. Moreover, the Commission’s
strategy report also called for “a more efficient use of all resources” (p.230) in order to “pursue all
actions necessary to ensure open markets and a non discriminatory business environment net
conducive to an expansion of Euro-Asian trade and investment” (p.231).

The measures suggested by the new strategy comprised a more proactive engagement of the EU
on two levels. The approach on the primary level was a very direct and pragmatic one. It included
direct cooperation measures of the EU with European and Asian business companies by “informing
them about trade and investment opportunities and setting up business associations” as well as
“providing financial ventures for joint ventures and aid for trade promotion” (p.82). Furthermore, it
included the promotion and improvement of bilateral “cooperation with all Asian countries on
science, technology and R&D” (ibid.). This level also comprised a reassessment of the EU’s
traditional concept of development aid. If the emphasis had long been “mainly on rural
development projects and food aid”, the new approach was to spend more money in development
funds to foster economic cooperation. This indicated that the EU and its member states would
continue to assist economic development in Asia’s poorest areas through development cooperation.

On the second level, the EU attempted to sustain and extend economic relations by building a
political framework aiming to 1) improve contacts in the region with individual countries as well as
regional political bodies; 2) promote integration of Asian economics into the new world trade order
after the completion of the Uruguay round of GATT in order to keep Asian markets open for
European goods and investments; and 3) maintain regional security and stability in Asia. Therefore,
political dialogue had to be stepped up to be commensurate with Asia’s growing importance
(Commission, 1994). Moreover, the promotion of democracy and human rights was also an aim of
the EU in the region, with increased EU involvement in issues of regional conflict, arms control and
nonproliferation. A further goal was to encourage Asian countries to create and sustain a sound
business and investment environment with EU participation in economic reforms taking place in
countries like China and Vietnam, which were evolving from centrally-planned models to market-
based economies.

In addition, the EU perceived that an economically triadic world could become consolidated by
maintaining an intra- and inter-regional order in which all actors would participate as equals. In this
context, the function of the WTO, which serves to maintain an open and rule-based international
trading system, is significant. The EU therefore has had every interest in encouraging a “dialogue of
equals” with its Asian partners by promoting a multilateral framework between the EU and Asia.
The scope of such dialogue extends from economic to political areas: security in the Asia Pacific
region, conflict resolution (e.g., in Cambodia or over the Spratly Islands), and human rights issues.
Therefore, the EU intends to form an interregional framework in which the new engagement
between the two regions could be formalized.
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AN EMERGING FRAMEWORK: ASTA-EUROPE MEETING
Origin and Process

As mentioned above, the New Asia Strategy aims to respond to the increased importance of Asia
on the world stage. An ASEM proposal was thus considered and then reaffirmed by the EU
Commission shortly before a proposal put forth by Singapore in November 1994. The inaugural
ASEM Summit (ASEM 1) was held in Bangkok in March 1996. The European participants
included all fifteen EU member states. The Asian side consisted of seven ASEAN countries (Brunei,
Indonesia, Malaysia, the Philippines, Singapore, Thailand and Vietnam) plus China, Japan and
South Korea (See Figure 3). With economic issues dominating the agenda, the assembled heads of
state and government committed themselves to a “partnership for greater growth” (Commission,
2003). Therefore, improving bilateral trade links was clearly the main objective of ASEM 1.
However, other frameworks and “softer” issues were also addressed. In expressing their common
interest in promoting “peace and global stability,” the delegates recognized ASEM’s potential as a
vehicle for political dialogue.

ASEM 1 also set a common agenda for the ASEM process. The Chairman’s Statement stated that
all participants agreed to develop “a common vision for Asia and Europe” (Commission 1996a,
p-129). In this context, the political leaders in attendance pointed out that “the meeting forged a new
comprehensive Asia-Europe Partnership for Great Growth” (ibid.). The overall objectives included
“maintaining and enhancing peace and stability, as well as creating conditions conducive to
economic and social development” (ibid.). The declaration made clear that ASEM was an alliance
designed address both regional and global issues. The main pillars of the partnership were
“fostering political dialogue” and “reinforcing economic cooperation,” but the political leaders left
no doubt that economic cooperation was at the core of the newly-forged alliance by indicating that
“the meeting recognized the growing economic links between the two regions forming the basis for
a strong partnership between Asia and Europe” (p.130). The Statement also considered cultural and
intellectual cooperation as the third pillar of ASEM (see below).

(Figure 3 Here)

ASEM 2 was held in London in January 1998. By that time the situation in Asia had changed
radically. A full-blown financial crisis had struck the region. The crisis, which affected the global
economy, was an unexpected test to assess the strength of the Asia-Europe partnership. The cause
of the Asian financial meltdown became a topic of heated debate within ASEM. European leaders
attending ASEM 2 committed themselves to helping Asian countries rebuild their economies. An
ASEM Trust Fund (Euro€ 30 million) was set up at the World Bank and heavily endorsed by the
EU nations. By providing the financial support for expert advice and technical aid projects, the fund
aimed to restructure economies and ease the social impact of the crisis (Guttman, 2001, 105)’. The
meeting also saw the establishment of an ASEAN Vision Group®. Additionally, the EU announced
it would send business missions to East Asia in order to seek investment and trade opportunities.
The real accomplishment of ASEM 2 was the rebuilding of an atmosphere of good will by the

> For the function of the ASEM Trust Fund, see Point 4 at Page 11
% For its given duty and activities, see Point 6 at Page 11.
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ASEM partners and a reconfirmation of their commitment to cooperation after the cutting off of
diplomatic dialogue resulting from the Portugal-Indonesia conflict over East Timor'.

ASEM 3 was held in Seoul on October 20-21, 2000. The meeting endorsed the Asia Europe
Cooperation Framework (AECF) (see page 11). A report by the ASEM Vision Group recommended
that ASEM officially pursue a goal of establishing a free trade zone for the EU and East Asia by
2025 and strengthen the governance of the international financial system (Dent, 2001, p.48). ASEM
4 was held in Copenhagen on September 22-24, 2002, and placed special emphasis on strengthening
its third pillar -- the social dimension in the ASEM process. This meeting pledged to strengthen and
broaden public engagement in Euro-Asian relations by encouraging parliamentary and civil society
participation in this process. In implementing this pledge to garner broader participation by means
of this framework, the EU contributed Euro€ 3.5 million to the Asia Europe Foundation (ASEF) in
Singapore, whose mission is to enhance mutual understanding between the two regions by fostering
personal contacts and cultural exchanges (Commission, 2002).

The ASEM 5 Summit was held in Hanoi on October 7-9, 2004 with the participation of 39
partner-nations. It marked ASEM’s enlargement to include the ten new EU Member States as well
as three new countries from ASEAN (Cambodia, Laos and Burma/Myanmar) that were not part of
the process at the time. As a result, the ASEM process will now bring together 39 partners from
Asia and Europe. However, the participation of Burma/Myanmar was accepted with the expectation
that the participation of the Burmese government at the ASEM Summit would be of a lower level
than Head of State/Government. ASEM 5 also addressed the situation of human rights in
Burma/Myanmar.

Institutions and Functions

ASEM 1 engendered an ongoing process involving summit-level meetings held biennially,
ministerial meetings (Foreign, Economic and Finance), and more frequent meetings at the senior-
official and working levels (See Figure 1). The ASEM process has spawned several initiatives that
have become established elements in the Asian-European dialogue (Commission, 2003):

The Asia-Europe Foundation in Singapore (ASEF), a not-for-profit foundation, is in charge of
promoting cultural, intellectual and people-to-people contacts between the two regions.

The Asia-Europe Environmental Technology Center (AEETC) in Bangkok has the task of
promoting networking and cooperative research among environmental technologists in the two
regions.

The Asia-Europe Foundation (ASEF), a not-for profit foundation established in Singapore with
the objective of promoting Asia-Europe exchanges in the intellectual, social and cultural fields.

7 Since the annexation of East Timor by Indonesia in 1975, diplomatic relations between Portugal
(the former colonial power in East Timor) and Indonesia have been disrupted. For Portugal, the
conflict with Indonesia is an issue of great domestic significance. Portugal has repeatedly called
attention to Indonesian human rights violations and refused to negotiate with Indonesia. Such an
attitude has impacted EU-ASEAN relations. The Portuguese-Indonesian conflict resulted in a
major clash between the two nations at ASEM 1.
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The ASEM Trust Fund, implemented by the World Bank, with the objective of providing
technical assistance and training in both the financial and social sectors for Asian countries affected
by the financial crisis.

The Asia-Europe Business Forum, a forum where the private and public sectors meet to
exchange views, was held for the seventh time since ASEM 1. This provides an opportunity for the
business community to review issues relating to trade and investment matters and specific thematic
issues, as well as providing important input for official dialogue.

The Asia-Europe Cooperation Framework (AECF), which was adopted at the London
Summit, has outlined the priorities for the ASEM process for the next ten years, and the modalities
for the management of the three pillars of ASEM (political, economic and cultural), which are to be
developed in a balanced manner. As mentioned above, this was updated into a new AECF 2000 at
ASEM 3. An ASEM Vision Group takes responsibility for initiating concrete proposals and
agendas for achieving the above goals.

(Figure 4 Here)

The different units and forums have functioned as interfaces between non-governmental and
governmental sectors and have been integrated in the policy development process in the ASEM
framework. Based on the above structure, ASEM activities can be grouped into three main pillars:
political, economic, and cultural/intellectual. Within each of these fields, a number of activities
have already been given priority, including the following (European Community, 2002, p.10):

® in the political field, discussions on human rights, the protection of children, and the impact of
globalization; new areas of common interest which have emerged from the recent meetings
include the fight against terrorism and the management of migratory flows;

® in the economic and financial field, cooperation on reducing barriers to trade and investment,
and on financial and social policy reform; a new area of common interest which emerged from
the recent meetings is a reinforced dialogue on issues relating to the WTO;

® in the cultural and intellectual field, a wide range of enhanced contacts and dialogue between
the two regions, and cooperation in the protection of cultural heritage.

The political pillar covers many sensitive and controversial issues, and has elicited debates on a
variety of subjects. Human rights were certainly a topic that was treated with the highest political
and diplomatic delicacy. The EU intended to put human rights and the democratization of Asian
countries on the common agenda, whereas many Asian partners would prefer to exclude this issue
from the framework. The People’s Republic of China (PRC) and most ASEAN countries have been
trying to de-link human rights and trade issues. The EU’s strongly unilateral intention to link
political issues to economic cooperation and to treat such issues as a requirement for EU to promote
investment and offer assistance increases the risk of hampering the economic partnership generated
in the ASEM process. For example, a major threat to the harmony of ASEM 1 was the protracted
conflict between Indonesia and Portugal over East Timor. Ironically, the dispute justified one of
ASEM’s functions, which is to provide a framework for dialogue, but not a forum for resolving
specific disputes. At least, communication between the two regions helps individual nations to
understand opposing views on sensitive issues.
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As for economic cooperation, the expansion of trade and investment between the two sides
strengthens the essential part of the common agenda. In this respect, the participating members have
decided to address various issues, ranging from those of a global multilateral nature in WTO to
bilateral projects between two partners (Forster, 1999, p.754-5). Except for their support for a
regulatory system in trade and investment on a global scale, the ASEM partners intended to
negotiate internal liberalization within the ASEM structure. Participants have tried to initiate a
dialogue on various aspects in order to facilitate their common objectives. As a result, one of
ASEM’s major functions in the economic pillar is to pre-discuss WTO ministerial meeting issues to
establish preliminary negotiating positions and possibly resolve anticipated conflicts prior to
multilateral talks. Moreover, as mentioned earlier, the EU was wary of its potential marginalization
with respect to the trend of regionalism. In a 1995 Commission document, the EU recognized that
“if the countries of East Asia were, as a result of regulatory cooperation within APEC, to align their
regulatory systems practices to those of the US, this would place the EU at a competitive
disadvantage, at least to the extent that a large and dynamic part of the world economy developed as
result of a system which diverged significantly from that of the Union” (Commission, 1995, p.7).
The formation and development of the ASEM framework has strengthened this relatively weak link
in the economically triadic world and enhanced the EU’s stake in East Asian affairs.

CHALLENGES FACING TAIWAN

It is important for Taiwan to join the structuralizing ASEM, which is designated to set agendas
for Euro-Asia interactions in their economic and political dimensions. Without an affiliation with
ASEM, Taiwan faces potential geopolitical and economic marginalization in EU-Asia relations.
Taiwan’s business community would share the same apprehensions of its political leaders given
such a prospect. Additionally, Taiwanese commercial interests in Europe - the world’s largest
economic region - would be strategically compromised if Taiwan fails to redress its weak ties to this
emerging ASEM framework.

However, in terms of the structuralizing Euro-Asian connection, Taiwan has remained outside the
network of the EU-led ASEM process. What is more, Taiwan has also been denied access to the
Generalized System of Preferences (GSP)® in long-term trade with the EU. Furthermore, Taiwanese
exports have been heavily discriminated against by the imposition of quotas, ‘voluntary’ export
limits and tariffs used to prevent Taiwan from obtaining access to the EU. Despite these constraints,
Taiwan has been the EU’s third most important single trading partner in Asia (after Japan and PRC)
since 1997 (see Table 1 and Figure 5, 6).

It must be recognized that relations between Taiwan and the EU and its member states are highly
complicated by the nature of diplomatic ties with the PRC. Among European countries, only the
Vatican recognizes the Republic of China (ROC) on Taiwan. Ostensibly, the EU supports the
PRC’s “one China” policy, while seeking to maintain cordial but informal relations with the island.
The EU’s outlook on Taiwan is thus concerned primarily with the issues of trade and also how their

¥ The EU developed this system that allows preferential access to EU markets for certain products
from Less Developed Countries (LDCs), particularly though not only industrial goods. See (Smith,
2002, 117).
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relations with Taiwan influence those with the PRC’. EU-Taiwan relations have been subject to
frequent fluctuations simply due to the lack of formal diplomatic relations, a factor which has
damaged Taiwan’s international engagement in a number of cases. This can be seen in the way that
the EU has arbitrarily imposed quotas and other barriers on Taiwanese imports to Europe without
consultation or negotiation. By the early 1980s, unofficial discussions began taking place between
the two sides. The talks helped greatly in reducing potential conflicts in trade and other related
issues'’. Nevertheless, due to the opposition of the PRC, Taiwan has not yet managed to become
part of the ASEM process.

(Table 1 Here)
“Rocky” Relations between the EU and Taiwan

Many European states shifted their diplomatic recognition of China from the ROC to the PRC in
1950. Others recognized the PRC during the 1970s after Taiwan’s departure from the United
Nations. Since then, all EU member states have abided by the “one-China” policy and adopted a
low profile when dealing with Taiwan. Its relations with the EU (European Community at that time)
were also blocked, even though in 1961, Taiwan did request the establishment of diplomatic
relations with the EU when four of the six member states (France, Belgium, Luxembourg and Italy)
still had diplomatic relations with the island. It was France’s recognition of Beijing that scuttled
Taipei’s plan to dispatch one of its diplomats to Brussels''. However, an early sign that economic
relations would be satisfactory occurred when Taiwan succeeded in signing a textile agreement with
the EU in 1970. The EU Commission gave its diplomatic recognition to the PRC in 1975 and
severed all dialogue with Taiwan.

At the end of the 1970s, the EU member states were attracted by the success of Taiwan’s
economy, while Taiwan wanted to compensate itself for its growing isolation through the
diversification of its commercial relations. Economic interactions between the EU and Taiwan
expanded during the 1980s. Whereas Taiwan does not enjoy diplomatic recognition around the
world, a network of non-official, economic representative offices has been established in Taipei and
in respective European capitals. Generally, offices have various titles and functions among the
European nations, but most were upgraded in the course of the 1980s and 1990s. Thus, along with
arms sales, the representative offices have come to exceed what the PRC would deign to permit.
Among the EU’s member states, France and the Netherlands have played a crucial role in this
incremental process. Both were the major European purveyors of arms to Taiwan and implemented
a creative way of issuing visas shortly after Belgium and of sending ministers to Taipei
(Kindermann, 1998, p.93-4). In addition to the arms trade, contractual agreements for specific

As Chris Patten, the commissioner for external relations of the European Commission and Chen Yunlin, the director
of China’s State Council Taiwan Affairs Office, met on April 10 in the European Commission, Patten said, “The
EU...know the importance to Sino-EU relations of properly handling the Taiwan problem and also fully understand
the Chinese government’s stance on and policy towards solving the Taiwan problem. Our commitment to the one-
China policy is very clear and definite, has not changed, and will not change in the future.” See (AAIW, 2003a).

" Mutual negotiations have been sustained annually since 1981. See (Ministry of Economic Affairs, 2002).

i Yang-sen Dau, Taiwan’s Minister of Economic Affairs, was sent to visit the EC. The EC responded in October 1962
with a positive indication that it would consider establishing diplomatic relations. Mr. Shiung-fei Chen was appointed
as the expected ROC ambassador in the EC. If France had not established diplomatic relations with the PRC in
January 1964, formal EC-ROC relations might have been established. See (Tou, 1987, pp.134-5).
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nations during Taiwan’s Six-Year Plan also served as a contributing factor to upgrade economic ties
during the 1990s. From time to time, Taipei has become more flexible in its diplomatic relations
whereas Beijing has tightened the reins as PRC nationalism continues to grow hand in hand with its
rapidly increasing stature in the global economy. On the other hand, the political benefits that
Taiwan can gain from economic extension of its relationships with the EU are still possible.

Taiwan’s Scenarios and Choices

With the establishment of the ASEM framework, there is a growing consensus that the status of
Taiwan should be reconsidered. Not only does the island boast a superb record of economic growth
and engagement with regional trade, but its achievements in the areas of democratization and
human rights are impressive, especially when compared to the PRC. Moreover, the growing number
of economic exchanges between the EU and Taiwan have, from time to time, exceeded the limits
implicitly or explicitly set by the PRC. At the same time, Taiwan’s efforts to participate in
interregional or regional cooperation remain frustrated by the inexorable fact that all of the
individual states of the EU are reluctant to offend Beijing by legitimizing Taiwan’s nationhood if
they were to grant it accession to ASEM.

Moreover, the ASEM framework presents a possibility for the PRC to cooperate with the EU and
thereby diminish American influence in East Asia. The PRC has a strong interest in diverting the
US’s economic and even political power through an emerging triadic or multiple-polar world. Also,
the PRC’s attempt to strengthen its relations with ASEAN and the EU can be accomplished through
its engagement in the ASEM process, because ASEM links PRC into a multilateral forum. For the
EU, closer Euro-Chinese relations would indicate that ASEM could become a more substantial
political player in world affairs. For Taiwan, its chances to participate in ASEM would decline if
the PRC were to continue its active involvement and affirm its leading status in ASEM.
Furthermore, the PRC will do its utmost to avoid the recurrence of the resolution for the accession
of two Chinas to APEC. As an export-led state, Taiwan’s continued isolation from the EU-Asia
partnership will jeopardize its economic status in both regions. If Taiwan cannot gain a foothold in
ASEM, it will not only lose the chance to participate in any dialogue on WTO-related issues and
even security issues within the multilateral framework, but its economic ties with the EU will also
be hampered. Without cautious responses to changes in the EU’s Asia policy, any negative
consequences could do serious harm to Taiwan’s development both economically and politically,
and even geopolitically.

In coming to grips with the new scenario generated by the EU’s policy redirection towards Asia,
Taiwan’s first task is to gain inclusion in ASEM. Since ASEM 2 in 1998, ASEM expansion has
become a recurrent theme. The expansion of ASEM membership could not only add to its capacity
by presenting a more powerful EU-Asia voice in international affairs, but also widen its basis for
internal talks. Taiwan has long expressed its desire of being granted a conferred observer status.
However, the PRC’s continued interference with any initiative that legitimizes Taiwan as an
independent state remains the most significant obstacle. Undoubtedly, as the EU’s third largest
trading partner in Asia (see Figure 2), Taiwan should be granted admission to ASEM. Without
Taiwan’s participation, an important link would be missing in ASEM’s attempt at establishing a
viable interregional framework. The EU states must acknowledge that they cannot afford to ignore
Taiwan while promoting regional economic cooperation with East Asia. Although the EU, like most
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other countries, follows a “one China” policy, it still recognizes Taiwan as an economic and
commercial entity. This definition has allowed Taiwan to create a “gray area” and adopt a flexible
approach for its accession to this interregional framework with an economic nature.

For Taiwan, the attempt to join ASEM will be much less problematic than its efforts to return to
the United Nations. In terms of participating in international and regional economic organizations,
Taiwan has demonstrated flexibility in its application to join APEC in 1991. In this case, Taiwan
encountered resistance in joining this organization under its formal title, while accepting the title of
“Chinese Taipei” as in the case of the Olympic Games, and in the end it obtained full membership
in this key organization. Taiwan circumvented the problems of PRC’s objection to the formal use of
its name once again in its efforts to join the WTO. In order to satisfy some of PRC’s objections and
facilitate Taiwan’s accession, Taiwan took great care to avoid politicizing its approach by applying
as the “Separate Customs Territory of Taiwan, Penhu, Kimmen and Matsu” (TPKM) in 2002 (ROC
Yearbook, 2001, 138). Taiwan’s accession to the WTO therefore had been strongly supported by
the EU and the US because of this less politically contentious title. The WTO case implies that
Taiwan is only able to exercise economic sovereignty (as a separate customs authority and
monetary regime). It is much less likely to go against EU’s “one China” policy and its recognition
of Taiwan as a distinct economic entity. Unlike the US’s strategy toward such an issue in APEC,
the EU has no willingness and a low capacity to endorse the inclusion of the two Chinas
simultaneously at the outset of the ASEM process. As a result, Taiwan’s desire to gain a foothold in
ASEM is much more likely to be reached by adopting its “WTO” name.

A second strategy for Taiwan is to expand its lobbying activities in the European Parliament (EP).
Considering the highly exceptional nature of Taiwan’s international position, the legislatures — not
only of the US but also of Europe — have found it easier to take certain forceful initiatives or
resolutions that the executive branches might have found difficult to do. The EP, which is an
institution elected directly by the popular vote of the national electorates of the EU’s member states
since 1979 and upgraded in its competence in the area of the Union’s external relations due to the
Maastricht treaty of 1992'% has called for the improvement of relations with Taiwan; consequently,
the question of Taiwan’s diplomatic position has once again become a subject for debate since the
mid-1990s. If there were to occur any substantive changes in the relations between the EU and
Taiwan, then clearly this would be a matter that required serious attention, and no state could afford
to act in isolation without being vulnerable to trade retaliation from Taiwan. However, it would be a
different matter if the member states could agree upon a common EU policy toward Taiwan. With
popular legitimacy, the EP is capable of playing a crucial role in terms of aggregating and
coordinating various opinions, thereby exerting influence on the Commission’s decisions by
ratifying the EP’s resolution. Therefore, effective lobbying in the EP can serve to promote the
ratification of pro-Taiwan resolutions. Notably, the members of the Taiwan Friendship Group in the
EP have been playing a core role in drafting Taiwan-related initiatives and in further persuading
their colleagues to support them (AAIW, 2002a). As a result, Taiwan has recently sought the EP’s
help for its accession to ASEM and other international economic organizations, such as the World
Customs Organization. Two recent cases further justify this strategy: one resolution passed by the
EP emphasizes the EU’s willingness to enhance ties with Taiwan, despite its adherence to the “one
China” policy. The other explicates the EU’s strong support for Taiwan’s efforts to join the World
Health Organization (WHO) (AAIW, 2003b).

12 For further analysis, see (Dinan, 1999), Ch.10 & 17.
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The third strategy for Taiwan is to consolidate and strengthen bilateral relations between the EU
and Taiwan. Although Taiwan lost state-to-state relations with the EU’s member states, informal
contacts accompanied by economic interactions have grown considerably since the 1980s. The links
between the two sides have also improved by the gradual increase in frequency of official visits
under the guise of commercial trips in the 1990s. Moreover, annual consultations of the EU with
Taiwan, alternately in Brussels and Taipei, cover nearly all non-political issues of concern to both
sides. The last round of consultations took place in Brussels in June 2002 (MOEA, 2002). Hence, in
regard to Taiwan’s weak ties to the ASEM process, a further step that Taiwan can take is to expand
this bilateral negotiation from the economic to the political sphere. The next step would be to
formalize the existing informal EU-Taiwan trade talks.

Moreover, in addition to Taiwan’s entry into the WTO, the EU-Taiwan dialogue has been be
further reinforced by the establishment of a ‘European Economic and Trade Office’ in Taiwan. The
European Commission announced on March 10, 2003 that it had opened an office in Taiwan’s
capital, Taipei, to deal with trade, investment, economic co-operation, research and education
(European Report, 2003, 515). The EU claims that the office serves to represent commercial
interests and it does not imply any change of EU policy in granting Taiwan recognition as an
independent state. Again, in line with the EU’s “one China” policy, the new office faces the
difficulty of whether to include relations of a diplomatic or political nature. However, as Christ
Patten contended, ‘“although the EU adheres to the one China policy, this does not mean that it is
not willing to develop relations with Taiwan”(AAIW, 2003b). Moreover, in recognition of
Taiwan’s democratic and economic achievements, as mentioned above, there are a number of
promising signs that Taiwan is receiving a more equitable treatment rather than a merely
sympathetic hearing. The opening of the EU representative office in Taiwan indicates that
promoting positive relations with Taiwan is one of the EU’s important concerns. For Taiwan, the
primary task is still to sustain and strengthen economic and commercial relations through the formal
local office and to make its economic functions spill over to the political dimension.

Recently, Taiwan made another effort to readdress its EU policy, in order to respond to the
rapidly emerging EU-Asia partnership. In 2002, Taiwan’s Council for Economic Planning and
Development (CEPD) approved a working outline for the purpose of strengthening Taiwan’s
economic and trade relations with the EU and its member states (AAIW, 2002b). First and foremost,
the outline indicates Taiwan’s attempt to consolidate official economic and trade relations through
dialogue and to establish semi-official relations with the EU through the WTO system and possibly
the ASEM framework in the future. At the same time, Taiwan still engages in at least 10 bilateral
trade negotiations per year with individual states in Europe. The outline also calls for the promotion
of entering into strategic alliances and forming technical cooperation between Taiwan and the EU
member states, with the expectation that the number of incidents of technical cooperation and
technical transfer will increase to 100 by 2005 (ibid.).

Following this outline, Taiwan began to promote the setting up of free trade agreements (FTA)
with the EU in late 2002, Except for signing of the FTA, the promotion also aims to develop
economic cooperation and build a security dialogue mechanism with EU member nations (AAIW,
2002c). The campaign not only represents a clear step to enhance substantive relations with the EU,
but also shows Taiwan’s attempt to respond effectively to changes in the EU’s policy toward East
Asia and especially to step up EU-Taiwan relations in the political dimension. Overall, Taiwan’s
efforts toward the EU must become more active and flexible following its entry into the WTO in
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2003, in order to catch up with the ASEM process. The island’s substantive relations with the EU
need to continually improve through the various measures discussed above.

CONCLUDING REMARKS

Considering the structural changes in the world balance of power since the early 1990s, the EU
came to realize the need for improving its political contacts with and gaining market access to Asian
nations, and East Asian nations in particular, unless it wanted to risk leaving the Asian market to the
USA. The EU’s New Asia Strategy of 1994 and its effects have forged new economic cooperation
and political ties with Asia by establishing the ASEM structure. During the past several years,
ASEM has developed a comprehensive network for interregional cooperation and dialogue.
Through identifying existing trade and investment barriers between the two sides, the framework
has developed measures to improve the environment for bilateral economic interaction. Moreover,
ASEM 3 adopted its Vision Group’s proposal by promoting the establishment of a free trade area
between the EU and East Asia by 2025.

In terms of WTO-related issues, the setting of a common agenda for WTO negotiations within
ASEM framework seems to be much more problematic because interests conflict among the various
partners. Nevertheless, ASEM has successfully created a forum for pre-discussing WTO ministerial
meeting issues, in order to establish preliminary negotiating positions and possibly resolve
anticipated conflicts prior to multilateral talks on a global scale. In terms of political dialogue, the
EU’s proactive interest in linking political issues into economic cooperation through the structural
mechanisms has been relatively unsuccessful in ASEM 1 and ASEM 2. In spite of its increasing
grasp of the internal diversity in Asia, the EU still remains cautious in setting political and security
issue agendas, seeking to minimize any damage such agendas might cause in its economic
partnership. As in Central and Eastern Europe, the EU has tried to consider political factors and
performance as part of its condition to promote investment and offer assistance in the future.
However, there is no evidence that a politicized ASEM process will be of benefit in establishing
spheres of new mutual interest. It also appears that variations of political dialogue would not
undergird economic ties.

The future of the EU-Asia relationship and the ASEM process will depend on the levels of
common interests and agenda setting between European and Asian partners. It also remains
dependent on the progress that ASEM can make as a functioning forum in Euro-Asian economic
cooperation as the US did in the case of APEC. The EU’s willingness and its efforts, both in leading
the ASEM process and in being an active economic and political partner in forging closer ties with
individual partners, are crucial factors. Another challenge faced by both sides is the possibility of
confrontations resulting from political dialogues.

Indeed, the EU’s success in deepening and solidifying integration will play an integral part in
aiding Asian growth. For one thing, East Asia’s export-led boom can only be sustained in a
situation in which prosperous markets exist for Asian exports. In addition, the EU remains the
world’s best model of regional integration. The EU can share its own experience of integration to
ASEAN countries and throughout East Asia in the long run. If the EU continues to prosper, its
market will prove significant for Asian exports; if it continues to integrate, it can enlighten its Asian
partners who believe that regional cooperation will help reduce the likelihood of conflict and
increase the region’s prosperity.
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As for the impact of the ASEM process on Taiwan, several implications can be drawn from the
analysis above. First, because neither the EU nor any of its member states recognize Taiwan as an
independent state, the island is currently excluded from this multilateral political and economic
forum whose major purpose is the enhancement of EU-Asia cooperation. However, economic
strength is the most powerful force behind Taiwan’s effort to expand its participation in ASEM.
Therefore, the major task for Taiwan in the future is to maintain political stability for generating
trade and investment. More importantly, sustaining economic competitiveness and development is
also an essential means with which to fight against its marginalization in the tendency of stronger
regional and inter-regional cooperation. Second, the Taiwanese government might intensify
business relations and establish more political contacts through various private sectors and social
groups in civil society. The European Parliament plays a particularly vital role in both promoting
Taiwan’s membership in ASEM and other international organizations and in expanding interactions
between the EU and Taiwan. Several pro-Taiwan resolutions passed by the EP in the past two years
have justified this path. Third, the PRC remains the most formidable obstacle to Taiwan’s gaining
international recognition. In the existing international system, it appears that Taiwan might adopt a
pragmatic strategy for its accession to ASEM, so that the island will not encounter serious
oppression from the PRC. From the point o view of the EU, however, Taiwan has progressed
significantly in the dimensions of political democratization and economic development, which have
proceeded in parallel to economic interests and political values of the EU. Thus, it is time for the
EU to adjust its policy toward enhancing relations with Taiwan and support its participation in
ASEM, thereby giving the latter a role commensurate with its economic strength and international
engagement in the emerging framework for the two regions.
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A Study on Inter-regionalism: Implementation of ASEN

Sun, Kuo-hsian
Assistant Professor of Institute of Asia-Pacific Studies, Nanhua University

Abstract

EU encourages the formation of other regional groupings in its dealing with other partners.
Interregional dialogues, cooperation or agreements are favored over bilateral ones, especially in the
area of community competence. Thus, inter-regionalism offers an additional layer to multi-level
governance which could facilitate the finding of solutions on a global scale in pre-discussing or
even pre-negotiating issues to be taken up in a multilateral or global setting (agenda setting
function). The recent proliferation of regional and sub-regional arrangements of varying degree of
depth and scope confirm this point in the context of the Asia Europe relationship. This paper will
examine the role of globalization in fostering inter-regionalism; the influence of inter-regionalism
and new regionalism on identity building and highlight the importance of regime formation and

institution building for effective interregional dialogues and cooperation.

Keywords: ASEM, globalization, inter-regionalism
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APEC and ASEM: A Comparison
And Impacts on US-EU-East Asia Strategic Triangle

Tzu-Yang Chang
Assistant Professor
Department of International Studies, Nanhua University

Abstract

Under the impact of globalization, East Asia nations have pursued regional integration to strengthen
their economic capacities and negotiating chips. Success 18 not foreseeable due to their vulnerability in
economy and difference in many aspects. It takes the leadership of major powers to help them integrate.
The United States and the European Union are interested because they both intend to expand their
economic territory. Under the circumstances, US-led Asia Pacific Economic Cooperation (APEC) and
EU-led Asia Europe Meeting (ASEM) are established to compete with each other in the East Asia area.
This paper compares APEC and ASEM 1n terms of their structures, functions and essence. It 1s found that
ASEM has the potential to catch up with APEC 1n leading East Asia integration. The presence and
competition of APEC and ASEM also have impacts on the strategic triangle among US, EU and East
Asia.

Keywords: APEC, ASEM, EU, US, East Asia, regional integration
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Study for ASEAN policy and Strategy to ASEM

Tsai, Tung-Chieh

Graduate Institute of International Politics, NCHU

Abstract

To be one of the important trans-regionalism regimes, since 1996, the Asia-
Europe Meetings (ASEM) has begun to attract notice all around the world. In
order to strengthen the interaction and communication between Europe which was
the origin of industrial revolution and Asia which owns the most rapid growth,
the ASEM Summit has been hold every two years in Europe and Asia by turns, and
the Foreign Ministers Meeting has also been hold once a year. More importantly,
the Association of Southeast Asia Nations (ASEAN) is not only one of crucial
participants of ASEM, the so-called “ASEAN Way” also offers the main dialogue
approach to the latter. In this paper, we will observe the global position of
ASEM firstly, then focus on the policy and strategy for ASEAN to deal with its
relations with ASEM.

Keywords: ASEAN, trans-regionalism, ASEM, international system
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The Formation of ASEM Economic Agenda:
An International Regime Perspective

Zheng-Jia Tsai
Associate Research Fellow in IIR of NCCU

Abstract

The 5™ ASEM took place in October 2004 in Honai of Vietnam. Although ASEM is an
informal forum, it was one of the most important cross-continental regime. ASEM was formed and
initiated by three key actors- the Associate of Southeast Asian Nations(ASEAN), European
Union(EU) and Northeast Asian.(Japan, China and South Korea) Menber states attached much
important to the ASEM, and result were signification. Member states reached a consensus on many
1ssues—the situation of Asian financial crisis, the stance on the Korean Peninsula and the function
of World Trade Organization. And there are many articles have been conducted on the subject of
ASEM, for example, political dialogue and culture interflow, but there is few to study about
economic cooperation. The goal of this paper is to analysis the formation and development of
ASEM economic agenda from the international regime dimension.

Keywords: ASEM, International Regime, Free Trade Area, ASEAN Plus 3, Asia, Europe
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A Research on the ASEM against International Terrorism

Lee Ming-Yi
Assistant Professor of General Education Center

I- Shou University

Abstract

The disquisition will discuss the ASEM against International Terrorism. At the fourth Asia-
Europe Meeting (ASEM 4), held in Copenhagen on 23-24 September 2002, Leaders, recalling in
particular the terrorist attacks in the United States on September 11 2001, had in-depth discussions
on various new security challenges, especially international terrorism and its possible links with
transnational organized crime. The fight against terrorism must be based on the principles of the UN
Charter and basic norms of international law. We acknowledge that terrorism, including its possible
links with transnational organized crime such as money laundering..., forms part of a complex set
of new security challenges. The cooperation will build upon the unique ASEM dialogue and cross-
cultural understanding. The ASEMS5 discuss international security and political problems of global
importance outside the ASEM parts of Asia and Europe (such as Iraq, Afghanistan, Sudan/Darfur,
and the Middle East), limiting the proliferation of weapons of mass destruction, and the struggle
against terrorism.

KEY WORDS: ASEM Asia-Europe Meeting Anti- Terrorism Terrorism
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THERMOBPEREZ 22 PEFIFHE
ASEM and the Relationship Between EU-China : An

International Regime Perspective

Abstract

After the Cold War, EU adapted a new strategy on Asia. Asia-Europe Meeting ( ASEM ) ,
founded in 1996, provided a platform for direct interactions between EU-China. To react EU China
created “China policy towards EU”.in 2003. In the new situation of the world, ASEM is creating a
third line of interaction among the Triangle of USA, EU, and China. The key discussion of this
paper involves the roles that EU and China play in ASEM and the future development between
these two countries. Under globalization and regionalization, this article will research ASEM and
the relationship between EU-China from the international regime : a power-based, interest-based
and knowledge-based perspective.

Key words

ASEM EU international regime relationship between EU-China
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The Impact of Globalization on Chinese Foreign Policy—
the PRC’s Positions and Strategies toward ASEM

Sheng-ping Hu
Assistant Professor
Department of International Studies, Nan Hua University

Abstract

The trend of globalization in the end of 20" century has deeply influenced all countries, including
China, in the world. In the 1990s Chinese economic reform, which launched in 1978, interacting
with the trend of globalization, leads to the adjustment of Chinese foreign policy.

Reviewing the development of Chinese foreign policy in the past 25 years, we can see that China
followed the old rules made by Chairman Mao in its foreign policy in the early stage of its
economic reform. In the mid-1980s, however, the foreign policy of the PRC began to change.
During this period, Chinese officials emphasized “good neighbor diplomacy” to stabilize Chinese
periphery and create an external environment suitable for economic development. Beginning from
the mid-1990s, because of the rise of Chinese national power and the influences of globalization,
China began to promote “big power diplomacy,” and “new security perspectives.” In year 2003,
Chinese leaders proposed the “theory of peaceful rise.”

All the foreign policy initiatives have been translated into Chinese foreign behaviors in four ways.
These ways are maintaining good strategic relationships with major powers as EU, developing good
and cooperative relations with neighboring countries such as East Asian countries, participating in
multi-lateral international organizations and mechanisms like ASEM actively, and creating a big
power image in the international society. By these ways, China has successfully enlarged and
deepened its influences on the making and amending of international political and economic rules.
Evaluating from the actual results made by Chinese foreign policy and behaviors, we can say that
China has achieved its original policy goals effectively.

Key Words: Globalization, Foreign Policy of the PRC, ASEM, Peaceful Rise
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The Impact of ASEM on
Taiwan’s Diplomatic Works towards European Countries

Hsin-Yi1 Chang, PH. D

Assistant Professor
Department of International Studies, Nan Hua University

Abstract

The Asia-Europe Meeting (ASEM) is an interregional forum that is held biannually, with
meetings of heads of state, alternately in Europe and Asia, and political, economic, and cultural
meetings and events at all kinds of other levels. The main components of the ASEM process include
political dialogue, security and the economy, education and culture (the so-called three pillars). This
process is considered by the parties involved to be a way of deepening the relations between Asia
and Europe at all levels, which is deemed necessary to achieve a more balanced political and
economic world order. Ever since its establishment, Taiwan is excluded from the progress of the
ASEM and remains so till today due to the tremendous Chinese pressure. To broaden and deepen
Taiwan's diplomatic relations with the European countries has long been one of the primary
objectives of our government. But, with the increasing pace of the bilateral cooperation between
Europe and Asia, Taiwan now faces the threat of being marginalized in the region. This paper
therefore focuses on the nature of the Asia-Europe Meeting, explores the role China played in
ASEM. It also analyses the impact of Taiwan’s exclusion from the ASEM on broadening Taiwan’s
diplomatic horizons in Europe in the future. Finally, several innovative strategies for promoting further
interchange between European countries and Taiwan are offered.

Keywords ASEM, Taiwan, China, Europe, diplomatic work.
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Svllabus of the speech at the Conference on the ASEM and
Taiwan

(Michal Kral,

Czech Representative)

ASEM has never been a top priority for our Office in Taipei, but now it is becoming more and
more important topic because the Czech Republic (CR) is formally a part of this dialogue between
EU and Asia.

From the very first moment of this process CR has been trying hard to become member of this
“club”. It is given by importance of the Asian dimension in our foreign policy. Out of “new”
member states of EU only CR and Poland have a bigger number of diplomatic and consular
missions in Asia (about 20), the others only about 3-4 representations. The point is of course not
quantity of embassies and consulates, but emphasis on Asia in our policy.

Our initial attempts to get in were facing a lack of interest from the part of previous members,
Asia was outnumbered by Europe and was not interested in deepening this disproportion, Europe
respected it. Anyway, we didn’t give up and our efforts were rewarded last year in Hanoi. This
could be an encouragement for all who try to play more active role in international arena, never
surrender! As far as I know, membership in the ASEM club is individual, it is not based on
membership in integration communities (like AEAN or EU), so even those who are not members of
higher regional units could find a way how to participate in ASEM.

What are expected assets of our participation in ASEM dialogue:
- to be part of structured dialogue not achievable in bilateral relations,
- protection of our economic interests by means of participation on common projects,
- institutionalized dialogue with those who are not among our priorities,

- contribution to common EU positions making.

I can hardly talk on behalf of the whole Europe or EU here, so let me focus on my own country,
its modern history and destiny. I hope you can find some message there for you.

As a small nation in the middle of Europe, having been kind of spotlight of big powers which
were always interested in this strategic location, most of the time we were bound to join powers
with the others, to be part of bigger and stronger territorial units, kingdoms. Three centuries we
didn’t have our own independent state, our nation has been living under Hapsburg dynasty. In 1918
our statehood was re-established by founding Czechoslovakia — a common state of Czech nation
and Slovak nation. We enjoyed just 20 years of freedom and peaceful development, on the eve of
the WW II we were a prosperous country and the last democracy in central Europe. After the war
our ancestors, obviously disappointed by failure of pre-war politics, voted for taking part in another
unit — Soviet camp. During that time we were somehow protected in a balanced world but we lost
momentum in economics and compromised on our democratic tradition. After 1989 we have been
back on track, restoring free market and democracy. In 1997 we entered NATO, for the first time in
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our history we enjoy real security guarantees. Last year we became formally part of EU, again, we
believe it is better to protect our interests inside than outside.

This is a destiny of small nations. They strive for survival, they need to utilize advantage of
association in higher units and regional assemblies. Sovereignty of small nations has always been
something questionable. Therefore I would suggest that we do not solve the problem of sovereignty
in isolated manner, whether it is absolute or limited. A real independence and sovereignty comes
with economic strength. There are countries which boast of their actual independence but their
economic position is so weak that they are depending on the others in one way or another. If a small
country is strong enough - good for it, if it is a part of higher economic or regional unit - even better
for it. Otherwise such country is dependent on playing role of index hand balancing the
superpowers and gradually becoming important but annoying troublemaker.

The other day I read an interesting article about history, it’s definition, history as such, namely
when history starts. It is quite topical as we recently celebrated 60" anniversary of the end of WW
II. Author of the book comes to the conclusion that we human beings regard everything older than
80 years as history. For instance, WW I is taken just as history, but WW II is still considered as part
of present times despite the fact that most of us have no personal relation toward it.

Everything is developing, even build-up of EU and its relationships with other parts of the world
is a process. We may not know what they will look like tomorrow but we may actively participate
in this process in a positive way using the historical memory, doing our best that all unpleasant
events belong only to history but learning from it.
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Austria within ASEM:
Contributions of the Austrian Government to ASEM

Prof. Herbert Hanreich

1. General significance of ASEM for Austria

Together with Premier A. Badawi of Malaysia, the present Austrian chancellor, Mr. W. Schuessel,
is the only leading politician of an ASEM member state who has participated in all ASEM biennial
summit meetings since its foundation in 1996, first as Minister of Foreign Affairs, later as head of
the government. This small detail goes well with the Austrian government’s high esteem of its
ASEM membership.

ASEM is of strategic significance for Austria. Austria considers ASEM to be - next to long
existing transatlantic and transpacific relations - a third major axis of international cooperation
within the new post-1989 global political context. The growing political and economical relevance
of both, an expanding Europe and self-confident Asian countries on the world stage, is reflected in
ASEM. Among the EU members, Austria emphasizes in particular the inter-cultural component of
ASEM.

ASEM has been founded without an institutional head-quarter; it is instead an informal process of
dialogue and cooperation in fields of common interest between these two regions, coordinated by
ministry of foreign affairs officials of the member states and the European Commission. The only
formal institution within ASEM is ASEF (Asia-Europe Foundation). ASEF’s aim is to promote
cultural, intellectual and people-to-people exchanges among Asian and European countries. Austria
has been an active supporter of ASEF since its establishment in 1997.

2. ASEM programs especially promoted and supported by Austria

Within the various ASEF programs, which promote Asian-EU dialogues and exchange programs
on four core issues (intellectuals; young professionals; cultural workers/artists; and media
networking), the Austrian Government focuses its support on:

a. Asia-Europe Young Leaders Symposium (AEYLS)

AEYLS is a forum where successful and culturally engaged young leaders from various
professional fields meet and discuss freely and openly new forms of Asian-European cooperation.
AEYLS is an exchange program with the aim to strengthen cultural links and mutual understanding
between Asia and Europe. Its meetings are held annually; the participants are expected to maintain
contacts after the symposia. Such emerging networks are considered to be key structures for the
development of sustainable future links between ASEM countries. Originately, AEYSL has been
called "Mini-Davos Meeting" as it is modeled after the well-known Davos meetings of the World
Economic Forum.

AEYSL was initially proposed by the former Prime Minister of Japan, Ryutaro Hashimoto and
the former chancellor of Austria, Franz Vranitzky, at the first ASEM meeting in Bangkok in
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March 1996. Austria hosted the second AEYLS meeting (in 1998) on "Asia-Europe: Approaches,
Visions and Strategies for the Future". The latest (eighth) AEYLS meeting was held in The
Hague, Netherlands, in Nov/Dec. 2004, on the topic “Shifting Paradigms in Asia-Europe
Relations”.

b. Promoting the Manual “Understanding Human Rights”

The Austrian government, together with Thailand and Ireland, is actively promoting within
ASEM countries the dissemination of a human rights manual entitled “Understanding Human
Rights”. In 2002, the then Austrian minister of foreign affairs commissioned the University
Graz, Austria, to develop such a handbook. “Understanding Human Rights”, completed in 2003,
is Austria’s most visible contribution to the Human Security Network, an international
cooperation on emerging new threats to human security. It is designed as a tool to assist
students and teachers in their human rights education; it could also serve as a strategy for the
enhancement of human security within various cultural settings as well as presenting
controversial human rights issues to its readers and users from a culture-sensitive point of
view.

c. Co-Initiating the ASEM Inter-Faith Dialogue

At the Hanoi ASEMS5 meeting in 2004, a set of new initiatives has been adopted, including the
ASEM Inter-Faith Dialogue as part of the ongoing cultural dialogue among ASEM members.
Austria, together with Indonesia, the UK and the EC, initiated this activity. The first Inter-Faith
Dialogue will be held in Indonesia in 2005.

This initiative is aimed at fostering mutual understanding and mutual respect between all faiths or
religions in Asia and Europe. It is believed that an open dialogue among different religions and
believers could substantially contribute to security and peace in the world of today, particularly in
view of the present polarization between (a radical version of) the Islam and Christianity. Similar
initiatives are being launched at other international organizations such as the UN and ASEAN.

d. Hosting the ASEM Youth Dialogue on Cultures and Civilizations

The ASEM Youth Dialogue is part of the People-to-People Exchange program at ASEF. It is
designed to create a platform for young people from ASEM countries to discuss and express
their views on issues which are already discussed within the framework of the ASEM process.
This activity is expected to foster the network among youth and youth organizations in Asia and
Europe.

The Fourth ASEM Youth Dialogue which focuses on the dialogue among cultures and
civilizations will be held in Vienna, Austria, from Oct. 22-25, 2005.

e. Co-Sponsoring the ASEM Trade and Investment Exposition

This exposition has been initiated by China, Austria, Thailand and Germany; it is designed to
promote and facilitate the exchange of information and communications between ASEM countries
on topics related to trade and investment. The first Exposition will take place in Xiamen, China, in
September 2005; others are expected to follow.
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Integration, Legalizatin and Reconciliation between Taiwan and
China based upon the EU Model

By Dr. Hungdah SU

Institute of European and American Studies
Academia Sinica, Taipei, Taiwan, R.O.C.

I. Introduction

Though there has not been a general war in the past fifty years, the Taiwan Strait has been
considered one of most explosive regions of East Asia since the end of the Cold War. China insists
upon the one-China policy and regards Taiwan as a rebellious province with which it needs to unify.
Taiwan is trying its best to achieve recognition as a state de jure by the international community.
However, neither has obtained what it wants and neither is satisfied with the status quo. The Taiwan
Strait evidently continues to be potentially explosive and the only peacekeeper is the U.S., which
aims to keep ‘China out, America in and Taiwan down.” As a result, the U.S. strongly opposes
Taiwan’s ‘state-to-state’ strategy toward China, lest it encourage the PRC to resort to force in the
Taiwan Strait. The is one of peace without reconciliation, like that of the inter-war period in Europe.

In this paper the author will first argue that both sides of the Taiwan Strait need to renew their
policies toward each other, for the current policies can no longer serve their interests. Furthermore,
the fact that Taiwan and China are now full members of the WTO could provide an ideal
opportunity for such a renewal. This international organization, and particularly its dispute
settlement process, will offer both sides a legal framework to regulate their increasingly close
commercial relations. This framework will supply both sides with a solid basis for bilateral
integration. The establishment of a bilateral commercial dispute settlement mechanism as the
starting point of integration across the Taiwan Strait could be the best choice. In the end, the author
will conclude that, in short term, this proposal could be agreed upon by the Taiwanese, encouraged
by the Americans and accepted by the PRC. In the long run, integration could be an ideal solution to
these inter-Chinese conflicts, including Taiwan’s membership in intergovernmental organizations,
normalization of cross-Strait relations and Chinese democratization.

II. The Conflicts

The “One China Policies”

In 1949, Mao Tse Dong announced the establishment of the PRC on the Chinese mainland and
Chiang Kai Shek succeeded in reestablishing the ROC on Taiwan, which began a more than half-a-
century long division between Taiwan and China. As this division resulted from the civil war
between the Communists and the non-Communists, the Taiwan Strait has always been under the
shadow of war and crises. The only peacekeeper is the threat of American intervention and its
ambiguous one China policy. This policy consists of three pillars. The first is American
commitment to the idea that there is only one China, as well as one Chinese government, in the
international community. The U.S. had recognized the ROC as the legitimate Chinese government
before it switched this recognition to the PRC in 1980. This commitment, by request of the PRC
government, has prevented the U.S. from “legalizing” the division between the two sides of the
Taiwan Strait. The second pillar is the American promise to help keep Taiwanese people free from
Communist conquest. Though the U.S. ‘acknowledges’ the Chinese assertion that Taiwan is part of
the PRC, it has refused to formally ‘recognize’ it. On the contrary, from the very beginning,
American governments have never ceased to help Taiwanese resist any possible attack from the
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PRC. This promise have been confirmed successively by Truman’s idea for a ‘neutralized Taiwan’,
the mutual defense treaty signed in 1954 and the Taiwan Relations Act adopted by the U.S.
Congress in 1980. This guarantee is, at the same time, accompanied by the American insistence
upon a peaceful solution to the inter-Chinese conflicts and the U.S. effort to deter any provocative
action in the Taiwan Strait. This leads to the third pillar, which permits the U.S. government to deter
Taiwan from taking any provocative action, such as an announcement of an independent Taiwanese
republic. Such an announcement would mean a firm refusal of reunification, even with a future
democratized China, and would inevitably lead to a war in the Taiwan Strait. According to the
above policies, the U.S. defended Taiwan against attack from the PRC in 1958 and sent two aircraft
carriers to the Taiwan Strait during the missile crisis of 1996. During the same period, the U.S.
forced Chiang Kai Shek to abandon his project of a counterattack against the mainland in 1962, and
obliged Lee Teng Hui to withdraw his “state-to-state” strategy toward the PRC in 1999. In brief, the
American one China policy, the objective of which is to keep “China out, America in and Taiwan
down,” has deterred both China or Taiwan from provoking war in the region.

Beijing’s one China also consists of three pillars. The first is the same as the first pillar of the
American one China policy. This is followed by the second, that Taiwan is an indivisible part of the
PRC, and has the obligation to reunify with it. As Taiwan is only part of China and not an
independent state, the former cannot enjoy any static or state-liked status in the international
community. The third pillar concerns the unification process. Since 1980, the PRC has made it clear
that a peaceful unification is preferable, but the resort to force is possible, for the latter is part of the
sovereign right of any independent state. After unification is achieved, Taiwan will become a
“special administrative zone” based upon the “Hong Kong model” as well as the formula of “one
country, two system.” Beijing’s one China policy differs from Washington’s in two points. One the
one hand, Beijing insists upon the assertion that Taiwan belongs to the PRC, while Washington has
adopted a flexible position. This divergence leads to their different attitudes toward Taiwan’s
activities in the international community. One the other hand, a peaceful solution is only preferable
to Beijing and it must lead to a reunification. But a peaceful solution is Washington’s nearly
absolute demand, and any result will be welcome by the U.S. provided that it is peacefully achieved.

As for Taiwan, it bases its one China policy upon the assumption that the ROC was founded in
1912 for China as a whole and its international personality has never ceased to exist, even if the
territory under its control shrunk to an island in 1949. Beijing and Taipei both agree that there is
only one China as well as one Legitimate Chinese government, and that Taiwan is part of China.
Before 1971, Taiwan insisted upon the Hallstein Doctrine and regarded the PRC as a rebellious
group dominated by the Soviet Union. But Taiwan argued that the ROC was the real China and its
government the only legitimate one representing all Chinese in the international community.

Taiwan’s one China policy evolved and was renewed in the early 1990s. In 1991, Taiwan
terminated the “period of mobilization against Communist rebellion”, which unilaterally putting an
end to the civil war with the PRC. In the same year it adopted the “Doctrine for the Reunification,”
which implies a de facto recognition of the PRC on the mainland. Taiwan’s “Hallstein Doctrine-
like” one China policy has since then been replaced by a new formula named “one China, two
entities.” Based upon the German experience, Taiwan now argues that the future reunification
should not be an obstacle to the present coexistence of the PRC and Taiwan in the international
community. Such a renewed one China policy has contributed considerably to the stability of the
Taiwan Strait. On the one hand, it succeeds in avoiding provoking Chinese nationalism, for it agrees
that Taiwan is part of China as a whole and promises a future reunification. On the other hand, it has
diminished the impact of the rising Taiwanese nationalism upon cross Strait relations. For the ROC
offers Taiwanese a Chinese nationality different from that of the PRC, as well as a legal framework
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to reestablish Taiwan’s international status without resorting to a provocative declaration of
independence. Furthermore, under the name of the ROC, Taiwan began to reconcile with the PRC
and normalize its international status at the same time. Since Lee Teng Hui’s “‘state-to-state”
declaration of September 1999 and particularly Chen Shuei Bien’s pro-independence diplomacy,
Taiwan seems to be searching for a new China policy.

The Dilemma

Though the three sides interpret the one China policy differently, the above-mentioned
ambiguous “one China policies” have become the cornerstone of the peace in the Taiwan Strait. The
core spirit of such policies is Taiwan’s promise for future reunification with China, what does this
mean? Nevertheless this cornerstone is under attack and peace in the Taiwan Strait is under threat.

For the PRC, few Western powers fully accept its one China policy. They prefer to
“acknowledge,” “take note of” or “fully understand and respect,” rather than “recognize,” Beijing’s
assertion that Taiwan is part of China. Furthermore, no Western power publicly supports China
resorting to force in the Taiwan Strait. Beijing’s “Hallstein Doctrine” does prevent Taiwan from
becoming a full member of the majority of intergovernmental organizations, including the U.N. and
its agencies, or establishing official relations with other countries. But Taiwan, under the name of
ROC or Chinese Taipei, has established worldwide commercial linkages with other countries and
international organizations in the past fifty years, despite China’s diplomatic blockade. Such
bilateral linkages were transformed into officious relations between 1989 and 1996, and Taiwan’s
multilateral relations also enjoyed a leap forward when it was admitted to APEC and applied for
membership in GATT in 1988. Moreover, the fact that “international coexistence” did lead to
German reunification and the Koreas have begun their “political normalization” process while
insisting upon the future reunification, makes it more and more doubtful that Taiwan’s reentry into
the international community will definitively make the present division permanent.

Far more important, the formula “one country, two systems” is still incredible. Different from
Hong Kong, which was ceded to Great Britain in an international treaty, Taiwan is still governed by
a Chinese government named ROC. With the exception of a revolution, no international law can
offer a legal framework to transform the present constitutional order in Taiwan into a future system
based upon the “one country, two systems.” This formula holds little attraction for Taiwanese, while
it cannot help Taiwan normalize its international status. In other words, it cannot offer more that
what Taiwanese already enjoy. And the vital weak point of this formula is the lack of a credible
legal system in China. As such a formula concerns the federal division of power between the central
and local governments, as any compromises need to be guaranteed by a well-obeyed constitution as
well as a legal system. In short, a compromise requires an Etat du droit, which the PRC still
absolutely lacks. While legislative power and judicial review are in the hands of the People’s
Assembly, which is totally under control of the Communist politburo, any promises made during
negotiations could be easily broken or reinterpreted afterwards.

For the U.S., its one China policy does not win it the gratitude deserves from either sides of the
Taiwan Strait. The PRC regards the U.S. as the only obstacle to its final unification with Taiwan.
American arms sales to Taiwan confirms Beijing’s suspicion that the U.S. has been trying to prevent
China from being reunified. Taiwan complains that the U.S. has never fully satisfied its demands
and supported its diplomatic efforts. From Taiwan’s viewpoint, the U.S. has always ceded to Beijing
at the price of Taiwan’s interests. By consequence, Taiwan inclines to claim a normal status in the
international community despite warnings from Washington. The PRC, in response, has ceaselessly
accelerated its threatening actions in the Taiwan Strait, which forces America to deepen its
intervention in this region, despite the unwillingness of the U.S. to change its policies. The two
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pillars of the American one China policy, defending Taiwan from Communist conquest and
preventing any provocative actions, are now under threat.

As for Taiwan, its one China policy was under attack even before Lee Teng Hui came into power
in 1988. Since the ROC was forced to withdraw from its seat in the U.N. in 1971, its Hallstein
Doctrine has become a matter of diplomatic suicide. When obliged to choose between Beijing and
Taipei without full American support, the majority of states switched their recognition to the former
at the expense of formal relations with the latter. Deprived of its international recognition, the ROC
immediately faced the rising doubt about its authority on Taiwan. For this republic governs Taiwan
in the name of a Chinese government and bases its legitimacy upon the assumption that Taiwan is
part of China. The international de-recognition, as well as the diminishing internal legitimacy,
reached its peak in the mid 1980s, and forced Chiang Ching Kuo to launch a series of reforms and
facilitate the democratization process in the 1990s. Under Lee Teng Hui’s twelve-year presidency,
Taiwan established a real democracy and reestablished its international status to a certain degree
under the name of Taiwan, rather than the ROC. With such an effort, the ROC survived
international de-recognition and reestablished its governing legitimacy on Taiwan. However, such a
transformation started and then accelerated the “désinisation” process, which deprived Taiwan of
the cornerstone of its China policy, that is, “we all are Chinese.” It raised tension with the PRC,
which worries the U.S. The latter then continually presses Taiwan to contribute to stability in the
Taiwan Strait. The project of a modus vivendi was once consistently presented by American scholars
and diplomats. Moreover, China’s economic growth and the ceaseless Taiwanese investment in the
mainland place great pressure on Taiwan’s government. In 2004, the PRC occupied nearly one third
of Taiwan’s external trade. Both the American concerns and the increasing cross Strait economic
linkages have pressed Taiwan to reconsider its China policy.

The ambiguous one China policies, once the cornerstone of peace in the Taiwan Strait, have now
become the source of a vicious circle. The people of democratized Taiwan cannot accept an unequal
international status and try their best to normalize Taiwan’s external relations, an attitude that is
motivated by a desire for survival rather than a refusal of future reunification with China. Such
efforts are misinterpreted by the PRC as independence-minded initiatives, which then provoke
Beijing’s nationalism and accelerate its threatening actions. The tension, by consequence, worries
the U.S., which finds it more and more difficult to maintain a balance between the three pillars of its
one China policy.

III. The Solution

The “EU Model”

The real danger of the above mentioned one China policies is neither Chinese unification nor
Taiwanese independence-minded initiatives. Rather, it is the lack of reconciliation between the two
sides of the Taiwan Strait. In international history, no reconciliation is comparable to that among the
Europeans under the framework of the EU/EC since 1950. Not only it end the hostility of the past,
but it also points out the common future for all.

The success of the EU/EC results, above all, from the timing of its launching. As the allies,
particularly the U.S., were intending to change their German policies and put an end to the
occupation regime in the Rhur in spring 1950, France was worried that the return of the Rhur would
lead to a rearmed Germany, similar to the situation during the inter-war period. The Schuman
declaration was then presented as the French counter-project to the renewed Anglo-American
Germany policy. Such an initiative well satisfied the American and German governments, as well as
French strategic needs. It permitted also France to replace Great Britain as the leading role of
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European integration and paved the way for Franco-German reconciliation.

The EU/EC was also built on the basis of the so-called functionalist approach. Such a
denomination indicates neither Romanian-British scholar David Mitrany’s functionalism nor
American Ernst Hass’ neofuctionalism, but the strategy presented by Jean Monnet. This “Méthode
Monnet” won the competition among different approaches for European integration and
reconciliation during the 1950s and 1960s. The Council of Europe, built on the European federalism,
and the EFTA, established according to the blueprint of economic liberalism, proved incompatible
with the EU/EC as early as 1960. An economic integration with a long term political objective
proved to be the most practical way to achieve reconciliation and integration among once hostile
people.

The third element of the success of European integration comes from its gradual process.
Integration should be initiated in a very limited field, which then creates institutions and constitutes
a solid step for further integration. This gradualism is indispensable to an unprecedented adventure
like that of integration.

The fourth element of the success of European integration is its open-ended situation, though
further integration and a certain unified federation has always been proclaimed as its final objective.
To maintain a distance from unification and an open mindedness toward the organization of the
final situation has paradoxically facilitated the real unification process. Even under the consensus
that Europeans should be more integrated and finally unified, how to regulate the final situation
should be negotiated during the integration process, instead of being dictated from the very
beginning.

The last, but surely not the least important, element is the institutional design of the EU/EC. This
design consists of cooperation and integration systems, which coexist and contribute to conciliation
as well as integration among Europeans. These institutions are constructed on the basis of the
principle of equality without equity, which permits the EU/EC to apply equality as a paramount
value and respect at the same the powers. Such institutions are also designed to guarantee the
integrated results and push the integration movement continually forward.

However, a dialogue channel and a legal framework need to be constructed before economic
integration is launched, which, in turn, starts the reconciliation. For all the important further
integration steps in EU/EC history require negotiations and then the agreement of all participating
states. Without such a framework, integration is not likely to occur. As cross Strait relations cannot
be regulated by any rules of international law, a dialogue channel and a legal framework should be
constructed as a preparation for future integration.

The WTO and the Integration

Both China and Taiwan seem to have made efforts to construct a dialogue channel during the
1980s and 1990s. Throughout 1980s, the PRC never ceased to propose cross Strait negotiations
based upon a party-to-party dialogue. Such bilateral negotiations should have been an ideal starting
point for later reconciliation, since both the CCP and the KMT have insisted upon final reunification.
Such a proposal may lead to a conclusion that the PRC was ready to treat Taiwan as an equal
partner in bilateral negotiations, for the CCP and the KMT were the ruling party on the mainland
and Taiwan, respectively. In fact, a party-to-party dialogue must be an unequal engagement. The
ROC constitution has never given any privileged political status to the KMT, which has to compete
with other political groups for governing power. On the contrary, the constitution of the PRC has
explicitly established a party-state since the very beginning, in which the CCP is the eternal
governing party and the government makes policies according the party’s will. Other parties are
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qualified as “participating parties,” which constitute mainly the Assembly for People Consultation,
and are in reality vassal groups of the CCP. The CCP-KMT bilateral dialogue is by consequence
totally compatible with the PRC constitution. Once accepting the CCP proposal, the KMT would
have been treated as one of the vassal parties that agrees to the party-state system of the PRC, the
eternal leadership of the CCP and, furthermore, the legitimate authority of the PRC. Such a dialogue
contradicts the ROC constitution, for the latter never gives a mandate to any entity other than the
government to negotiate on behalf of the state. As a result, the PRC proposal found no respond in
Taiwan and was repeatedly refused by the governments of the ROC.

Taiwan’s democratization, its end of the period of “mobilization against the Communist
rebellion,” as well as the Tienanman incident changed the situation in the Taiwan Strait in early
1990s. The PRC was obliged to abandon its party-to-party strategy and in December 1991
established an officious organization, the Association for Cross Strait Relations (ACSR), to deal
with Taiwan. In the politburo, the CCP constituted the “Central Office for Taiwan Affairs” as the
final decision making group for relations with Taiwan. In the government, it created the “Office for
Taiwan Affairs” as the governmental branch of this system. In Taiwan, the end of the “Mobilization
against Communist Rebellion,” the adoption of the “Doctrine for Reunification” and the legislation
of the “Law Regulating cross Strait Relations” paved the way toward a new era in cross Strait
relations. Between October 1990 and May 1991 the ROC founded the “Committee for
Reunification” as the highest-level consultative group to the president, the “Mainland Affairs
Committee” in the government, and the “Foundation for Cross Strait Exchange”(FCSE) as an
officious body to deal directly with the PRC. The exchanges between the ACSR and FCSE have
succeeded in reestablishing direct contact between China and Taiwan, severed since 1949, despite
numerous quarrels between the sides. Such success reached its peak during the ACSR-FCSE
summit in April 1993 in Singapore.

Nevertheless, the ACSR-FCSE model has suffered since the very beginning from the absence of
a solid legality. It was not based upon international law, but upon the good wills of the governments
of both sides. Its success depends a great deal upon the political situations inside the PRC and ROC,
as well as the international environment surrounding the Taiwan Strait. In brief, such an officious
channel works only when the atmosphere allows it. Lee Teng Hui’s “state-to-state strategy” and the
PRC’s “White Paper on Taiwan Issue” put an end to such an atmosphere and have paralyzed this

channel. Neither contact nor negotiation has taken place since 1999.

The accession of both sides to the WTO seems to offer an unprecedented opportunity for the
establishment of a new dialogue channel between the PRC and the ROC. Though the PRC entered
into this organization as a sovereign state and the ROC only as an autonomous customs entity, both
are full members sharing equal status with all other member states. This is the most victorious
counter attack for Taiwan’s diplomacy since it was expelled from the U.N. in October 1971. Taiwan
can now normalize its commercial relations not only with the PRC, but also with the international
community as a whole. For Taiwan, the establishment of cross Strait relations under the WTO is
totally compatible with the “Doctrine for Reunification” as well as the “Law Regulation the Cross
Relations,” both of which impose a “one country, two entities” formula to regulate cross Strait
relations. Even for those who search zealously for Taiwanese independence de jure, the coexistence
of both sides in the WTO will make it clearer that cross Strait relations are similar to other
international relations. Taiwan’s accession evidently means a diplomatic failure of the PRC, which
had once fiercely opposed it; however, such a failure could ironically accelerate the reunification
process. The WTO will permit the PRC to establish normal and direct commercial relations with
Taiwan, despite the latter’s reluctance and resistance. The “Foreign Trade Law” of the PRC
qualifies the trade between Taiwan and the mainland as “special internal trade,” which is immune
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from any law regulating external trade. As a result, it is totally legal for the PRC to establish
commercial relations with the “Taiwan autonomous customs entity” under the WTO. The WTO
then offers both sides of the Taiwan Strait an ideal channel to negotiate and reach compromises,
which will be regulated and guaranteed by international law. Based upon such a guarantee, the
framework of the WTO will be far more solid than that of the ACSR-FCSE model.

From Legalization to Reunification

The WTO supplies both sides not only with a legal framework, but also a dispute settlement
mechanism (DSB). Different from the similar process under GATT, the WTO can intervene in any
dispute among member states provided that one of them presents the affair in dispute to the DSB.
This reinforced dispute settlement process will oblige the PRC and Taiwan to resort to the WTO to
solve their commercial disputes, which are not regulated by any agreement or international law at
this point.

However, the DSB was not designed to replace effective bilateral negotiations between member
states. On the contrary, it is the last resort to be used only after direct negotiations between member
states fail to solve the dispute. According to the WTO agreement, within thirty days after the dispute
occurs, the member states should begin negotiations. Within sixty days, a compromise should be
achieved. If all these efforts fail, any member state can resort to the DSB of the WTO. The latter
prefers, however, to see successful negotiations between member states. Even after the resort to the
WTO, the concerned member states can continue bilateral negotiations, achieve a compromise and
suspend the DSB process at any time.

As the WTO encourages member states to work together for a common solution before their
resort to the DSB, the establishment of a cross Strait commercial dispute settlement mechanism will
be the ideal starting point for future bilateral integration and reconciliation. The Taiwanese
government, as well as the opposition parties, shall agree to such a project. For it will supply
Taiwan with status to that of the PRC and lower tension in the Taiwan Strait. Moreover, such a
bilateral mechanism will not prohibit Taiwan from finally resorting to the DSB if a common
solution cannot be found between the sides of the Taiwan Strait. In particular, this will take place
under pressure from the U.S. and Taiwan’s increasing economic linkages with the PRC. Such a
proposal will have Taiwan get out of the present dilemma and change its unfavorable position in the
Taipei-Beijing-Washington triangular game, similar to the Schuman Declaration’s contribution to
French diplomacy in 1950. Such a proposal shall be welcome by the PRC, which has been trying to
stop the internationalization of cross Taiwan Strait relations. The resort of cross Strait disputes to
the WTO, an intergovernmental organization, will inevitably accelerate such an internationalization
trend, even if Taiwan has non-state membership. The establishment of a bilateral mechanism will
oblige both sides to solve any “inter-Chinese” commercial conflicts before resorting to the DSB.
That is totally in the interest of the PRC, which always insists that inter-Chinese conflicts should be
solved by Chinese themselves, without any intervention from abroad. Americans shall welcome
such a proposal, for their policy constantly aims to stabilize the Taiwan Strait situation and
encourage reconciliation. A bilateral mechanism as mentioned above will not hamper American
interests either in Taiwan or in the PRC. On the contrary, it can constitute an important preparation
for the modus vivendi or similar agreements between the sides of the Taiwan Strait, as proposed by
American scholars and diplomats in the mid-1990s.

Based upon the EU/EC experience, this bilateral mechanism should not be a series of regular
ministerial or high-ranking official conferences. From the very beginning it should consist of, at
least, two pillars: an executive organ and a judicial institution. The former is composed of a
ministerial conference that takes final decisions and a commission that executes those decisions.
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Either side can resort to the Commission for any commercial disputes under WTO regulations.
Unsatisfied with the arbitration of the Commission, either side can resort to the judicial institution
or the court. The court will also take the responsibility of agreement interpretation and judicial
review. Judicial review will be indispensable to future cross Strait integration, as well as
reconciliation, and the Court will play the role of gatekeeper of any agreements signed by both sides.
Only with such a gatekeeper can the two sides constitute a common legal framework under which
integration and reconciliation take place.

However, in order to establish such a bilateral mechanism, both sides need to negotiate and sign
an agreement. As all bilateral contacts are frozen, a bilateral ministerial conference can be held
under the WTO framework. This will, in turn, accelerate the reestablishment of the ACSR-FCSE
channel. An agreement can then be signed either at a ministerial conference or a ACSR-FCSE
meeting, which shall be held according to the rules of the WTO.

The establishment of a bilateral dispute settlement mechanism will defrost the atmosphere in the
Taiwan Strait and begin legalizing cross Strait relations. The creation of bilateral institutions will
pave way for future integration. Based upon the existing institutions, an integration movement can
be started by the creation of a cross Strait Free Trade Zone (CSFTZ), compatible with WTO
regulations. The CSFTZ will not only further the legalization of cross Strait relations, but also offer
both sides a common solution to Taiwan’s external relations. Following the EU/EC experience, the
CSFTZ can establish certain official relations with third countries, as well as intergovernmental
organizations, as subject to international law. It can be an associate member of or observer in IGOs
and send permanent delegations to third states. Such a possibility will allow Taiwan to reestablish
its legal linkages with other states or IGOs through the CFSTZ’s external relations. For example, in
Washington D.C., there would be the PRC embassy and the CFSTZ-Taiwan delegation, the former
representing the mainland and the latter being the voice of Taiwanese people. Such a design would
totally change the geopolitics of the Taiwan Strait and establish a positive correlation between cross
Strait relations, Taiwan’s international status and China’s future reunification. The more Taiwan and
the PRC are integrated, the more external relations Taiwan will enjoy.

Of course, the PRC will oppose this deal and even Taiwan will be reluctant to accept it. For the
former, the diplomatic blockade, military threat and economic integration constitute three
indivisible pillars of Beijing’s strategy toward Taiwan. According to this strategy, the more isolated
Taiwan is, the easier it is for the PRC to achieve reunification. However, such a calculation has
prove to be wrong over the past thirty years. International isolation did put the ROC in crisis, but it
also pushed more and more Taiwanese to become hostile to China as a whole and to pursue de jure
independence. This makes reunification more and more distant. Moreover, though the PRC enjoys a
privileged position vis-a-vis Taiwan in world politics, it is not an omnipotent power. Employing a
functionalist approach, Taiwan has succeeded in retaining its membership in the Asian Development
Bank and the International Olympic Committee, entering the Asia Pacific Cooperation Conference
and applying for the GATT and WTO. It even began knocking on the door of the U.N. At the same
time, Taiwan succeeded in establishing a worldwide commercial network during the 1970s and
1980s, which was transformed into an officious network in the first half of the 1990s. In particular,
to achieve a complete diplomatic blockade against Taiwan, the PRC needs cooperation from other
countries, which are nevertheless always favorable to Beijing’s position. Finally, international
recognition is one of the few gifts that Beijing still holds in hand that it could bestow upon the
Taiwanese people, if it sincerely wishes a final reunification with Taiwan.
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IV. Conclusion

The present cross Strait conflicts have resulted from the civil war between Communists and non-
Communists throughout the twentieth century. It is also related to the nation rebuilding process of
modern China as a whole since the last century, as well as Taiwan’s historical development since it
was ceded to Japan in 1895. However, maintaining a distance from such historical experiences, the
author finds that the core issue in the Taiwan Strait is how to achieve reconciliation. Then, based
upon such reconciliation, we have to normalize cross Strait relations and arrange Taiwan’s
international relations without denying a final Chinese reunification.

EU/EC history, as well as its institutions, can give abundant lessons to both sides of the Taiwan
Strait. European integration has not only reconciled French and German people once hostile to each
other for several centuries, but also constituted a new entity in international politics. Such an
experience shall contribute a great deal to the legalization of cross Strait relations and the
arrangement of Taiwan’s external relations.

Nevertheless, it is indispensable to create a dialogue channel and a legal framework within which
an agreement can be signed that will be obeyed by both sides. The official linkage established by
the ACSR-FCSE once seemed to be capable of accomplishing such a mission. It, however, failed,
as it is not regulated by international law and it depends totally upon the good will of both
governments. The accession of the PRC and the ROC to the WTO rekindled such a hope and shall
constitute a far more solid basis for future bilateral negotiations. For it is a framework regulated by
international law and both sides will enjoy all rights as full members. Furthermore, the DSB offers
Taiwan and the PRC a channel through which to find common solution to any commercial disputes.
It also encourages both sides to establish a bilateral process prior to resorting to the WTO. Such a
project shall be agreed upon by Taiwanese, accepted by the PRC and encouraged by the Americans,
for it is in all their interests.

A bilateral mechanism composed of an executive organ and a judicial body shall pave the way
toward future integration, which will further the legalization trend of cross Strait relations. Bilateral
integration will reverse the correlation between cross Strait relations and Taiwan’s international
status from a negative one to a positive one, which will create favorable conditions for general
reconciliation and final reunification between both sides.

It is certainly not easy to launch cross Strait integration under the WTO framework as a solution
to the conflicts between Taiwan and the PRC. Its success depends upon the internal political
situations as well as the international environment surrounding the Taiwan Strait. Nevertheless, in
the long run, integration could be an ideal solution to these inter-Chinese conflicts, including
Taiwan’s membership in intergovernmental organizations, normalization of cross-Strait relations
and Chinese democratization, as well as reunification. Both sides should seize the opportunity
offered by the WTO to begin reconciliation, launch integration and achieve legalization of cross
Strait relations.
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