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AR E N ERAT S RERE - LB RAMERERN > B2 RER
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2. X I 35 &8 9 (Econoimies of the Pacific Rim) : H Takeo Hoshi + Joshua Graff
Zivin &% Gordon Hanson 2 3 LR KAl F IR > NEBEBRER TS
(B~ BERRIRED) « THGERBR2EERTR - THRE - BAEES - AR
HNEREL) ~ R L RIBIR AL 5 « BUFHIRREREHIBUED KBEE 5 R
B o

EEFTRRAE — A F A & R 1715 R 3 Y Takeo Hoshi X E7% - PR BIE
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3. B RS B 4 (International Politics and Security) : Fi£&3 Barbara Walter %R » LA
FREZ 5 YRS - TOEREANE . aEAE LR IFIRRERSER
Rl > BB - N RERER B ER  REWRBURERES. W
YISERBELAT 7 EARTEZ memo R - THEEN 1 B > WEREEE
WEEARESR  ANTEFEENTEEEYE TARBIERTT » BHRS -

4. #BLH (Green Technology) : $hFT3RIRHE #3% Joshua Graff Zivin /M AR B REIRANK
PR - ETEE - EERE - HEVEIRASL - IS 7 BBURN KEF BT E AUARRE
R RSN K EEeEST B AT McAllister 383% “ B LB REEEER" K2
Hi7F 5 SDGE & 7/ 7483 Haddow /48 “BEIEERE” 4 - 1b4h > ERBFEAE

1, UCSD $H# e fLiR B A ST R ERE > BAT TR R 22BN AGREHE -
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1.35 01 Bl {& (U.S.-China Relations) : H1 Susan Shirk(FHUB)#I% 15k, SR 2 AFIHRIE
R BRI (1997-2000)4&F 5 KRB - FEHE - 5§18 - FHEAFLHEHEER &K
FEFEHAZERARE - MPTRSLRFER: ETHEAREELIETARES
Shp B E R ERT) ~ B [ B B WEAD K KB ~ SRB R P BIFE AR - PN
B AN SRS « R - FPREHG EFEReEEEAERE - iR 2011
1A 14 HEEREAS R TFEZ LIRS HWEHRGBERCERANERN EEEEM
BHFHGFENRKRERERRER - BEEAMASLYE GEEEEER 2R
o UbAh > WFIERRAR SN AR (G4 B)EEME s > Wik 3 A 6 HEATRIRE
#(simulation)$Vfa EEREMF > HRIZSEAAE - FREEEETZARAE » 55
AT EHE R IR IR AR -

% B B 12 (International Relations of the Pacific) : f1 Miles Kahler #3% 1% &% - tLF]
HLE ORI E RS T - KPR R ARBIREURIR S - s A R - DI
TR A B ST MU\ AT 5 NI R H RS R e B R 2 JBE s S R - 32
LREE - PRIERR B/ R an thE v S BBk - BB R 5V B AR Z BIFESAE
ERFESE . RIS B HH(ASEAN) Z BN » B KA & 1EAH A (APEC) R S KT B R A
W (TPP) 3 & ~ AHR @ g2 & iy (e AR B B PR Y - 8 S P S R B T R
Fte. BEEEER LGRS IESEA -

K #EH2ERRE > ERRRE AR (cold calls) AL BIZ AR E » RIRE 618
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& ERPREYL | - A BITENF 5 E ECFA ~ B8R - Finik LA SR zE 5 E
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@), N\ O E RS LR R — R LEUE) - BB RATTER - R
SR - TEWK - BEAE  MBEBLMNE  BERE S ESEEEUKKE
SRS -

L FIERETAHEYE S0%EL E /NS « iR IR B - 5 S0%MAREAEE
BHEE—4 15 ERESERE - ANEERERL [ PEFEAIGE TR RE F R
VR B B R BB R BT 8 N Y NETRN - B EE AR

TRESERENRIRAERE -

4 B 238 35 B 5% B BUYA (International Environmental Policy and Politics) © HI AR B FE X Ak
{54 (Tunjie Zhang) 1238 - B NA OB ERTEHRBENE - BEIRREE - L&
ERIE (AT - BIIEE 5B SRS RBIENUR - BUA EMEIRIEEE - BIRIRER
B R B  AFARSE - BRTRFCHEARRSEE  BRE R ERETEL
i R B AR B P IR U SR IR B B R SR R AT R -

IR EIE R EE S E TSN I 2 A UBBEE RO NRA SR E &
ZHRE o phah - W 2 B 16 B RSB EELT  $RET 2010 F A = HSHE AT
SAEBIEA RSB AR - B2 A 23 HEL [&BAIH AR IREHE 2 BUETE
MBS B G20 (EARRTE ] ABETEG - EPROEBRATERE - £
AL [ sE2EBAREESFAZEAL(UNFCCC)) AR » SR &8 2E UNFCCC
Z AT BT BT ER L BREEK, - |

(=) HZHE (101464 A28 E6H158) : FEASI0BIEZIHM » AAKLFHEE WFIRR
2 (—FlALE  He3FiRiEe 1R85  EET1620) W -

1. KF R 5 E BB (Policy in the Pacific Rim): B AMEERTE 4 277> HI Roger Bohn
J% Stephan Haggard F{i 532 1%3% - PIRRLAEBEROUERER > WEMEN KR EE
Far: (1) AT REBIFEREREZ BERITRON | OB 1992 FREZES
ERYEHIE M SRR AR ER - 1998 il EEEEE BRI EELTE
SEIEZE ; (2) BERE- BRAcEZ2EE  ZOEEFEMLIED - 175

12




BOMSE  REESEREHLES 3) BEREEAEFGET « ZA0KE
EEINOIN 2001 FEEIERFRSS BB IEIEGHEEM - 2007 FREISRUESE K
JFEFIRTTE - FIIRIEERREL © (4) BIREIERERMLE - ROMERE " REIHER
HEGEBRE ) B TERRE - BIECEEREN - £IRAEEE- IRXGWE
IReEIRE - EFEIIA WI0 R BSEINE - FESmEal R EEREES -
BEREE R BRI 1 ERNTF > SR EERAE A —EEA - TmE
FAHRE RT3 (EAEEEZEEIERERE (1500 FLIA) policy memo » MY
(BZESHTRIER IR - MFRE G T © ILEUR A DRI AZE RASEFT
FhEBE R B E AR EENRE TR R RERE 2L T EEH
& BEERRFTBRZETAAE @ FEREIRBE T EMERNABTEEEE
NE% > RREEAGRE > ABEEEAKERETHR - EREENE  ZURAVEETR
JEMETREE » ZUNAEREME E B IZANE  REAREMITEZ T - HE—
Rt AR AT ZE A LIRS T R B A TR -

FEFTERINEEFTE 12 PILME BEERIE 2 KA iR A B L 2R B iR
BT HM - FREEEIREUE - BIRRSE RERZ 25 HE - (FRZ T LA KT
HEIMEERZ - BRT RIS 3 pBHEI  AASEERZSHEHEFTR &R
EREEEHE » BHA  Google LIRS TR IS ESNS - WH BEIRHOIFER
& B RI R ERRA - RERBES B REEZ /NSRS - |

. 1 ER4EEF (Doing Business in China) : A3 (E:RTE » 4 247 » (5 Barry Naughton Z4#%
R o ILFIERMALUMEZEF A A ERBE NS EE B P B IE T ZZPNER
P ETIRE - AEIEEVE 8 (AXF - 85 | HAREEAFEPRIAETS
TITHENS - PEIATERASETMAIEAT-BYD ATV HERISRE - TEFWER
(Li & Fung Group) (DI R EERBGHEHRZE - 5@ T (Qualcomm) FEH
BIf &% - 6B ZETZEE/NT (Inventec Corporation)E & FHEETT LSk EEL
RN E S ARSI S 2 LB R - OM BAR AR R DIEREATS
{EZE ~ SAIF BIfEHE T RIS R4R BB A EITEEE] NASDAQ EHERE - FE2H
HEFE 2 {EIZEBIEERS policy memo - BRI — 3 N/ NEEEEE M OERRE
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3. BRI (Government and Regulation) R EE(EERIE - 48257 22 rgErEERY Alberto
Diaz-Cayeros¥{ i #e:8 - TREAHE 1 (1) BEATER S (2) REBAKFTARE
(3 B TLE R B (4)E)T  EZEWFERIAE | (1)EFE S/ N3 Compartamos
(2) BEFI4EEECochabambarK ERELE 5 (3) BPHerERRERENALME  (4) Bl
Belo Monte/K S EEEIRRRARE ¢ (5) [IfRIEEntel B{Z EHRBLOE L -
Diaz-Cayero ZERAVIZER T NBIFE ETNEEE » Ry E AT (4 T RS
4 (BRI B AE S » BREEEMBE NG HEERARERLRE
(R S A BRI EE WA EE NE SR SR TR S I R L E SRS R R -
HEAR - AERIGIO AR ARG EAESEESRS - MRS (Bl
BUREAFRE ; BN EERE T RS HEBIF A B e W A RIE RV 2
R RILEE A EEFSE R ST AN B T RGN UM E S .
FESTRFA LB R B EERE - SRS EEI/NARE TRERIR TR
%5 Cochabamba 7KEBELF 5 » HEETEM/KEATE AR KRB LBEIEERELE
KB » PSR ERERCRZ SRR R RS s
WEBFERGIESE AR -
. BRI E s (Topics in Economic Development in Southeast Asia) : iE(Z - 4
4y > RZEBIEEM Krislert Samphantharak ##% & 55 BI$E Kai Ostwald Bj53 BIIEER
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RIAEHI B THREBRTENE  OFRETETHEER G  BRERENE
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REmtEEE 11 EER - GEEREEECAFMER - THEFZEFOEE
BAREGE REEEEITAESER A O CE RS - BREOFSREEST
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(A BB RN AR~ EREEC — (EA S EAZ SRS - Wt E— OB -
BNARHEEE —F T EREEEREZIRE - =R TEREITTYNA . &9
FeEAAERE - RREEZA S EREBEMERENETEREORERE - B
BRI ENER L I TENER (BA - PERE  BERaE) AKX
BRI - BRI TR AR RS A M A SR B R AT B
KEISZFHIA NN OERGHR TRERTRINT . AEERELEILLES T -

B LEHEESR

— FEEE RFEEE BRES

SEBIN M K £ 22 3 5F B 43 B2 (UCSD) B IR Bl (R BERCTfE L Be (IR/PS) B —
FREREIEHIER IR TEIRIN SR ECREE KRB E » HEEH
4 400 EETER - AR EHE AR RRBFTEES ; It - 3% b
EATESUHS G BRI IEERZEE - FLUAREERSN
ERIREE - AAEBENARETERED 10 85 - ERREERELEX - F7E
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To: Ministry of Economy
From: Advisory Team of Foreign Trade

Re: Taiwan’s Strategies and Challenges on Joining the TPP

Executive Summary

The shrinking growth of foreign trade is a serious alert for Taiwan, especially
its exports in August 2012 fell by 4.2 percent, marking the sixth consecutive decline this year.
Export drop is not only due to global recession, but also because the Economic
Cooperation Framework Agreement (ECFA) signed with China in 2010 did not bring
significant benefits as expected, and Taiwan’s major rival South Korea which signed
FTAs with the U.S., ASEAN and EU affects its overseas market. Therefore, Taiwan
has lagged far behind its major Asian neighbors in recent economic performance.

Taiwan should not continue to rely heavily on China’s market; instead, we
should diversify our markets to other countries in the Pacific region. Signing FTAs with
potential countries and engaging in regional integration should be a way to reverse the
disadvantaged situation. The enlargement of the Trans-Pacific Partnership (TPP) led
by the U.S has inspired Taiwan in terms of its possible accession in the future. In
particular, ’the Chairman of the American Institute in Taiwan (AIT), Raymond F.

Burghardt expressed recently that the U.S. is willing to support Taiwan's entry.
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TPP is a high-standard agreement which covers not only main pillars of a FTA
but also with rigorous requirement on intellectual property rights, labor standards and
environment. To achieve the goal of entering in TPP by 2020, Taiwan needs to take a
two-stage timeline (2012-2015; 2016-2020). In the first stage (2012-2015), we should
watch closely the development of TPP, study the coverage of the agreement and
adopt adequate policies, establish multiple contacts with TPP members and engage in
bilateral consultations with potential members to help us pave the way for eventual
TPP entry. In the second stage (2016-2020), we have to adjust our economy structure
and related industries to accommodate liberalization, and initiate gradually accession
negotiations with each member.

There is no doubt that Taiwan will face some challenges for its bid for TPP
membership. lts international status constraints, lack of formal relations with TPP
members, domestic opposition and impacts on sensitive sectors of the economy, as
well as China’s response toward its accession, all which will affect the negotiation
process. However, only by joining the TPP will Taiwan be able to deepen economic
relations with countries in the region and avoid being marginalized in the process of
regional integration. We have to mitigate and move forward no matter how difficult or

hostile the environment is.
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Introduction

Taiwan ranks as the 18" among the world’s economies and the 4" largest
among the Asian countries in terms of trade volume in 2011." Taiwan's economy
deeply relies on foreign trade and its exports account for 70% of GDP. The major trading
pariners are China, the U.S., Japan, Singapore and South Korea. In 2011, the top five
exports are China (including Hong Kong, 40.23%); the U.S. (11.79%); Japan (5.91%);
Singapore (5.47%) and South Korea (4%); and the top five imports are Japan (18.54%);
China, (15.49%); the U.S. (9.15%); South Korea (6.34%) and Saudi Arabia (4.92%).2
(See figure1)

Figure 1: Taiwan’s Major Trading Partners
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(Source: based on data from MOEA)
Due to the rapid integration of the global economy, numbers of FTAs which are

negotiating or have concluded among Asian countries have increased from single digits

!. World Trade Organization Annual Report 2012.
<http://www.wto.org/english/res_e/booksp_e/anrep_e/anrepl2_e.pdf>

2 Bureau of Foreign Trade, Ministry of Economic Affairs, Republic of China (Taiwan)

<http://cus93.trade.gov.tw/fsci/>
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to 170 from 2000 to 2010.®> However, the diplomatic isolation and the domestic
protectionism of many sectors in its economy affect Taiwan signing FTAs with other
countries. During the last decade, Taiwan only signed four FTAs with five Central
American countries, which have a limited benefit on the trade and economic front.

After President Ma Ying-jeou took office in 2008, the cross-strait relations have
improved significantly with both sides signing the ECFA which came into effect in 2011.
According to scenarios of projection, Taiwan's GDP will increase about 4.4 % by 2020
with ECFA; and without ECFA, the GDP growth would be -3.5%.* It seems that in the
“Early Harvest” list of tariff concessions, China’s initial offer (539 items to Taiwanese
products) is more than Taiwan’s (267 items to Chinese goods), mainly because China
believes that a deepening economic relationship with Taiwan might maximize the
prospect for eventual political integration. From Taiwan's perspective, signing ECFA
might become a stepping-stone in the process of attracting more signed FTAs with
other countries.

However, ECFA is not a full free trade agreement and the early harvest list did
not bring significant outcome as Taiwan expected. In 2011, Taiwan’s exports to China

only grew 8% in comparison to a 37% growth in 2010; and ASEAN's exports to China

3 Barfield, Claude. American Enterprise Institute. “Taiwan and East Asian regionalism.” November 10, 2011.
<http://www.aei.org/print/taiwan-and-east-asian-regionalism>
4 .
. Tbid.
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increased 22.68% in the same period.5 Taiwan lagged far behind its major Asian
neighbors in economic performance, a 3.2 percent decline in overall exports for the first half of 2012
marks Taiwan as the poorer performer among Asian countries such as South Korea
(1.3%), Singapore (-0.6%), Japan (-2.3%) and China (11.3%).6 (See Figure 2)

Figure 2: Export Growth among Asian Countries (2008-2012 June)
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(Source: based on data from MOEA)

The consecutive export decline may be attributed to slackening global
economy, but Taiwan's economy often hit by magnitude than other neighbors is partly
because its export markets are too concentrated in China, and most of its export items
are related to ICT products, as Dr. Wu, President of Chung HQa Institution for

Economic Research (CIER) pointed out.”

3. Bureau of Foreign Trade, Ministry of Economic Affairs, Republic of China (Taiwan)
<http://cus93 trade.gov.tw/fsci/>

§ Taiwan Economic Data Center. <http:/economy.aremos.org.tw/data/tableS.pdf>

7. “Scholars: Export Markets Need to Be Dispersed.” Chung Hua Institution for Economic Research (CIER).
<http://www.cier.edu.tw/ct.asp?xItem=17265&ctNode=52&mp=1>
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Besides, implerﬁentation of the ECFA agreement over the next few years may
reduce—but not eliminate—the negative impact of Taiwan’s exclusion from other
regional FTA initiatives. For Taiwan, the income effects of alternate scenarios
(compare to 2017 base) will be -2.03% GDP if excluded from ASEAN+3 and -2.33%
GDP if excluded from ASEAN+6.°

Taiwan exports to the U.S. are also affected by the US-Korea FTA with an
expected US$3.4 billion loss; while Taiwan exports to the European Union (EU) are
anticipated with a loss of US$5.3 billion as a result of the recent inking of the EU-South
Korea FTA.® Furthermore, if the proposed three-way FTA arhong Japan, China and
South Korea is realized, and if follow-up negotiations on ECFA between Taiwan and
China are not concluded by that time, the effect on Taiwan exports is forecast at a loss
of US$7.7 billion or more.

In addition to completing the ECFA follow-up negotiations with mainland China,
Taiwan is negotiating economic cooperation accords (ECAs) with major trading partners.
The key Of joining TPP is linked to the resumption of the Trade and Investment Framework
Agreement (TIFA) with the U.S. We expect to resume it by the end of thié year because the
Legislative Yuan (Congress) approved on July 2012 to lift the ban on U.S. beef imports

containing the livestock leanness-enhancing drug ractopamine. Taiwan is also

8 Claude Barfield. “Taiwan and East Asian Regionalism.” Paper Prepared for the AEI Conference. Nov. 10.
2011. <http://www.aei.org/article/taiwan-and-east-asian-regionalism/>

°. “TPP Expansion Up’s Pact’s Value to Taiwan”. T@iwan Today. June 21, 2012.

<http:/fwww taiwantoday.tw/ct.asp?xItem=192556&ctNode=445>
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negotiating ECAs with New Zealand and Singapore. We have to éngage in contacting
on many fronts in this respect and then gradually sign FTAs with various countries in the
hopes of avoiding economic marginalization.

Taiwan requires not only a peaceful coexistence with China in the cross-Strait
relations on a political and economic level, but also participation in regional economic
integration. To cope with globalization and regional integration, Taiwan's way out is to
go from ECFA to TPP." Therefore, the best alternative for Taiwan would be to
accelerate signing FTAs with potential trading partners in the region and joining the
TPP.

Brief Review of TPP and Its Expansion

The TPP was originally a multilateral trade agreement signed among Brunei,
Chile, New Zealand and Singapore (P4) in 2005, in which has been in effect since May
2006. The P4 was intended from the outset to be a ‘model’ agreement that was open
to otheré to join in the future. It has provided the platform for the TPP negotiations,
wherein the U.S. joined in 2009, as well as Australia, Malaysia, Peru and Vietnam in

2010.

10 “From ECFA to TPP: Taiwan’s Way Out.” United Daily News Editorial. June 28, 2012.
<http://vision.udn.com/storypage.jsp?f ART ID=94>

: Capling, Ann and John Ravenhill. “Multilateralising Regionalism: What Role for the Trans-Pacific Partnership?”
2011, pp.1-12.
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In the APEC 2011 forum, President Obama announced the framework for a
vast FTA spanning the Pacific as he sought a new era of the U.S.-led economic
integration in the region. He stated that nine countries had reached a “broad outlines”
of the TPP and expected to be working on the legal text of a full agreement by 2012
with the aim of making the TPP a zero-tariff agreement covering 95 percent of goods
by 2015. His bid for the enlargement of the TPP gained momentum as Canada,
Mexico and Japan sought to join accession talks. In June 2012, Mexico and Canada
were accepted by 9 members of the TPP to participate negotiations; Japan was left
out because it did not reach a consensus in its own country.

TPP is a comprehensive agreement covering all the main pillars of a free trade
agreement. Article 1 defines the objectives of the agreement, “the Parties seek to
support the wider liberalization process in APEC consistent with its goals of free and
open trade and investment. In addition, the “Broad Outlines” of the TPP covers
non-conventional fields such as E-commerce, financial services, intellectual property
rights, labor standards, cross-border services, sanitary and phytosanitary Standards
(SPS), telecommunication, environment, etc, and may extends to other areas upon by
the Parties’ consensus.

It is important to point out that the application for TPP membership is based on a

decision reached by consensus, even though the original P4 agreement contains an
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accession clause and encourage other economies to join the agreement. Indeed, from
the outset the ultimate objective of the negotiations was to provide the building blocks
for an area-wide Asia-Pacific FTA. In 2006, the idea became linked to APEC, with the
Summit Leaders’ endorsement of a Free Trade Agreement of the Asia-Pacific (FTAAP).
At present, all nine TPP members have endorsed the idea that at a minimum all APEC
economy bodies are eligible for the TPP membership.'> However, they also indicated
explicitly that any bilateral issues between a potential new member and any of the
current members should be resolved adequately before the new application. Moreover,
the willingness to liberalize agficultural trade will be an important requirement for a new
member as taking part in the “high-level, gold-standard” agreement that TPP aspires to
create.”

Why Taiwan has to Join TPP?

The 11 negotiating partners for the trade agreement account for one third of
global gross domestic product (GDP), with Japan’s future accession, the global GDP
share will increase to 38.19% and it will become the largest regional integration
agreement. The current Taiwan exports to the TPP 11 are 25% of its total exports and
to the TPP 12 (including Japan) 38%; it means that more than one thirds of our exports

go to the TPP markets. Our teams estimate that if Taiwan can join the TPP in the

"> Barfield, Claude. “The United Stated and Asian Regionalism- The Long Road to the Trans-Pacific Partnership.”
Oct. 21-22, 2011, pp. 18-19.

"> Shapiro. American Chamber of Commerce in Taipei. “ Getting Taiwan into the TPP.”
<http://www.amcham.com.tw/content/view/3553/519/>
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future, our GDP growth will raise 2.5% with a benefit of US$ 11.5 billions™ and this will

contribute significantly to our economy.

Regarding to domestic response to the bid for the TPP membership, unlike the
ECFA, this time both ruling party (KMT) and the opposition (DPP) consider that it is
indispensable to join the TPP with deliberate schedule and strategies. President Ma
Ying-jeou has clearly stated that Taiwan’s desire to seek TPP membership and try to
achieve this goal within eight years. Dr. Tsai Ing-wen (DPP’s former chairperson and
presidential candidate) also expressed her support for the nation’s participation in the
TPP. However, the pressures are mainly coming from related sectors of the economy

which are concerned about possible impact or loss once open to the global market.
Strategies

In order to achieve the goal of joining TPP within eight years, Taiwan should
construct a comprehensive blueprint and be well prepared towards a FTA of high
standard. Our team argues that the government should adopt a two-stage policy in
response. In the first stage (2012-2015), we should watch closely the development of
TPP, study the coverage of the agreement and adopt adequate policies, meanwhile
establish multiple contacts with TPP members and engage in bilateral consultations
with potential members to help us pave the way for eventual TPP entry. In the second

stage (2016-2020), we have to adjust our economy structure and related industries to

4 Bureau of Foreign Trade, Ministry of Economy of the Republic of China (Taiwan).
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accommodate liberalization, and initiate gradually accession negotiations with each
member. The concrete strategies are as follows:'®
Study the coverage of TPP and make adequate policies

Because TPP is a high-standard agreement, it is not only involved in
conventional issues such as the removal.of tariff and non-tariff barriers on goods and
service, but it also covers non-conventional areas such as intellectual property rights,
labor standards, government procurement and environmental cooperation. So far
current members are still negotiating on the “Broad Outlines” of the TPP which were

1™ round of negotiations in November 2011.

announced on 1

The Broad Outlines” are characterized with five features: (1) a comprehensive
market access which eliminates tariffs and non tariffs barriers to goods and services
trade and investment; (2) a fully regional agreement which facilitates the development
of production and supply chains among TPP members; (3) cross-cutting trade issues
such as regulatory coherence, competitiveness and business facilitation, small and
medium sized Enterprises; (4) new trade bhallenges such as promoting investment in
digital economy and green technologies, ensuring a competitive business environment

across the TPP region; (5) a living Agreement which enables the updating of the

agreement as appropriate to address trade issues that emerge in the future as well as

"> Bureau of Foreign Trade, Ministry of Economy of the Republic of China (Taiwan).
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new issues that arise with the expansion of the agreement to include new countries.™

Therefore, the first step for Taiwan is to pay close attention to the development
and the future implications of TPP in order to obtain a comprehensive understanding
about the new coverage in its real content and core issues; following domestic
agencies and departments can shape adequate policies based on the outcomes.
Establish multiple contacts and bilateral consultations with TPP members

The accession depends on the consensus of all TPP members, so it is quite
important for Taiwan to build plural contacts with the current eleven members, and
seeking further bilateral consultations with each one in order to gain their support for
our entry. It is intended that the TPP be a living agreement that remains relevant to
emerging issues and allows for membership expansion. While expanded membership
of the TPP is desirable, those seeking membership would need to demonstrate
commitment to early and comprehensive liberalization so as to maintain the
momentum that has been generated by existing TPP parties.

APEC is an ideal platform for Taiwan to build multilateral contacts with TPP
members. We expressed our interest on joining the TPP and received initial friendly
signal from the U.S. side; however, how to make other TPP members realize our

commitment to a comprehensive liberalization and take position in favor of our entry

% Office of the United States Trade Representitive, Executive Office of the President.
<http://www.ustr.gov/about-us/press-office/fact-sheets/201 1/november/outlines-trans-pacific-partnership-agree
ment>
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will be crucial. Through Annual Leaders’ Meetings (summit) and Ministerial Meetings
of APEC, make others know that Taiwan as an important economy in the region, will
dedicate necessary domestic adjustments for being a potential candidate for TPP.

To date Taiwan has signed an Investment Accord with Japan in 2011, and is
negotiating an Agreement between Singapore and the Separate Customs Territory of
Taiwan, Penghu, Kinmen and Matsu on Economic Partnership (ASTEP), an economic
cooperation agreement (ECA) with New Zealand, and the TIFA with U.S. Regardless if
itis ASTEP, ECA or TIFA, once the bilateral negotiations succeed, they will benefit our
accession to the TPP. The recent APEC Summit held in Russia showed that, Taiwan
obtained a very positive response from these countries to foster bilateral trade
agreements with us. We expect that this will influence other TPP members to sign
ECAs or FTAs with our country in the second stage (2016-2020).

Take Adjustment to accommodate liberalization

The TPP tariff schedule will cover all goods, representing some 11,000 tariff
lines. The nine countries also are developing common TPP rules of origin, and are
weighing proposals now for how to do this most effectively and simply. In addition,
services and investment packages will cover all service sectors. Government

procurement packages are being negotiated with each country seeking to broaden
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coverage to ensure the maximum access tb each others’ government procurement
markets, while recognizing each others’ sensitivities.

Based on the high standards required by TPP, Taiwan should continue
planning in its mid-term and long-term adjustment programs in order to accommodate
liberalization. As we know, many TPP members like the U.S., New Zealand and
Vietnam are large agricultural exporters. Once we join the regional free trade market,
domestic producers of rice, fruit, livestock and dairy will experience severe competition.
Although we do not have details about the negative impact on each agricultural item at
this moment, our team has requested several think tanks and related agencies to do
more researches and analysis in order to build a comprehensive picture.

For instance, Vietnam has large rice exports, once the TPP enters into effect,
Vietnam will enjoy preferential tariff advantage and gain moré market. In contrast,
Taiwan's rice production scale is relatively small; whether we could resist Vietnamese
competition is doubtful. In addition, according to Japan’s official statistics, Japan will
have a loss of up to 11.6 trillion yen, of which agricultural loss accounting for 7.9 trillion
yen, 3.4 million farmers will lost their jobs, and its food sufficiency rate will drop from
the current 40% to 13%. Taiwan may face similar situation once we join TPP.Y

To cope with the possible impact which might endanger our agriculture, our

7 rETFE,. “hIA TPP S48 A EEUE (Should Taiwan Take the Road of Joining TPP)?” &5 (Trade
Magazine) March 2012. No. 249. pp 54-56. <http://www.ieatpe.org.tw/magazine/ebook249/b5.pdf>
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team recommend that government can include first in its annual budget a special fund
for agricultural structure adjustment. For example, government enlisted NT$ 100 billion
(approximately US$ 3.3 billion) for reducing the impact of trade liberalization when we
entered the WTO in 2001. However, to compensate farmers should not be the only
measure, more important, we can provide professional assistance and consultations
to farmers in order to pursue a refined agriculture. Developing our products with quality
and features and establish own value will be the best alternative.

In addition, to open markets significantly and sign FTAS with foreign countries,
regulatory harmonization is an important key. Taiwan’s particular regulations and
standards enacted on local service sectors and domestic sales of electric and
electronic products are obstacles to convincing foreign countries to sign FTAs with it.
Because regulations and standards differ among countries of the world, which actually
hamper FTA talks between different countries in some cases, Taiwan should try to
work on regulatory harmonization to amend its laws and regulations to meet
international standards, so as to put itself in a more advantageous position in
negotiations of FTAs with other potential economies.'®

Our team proposes that three Free Economic Demonstration zones (FEDZs)

in southern, central and northern part of Taiwan should be established as soon as

'8 «CIER: Regulatory Harmonization Is Key to Taiwan’s Success of Signing FTAs.” Cens.Com-Taiwan
Economic News. August 15, 2012. <http://news.cens.com/cens/html/en/news/news_inner_41006.html>
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possible. FEDZs are different from the traditional design of Free Trade Zones (FTZs)
which focused on the development of specific industries. FEDZs contain three levels:
to enhance business productivity through deregulation; to create a very liberal
business environment for enterprises; and to prepare for Taiwan's moving toward
regional economic integration.The government will grant free movement of capital,
personnel, goods and information in these FEDZs. For example, Kaohsiung was
already a free trade harbor, but making the city a free economic demonstration zone
would upgrade its customs clearance efficiency and give it greater value-added
opportunities. If Kaohsiung ended up being successful, then the model would be
applied in Taichung (a central city) and Keelung (a northern city). The creation of such
zones will help Taiwan move closer to gaining accession to the TPP.
Challenges

By pursuing the entry into TPP, Taiwan will face three mains challenges:
TPP members’ stances about Taiwan’s accession

Although the TPP welcomes APEC members to join, it doesn't guarantee
Taiwan will get admission. The U.S. government recently expressed that Taiwan could
join TPP within less 10 years, but its upcoming presidential election in November 2012
will be a key factor which decides the process of ratification of TPP agreement. Yet, it

is unknown what other TPP members’ stances towards Taiwan’s participation. Taiwan
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can not get into TPP if there is no unanimous support from all TPP members. The ban
on imports of American beef containing the leanness-enhancing drug ractopamine
which has stalled TIFA negotiations for more than five years has been released
recently; however, whether the TIFA negotiations hold without problem could further
affect other signings of FTAs and other future bilateral or multilateral trade agreements,
which of course includes Taiwan’s bid for the TPP membership.
China’s attitude towards Taiwan’s inclusion in the TPP

China considers the U.S.-led TPP as a mechanism in which the U.S. attempts
to counter China-led ASEAN+3 integration and agreement to EAFTA. As an emerging
great power, China has reservations to join the TPP at this moment. However, will this
affect Taiwan's entry to the TPP? Some may argue that the exclusion of China from
the TPP will benefit Taiwan’s accession. But the past experiences show that China
has always impeded Taiwan not only from joining international or regional
organizations, but also opposed Taiwan’s signing FTAs with foreign countries in the
last decade, it might express its objection on this issue, and exert pressure on its allies
such as Singapore and Vietnam not to negotiate FTAs with Taiwan. So far China’s
public opinion against Taiwan’s joining the TPP has not been expressed, and the only
comment made by Wang Yi, the current director of Taiwan Affairs Office of the State

Council of PRC is “ Is Taiwan really sure to join the TPP?”
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However, we should not forget that in the recent Presidential election in
January 2012, China tried to influence Taiwan'’s constituency by threatening the ECFA
follow-up negotiations. Although we haven’t heard more official comment for PRC on
our bid for TPP membership, probably because China also takes a “wait and see”
strategy and it is still early for them to take position on this issue. However, assuming
that if China does not want Taiwan to join the TPP and sign FTAs with others, it might
use the same tactics as before to impede us seeking a greater economic integration.
Impacts on sensitive sectors once Taiwan joins TPP

Taiwan has to take into account the possible impacts on sensitive sectors
such as agriculture, pharmaceutical, telecommunication and financial services, etc
once we join TPP. Although agricultural makes up a small part of the economy, it will
become a political issue in Taiwan if the government doesn’t protect agricultural
interests or provide sufficient subsidies once the market has to be fully opened. We
face similar difficulties like Japan when it comes to rice, fruit and meat products. Since
Japan expressed its interest in the TPP negotiations, we can observe first and learn
from its adopted model and the implementation of its policies. Our government should
communicate with domestic sectors in advance and take appropriate
countermeasures in order to reduce negative impacts.

Besides, labor and environmental issues are crucial for new participants. For
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example, TPP requires members that their domestic regulations and norms should

coincide with the International Labor Organization (ILO) and the Kyoto Protocol’s

requirement, if not accepted these rules, it will be excluded automatically from the TPP.

In fact, Taiwan is neither current member of ILO nor signed Kyoto Protocol because of
diplomatic constraint, and its labdr and environmental conditions have a gap with
international standards. How to shorten the gap will be another target. Moreover, TPP
sought to bind investment on the state-owned enterprises (SOEs), prohibit national
forces on creating unfair competition environment for private enterprises. Taiwan's
postal services, telecommunications, petroleum, electricity sectors which traditionally
adopted a protectionist position of avoiding foreign direct investment will face severe
challenges. In addition, TPP also allows that foreign enterprises have the right to
resort to international arbitrations once one country’s trade or investment policies
damage their corporate interests. Therefore, we have to take into account of these
sensible issues and make appropriate measures for minimizing negative effects.
Policy Implications and Recommendations

Basically, there are two main concerns, one is the pressure to accelerate
internal reforms and the other is the main trading partners’ stance.

First, the TPP is a similar mechanism to the WTO, requiring a high degree of

liberalization, thus potential entrants must complete bilateral consultations with all
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members. Examining the actual domestic environment, it can be concluded that
Taiwan is not ready to join a high-standard FTA. Although the government has the
resolve to readjust related sectors and implement regulations towards a more open
market, people and related industries are concerned that joining the TPP will cause
negative impacts, particularly to the agricultural sector which is already sensitive.
Therefore, the Taiwanese government has to communicate well with its constituency
in advance and accelerate its internal reforms in order to promote the further
liberalization of the agriculture ahd service industries.

Second, the main trading partners (including China, the U.S. and Japan) could
influence Taiwan's bid for joining the TPP. To not be marginalized in the economic
integrations, Taiwan’s priority is to negotiate and sign the FTAs with its major trading
partners in the Asia-Pacific region. However, will Beijing oppose such actions and
attempt to intimidate potential FTA partners for Taiwan into rejecting FTA dialogue? This
is still uncertain. Some may argue that Washington and Taipei can add to the balance in
geo-economic momentum centered on China by reinvigoration their ongoing TIFA talks
and by considering other opportunities for Trans-Pacific bridge building;'® the others
may argue that the U.S. should negotiate and conclude a comprehensive FTA with

Taiwan, and therefore aid Taiwan in pushing future membership in the TPP.%

19 Rosen, Daniel H. and Zhi Wang. “Deepening China-Taiwan Relations through the Economic Cooperation
Framework Agreement.” Peterson Institute for International Economics. June 2010, pp. 1-3..
20 Barfield, Claude. “Taiwan and East Asia Regionalism” Nov. 10, 2011, p. 13,
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Not only is the American stance important, but also other TPP members’
position will éffect Taiwan’s accession to the TPP. Some believe that Beijing’s allies in
the region such as ASEAN countries will consider China’s possible reaction and will
choose not to sign FTAs with Taiwan. Some of them are looking for a signal from
China that it would not object to Taiwan's participation in this organization. From
another point of view, these countries might think that if China can sign the ECFA with
Taiwan, there is no reason to impede them from signing FTAs with Taiwan. So far we
can not assert the external factors will benefit or undermine the possibility for Taiwan’s
joining the TPP, but one thing is for sure: Taiwan needs not only to build plural
contacts with all the TPP members, but also has to catch up quickly in terms of
negotiation skills and then the ratification and implementation at home its external

commitments.

Conclusion

Taiwan has its own economic and political calculations. In terms of economic
motivation, we are looking for a balance in the economic integration of the Asia Pacific,
trying not to rely too much on China’s market, and disperse our market towards other
countries in the region; meanwhile we éxpeot that through joining the TPP will bring
trade creation and trade diversification which will reduce the risk of being marginalized

in the regional economic integrations. In addition, joining the TPP can also help our
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related industries to upgrade and create beneficial conditions. In terms of political
motivation, it expects that through joining the TPP and signing bilateral trade and
investments agreements, it can enhance its position in the international community
and achieve a breakthrough the diplomatic isolation.

In short, whether Taiwan can succeed in joining the TPP within eight years,
depends on the internal and external factors we mentioned above. It took Taiwan 12
years to join the WTO finally after its bid for membership since 1990. Even though
there are fewer members in the TPP than in the WTO, the TPP is a complicated FTA
and will definitely need more negotiations among each other to achieve the goal. It is
still too early to predict the outcomes, but we believe that Taiwan will experience a
long path due to its international status constraints. Nevertheless, we have to
demonstrate our resolve and commitments to engage in the TPP through gradual
adjustment to accommodate liberalization, strengthening economic relations with
trading partners of the TPP in order to obtain their supports to our entry into the TPP.

However, China is a huge market for Taiwan and there is no doubt to
deepening bilateral economic relations. However, we need enhance talks with China
trying to dispel their concerns or any possible impediment toward our bid for TPP

membership.
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