DAVID M. KENNEDY
Chairman of the Board

DAVID N. LAUX
President

EUGENE M. KEYS
Secretarv/Treasurer

N. MORGAN BRASSLER’
The Bank of New York

GREGORY J. BRUSBERG
Citizens and Southern National Bank

MRS, ANNA CHENNAULT
TAC International, Inc.

WALKER L. CISLER
QOverseas Advisory Associates, Inc.

RONALD W. CLARKE
Eli Lilly International Corporation

WALTER J. COOK
Uniroyal Chemical Company, Inc.

JOSEPH F. DENNIN
McKenna, Conner & Cuneo

CARLETON S. FIORINA
AT&T Nerwork Systems

REGIS J. GAUGLER
USX Engineers & Consultants, Inc.

WILLIAM J. GRABSKE
Gibbs & Hill, Inc.

JOHN D. HUGHES
Clinton Electronics Corporation

JAMES R. KLEIN
General Instrument of Taiwan Lid.

PAUL P. KOENDERMAN
Babcock & Wilcox International

ROLF J. LARSON
Grumman International, Inc.

THOMAS H. McGOWAN
Kaplan, Russin & Vecchi

JOHN L. MOORE, JR.
Bechtel Group, Inc.

M. A. PEARS

Stone & Webster Engineering Corporation

BARRY PHILLIPS
Kilpatrick & Cody

CHARLES R. ROBINS, IIl
Universal Leaf Tobacco Company

EDWARD C. SCHMULTS
“GTE Corporation

THOMAS W. TUCKER
General Electric Company

GLENN TURCOTTE
Kary Industries, Inc.

LEONARD UNGER
Ambassador (retired) (Honorary)

JERRY W. VARGO
ABB Combustion Engineering Systems

CARL F. WHITEHEAD
Ebasco Overseas Corporation

NATHANIEL D. WOODSON
Westinghouse Electric Corporation

ROBERT T. YAHNG
Baker & McKenzie

Do U
USA-ROC ECONOMIC COUNCIL D
P. O. Box 517

Crystal Lake, Illinois 60014
Phone 815/459-5875 - Facsimile 815/459-5011 ' ﬁ _ (
//m ra é

EXECUTIVE DIRECTORS

DAVID M. KENNEDY

Chairman of the Executive Committee

WILLIAM F. ATKIN
Baker & McKenzie

DAVID N. LAUX
Ex Officio

JOHN L. MOORE, JR.
Bechtel Group, Inc.

ROBERT P. PARKER

President George Bush
The White House
Washington DC 20500

McCutchen, Doyle, Brown & Enersen

Dear Mr. President,

Thank you for your very nice letter of October 31, 1990
on the occasion of the Fourteenth Annual Joint Business
Conference of the USA-ROC Economic Council and your
very kind words to me on my retirement as Chairman. My
wife and I are most grateful.

May I take this occasion to give you my views on an
issue of importance to our Council, and to the United
States.

Of the top twenty trading economies in the world, Taiwan
is the only one which is not a member of the General
Agreement on Tariffs and Trade (GATT). Of all the
nations in East Asia, Taiwan is the only significant
non-Communist economy which is not a member of the

GATT. In short, Taiwan is the largest trading entity
outside of the GATT, the "Club" of International Traders,
and its absence is increasingly a major anomaly which
needs to be corrected.

Taiwan has earned a place at the GATT table. It is the
world's 13th largest trading economy and the US' 5th
largest trading partner. It has the world's second
largest foreign exchange reserves and has become the
biggest or one of the biggest foreign investors in the
Philippines, Thailand, Malaysia and Indonesia. Taiwan
is providing significant financial or economic aid to
areas of importance to the United States, such as Costa
Rica, Panama, the Philippines, the Dominican Republie
and Eastern Europe. Taiwan is committed to the principles
of a market economy and a democratic political system.
And Taiwan supports the goals of the Uruguay Round.

Taiwan has made substantial progress over the last four

years in allowing greater market access, in reducing
tariffs, in liberalizing its financial markets, in
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opening up its service sector, and in protecting intellectual property rights.
The US has borne the main burden of persuading or negotiating with Taiwan to make
these changes. GATT provides the much needed multilateral forum for moving
Taiwan the rest of the way. The time has come, not only for the trading world to
benefit from the contribution that Taiwan can make to the GATT community, but
also for Taiwan to be under international trade discipline.

For their part, Taiwan has chosen the least objectional name possible to the

PRC for its accession to the GATT - the "Customs Territory of Taiwan, Penghu,
Kinmen and Matsu". For other GATT members, it has been made clear by UN precedent,
that voting for GATT membership for an entity does not imply diplomatic recognition
of that entity. Moreover, Taiwan has also walked the extra mile by agreeing to
come into GATT as a developed nation, even though this imposes a much more rigorous
discipline upon them than entering under developing nation status.

Letime elaborate on_this technical pojes I think is impgufanW, that Taiwan g

GATY as a full coghrijcting party and as a §leveloped econémy. Nis means epgfering
GATY} before or atfthe\same time agf the Peofle's Republ#e of Chink (PRC). JIf
Taivan were to efiter after the BRC, as the YPRC desirg8, and on tHeir tephs as a

subokdinate entjty of the ROC, L£hen Taiwan ffould haye to enter ad a devfloping
econdgy like tljfe PRC. {(This wglild impose lefs riggfous disciplinejon TRiwan and
would Qe muc ess desiNgblg’/from the point ©f vjew of the US and fer advanced
industr™=wifed nations.

In sum, on economic grounds, there are overwhelming reasons why Taiwan should
be in the GATT.

There are other reasons why I recommend the US take a stronger position now

than it has in the past in supporting Taiwan's application to join the GATT. US
business firms are facing an increasingly tough competitive environment in Taiwan,
especially from European firms. US influence in Taiwan is not what it used to

be. I think the psychological impetus of a strong US supportive position on
Taiwan's GATT application would be helpful to US business. With billions of
dollars worth of major projects coming up in Taiwan's new 6-year economic plan,
including nuclear power plants, new or expanded rapid transit sytems, ports,
airfields, telecommunication systems and environmental protection projects, this
is important.

5 I think it is important to US objectives towards the PRC that Taiwan,
an alternative economic and social system dedicated to a market economy and
political democracy, continue to be healthy and prosperous and increasingly
integrated into the international economy. The leaders in Beijing get many of
their ideas for economic and other reforms from observing what works in Taiwan,
Hong Kong, Singapore, South Korea and other rapidly developing Asian economies.
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:fAs you know better than anyone, we should do what is in the US national interest

/ when it is right. The PRC's position in the middle east crisis has been established

with its absention on the recent UN vote. The PRC's future position on middle
east issues will be governed by the PRC's interests in the middle east, not by
anything the US does for Taiwan.

Finally, the question is, what is right? It is right that Taiwan be in the

GATT. It is not right that Taiwan continue to be excluded. If the US is to
continue to be a world leader, we must take the lead on issues that are right.

If we move to support Taiwan's application to the GATT, the other trading nations
will join us. If we continue to hold back, the others will continue to hold
back.

Mr. President, Taiwan applied a year ago for entry to the GATT. While the US has
supported its application, our support has been lukewarm and we have held back
from pressing for Taiwan's immediate entry and done nothing to help establish a
GATT Working Group on Taiwan. Meanwhile, a Working Group has been considering
the PRC application for some time. I strongly recommend that you take the steps
necessary to support the entry of Taiwan into the GATT as soon as possible.

Mr. President, as Chairman of the USA-ROC Economic Council, I have not gotten
involved in a major issue like this since the Taiwan Relations Act in 1979. In

my 14 years as Chairman I have felt it important that the Council stick to business.
But this is a major economic issue with significant business implications. I

think that it is right, and that it is in the US' and the world's interest that
Taiwan be in the GATT soon.

Thank you for your time and consideration.

Sincerely,

David M. Kennedy
Chairman



