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The political and economic developments of the Baltic States (1)
Summary:

The Baltic States: Estonia, Latvia, and Lithuania treat independence and
integration with Europe as their goals; however, due to russifiation of soviet
area and sequela of command economy, the racial problems appear after
independence, besides they still depend on Russia in economy to a certain
extent. Getting along with Russia will be the key to “escape from Russia, and
integrate into Europe”. Thus, how to manipulate their diplomacy between the
great powers, and deal with the domestic racial discrimination and economic
dependence problem will be an ordeal to the Baltic States.

The plan proposes to research the Baltic States entirely and
systematically in two years. It's the accomplishment of first year, the main
content are the basic situations, and the introduction of political and economic
developments of the Baltic States. In the second year, the plan will base on the
first year’s accomplishment, and do more further researches on the Baltic
States’ relationships and interactions with external environment.

Key words: the Baltic States, Estonia, Latvia, Lithuania, political development,
economic development
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The Government of the Republic of Lithuania — Article 91-101,” in Constitutia of the
Republic of Lithuania (http://www3.Irs.It/home/Konstitucija/Constitution.htm) -
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¥ mpL (R A ) 5 - B TBIERFHI, 8- = T % = % “Chapter XI:
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¥ w2 pL CEYPrI R A EE ) 55 T TRy — 8% = JeZ— 4T fE < “Chapter XII: The
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Audit Office — Article 87-88,” in The Constitution of the Republic of Latvia
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”‘i'lﬁdgﬁﬂ%fﬁ‘uﬁzﬂg (Estonian Reform Party ) : ZF° 3% %"[FF 31 Fﬁ* » ELER
=l o EL Ryt FS 1994 = s %W 2006 =+ 12 J31E"i[EJ5832 c|’?‘fF[I’FE"T
F ﬁ"glghé& o Wi Fﬁ* £, [ (Andrus Ansip ) » - ELZR = SRR - F' ﬁ FHE

b BIE TR Al U*?'jl'f' ’}H[BS«‘%L\'EIleF.E”ﬁﬁaEJﬁ?Jﬁfﬁ)f d[TJ[ﬁﬁ“'iﬁiﬂ(

M B L [ UAIRI ) SV Bk, — 3% O)<% ~ ~ 1" fiz: "Charpter VIIII: The Courts
—Article 109-118,” in Constitutia of the Republic of Lithuania (http://www3.Irs.lt/home/Kon
stitucija/Constitution.htm) -

B BRSPS EE ) BTPY = DY [ ¢ “Article 47-48,” in Constitution of the
Republic of Estonia (http://www.president.ee/en/estonia/constitution.php?gid=81907) -

O B pL (S B H AIBEGE ) 5T 7 % = {1 “Article 35-36,” in Constitutia of the Republic
of Lithuania (http://www3.Irs.lt/home/Konstitucija/Constitution.htm) -

" “Elected Members of Parliament,” in Estonian National Electoral Committee:
Parliamentary Elections March 04, 2007 (http://www.riigikogu.ee/?id=34618); “Factions,” in
Riigikogu, The Parliament of Estonia (http://www.riigikogu.ee/?id=34618); F[1Z * MH Al
Bt “«k‘r"[f YT E B A (http://www.fmprc.gov.cn/chn/wib/zzjg/xos/gjlb/1681/168 1x0/de
fault.htm) -
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" ERIEIEL  (Estonian Center Party ) [’ﬁ29 Fﬁ* TR PR o EI Y ST
1991 = » #@= 2006 = 12 5| 31 [ - H "EJ 10,000 fﬁ‘}ﬁ BT e B R
= ’FJE Va2 (Edgar Savisaar) -

ERETE R N?EEE , (Estonian People’s Union, EPU ) : FF FFJ R
t[;;i,ﬂ ¥+ 2000 ﬁ‘ » #i= 2006 F 12 F] 31 f! > 4 J’IO 000 & F;‘l o IR
P B R EEE (Villu Reiljan) -

f. T3 | (Estonian Greens) : ]’FF,6 ?QJ » TEEREE o YRS 2006 F 11 F s #
= 2006 = 12 ] 31 !> i,L"EJ 1,400 &Y E;‘I o W= ?“JE@??"@J&%?TEITF‘[ ( Marek

ﬂporpamma Maptun Pedopm BcutoHnn” B Maptum Pedhopm
Shttp /lwww.reform.ee/ru/erakonnast/erakond/sssssssss).

Estonian Social Democratic Party (SDE)
(http://www.sotsdem.ee/index.php?module=Public&action=Locale&lang=3).
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Ry 1998 F 5 K] 2 |1 ’Eﬁ’ﬁd’f‘l’ﬁiqj’ﬁféé W EISES 2,000 & o H rﬁjﬁ"o
b GRS (Atis Slakteris ) © FS?EM‘} FIFT s T35 ~ AR AL E ) SR Y
*i’?fl’iﬁﬁﬁﬁ U e SR IRAERR LJ?JTIF, [ FHHA * 5<J'°\%%?‘1"’J@’7Fffi
iiﬂ ;o f“* I §”ﬁ§§3“'ﬁ]‘5‘r{1{_}r~ﬁd“‘aﬁ}f”| Wi E’jﬁﬁjm i P A
= T Y Y ERASRYS (SR AT (Organization for Economlc
Cooperation and Development, OECD) v~ i F }Fg[ﬁx[ﬁ)‘«lqﬁ‘i = FHIRE Y

= 51
:—\<O

b. " i Nl | (Latvia's Farmers' Unlon) £ ﬁufﬂfﬂ > BRSO 1917
A2 1 (RSB - 1990 55 771 5 [ ARETAR < )
(P17 1400 & o R LTRSS (Augusts BrlgmamS>

rﬁﬁfﬁ'ﬁgtﬁ#@h( Latvian Green Party ) : $hygi » T fi = ’ﬁ‘J*' ;?EJP“['E"?( Indulis
Emsis) £ ff'[—fé‘ii o FIRSTH 51990 & 1 F[ 13 |1 » JUE HEEET 480 £ o @i
’ﬁ‘J"EJ_: LA P gk Z( Viesturs Silenieks ) REF P I Ralmonds
Vejonls) 2006 =+ [ §hAR; fﬁﬁwﬁﬁﬁ’%ﬁ S N rq‘&wgiﬁaﬁf

‘%}fﬁéo?}iﬁﬁﬁﬁﬂ fl 18?“ o k" Eﬁl TR B IR T*ﬁﬁ%“?
AV b ™ 35T riﬁ%i“'ﬁﬁ*lﬁﬁﬁ ﬁﬁ"ﬂyﬁﬁ Uj{kﬁ%ﬁ' T ]?JE’\ PSR (e MR
M U < S S R IR N > LA - NI

" HE A OIS R i A
(http://www. fmprc gov.cn/chn/wijb/zzjg/xos/gjlb/1736/1736x0/default.htm); “Latvia:
Government,” in CIA-The World Fact Factbook
ghttps Jlwww.cia. gov/I|brary/publ|cat|ons/the world-factbook/geos/Ig.html#Govt).

‘The Programme,” in Tautas partija (http://www.tautaspartija.lv/eng/the _programme).
*2 “History of LGP,” in Latvian Green Party (http://www.zp.lv/content_en/1-1.htm#p1).
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HF”‘ P o B T BRI IR E TR R A (Tatjana Zdanoka ) ¥ F{[iy # 7

% “Programme of Latvian Green Party, August 2002,” in Latvian Green Party
(http://www.zp.Iv/content_en/5-2.htm#p1).
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a. Bé#fjujﬁirrlﬁwji #4 | (Lithuanian Social Democracy Party, LSDP ) : 92}' Fﬁiﬂ
Pl e EIRY SRS 1896 = 5 RS 1989 & 8 K| 12 [ldsRY 5 AT 2001 F 1 K|
27 [rERt Fgg H iRt g T fegg 5 2 ;f;ﬁé:ﬂ’J(Lithuanian Democracy
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c. " B4 FIilTHIFR L (Lithuanian Liberal and Centre Union ) @ % 4 #r
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F[]ﬁ‘ =VE-S fp@;l’yf@ﬁ[g = [;yzj'jzl%;'ﬁdw
(http://www.fmprc.gov.cn/chn/wijb/zzjg/xos/gjlb/1741/1741x0/default.htm); “Lithuania:
Government,” in CIA-The World Fact Factbook
(https://www.cia.gov/library/publications/the-world-factbook/geos/Ih.htmli#Govt).
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o4 “Enterprise development: overview,” in Ministry of Economic Affairs and

Communications (http://www.mkm.ee/index.php?id=8414).

8 “A Stable and Competitive Economic Environment,” in Ministry of Economic Affairs and
Communications (http://www.mkm.ee/index.php?id=8416).

%  “The Move towards the Knowledge-based Economy,” in Ministry of Economic Affairs
and Communications (http://www.mkm.ee/index.php?id=8415).

“Estonia on the way to the Information Society,” in Mlnlstry of Economic Affairs and
Communication (http://www.mkm.ee/index.php?id=8419); “Information Policy,” in Ministry
of Economic Affairs and Communication (http://www.mkm.ee/index.php?id=8391);
“Communications,” in Economic Survey of Estonia 2005, pp. 62-3.
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® “Macroeconomic situation,” in Economic Survey of Estonia 2005, pp. 3-7.
% Economic Survey of Estonia 2005, p. 13.
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Trade dynamics
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® Economic Survey of Estonia 2005, p. 13.
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Export by commodity groups
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Econom/c Survey of Estonia 2005, p. 14.
2 Economic Survey of Estonia 2005, pp. 13-5.
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Export target countries
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" Economic Survey of Estonia 2005, p. 14.
™ Economic Survey of Estonia 2005, p. 15.
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Econom/c Survey of Estonia 2005, pp. 15-6.
"® Economic Survey of Estonia 2005, p. 15.
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" “Export promotion policy,” in Ministry of Economics of Republic of Latvia (http://www.
em.gov.lv/iem/2nd/?Ing=en&cat=3908).

8 “Economic development,” in Ministry of Economics of Republic of Latvia (http://www.
em.gov.lv/em/2nd/?Ing=en&cat=10220).
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Fig. 5. Key foreign trade partners in 2006 (per cent)
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d/?Ing=en&cat=56); “Economic development,” in Ministry of Economics of Republic of
Latvia (http://www.em.gov.lv/iem/2nd/?Ing=en&cat=10220).
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74 &R :N. BratCikoviené, A. Kazlauskas,” General Review of the Economy:

General Indicators of the Economic Development,” Survey of the
Lithuanian Economy No. 1 (2007): 7
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%3 Bratéikoviene, Kazlauskas, "General Review of the Economy: General Indicators of the

Economlc Development,” pp. 7-8.

Agr/culture in Lithuania in f/gures 2006 (Vilnius: Statistics Lithuania, 2007), pp. 5 & 6-7.

® Bratgikoviené, Kazlauskas, "General Review of the Economy: General Indicators of the
Economic Development,” p. 9.
S IE SRR HIW’H‘!&?‘B o B 4 4 (http://www. fmpre.gov.cn/chn/wijb/zzjg/xos/gjlb/17
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Itk 205 (G Ep i)

F L kR "Production of main agricultural products per capita,” in Agriculture
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147 Bratéikoviené, Kazlauskas, “General Review of the Economy: General Indicators of the
Economic Development,” p. 8.
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No. 1 (2007): 73.
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The Effect of the Cross-Strait Relations between China and Taiwan on the Economic
Development of Taiwan

Kwo Wu-ping'
I. Introduction

As the human society evolved, starting as an individual, then to family, clan, lineage,
race, tribe , nationality, nation, state, and area integration (like the European Union), the
purpose of these societal developments were to achieve better lifestyles and security.
Currently, Taiwan’s status is in the middle between nation and state. There are many
territories in the world that are in a similar situation as Taiwan, unrecognized as a sovereign
state.

In Asia, the Cross-Strait Relations has been a long-standing issue between the people
and governments of China and Taiwan. Starting in the early 13" Century, the relationship
has resulted in many disputes and caused turmoil among people on both sides. Aside from
the social and cultural instability, cross-strait relations play a major role in economical

development between Taiwan and China. Taiwan’s political relationship with China heavily

' Kwo Wu-ping Ph. D. Chairman, Institute of European Studies Nanhua University; Director, Institute of

Russian Studies National Chengchi University (1999- 2004).
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influences Taiwan’s economy, and the island’s recent economical advances can be traced
back to improved cross-strait relations. While the governments and people on both sides
may not agree on the issue of “one-China,” the best way to resolve this problem is to avoid

conflict and maintain the current political situation.

II. Cross-Strait Relations: Background and Brief History

The official Cross-Strait relations between China and Taiwan formally started in 1206,
when Mongolian Genghis Khan founded the Yuan dynasty and Taiwan became a part of
China’s domain. The island eventually became a prefecture of the Fukien province in 1684,
and then a province of China during the Ching dynasty. Although the Dutch colonized the
island for 37 years, the mainland reclaimed the territory in 1661, when a Ming dynasty
loyalist, Cheng Cheng-kung went to Taiwan and drove the Dutch out. He wanted to use the
island as a base to overthrow the Ching dynasty and restore the Ming dynasty. In the 1880°s,
the French also occupied parts of Taiwan, but withdrew according to the terms of a treaty
with China.

In 1895, the Ching dynasty government and Japan signed a treaty that ceded Taiwan and the
Pescadores to Japan after Ching was defeated by Japan, but the island and the surrounding
territories were eventually restored to Chinese rule at the end of World War II in 1945.
Although Japan governed Taiwan using authoritarian despotism, Japan also helped Taiwan
achieve progress materially and culturally.

The Republic of China (ROC) started during the Wuchang Revolution in 1911, and
the Republican form of government in Asia was formally created on January 1, 1912. Dr.
Sun Yat-sen, the nation’s founding father, wanted to create a system that was “of the people,
by the people, and for the people,” to replace the Ching dynasty. At the end of World War II,
Taiwan came under the rule of the ROC, and Taiwan initially welcomed the return to their
fatherland. However, in 1947 the increasing tension between China and Taiwan led to the
February 28 Incident, which created even more hostility between the Nationalist
government and the people of Taiwan. In 1949, the Kuomintang-led government of the ROC
was defeated by the Chinese communists and retreated to Taiwan, starting the “ROC on
Taiwan.” The Kuomintang-led government began a period of martial law and strict
governmental control. This period lasted until the decree was lifted in 1987 and increased
the tension between Taiwan society and government. During this time, however, Taiwan
experienced a high growth rate as a result of Nationalist ruling and from the 1980’s onwards,
peacefully and gradually established democracy in Taiwan.

The ROC status in the international community reached a peak in 1945, when it was
one of the five members of the United Nations Security Council. However, the situation
started to change in 1949, when the Communists defeated the Nationalists and they retreated
to Taiwan, leaving the new Chinese government to establish the People’s Republic of China

in Beijing. The People’s Republic of China (PRC), claimed to represent all of China. From
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1949 to the 1971, the ROC continued to represent all of China in the UN, and was still
recognized by many world nations. But in 1972, the UN passed a resolution stating that the
PRC was the only representative of China, leading the entire international community to
only recognize the PRC. This led to the deterioration of Taiwan’s international status and the
island became more and more isolated. Tensions increased in 1979, when the US President
Nixon signed the Shanghai Communique, which stated that, “The United States
acknowledges that all Chinese on either part of the Taiwan Strait maintain that there is but
one China and Taiwan is part of China.” This visit led the US to cut ties with Taiwan in 1979
in order to establish formal diplomatic relations with the PRC. Recognizing that the US
government’s actions left Taiwan more isolated, the Nationalist government on the island
modified their policies, establishing a tacit consent of dual recognition and replaced the
hostile mentality of retaking the mainland by force with the idea to peacefully unify the land
in the future. In addition, when Chiang Ching-kuo and Lee Teng-hui took office in 1984, the
KMT loosened its restrictions, lifting the Emergency Decree and began to allow people to
visit relatives on the mainland. At this time, China stopped its military actions against
Taiwan and chose to use the “one-China” principle to establish diplomatic ties with other
countries to isolate the ROC.

The situation began to improve in 1988, when Lee Teng-hui became president as the
result of Chiang Ching-kuo passing away. President Lee promoted the co-existence between
Taiwan and China, and took measures to improve the situation between the two lands.
Domestically, he promoted the “New Taiwanese,” which was an identity to resolve the
problems of ethnic confrontation and consolidate the island into an “organismic community”
to help Taiwan establish itself as an independent state. Internationally, President Lee
promoted “pragmatic diplomacy,” which was a more open policy towards China, and ended
the “Period of National Mobilization for Suppression of the Communist Rebellion” in 1991.
President Lee recognized the “existence of two political entities” across the Taiwan Strait
and strove to improve China and Taiwan relations. One major sign that Taiwan was a
sovereign state was in 1994, when the Constitution was amended to add articles that stated
that beginning with the 1996 elections, the ROC president would be directly elected through
a popular vote.

President Lee realized that the “one-China” issue was still unresolved, however, and
took many measures to help the situation. He created many agencies to promote exchanges
with China, including the National Unification Council, the Straits Exchange Foundation
(SEF), and the Mainland Affairs Council (MAC). He also traveled to many places to make
the international community aware of the countries’ existence in the 1990’s, traveling to the
Middle East, Europe, and the Americas. In 1996, President Lee’s trip to his alma mater,
Cornell University in the United States, led to a verbal attack and military threats from
Mainland China, and China even conducted military exercises in Taiwan’s waters. The
situation again rose in intensity between the two lands, but the US placed two aircraft

carriers in waters near Taiwan and helped to end the crisis. During this time, Taiwan
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continually tried to be readmitted into the United Nations, but China kept interfering with
the process.

In 2000, Chen Shui-bian won the presidential election, and proposed the “Five
Noes,” which included a vow not to actively seek independence for Taiwan. However, the
Chinese government did not trust President Chen and suppressed the president whenever
possible. In 2002, both Beijing and domestic pro-unification forces criticized Chen’s

announcement of “one country on each side of the Taiwan Strait.”
Cross-Strait Relations: the Current Situation and Problems

Currently, Taiwan has already adopted a policy that supports the co-existence of two
sides, but Taiwan cannot participate in the international community with the status of a
sovereign state. Taiwan today serves as an island of hope, because achievements in
democracy, economic liberalization, and cultural diversity have led it to become an
inspiration for China, Hong Kong, and other parts of Asia. The highly educated and literate
population and technologically advanced facilities also provide Taiwan with a large potential
for development. However, the largest issue at hand is still the national identity, since the
population of Taiwan is torn between supporting the “one China” policy and favoring
independence. The Chinese government insists on the “one China” policy, but the current
Taiwanese government still favors Taiwanese independence. For many years and even until
now, the Chinese government has not been willing to meet with Taiwanese officials unless
the Taiwan government first recognizes the “one China” policy, therefore there has been no
way for Cross-Strait relations to progress.

In 2005, China passed the “Anti-Secession Law,”> which allowed the Chinese
government to use non-peaceful means to threaten Taiwan if Taiwan acts against China’s
laws. In June 2007, President Chen proposed creating a referendum that would allow the
island to rejoin the United Nations using Taiwan as its official title. The President’s
referendum proposal quickly led to criticism from the United States, saying that this act
would raise tensions with China. While the United States will not interfere with Taiwan’s
sovereignty, if Taiwan ever falls under attack by China, Taiwan will still need help from the
United States to protect the island. With this in mind, President Chen should have already

recognized that his proposed referendum would not be beneficial for Cross-Strait relations.

IV. Taiwan’s Economic Policies towards China

Taiwan realizes that China’s business economy is developing at a rapid rate, and

considers the Chinese market an integral part of Taiwan’s globalization strategy. China is

? Wang Zhaoguo, “Draft Anti-Secession Law explained ,“ at the NPC session , March 8, 2005. Wang Zhaoguo
is the vice-chairman of the Standing Committee of the National People's Congress.
<http://www.chinadaily.com.cn/english/doc/2005-03/08/content_422875.htm>.
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Taiwan’s largest export destination and Taiwan relies heavily on the Chinese economy for its
own economical development. Since security is still of utmost importance to the Taiwanese
government, and the Chinese Communists have not given up their arms threat against
Taiwan, the government of Taiwan shapes the economy and trading policies towards China
with those concerns in mind. Historically, before the “No Haste, Be Patient policy was
proposed, the Taiwanese government wanted to support the demand of industrial change
slowly, lifting many of the trade restrictions towards China. However, in order to safeguard
the Taiwanese economy, President Lee’s “No Haste, Be Patient” economic policy imposed
restrictions on Taiwanese investments in Mainland China and again tightened regulations.
Recently, the “Proactive management with effective liberalization” policy announced by
President Chen Shui-bian in 2006, had a similar effect on limiting trade with China, but
regulations were slightly more relaxed.

The “proactive management with effective liberalization” promotes a slow and
steady opening up of the Chinese market to Taiwan, ensuring that the supporting measures
are constructed in a secure manner. In order to protect the Taiwanese economy from relying
too heavily on the Chinese market, the current Taiwanese government has made it illegal for
a Taiwanese business to invest more than 40% of its capital overseas in China. The
controversy seems to highlight a dilemma for Taiwan. Taiwan needs the mainland market to
save it from the current economic stagnation and create another economic miracle. The
debate over whether to allow an eight-inch wafer foundry to invest in the mainland market is
another one significant case of the difficult relations between the two sides of the Taiwan
Strait.* In addition, Taiwan wants to ensure economic development and national security
with effective management of those supporting structures. President Chen wants to apply
this strategy to all business issues, such as the cross-strait currency clearance mechanism

and Taiwan’s investments in China.
V. The Effect of Cross-Strait Relations on Taiwan’s Economic Development

In 2005, the WTO reported Taiwan as being the 16"-largest trading nation in the
world. Since the Asia-Pacific region accounts for 35 percent of Taiwan’s total trade,
Taiwan’s relationship with surrounding nations is of utmost importance.

The total trade between Taiwan and China increased from $7 billion in 1999 to $76
billion in 2006, a growth rate of 984%. Taiwan’s imports from China amounted to $24
billion but exported $51 billion in 2006, a surplus of $27 billion. Taiwan’s overall trade
surplus was 21.3 billion in 2006, so if there wasn’t trade with China, a deficit would result. >

These favorable economic trends were largely the result of improved cross-strait relations.

9o 6

? President Chen Shui-bian announced that cross-strait relations by replacing president Lee Teng-hui’s “no

haste, be patient? policy with “proactive management with effective liberalization” on 27 February,2006.

* Chien-Min Chao, “National security vs. economic interests: reassessing Taiwan's mainland policy under

Chen Shui-bian,” Journal of Contemporary China, Volume 13, Issue 41 November 2004, pp. 687 — 704.

> Bureau of Foreign Trade of Republic of China, <http://cus93.trade.gov.tw/english/FSCE/FSC0011E.ASP>.
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Currently, China is Taiwan’s largest trade partner and has contributed the largest share of
Taiwan’s trade surplus.

Taiwan’s improved economy is largely the result of improved relations with China.
As historical trends have demonstrated in the past few decades, Taiwan’s economy stabilizes
as cross-strait relations improve. This is not surprising since China is a major trading partner
and Taiwanese companies invest heavily in Mainland China. Over the past few years,
Taiwan’s economic activity with China has quickly grown, largely due to the lower tariffs
and fewer non-tariff barriers since both sides joined the WTO. Taiwan’s businesses have
jumped at the financial opportunities, with approved investment reaching $47.32 billion by
2005 and accounting for 53.28 percent of Taiwan’s total outward investment. Just in 2005
alone, the government approved of 1,297 investment cases in China, at a value of $6 billion.
Taiwanese investors placed their money in electronics and electrical appliances, as well as
basic metals, metal, and chemicals.

However, this increased investment away from domestic markets in Taiwan towards
the economy in China has its risks. Some businesses promote the investment, arguing that
these steps can help to achieve gains in production efficiency by lowering production costs.
But critics say that this economic integration can cause a potential drag on Taiwan’s
long-term economic viability. Cross-strait trade has diverted trade away from the US, a trend
that can be privately efficient, but socially inefficient for Taiwan. Many people say that
Taiwan, rather than investing in China’s low-wage opportunities, should invest in future
technologies. Also, increased foreign investments are hindering domestic investments in
new and innovative products or processes, as more than 80 percent of Taiwan’s foreign
direct investments are China-bound, a value that totals much greater than the value that
Taiwan invests domestically on research and development. Therefore, the Taiwanese
government is struggling to find and set the socially optimal level of investing.

The Cross-strait trade has helped to expand Taiwan’s export market and outward
investments. Improved political relations between Taiwan and China are often followed with
economical advances in the Taiwanese market. However, China’s financial instability and
uncertain exchange rate have also added risks into the Taiwanese economic development.
The Taiwanese government has taken the economic strategy of “deeply cultivating Taiwan
while reaching out to the world,” in the face of globalization of trade. Through using
Taiwan’s research and development resources, geographically important position, and
industrial advantage along with China’s resources, the Taiwanese government strives to
strengthen domestic economic methods.

However, under the “No Haste, Be Patient” and the “proactive management with
effective liberalization” economic policy imposed restrictions on Taiwanese investments in
Mainland China and again tightened regulations. Decades ago, Taiwan served as the head of
“Asia’s Four Little Dragons,” leading the pack in economical advancement and
development. At that time, Taiwan’s per capita income was about $14,000 , and Korea was

at $7,500, but now the situation has changed. Taiwan’s per capita income is stagnant, trailing

7



VL

behind Hong Kong, Singapore, and Korea with a per capita income of $27,000, $24,000,
and $17,000, respectively.

Taiwan needs to improve Cross-Strait relations, especially concerning the
economical development of the “Three Communications.”® In 2004, ASEAN and China
signed the “Agreement on Trade in Goods of the Framework™ and “Agreement on
Comprehensive Economic Cooperation,” allowing a Free Trade Agreement (FTA) to begin
in 2010 between ASEAN and China. Up until this time, the FTA members will enjoy a

zero tariff but Taiwan is not included in the group, so Taiwan’s economy will be affected.
Conclusion

The Cross-Strait dispute is a historical and societal evolutionary problem, tracing
back many generations between China and Taiwan. Because of the varying opinions from
the governments and people of Taiwan and China regarding the topic of “one-China,” the
only peaceful way to approach this topic is to give the issue time to resolve on its own. In
order to concentrate on the economic development of Taiwan and stabilize the cross-strait
relations, it is critical for both China and Taiwan to maintain the current situation and refrain
from taking any actions that could lead to discontent on either side.

Freedom is a fundamental human right. China has no right to decide the future destiny
of 23 million Taiwanese citizens and should respect the choice of those people, no matter
what they may be. Taiwan’s priority should be increasing GNP levels to $30,000, and widen
the GNP gap between China ($1740 in 2006) and Taiwan ($16,471 in 2006). If Taiwan
increases its GNP, then Taiwan will have more power to negotiate with China.

Currently, there are two main candidates for Presidency in Taiwan, Ma Ying —jeoh,
and Hsieh Chang-ting. Both candidates have expressed a dedication towards establishing the
“Three Communications” in order to develop the Taiwanese economy. Their dedication to
cross-strait relations is evidence that illustrates the importance of a strong relationship with

China in the national development of Taiwan.
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