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Taiwan’s political transition from hard totalitarianism to soft totalitarianism to

.quasi-democracy was made possible, in large measure, by rapid, substantial,

economic change and by a set of many-faceted changes in Taiwan’s society.
This chapter focuses on Taiwan’s political evolution and the diplomatic death
and rebirth that paralleled the evolving political transformation.!

1. The Presidency of Chiang Ching-kuo

In 1971 the government of Taiwan took the first steps on a path that would lead,
eighteen years later, to the existence of two political parties competing for power
on local, county, provincial, and national levels. This path toward broadened
political participation ran parallel to another evolutionary path, one that led to a
more open civil society that possessed a greater degree of freedom of the press
and freedom of expression.

The dominant figure during this period was Chiang Ching-kuo, the son and
heir of Chiang Kai-shek, the president of the Republic of China. The younger
Chiang had served as the head of the government of Shanghai during the civil
war of the late 1940s and had proven himself to be an effective leader. During
the early 1950s he was given the difficult task of cleansing the KMT of corrup-
tion, which he did with ruthless efficiency. By 1971 he had become not only his
father’s right-hand man, but the key figure in the regime; his ascension to the
premiership in 1972 formalized his status. His philosophy and style were quite
different from his father’s. He was more the civilian leader than the quasi-war-
lord that his father had been, though one of the foundations of his power was the

. ’ .
_ garrison command, and he knew how to create coalitions of bureaucrats who

shared his views on socioeconomic modernization. He also recognized that his
nation could be torn apart by long suppressed ethnic tensions and worked to
defuse this tension by “Taiwanizing” his party and his government, bringing
more and more well-trained Taiwanese into the political system. Furthermore, as
one who saw himself as a populist, he recognized the need to further democratize
the political system, at least at its local levels.

Diplomatic Crisis and Political Activism, 1971-1976

The precipitating events in this period were a linked series of foreign crises that
led, in turn to challenges to the authority of the KMT-dominated regime within
Taiwan. And in the background, acting to underline the critical nature of each
event or set of events was the evolving relationship between Taiwan’s strongest
ally, the United States, and the People’s Republic of China.

As we now know from Henry Kissinger’s memoirs and other sources, the
roots of the problems for Taiwan, began during the late 1960s when Richard
Nixon became president of the United States. Faced with the possibility of direct
armed conflict with the PRC over the war in Indochina, Kissinger opened secret
contacts with the mainland regime.




438 TAIWAN: A NEW HISTORY

One result of these talks was that by 1971 the Nixon administration began to
take steps to end its policy of isolating the PRC. The all important first step was
the U.S. decision to support the PRC in its annual bid for a seat on the United
Nations’ Security Council. In 1971 the United States supported the PRC and the
ROC lost its position. Only in the early 1990s did some Taiwanese, led by Lu
Hsiu-lien, attempt to clear the way for the ROC to re-enter the UN, but now as
Taiwan. ‘

In 1972 Kissinger made his famous secret trip that paved the way for Nixon’s
visit to China. That unprecedented event ended with the announcement of the
Shanghai Communique. This document defined a series of steps that would lead, in
time to the normalization of US-PRC relations and thus to the isolation of Taiwan.2

The third diplomatic setback was the dispute over control of a small group of
islands claimed by Taiwan, Tiao Yu Tai. While seemingly of little value, it was
thought that oil might be found the in the surrounding seabed. Thus the Japanese
took steps to occupy these tiny islands. As the dispute escalated, Taiwan’s once
staunch ally, the United States, backed the Japanese. Taiwan had lost once again
in the international arena, this time to a close friend that had invested heavily in
its economy. The Tiao Yu Tai dispute was the harbinger of what came next, the
Japanese decision to normalize relations with mainland China.? Though Taiwan
and Japan worked out what became a mode! for quasi-diplomatic relations in the
years that followed, the Japanese action simply added to the impression that the
KMT was losing its diplomatic skills and support in the international arena.*

In the early 1970s, in the wake of these diplomatic setbacks, Taiwan’s grow-
ing middle class began to influence the shape of Taiwanese politics. Middle class
intellectuals and students, enjoying new status and wealth, began to feel dissatis-
fied with the frozen political process and the many restrictions on freedom of
expression. And the regime, once seemingly a respected member of the world
community, was now increasingly losing face. The result was a brief period of
political activism highlighted by challenges to the regime in its legislative organs
and by actions taken in the street.

On the political front such newcomers as Kang Ning-hsiang and Huang

Hsin-chieh began the loosely knit political faction that would come to be known

as the tang-wai. In the streets a series of demonstrations and open demands for
political change, led by college professors, were held. The government was not
yet ready to allow such open dialogue, and by 1973 it began to arrest the leaders

of the new political movement and fire those professors who openly criticized

the regime.’ Chiang Ching-kuo had become premier in 1971, and it was he who
had to deal with this open challenge to the KMT. He was harsh but flexible, as
he had been in postwar Shanghai. The iron fist had to be used to warn the
opposition, but the velvet glove that hid it also had to be used to show the
opposition and those members of the educated middle class still reserving judg-
ment that he could learn the lessons that open dissent signaled.

As premier, Chiang began what can be seen as a process of Taiwanization.
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There was precedent for his moves: In 1969 the KMT initiated a rapid turnover

of party executives on the county and municipal level. Taiwanese 1n mcreasing

numbers were appointed to these local committee posts. This process cqntmued
after early 1973, in the face of the student and faculty prot.ests, proving .that
Chiang was willing to continue to push for higher levels of Taiwanese participa-
tion. T’ien Hung-ma suggests that even at the top levels such as central party
headquarters, more Taiwanese loyalists were being rewarded with very visible
posts.®

There were other reforms as well, reforms that opened the way for even
higher levels of Taiwanese participation. Chiang Ching-kuo urged the govern-
ment to expand its popular base by increasing tl}e pumber of seatg open to
election by the Taiwanese in its major representat}ve organs, the 'Natlonal As-
sembly and the Legislative Yuan.” The administration committed itself to be_mg
more accessible and open and there were new attempts to curb.com%ptlon.
Next, the government provided career planning and sought closer ties with the
younger generation. Finally, it addressed social welfare concerns of workers
and farmers.® ‘

The concessions were limited nevertheless. Seeing the regime attgmpt to
reform itself and open its ranks to Taiwanese, the tang-wai thought that_ it could
push things further and in 1975 and 1976 attempted to contes? el'ectlons ‘and
demand even more changes in the basic political structure. Thls time Chiang
responded to the challenge by taking off the velvet glove,' making %976 a year of
return to the policy of arrests and repression. Now pres1denjc (Chiang Kal-shek
had died in 1975) Chiang Ching-kuo demonstrated once again that he was will-

ing to play the role of good cop/bad cop, but now as the nation’s formal leader

and not just the man behind the throne.

Ethnicity, Diplomacy, and the Politics of Resistance,
19771979

The issue of Taiwanese identity and the Taiwanese struggle for a larger role in
the government of their own country underlay the events of 1?7 1-1976. Fr‘om
1977 to 1979 the struggle that pitted pen-ti jen (native Tal'wan.ese) agan‘lst
wai-shen jen (mainlanders) again was at the center of the conﬂfcts in .the pf)htl-
cal and religious arena. And in the diplomatic sphere, the qpestlon of identity—
here meaning the formal name that the KMT-dominated s.tate‘could
take—became central and resonated with the issue of Taiwanese identity anq
Taiwanese power in the struggle between the ruling party and the tang-wai
upstarts. . \

There were important questions: Who would control the state apparatus.
Would it be the mainlander-dominated KMT or would it be the Tam{anese
tang-wai? How would Taiwan be viewed in the eyes of t.he world? Wou-ld itbea
quasi-fictional Republic of China on Taiwan or the nation that called itself the
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Republic of Taiwan? The answer lay in the ballot box, in the streets, and in the
hearts and minds of the people. And running through it all: What would Chiang
Ching-kuo’s response be? '

Throughout this period the tang-wai and other challengers to KMT power
had to face an overarching conundrum: The core basis of the regime’s—and its
president’s—power lay not in-titles as given by the constitution and as voted on
by the rapidly aging membership of a National Assembly, elected in the main-
land in the 1940s, but in its control of the key arm of Taiwan’s military and
security apparatus, the Garrison Command. This central reality continued to
color the actions of all political actors and academic observers well after the
events of the late 1970s, and during the freeze and then the dramatic thaw of the
1980s. Most observers felt that ultimately the state would win because it had a
history of using force when challenged. Even in the late 1980s, as the regime
opened itself up to sweeping change, one could find members of the educated
elite expressing bleak assessments of the viability of their increasingly demo-
cratic political system.

The last three years of the 1970s found the Nationalist regime being chal-
lenged, often successfully, in those political arenas that it had so carefully been
opened up in the late 1960s and early and mid-1970s. Members of the tang-wai,
with a deep and an abiding sense of their Taiwanese heritage, were reluctant to
identify with the mainland that the KMT said Taiwan was a province of. They
were also reluctant to accept the Nationalist’s authoritarian government, a gov-
ernment originally structured to control all of mainland China By the second half
of the 1970s the fang-wai had been able to win impressive victories in contests
for the Taiwan Provincial Assembly. In that legislative body located outside of
the city of T’aichung the tang-wai candidates were able to win twenty-one out of
seventy-seven seats. They also emerged victorious in four of twenty magistrate
and mayoral races.’

Not all went well however; irregularities in voting and in counting the ballots
occurred, as they so often did in Taiwanese elections.!? Given the atmosphere of
confrontation that had been building up, this time the voting public did not let the
matter rest. In the northwestern coastal city of Chung-li voters took to the streets
in a massive demonstration over discrepancies in the vote count. A clash be-
tween the police and the demonstrators ensued; the police station was stormed
and burned, and there were casualties.!!

Little news of that confrontation appeared in the media, but gradually the
details leaked out. That resistance could take place and demonstrations held
signaled to many that the struggle between the people and the government had
now reached a new stage. There was no question now or later about revolution or
coherent armed resistance. Everyone knew the power of the state’s military
apparatus and the general effectiveness of its security mechanisms, but now it
was shown that public demonstrations, if carefully planned, might be an effective
tactic in the political struggle.

. made by one man who would soon proved to be a major acto
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Both the political victories and the lessons of Chung-li affe;;tet(}il :};e;l ::11-11211::/16;
struggle, Shih Ming-teh. Born into a Catholic 'family from Kao-'hsmng, $1111c1l wl?(l)st
educated in a military school until implicated in a youthful and 111—‘conc§1veb ptal
against the government. Sentenced to a long prison term and subjecte : t(l) hru ”
treatment at the hands of the authorities, he became a self-mughtf]al ou
lawyer and scholar for whom confinement became the opportunity for a many
ion. . .
face;i:c;l ‘;r(ia;977, Shih took the dangerous step of involving himself in one o;'
the campaigns for a Provincial Assembly segt. It was a valuable exllﬁll-l;:;ce ir;h
showed that he could play a role in the evolving pol.mcal strug-gl'e. Shi 1 1tr111gt o
would emerge less as an ideologue than z;sla; ;tgit;gglgt and tactician, a role tha
i Mei-li-tao-KMT struggle o .
play’;ﬁ::/g:lfories of 1977 convinced the tang-wai leadership that ‘t?etter de;ys }ay
ahead, and they were convinced that further gai'ns would l?e mad.e 11; t;le e Z(;tllc:)ri
upcoming in 1978. However, few among thel_r‘ leadershlp rfsahze 1ow flﬁ o
matic events would redefine this optimistic political scenar1o. In t.he ate. a o
1978, on December 15, President Jimmy Carter anngunced that hls'e;lcg:nmsl 2f
tion was going to formally recognize the PRC.M Thls me'fmt the wit ( awz; o
formal U.S. diplomatic recognition of the Repgt?hc of China, abrog?tjlon 0 )
ROC/U.S. defense treaty, and withdrawal of military persgnnel as o anu?rrhy é
1979. The shock waves were not as powerful_ as they mlgl}t have be?n. 'th‘era
were carefully staged protests and media critic1sm of tl}e United States; :1»111 (;nin
few months, however, a new quasi-formai rel?glonshlp, generally modele
ion after that with Japan, was 1 place.
Som?[flisgf; from the Carterpannouncement to thf: D§c§mber 19, 1972 Ki?l:
hsiung Incident—a violent clash between tang-wai act1v1st§ h01.d1n§ a er;lthe
stration and KMT-hired agent provacatuers anfl 10(1:21 pollf:e in .oxit of o
railroad station—was a difficult one for both.s‘1des. The. inner circle o th:
tang-wai, NOW publishers of Mei-li-tao, a polm.cal magazine that became e
voice of the fang-wai leadership, planned a series of protests.The govermfi;el
tried to keep the Mei-li Tao leaders off balance, haras.sed them whegever dposg; e%
and leaked stories to the press about their personal lives that conjtamed gtal ] od
prurient interest. Nevertheless, ways were found to meet, convey information, an
ew demonstrations.!? o
pla'anz IIl(ea‘l?‘cg-(ilesrinung Incident, marking the climax of_ a year of fzonfrontatllons, (115
recognized as a pivotal event in modern Taiwanese hls'tory and is already legtenbf-=
ary. The tang-wai leaders were planning a rally of thlrt.y t.housand peo;; i 0 o
held in the south and another equally large one for Talpel a few days ;fé,b
December 16. As it tuned out, that second demonstration was never he e-
e violent clash in Kao-hsuing. .
caus/i: f;}‘i day for the rally drew closer, KMT pressure grew as well, gvrch
increased surveillance and constant harassment of core Mei-li-tao members.
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Their phones were tapped and their movements followed and noted. This con-
stant pressure concerned the Mei-li-tao leaders for they knew full well that the
KMT held real power—and the legal system to justify the actions that the party
cadre took. The KMT also controlled the media and was thus able to give its own
spin on whatever took place. By the fall of 1979 it was clear to all that the
tang-wai and the governmental authorities were ready for a large scale con-
frontation. As a warning of what was to come, a day before the rally in
Kao-hsiung a Mei-li-tao staff member in Kao-hsiung was attacked. The core
leaders also knew that thugs at the beck and call of the authorities were being
mobilized to be used as shock troops and instigators once the rally began.

On the evening of December 10 in Kao-hsiung, when the leaders got word
that the police had blocked the original march route, alternative routes were
planned. Tang-wai activist Lu Hsiu-lien expressed how she felt that fateful night
Jjust as the rally got underway '

I sensed that something dangerous would happen that night. Things were out
of control. If I were smart enough, I could have left right away, but of course I
didn’t. I met Chang Chun-nan outside the office and we went next door to get
some dinner. He also agreed that something terrible was about to happen. But
all we could do was wait and see.!8

Lu and the other tang-wai leaders then got on the platform of a truck that was
part of the parade. Events were now set in motion.While she and some of her
compatriots expected the worst, no one really knew how far things would go.
Their strong resolve to keep matters under control seemed to melt away when it
became clear that the government was prepared to use violence in the name of
maintaining its hegemony. They made inflammatory and provocative statements,
giving the authorities the opportunity to take action.

While important steps had been taken to avoid further confrontation, it was
clear that a-critical mass had been reached: Those on the truck who saw that they
and the marchers were indeed under attack by police with tear gas took micro-
phones and rallied the assembled multitude to stand fast in the face of the
challenge. They called on the people to join together but also warned them to
avoid violence. Violence did occur, however. After further confrontations and
invectives, the demonstrators dispersed and the leaders reassembled. Realizing
that the area was swarming with secret police, they traveled north to the old city
of Tainan and attempted to reassemble at the Tainan Hotel.!?

Within a few days, authorities arrested those Mei-li-tao leaders they could
apprehend. Among these were Yao Chia-wen, Chang Chun-hung, Lin Yi-hsiung,
Lin Hung-hsuan, Ch’en Chu, and Lu Hsiu-lien. Shih Ming-teh, the Lenin of the
movement, escaped capture for a few months and his American wife was de-
ported. The government had made its intentions clear. The days of demonstra-
tions by the tang-wai were over, as was the period of quasi-liberalism. The
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regime had to struggle for diplomatic survival and would not allow political
activists to give the impression that the Nationalist government was unstable.

Chiang Ching-kuo’s iron fist put an end to dissent.?
Repression and Protest in an Ongoing Struggle, 1980-85

From 1980 to 1985 the Chiang regime attempted to turn the clock back on

certain fronts while moving ahead on others. The tang-wai’s challenge to the

regime was suppressed in the most public manner possible, and the government
ied to limit freedom of speech.

" But these public actioIr)ls were not the only story. Without fanfare, the KMT-

ruled government was continuing to open itself up to '[jal\‘kvanese and was taking

steps to expand some freedoms even as it attempted to ‘hm.lt othe:rs. .

The opposition went through a period of disorganization, bitter 11_1tema1 con-
flict, and considerable soul searching. It was able to develop new taf:tlcs, reﬁmng
the use of street demonstrations, for example.?! It was able to survive bec?use it
had leaders who even from prison were able to keep the faith' alive by their very
visible martyrdom. Scholars have also argued that he ongoing KM'.F-tang-wal
conflict was in large measure made possible by a surge of demonstrations by the

ople against the state. ,

> "P}he I%ew middle class and the working class were emboldened to confront the
government and demand that the regime take their problems seriousl){. Farmers
held demonstrations demanding that the government deal wiFh the declining state
of agriculture and with the problems that the ever dim‘mlshmg number of small
farmers; faced in an agrarian world increasingly dommaFed by large corporate
farms 22 Other groups were similarly emboldened. Env1rf)nmentahsts demon-
strated on specific sites, for example Lukang, where a major factory was to be
built by Dupont. In this battle the people prevailed and' an environmental move-
ment began to take shape.”> Woman took to the qullc thoro}lghfares‘ as _well,
demanding changes in the law and government act19n regarding the illicit sex
industry. Labor groups became more militant and actlve,. and the forced caln_l of
carlier decades disappeared as workers demanded more nght§.24 Various factions
within the opposition took this as their cue and used the tactic of the demonstra-
tion to publicize their cause. o ‘

During the he early 1980s, many grass-roots organizations e.lnd pl%bhc‘ foun-
dations were created to deal with local issues or specific public policy issues.
These were not as dramatic as the larger movements and the more controversial
demonstrations, but they did serve to explore issues and raise consciousness even
as they helped deal with problems the government had neglected.?’ .

This activism suggests that the first half of the 1980s can be seen as a period
of middle class activism on Taiwan. This, in turn, provided a context for the
political struggles between the two major political players, the KMT and the

as-yet-illegal tang-wai.?6




444 TAIWAN: A NEW HISTORY PRAGMATIC DIPLOMACY 445

harass it. The church leaders were often intemperate in their remarks and cult-
like in their loyalty to their leader, but they posed no real danger to the state,
which nevertheless decided to show that any voice of opposition, even one so
marginal as this Pentecostal church, would be silenced.*

Oppression was not the only policy the state pursued during this period. It
continued opening the system to those Taiwanese not committed to a radical
course of action. We see this in the role played by Y.S. Tsiang. From 1977 to
1984 he recruited intellectuals to work with the party. On a more local level,
Sung Shih-hsuan, who was then the chairman of the Provincial Party Committee,
introduced a social service orientation to local-level party work. This may have |
been to counter tang-wai efforts as well as the social activism of the PCT and the
equally pro-Taiwanese and socially conscious Maryknoll order.?* These were |
important steps, coming as they did at a time when the state was attempting to
keep grass-roots political forces in check. In effect it was beginning to set up a i
system that would pit the Taiwanese intellectuals against those sympathetic to
the tang-wai. Given the quality of the people recruited, especially young West-
ern-trained intellectuals and activists, it seemed to be an effective program. |

The government also took steps in the religious arena to show flexibility and
openess. The Yi-kuan-tao had been planted on the island in the 1940s and had
remained as an underground shamanistic cult with a folk Buddhist and syncretis- |
tic belief system. The state believed it posed a danger but a number of key
figures including Chou Lien-hua and Chu Hai-yuan of the Institute of Ethnol-
.ogy/Academia Sinica lobbied on its behalf and wrote articles advocating that the
organization be legalized, which the state did in the mid-1980s. ;

The tang-wai continued to have internal problems during the early 1980s.
The “non-party” seemed to have recovered from the actions the regime had taken \
in 1979 and 1980 when, in 1981, it fielded candidates under a united nonparty
slate. However, by 1982 intra-party conflicts and frictions did surface as intellec-

‘ ‘ . At the 'heart of this many-faceted struggle were the key leaders of the Kao-
hs%ung Incident. Most had been arrested in the early weeks of 1980, but Shih
Ming-teh managed to avoid capture. He remained on the run for the next few
n months vgith the help of administrative leaders and personnel of the Presbyterian
‘ ! Church on Taiwan (PCT), including General Secretary Kau Chih-min and Joyce
o Chen, a member of Kau’s staff. When Shih was captured and arrested these
: M N Presbyterian officials were also arrested and put on trial in court proceedings that
;‘ i'r followed the public trial of the Mei-/i-tao leadership,
L From mid-December, when they were arrested, until the opening of their trial
: the defendants went through periods of psychological and sometimes physical tor-’
. ture and seemingly endless periods of interrogation.?” The authorities finally got
:- | what they wanted—a signed confession from Shih, Lu, and the other defendents.2®
. The trial took place in two phases. The first was a preliminary hearing that
i i | lasted al?out twenty-one days. The formal trial lasted from March 18 to March
;‘ L 28. ]?urmg the trial, Lu Hsiu-lien and the others retracted their confessions,
; arguing that they were involuntary and made under great duress.
| | Tpe t‘rial was covered closely in the Western press and by human rights
| E‘” ,\ organizations. The Taiwmese public and foreign observers considered it to be a
g major event, one with moments of high drama. When all was said and done, the
s.entences handed out were harsh. Shih Min-teh was sentenced to life. Lu }isiu-
iy lien received twelve years. Others received similarly long sentences.?®
| Shih-Ming-teh, the convicted leader of the Mei-li-tao faction, was treated
f ; more harshly than most of the others and was sent to the infamous Green Island
£ facility, as was the Secretary General Kau Chih-min.3° 4
i 1}‘ Lu Hsin-lien was released from prison in 1985; most of the others were
T released in 1987, and Shih Ming-teh was released in the late spring of 1990.
Kau Chih-min was not released until the summer of 1984. The government

u‘.;j‘ ’ was warning the PCT to keep out of politics and to stop demanding human rights |
! “'h; for the Taiwanese. The conflict between the PCT and the Chiang regime had tuals and writers challenged the tactics of the tang-wai officeholders. These ‘
1 been under way for almost a decade. In the seventies, the church attempted to intellectuals felt that working within the system and thus supporting the state by
"',i[i ) pu‘bhsh wgrks in Romanized Taiwanese, and when the government confiscated participating in the political process was wrong. The office holders disagreed and
faie this material, church leaders appealed to the Carter administration then in the further refined their stand arguing for fighting for votes and seats, developing

working relationships with KMT legislators, and attempting to develop contacts
with county and local elites, much as the KMT had done in the previous decade

N ) ,‘ midst of its human rights offensive. During the Mei-li-tao period a number of
.
The conflict hurt the party, and it lost ground in the 1983 election. ‘

il key tang-wai members were linked to the church, and church leaders such as

John Tin of the Tainan Theological Seminary had been consistent vociferous
opp(.)nents of the regime. The trial of the church leader and the murder of the Lin
family members3! were evidence that the state would no longer tolerate the
church’s participation in the secular world of Taiwanese politics.32

Th.e government’s policy of repression took other forms as well. The small
and hlghly radical New Testament Church had established a community on a
mountain in Tainan county, about an hour’s drive from the island’s western coast
In early 1980 the church, led by a man named Elijah Hong, was driven from the:
mountain and in the years that followed the government authorities continued to

As a result of the conflict a permanent tang-wai office was set up to deter-
mine policy and define ideology. It would act as defacto party headquarters and
would serve as the nucleus of a formal party center if and when the opposition
was given legal status.?®

‘The early 1980s was a period of repression and also of confrontation. In the
view of contemporary observers, the state could not go too far. The key leaders
of the tang-wai and Presbyterian Church had been put in prison but the social ‘
forces unleashed by Taiwan’s economic transformation had led to a new sense of
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activism outside of the proscribed political arena. This, in turn emboldened the
tang-wai which readied itself to again challenge the state in a dramatic fashion.
That challenge and the regime’s response took place during President Chiang’s
final two years of power.

The Last Years of the Second President Chiang, 1986—-1988

By early 1986 there were rumors about President Chiang’s health. The questions
asked often centered around questions of succession and continuity. Despite this,
the president continued to demonstrate that he could still direct policy and trans-
form Taiwan.3¢

In March 1986, Chiang Ching-kuo appointed a twelve man ad hoc committee
of ranking officials, all of them members of the party’s Central Standing Com-
mittee, to recommend reform measures. They were to study the termination of
martial law, the lifting of the ban on rival political parties, the reorganization of
the national parliamentary organs, the enlarging of the representation of native
Taiwanese in'these bodies, and the reform of the KMT.

However, some conservatives in the party felt things were going too far
and opposed major sections of these proposals. In the summer, the govern-
ment, perhaps as a means of placating these conservatives, jailed several
opposition leaders, including Lin Cheng-Chieh and Chen Shui-Pien, a Taipei
city councilman. The opposition responded by holding a number of demonstra-
tions and rallies, which, though illegal under ROC law, were attended by thou-
sands of people. The government took little action, perhaps because, Paris
Chang suggests, the events in Korea and the Philippines demonstrated what
could happen to regimes that did not respond to the demands of an educated
and frustrated middle class.

The tang-wai made Chiang’s task easier, in a sense, by forcing his hand and
making him respond with major changes in policy to the challenge the opposi-
tion issued on September 28, 1986-—135 leading members of the tang-wai “de-
fied a long standing ban on new political parties and announced the
establishment of the Democratic Progressive Party. Emboldened by the mood of
the public and by their support for change, these leaders decided that they would
attempt to dictate the pace and direction of political development. It was they
who would pick the issues, choose the arenas, and set the rules, appealing to the
masses to support these bold initiatives.”37

Rather than suppress this step, Chiang held the hard-liners in his party in
check and on October 8, 1986, pushed for the Central Standing Committee to

-face and adjust to the new realities. He was met by opposition, and days past as

he pressured the leaders to take the steps he felt were necessary. He argued that
he himself had called for major changes and that the CSC had discussed these
initiatives and the ways they might be implemented. By October 15 he was able
to push through a resolution that lifted the decades-old decree of martial law and
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relaxed the ban on organizing opposition parties. By taking this step the govern-
ment legalized the new party the tang-wai had established. The DPP 001_11d now
organize and put up candidates for elections to the major legislative bodies. The
KMT, on the other hand, was secure enough in its ability to build a grass-roots
base and its quite sophisticated political structure to believe that it could deal
with the challenges of the opposition. The KMT had become a very knowledge-
able actor in the arenma of local politics, and Taiwanese were the key KMT
activists on the scene.?

On December 6, 1986, the first legal two-party election was held. The DPP
fielded forty-four candidates and won twelve of the seventy-three open seats in
the Legislative Yuan. More importantly, in key areas, the DPP candidates were
top vote getters. The real balance of power was not affected, but .the vote gqttlng
potential of the candidates of the new party was seen as a warning to President
Chiang and the ruling KMT.%

In the summer of 1986 further steps were taken to implement other ele-
ments of Chiang’s reforms. On October 15, 1986, the government lifted mar-
tial law. The system of extraordinary measures that provided the government
and the ruling party with much of its real power was now taken away. A new,
revised national security act replaced it, and although it contained its own
restrictions on political rights and freedoms, it was clear that a page had been
turned. The long overdue revamping of the constitutional framework of the
state’s power could take place in the framework of this new and less restric-
tive document. ‘

The president also took steps as well, steps to transform Taiwan’s relation-
ship with China. One step was to allow the citizens of the ROC to convert 'the
national currency (the New Taiwan Dollar or NTs), without limit into forelgp
currency. The government took another related and even more dramatic step—it
lifted its restrictions on travel to the PRC.

These changes opened the mainland to those of mainlander background who
still had family there as well as to those Taiwanese who traced their descent fr(?m
ancestors who came from the Minnan counties and prefectures of Fukien. Main-
landers went home by the hundreds of thousands. Taiwanese took the opportu-
nity to discover their roots and engage in religious pilgrimage.*0

President Chiang died in January of 1988. He chose as his successor, a
Taiwanese Presbyterian named Lee Teng-hui. The Taiwan Chiang passed on to
Lee was a thriving economic entity that possessed a sophisticated and stable, but
still evolving, political system.

II. Taiwan Under Lee Teng-hui, January 1988—
December 1994

Lee Teng-hui was born on January 15, 1923, in the village of Sanchih near
Tam-sui, northwest of Taipei He was such a good student that he became one of
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the relatively few Taiwanese during the Japanese period to go on to university,
studying at Kyoto University. When he returned to Taiwan at the end of the war
he continued his education at T’ai-ta. Here he received a B.S. in agricultural
economics in 1949, the year of the fateful Nationalist retreat to the island, and
went on to teach at T ai-ta and then to earn a masters in the United States. From
1955 to 1957, he taught at T’ai-ta and also served as research fellow at the
Provincial Taiwan Cooperative Bank. - ‘

He entered public service in 1957 when he began what would be more than
twenty year association with the U.S.-ROC Joint Commission on Rural Recon-
struction. During the same period he also served as an adjunct professor of
economics at T’ai-ta and taught at the Graduate School East Asian Studies at
Cheng-chih University (Cheng-ta). During the 1960s he returned to the United
States for further graduate studies. In 1968 Lee received a Ph.D. in agricultural
economics from Comell. His return to Cornell in 1995, as an alumni and as the
president of the Republic of China, would stir up an international incident.

When Lee returned to Taiwan he resumed his career as a bureaucrat and
academician. However, he was gaining a reputation as a skilled politician as well
as a scholar-bureaucrat and rising in the ranks of a Taiwanizing KMT. In 1978
he left the JCRR and served as Mayor of Taipei until 1981. He then was ap-
pointed governor of Taiwan province, serving from 1981 until 1984. He as-
sumed the vice presidency under Chiang Ching-kuo in 1984 and when Chiang
died on January 13, 1988, Lee took over as his successor.*! :

First Steps in a New Domestic Policy, January 1988—
December 1990

Lee first gained control of the KMT and then used his power to fight challenges
to his programs and policies in both foreign and domestic affairs. This proved to
be an ongoing challenge to an ethnic Taiwanese who was fighting to gain author-
ity over a party still dominated by wai-shen jen who were, on the whole, more
conservative than the Taiwanese technocrats brought in by Chiang Ching-kuo.
Over the course of his first half year in office, Lee demonstrated that he had
the ability to build that all-important relationship with the party. He was able to
consolidate his leadership authority and demonstrated this at the KMT Congress
in July of 1988. At that meeting he received an overwhelming majority of votes
from the 1,300 delegates, who endorsed his elevation to the post of chair of the
KMT. He went even further in securing his position. He was able to reshuffle the
party leadership, naming thirty-one party members to the Central Committee,
sixteen of whom were Taiwanese. For the first time in its history, a majority of
the party’s key decision making body was now held by pen-ti jen.*> As Parris
Chang observed, the committee “ . . . younger and reform minded, includes the
first representative of labor, and includes a woman member for the first time.”*
Lee was also able to reshape the Executive Yuan in the weeks following this
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crucial party meeting. He retained the premier, Yu Kuo-hua, a mainlander from
Chekiang, who continued to serve as head of the cabinet, but reshuffled the rest
of the members of this key administrative/policy making body. He appointed
many younger men and chose other Taiwanese to serve as ministers. Key posi-
tions in this new cabinet were held by Taiwanese, including the minister of
foreign affairs and the minister of finance. Lee’s choice for finance minister was
a woman, Shirley Kuo. In making this appointment Lee twice shattered prece-

dent. The cabinet that Lee appointed also reflected his own class/educational -

background, for it included fourteen individuals with Ph.D.s from the United
States.*

While this was an impressive start, Lee learned in the months that followed
that there was more to cabinet and party politics than having one’s people in
place. He faced a very different KMT from the one his predecessor controlled.
The complexion of KMT representatives in the Legislative Yuan had changed.
Newly elected, second generation mainlanders formed their own faction, seen by
some as “young Turks.” They were openly hostile to KMT’s hierarchical prac-
tices and to the way the party carried out its political affairs.#> The era of strict
party discipline within the KMT was drawing to a close.

That Taiwan had now entered an era of two-party politics was demonstrated
by the both the campaign and the results of the of the 1989 elections. The elec-
tions were held on December 2, 1989, and were the first multi-party elections in
forty years. Being contested were 101 seats in the Legislative Yuan, 77 seats in
the Provincial Assembly and 94 seats on the Taipei and Kaohsiung city council, as
well as the seats of mayors and county magistrates. The DPP and the KMT went
head to head in these races and an estimated 70 percent of Taiwan’s registered
voters cast ballots. Each party held rallies during the formal campaign period, and
the audiences at these rallies increased as the actual day of election neared.*

Although the KMT won the elections, the DPP made a solid showing for
itself in this first major post-Chiang-era contest. DPP candidates captured 21
seats in the Legislative Yuan and as a result of winning these seats gained the
right to introduce legislation. The DPP also won the battle for county magistrate
in Taipei County when You Ching beat his KMT opponent*’ James Soong, who
_was then serving as the KMT’s secretary general, and who would in 1997 be-
come the embattled governor of Taiwan Province. The DPP managed to take 7
of the 21 county magistrate seats and altogether won a total of 65 seats. Some
observers, mostly those from outside the nation, considered this a victory for
democracy, but to the KMT officials, who were not used to an open and compet-
itive system, the results were seen with foreboding: In the opinion of these
conservative party members, Taiwan had entered a new and dangerous period,
for it seemed to them that the time when the KMT’s long-held power would slip
from its grasp was approaching.*8

The election was a clear and direct sign that substantive political change was
under way. For the new president, striving to control his party, it meant more
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worries. Those high in the party ranks who were unhappy with his liberalism and
his Taiwanization were all too willing to see the party’s loss as a sign of his
weakness as leader. Lee recognized this and quickly took the offensive. He set
up a party task force that was instructed to implement party reforms. He also
ordered that a detailed review of KMT plans for recruiting and training young
talent be initiated and that the party examine the results of its new policy of
holding primaries as a way of choosing its candidates.4?

~ He faced other inter party challenges as well during the late months of 1989,
Major disagreements about Lee’s foreign policy and initiatives concerning the
PRC proved to be the starting point for a new wave of KMT factionalization.>
These disputes over external policy resulted in the evolution of two different
power blocs at the highest levels of the ROC’s government. 5!

In early 1990 the process of factionalization and bloc building went even
further. Now domestic issues forced the process of faction building. Lee created
his own crisis and a new round of inter-party conflict when he announced that
Lee Yuan-tsu would become his running mate as he went through the formal
processes to become president. The more conservative mainlander faction within
the KMT opposed Lee and threatened to run a challenger against him, which was
unprecedented. Rather than face such an open challenge to his power at this
moment in the late winter of 1990, Lee Teng-hui compromised. Once the elec-
tion for president was over—an election conducted in the National Assembly,
Lee made Hau Pei-tsun—a mainlander, a career military man, a strong supporter
of the one ROC’s (and the PRC’s) one China policy, and a strong advocate of
law and order—the new premier.52 ‘

Hau’s ascension was seen by observers as marking the formal creation of two
power blocs or factions. The “mainstream” faction, centered around the president
and made up largely of Taiwanese, was pragmatic and reformist in nature. Pre-
mier Hau was nominal leader of the “non-mainstream” faction. It was made up
of mainlanders and its members were more conservative and hard line in their
views on both domestic and foreign policy. The struggle between these two
factions was central to KMT life during the months from spring 1990 to the
months after the dramatic elections for the Legislative Yuan in December 1992.

In March 1990 President Lee learned one of his most important lessons. It
was that he needed to make large-scale compromises that would allow him to set
the stage for even more dramatic and substantive changes in Taiwan’s govern-
mental and political system. The KMT’s own factional conflicts helped to pre-
cipitate the dramatic and potentially chaotic event. The threat to the presidential
election was seen by many people on the island, especially college students, as a
bid on the part of some old party types to put a halt to Lee’s reform movement.
A group of students decided to take dramatic action to push their own sociopolit-
ical agenda, one that was surprisingly in line with Lee’s own program.

From March 16 to March 22 students from Tai-ta and other universities
engaged in a dramatic act of political theater that reminded many on Taiwan
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and elsewhere of the student movement in the People’s Republic of th‘e previous
year.>? Choosing the location well, the students occupled the area just inside
the main gate of the Chiang Kung Memorial Park, taking over the stegs of the
major concert hall/national theater complex near the very heart of “official
ipei.”34 .

Talr')l“he students, like those in Beijing a year before, began hunger strikes, and
many wore headbands with political slogans written on t.hem. The shadow of the
events of the spring of 1989 in mainland China lay heavily on these sj[udents‘and
on the members of the Nationalist government they were demor.lstratmg against.
However, they and the members of the KMT-domin?ted regime had learne‘d
much from the shattering events in China and their painful af.termath—-the Tai-
wanese students made clear and realistic demands. They dx‘d ‘not expect too
much, but aimed for things the regime could and might be Wllllng to do. They
were also careful not to cause the government to see the actions they took as a
direct threat to social stability and to the established political order. ;

Their demands centered around matters of political process and were m(?der-
ate and quite pragmatic in tone. The students called ‘f(.)r an end to Phe National
Assembly, retirement of key mainlanders whose posmon‘ in tthe legislature was
frozen in time and place, a timetable for full democratization, and a general
revamping of the constitution. These were demands that, for t_he mf)st' part,
members of the government and members of the moderate. factlon_ within tl}e
DPP could agree to and thus they could be seen as pushing President Lee’s
government further along a road it was already taking. . .

But a formal negotiation process had to take place. Chu Hai-yuan, a promi-
nent sociologist, was brought in. He was known by students and by the govern-
ment as one who could serve in the role of honest broker. And as he had done in
the past, he was able to talk to both sides and find common ground.>?

'fhen, with his election secured, President Lee visited t.he stu_dents. He told
them that he was committed to convening a high level' and inclusive conferenc.e
that would study the needs of the ROC. This was an 1mp0}'tant statement for it
showed the students that he saw their point, agreed with .thelr call fo'r change and
was now -going to plan a conference that would _dc.eal_ with the sp§c1ﬁc demands
they, the students had made. This settled the crisis in a way satisfactory to all
concerned and paved the way for the National Affairs Conference—the Kuo-

ih-hui > ‘
ShlhThe National Affairs Conference took place from June 28 to July 4, 1990.
It was a dramatic and highly publicized event that was covered. c}osely l?y the
island’s now more open media. Many important figures participated in the
conference.’’ '

Those chosen as chairs were a diverse group, albeit all mal'e, tha‘t demon-
strated how wide a net Lee and his regime wanted to cast.>® Dellberatloll.s went
on as planned and formal and informal socializing went on as well, breaking tpe
ice between long time political opponents and between the government and its
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critics. The exchange of ideas was lively, and basic agreements were reached by
all parties concerned before the final session was over.

Five large sets of issues provided a core of subjects for deliberation. (1)
Substantive parliamentary reforms. The issues of the retirement of members of
the National Assembly and the reconstruction of that legislative body were the
first to be dealt with. The National Assembly was a hybrid body and can be
thought of to Westerners unfamiljar with its role and its functions as the rough
equivalent of a U.S. Senate that could act as ar: annual constitutional convention.
(2) The nature of local governments on the island. Questions of the provincial
government would be taken up at the Consultative Assembly—a National Af-
fairs Council Part II held in late 1996. Just how these governments might be
changed—whether by following the explicit text of the constitution in place in
1990, or by introducing new sets of amendments that dealt with local govern-
ment as it existed in 1990 and not in 1947—was discussed. This seemingly small
issue turned out to be crucial, for there were questions of institutional overlap
and over-governance of a place that was both (or either) a small nation or a small
Chinese province. (3) The structure of the central government. (4) The constitu-
tion. Whether it needed to be revised, amended, or fundamentally rewritten. (5)
Relations between Taiwan and the mainland.>®

The -National Affairs Conference gave Lee Teng-hui the opening he
needed. He was able use the symbol of the inclusive conference and, more
importantly, the results of that conference as a much-needed mandate for
reform. He convinced the citizens of Taiwan to see the conference as a
clarion call to transform the structure and the role of the National Assembly.
The members of the newly reconstructed legislative body would then use
their institution’s mandated powers to amend the ROC’s constitution. These
amendments would transform the very nature of presidential, cabinet level,
and legislative operations and politics in the Republic of China. The end of
the National Affairs-Conference signaled an end to a period of relative accord
between the two major parties. By the fall of 1990 the intra-party battles
began once again with more than their usual fury.

Besides being a foreign policy issue, Taiwan’s relations with the mainland
were also closely connected with perhaps the most vexing of domestic issues—
Taiwanese independence. To talk about reunification with the mainland was to
wave a red flag in the face of the many DPP members who openly supported
independence. In the fall of 1990, members of the DPP looking ahead to their
attempt at securing the gains made at the National Affairs Conference, as well as
to those political battles that would take place in 1991, brought the “reunification
versus Independence” question to the foreground. The KMT was not simply an
observer or a player that reacted to its opposition’s tactics. Rather, its leaders
forced the DPP to act and make its stance public. In previous months the KMT
had developed agencies to deal with the expanding level of PRC-ROC relations
and set up a National Reunification Council. Its information agency had also
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begun to publicize the KMT’s hopes for eventual PRC-ROC unification.®® After
a flurry of statements, the Government Information Office llowe‘re.d the level of
thetoric.5! However it also announced the results of public opinion pqlls that
showed that the public was against independence and for talks on pnlﬁcatlon.éz
The DPP responded to this campaign for unification by stepping up the lfavel
of its own rhetoric on the issue. A DPP legislator raised the issue in the Legisla-
tive Yuan, knowing what the regime’s response would be.® '
The escalation continued a few weeks later when the DPP announced that it
planned to establish a committee to promote the independ.ence movement, sug-
gesting that by taking this dramatic step they were pressuring the gov'ernment to
take action on governmental reforms. The government responded with forceful ‘
words. Shaw Yu-ming, then the director general of the GIO, issued a-st.atem‘ent |
condemning this DPP action, taking care to cite ROC laws .that prohlblteq just \
such a step.®* The stage was now set for the battle over the 1nd§pendence issue ‘
that would take place a year later during the election campaign for the new ‘

National Assembly.

1
Overview: Political Evolution, Political Conflict and :
Institutional Change, 1991-1994 |

|

Each of the four “political years” beginning with January 1?91 was dramatic in
its own way. Winter and spring were the times that the leglslamres met to pass ‘
important legislation and the executive’s budget.. Dur'mg .the summer th'e
1egis1atures would recess and parties would hold their primaries. Wlt.h the pri-
maries over, the candidates would plan their fall campaigns foF reelection. In the 1
fall the legislatures would reconvene and the election campaigns would gather‘
steam until the day late in the fall when the elections were held. The struggles for
institutional change, the infighting within the ranks of the KMT and the battlt?s
between the two and, after mid-1993, three major parties would take p}ace in
these legislative and executive arenas as well as in the streets, in the. print .and
electronic media. In some years the political conflicts would even spill out into
the streets of the capital or other major cities. o

On Taiwan, during this dramatic period of four years, the con'st.ltutlonal
changes of one year prepared the way for the transformation of the political/gov-

ernmental process of the next.

Constitutional Reform and the Elections for the New
National Assembly, 1991

During the early months of 1991, as the crisis in the Pers.ian Gglf raged. o

threatening the ROC’s access to oil, Lee Teng-hui and his faction w1t_h1n tlze
KMT pushed ahead to fulfill the promises he had made to reform the 1sland.s
political system.5> The first step was to transform the National Assembly. This
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The DPP’s fifth national convention platform called for the establishment of

¥ meant that-the current Assembly would have to introduce legislation to dismantle
| a Republic of Taiwan. In an almost unanimous vote the 350 delegates called for

the very legislative body they were members of. A new National Assembly

would be elected at years end, an Assembly whose members truly represented
the Taiwan of 1991 and not the China of 1947. It was this second incarnation of
the National Assembly that would formally make many of the constitutional
changes that had been decided on,%6

By the time the National Assembly adjourned in late April, it had ended the
“Temporary Provisions Effective During the Period of Mobilization for Suppres-
sion of the Communist Rebellion”—the formal statutes set up to deal with the
civil war in China in the late 1940s and the legal foundation of the KMT dicta-
torship on Taiwan. It had also reduced the size of the National Assembly from
613 to 327 seats, cut the number of seats in the Legislative Yuan from 220 to

161, and reduced the terms of National Assembly members from six year terms
to fours years. The newly elected and much smaller body was to be elected in the
late fall and was to make further constitutional changes at its sessions in 1992.67

The Democratic Progressive Party, however, did not participate in all of the
National Assembly’s proceedings. DPP members did not like the way the KMT
had engineered this special session of the National Assembly, and on April 16
they walked out, boycotting the remainder of the meeting.%8

In mid-May, the Legislative Yuan rewrote the laws governing sedition. Under
the new statutes, sedition was defined as criminal law to be dealt with through
regular channels, and was no longer considered treasonous. The legislators, the
press, and the public saw this action as a genuine step toward democracy.®
Changes in the election law and in the way the members of the new National
Assembly were to be elected created new inter-party conflicts. The KMT major-
ity in the Legislative Assembly introduced a “one ballot” system of proportional
representation. The DPP opposed the new system preferring, instead, a separate
popular vote for the special seats. Its representatives argued that the KMT, as an
older, larger, and more visible political entity, would get more votes from those
voting a straight party ticket.”

By September, what had been a lull in the DPP/KMT conflict ended, as both
sides looked ahead to the December elections. The government began cracking
down on the U.S.-based “World United Formosans for Independence,” and other
pro-independence organizations.’!

Matters escalated further in late September. The DPP, testing the new statute

on sedition, came out publicly and called itself the party of independence. A few
days later the government moved-to resolve the conflict over the right to cam-
paign on the issue of independence by setting up a task force to study the
sedition statute that was at the heart of the evolving KMT-DPP struggle.”

This seeming compromise did not mean that the KMT had lost its taste for
battle. On October 2 it announced its candidates, stating that it planned to win
three fourths of the seats in the National Assembly with a party slate many saw
as formidable.”? '

a plebiscite that would allow Taiwanese citizens to vote on the issue, thus mak-
ing independence the central issue in the vote for the National Assembly.”

The battles between the KMT’s calls for reform and the DPP’s call for an
independent Taiwan raged on until election day in December, when tbe public
made it clear that it considered the DPP’s campaign, centering as it did on the
issue of Taiwanese independence, misguided. Nine million voters went to the
polls and gave the KMT 71 percent of the vote and 254 seats in the Second
National Assembly. The DPP received only 24 percent and 66 seats.”

The New National Assembly, the Process of Constitutional
Reform, and the Elections for the Legislative Assembly
(li-fa yuan), 1992

The internal struggle between the two factions of the KMT became dramatically
evident in the middle of March 1992 when party delegates convened for a
meeting of the Central Committee. The topics discussed at this meeting con-
cerned the terms of the president and the members of the National Assembly and
the Legislative Assembly, and the way the president and the vice-president were
to be elected. .

The National Assembly soon began carrying out its mandate for constitu-
tional change-by moving ahead on the terms of the Legislative \.’uan and Fhe
présideﬁt and vice-president, but went no further: The issue of direct election
remained a contentious one.

This lack of KMT action gave the opposition DPP the weapon it needed to
attack its rivals. The DPP at first kept its fight in the halls of the National
Assembly but then took its battle to the streets. Two days later, DPP leaders
called on President Lee to talk to the demonstrators and the DPP leadership.”¢

The DPP dissent was making itself felt on the National Assembly, although
the KMT was not yet willing to accept DPP demand for direct elections The
assembly did move quickly, however, reducing the twenty-one proposed amend-
ments to nine more workable amendments. Included in these were changes in the
terms of office for the president and legislators. Also included were protections
of aborigine rights and culture. Concessions had been made to the DPP but thqse
were not deemed sufficient, and it continued its opposition to the KMT’s rail-
roading of legislation.”’

By May 27 eight of the nine proposed amendments had been passed, and
these amendments did change the structure of the government. The term changes
were the most visible innovation, but other things had been changed as well. For
example, the Control Yuan, once considered a branch of government equal to the

- other branches, was now reduced in power to the role of a semijudicial body. On
the other hand, the National Assembly gave itself more power, for it now had the
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right to nominate members to the Judicial Yuan, the Control Yuan, and the
Examination Yuan. The provincial governor and the county magistrates were to
be elected by the citizens. Finally a new fifteen member court was set up to
review the actions of the political parties.”

Domestic politics was one dangerous minefield the president had to traverse.
Another was the ethnic antagonism underlying Taiwanese politics. The February
28 Incident still divided Taiwanese from Mainlanders. As a Taiwanese who was
head of the government responsible for February 28, Lee Teng-hui was in a good
position to confront the ghosts of the past. He did so in the winter of 1992, when
the official government report on the incident was issued amid a flurry of public-
ity and a series of high-profile events.”

The release of the February 28 report was part of a larger effort to lift
censorship on the media and thus provide for the evolution of viable free press
and free electronic media. The government took another important step in the
spring by changing the nature of the sedition statute. This was considered a first
step toward real freedom of expression in the Republic of China.3

That summer when KMT hopefuls announced their candidacy for the new
160—member Legislative Yuan and their decision to run in the party primaries,3!
the DPP responded by presenting a report produced by the party’s strategy and
policy center spelling out its policy initiatives on a variety of issues.32

Presented in the form of a policy “white paper,” the DPP’s platform dealt in
detail with the party’s mainland policy, calling for a peaceful settlement with the
mainland and assurances from the PRC that no force would be used against
Taiwan. It also called for negotiations leading to the creation of direct cross-the-
strait transportation links. The foreign policy proposed was simple and power-
ful—that under the one China/one Taiwan formula, Taiwan should have formal
diplomatic relations with major nations. The white paper also contained DPP
ideas about domestic issues such as social policy—calling for social security and
educational reform, improved labor relations, economic reform, and for selling-
off of some of the government’s and the KMT’s extensive resources. The white
paper was a gauntlet thrown at the feet of the KMT leadership.®3

In the fall, the KMT unveiled its platform, the central tenet of which was the
“one China policy”—that China must be unified under a free and democratic
system. As a corollary to this, it stated that they opposed the DPP’s “one China,
one Taiwan” concept or any other form of what they considered to be separation.
Their platform contained nineteen other guidelines—or planks—concerning for-
eign policy, domestic politics, and other major issues.®

Distinct styles of campaigning emerged during this election. One DPP candi-
date in Taipei staged various leisure activities such as chess competitions, soft-
ball games and Karaoke contests. Candidates belonging to one party banded
together and held joint rallies to reach out to the public.?> Other candidates
realized they needed specialists to run their campaign, opening the door to indi-
viduals and firms in the field of public relations and advertising.%
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The formal campaign that followed was heated, and included fierce attacks

and exchanges. Premier Hau Pei-tsun proved to be a lightning rod for criticism

and controversy and at times seemed at odds with his own party, defending the
old guard, non-mainstream clique and taking a strong law and order stance. The
DPP responded in kind, depicting him as a sinister mainlander, out of touch with
Taiwan’s political realities.®” .

This high visibility national campaign stood in contrast to the quieter but
equally serious campaign that took place on the local level. Although here too
candidates pulled out all the stops, even holding banquets for voters. One such
event was attended by 15,000 people at an estimated cost of $U.S. 40,000.%8

Taiwan’s citizens went to the polls in record numbers. The DPP got the
victory it wanted, winning 50 seats. The KMT won 102 seats and received 53
percent of the vote, somewhat less than the party leaders had hoped for. '

Lee Teng-hui found that his party had lost some of its strength and that its
divisions were clear. However, now politically sophisticated, he realized that his
enemies within the party had also lost ground. He could now change the‘ pa.rty
and find people who reflected his views, furthering the process of Taiwanization
his predecessor had begin in 1971.

Taiwan’s New Political Environment Emerges,
January 1993—December 1994

During-the period from January 1993 to December 1994, the expected re;align—
ments in the Executive and Legislative branches took place with clear winners
and losers. The biggest winner was the mainstream faction supporting President
Lee Teng-hui. The biggest loser was his premier of almost three years, Hau
Pei-tsun, and his non-mainstiream faction.®® .

The year began with President Lee clearly assuming command. _In one of his
trademark public gestures, Lee laid out his agenda for the new leglslaturfe to the
nation. On January 4, he gave a wide-ranging address which dealt with constitutional
reforms, and mainland affairs—one the most important and vexing issues his gov-
ernment faced—economic development, national defense, and foreign policy.*®

As the date for convening the new Legislative Yuan drew closer, discussion
within the government grew more furious. Premier Hau, who had borne the brunt
of the DPP attacks, wanted to leave, but also wanted his opinion heard as he left.
Hau and President Lee discussed the issue and asked Hau’s cabinet to tender‘its
resignation. Combative to the end, Hau resigned the premiership while retaining
positions within the party.”!

The KMT legislators then acted on a number of key decisions. For the first

 time, they decided on who should be the president and the vice-president of the

legislature. They then attempted to expand their legislative powers, taking on
new powers of inquiry and investigation which traditionally belonged to the
cabinet. Not surprisingly, the cabinet rejected the idea.”?
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Although the decision to chose a premier was in President Lee’s hands, he
made another public gesture by asking the legislators for their opinions, thus
suggesting that the legislature was no longer merely a rubber stamp.”® Lee
already knew who he wanted—Lien Chan. Lien was a native Taiwanese, like
Lee. He was originally an academician, and had risen through the governmental
ranks assuming key posts over the years, including a position in the Ministry of
Foreign Affairs.%* 4

To forestall a fight in the Legislative Yuan over the approval of Lien’s
appointment, Lee hoped the DPP would play the role of the loyal and responsible
opposition. Nevertheless, the DPP announced that it would work to defeat the
nomination of Lien Chan. The struggle now began in earnest, and only after a
prolonged struggle put up by the DPP and KMT dissidents from all over the
island was Lien Chan finally approved by a sizable majority.%3

One key issue that Lee, the premier, the new cabinet, and the Legislative
Yuan all faced was the copyright conflict with the United States. Another issue
was a DPP bill designed to ban political parties from running or investing in
for-profit companies. This had been a long-standing practice, resulting in party
coffers that were usually full. KMT legislators agreed that this bill was a useful
step toward substantive reform.%

A third issue discussed was disclosure of the assets of high-level government
officials and legislators. The DPP and the New KMT Alliance, a coalition of
anti-Lee, reform-minded, and pro-reunification KMT legislators, called for the
passage of the Sunshine Bill, a bill that would force the legislators and the
bureaucrats to disclose their assets. The KMT was not willing to accept the bill
as it was written and called for changes. The DPP’s Shih Ming-teh continued to
press for passage of the bill, threatening legislative deadlock. Finally a newly
forged alliance between the DPP and the New KMT Alliance pushed forward.
The KMT found it had to bend to the will of the public. Thus, on June 8 a second
reading of the bill was held and it passed.?” The passage of the bill was seen as a
yet another major victory for democratization.

The vote on the Sunshine Law was an important v1ctory, but the DPP and
other enemies of an all-powerful state, such as the New KMT Alliance, also
suffered a major defeat during this same period. The bill reestablishing two
major security agencies, the National Security Council and the National Security
Bureau, was passed by the legislature after a floor fight.?8

The New KMT Alliance was now moving closer to breaking away from the
KMT. The KMT met this challenge by appointing Hsu Shu-teh as its secretary-
general. The government acted again to demonstrate its still potent political clout
by appointing James Soong provincial governor.®®

The DPP realized it had won a major victory when Huang Hsin-chieh was
given his seat after a long and tortuous investigation of the election in Hualien.
The party spent several months trying to broaden its role in the legislature and in
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the political process in general. One step it took was arguing that it had a role to
play in determining mainland policy. The heads of the Mainland Affairs Coun-
cil and the Straits Exchange Foundation both responded positively to this new
initiative, 00

Not willing to let their rivals get the upper hand, Lee Teng-hui and his
subordinates worked to give themselves and their party positive visibility during
the following months. Lee’s actions were a prelude to the announcement of the
date for the 14th KMT Party Congress. For its part, the KMT Central Committee
announced a new party charter which stressed building consensus through de-
mocracy and fighting harder for people’s interests.!?!

The long awaited formal break of a rebellious KMT faction from the main
body of the party took place in late July, when the members of the New KMT
Alliance (Six KMT legislators and thirty others) announced that they were offic-
ially breaking away from the KMT and forming a party called, simply, the New

- Party (Hsin tang).102

The scene was now set for a smaller, besieged KMT to convene its 14th Party
Congress. Lee Teng-hui was elected party chair for a four-year term, and. 138

. new members of the Central Advisory Committee were also elected, joining the

131 existing members.

The KMT’s democratization, as evidenced by the unruly style (name call-
ing, fist fights, etc.) of the 14th Congress, was soon seen within the ranks of the
government the party controlled as well. The cabinet, acutely aware of the
strong public and bi-partisan support for the Sunshine Law, now introduced its
own guidelines of disclosure of assets and set a date for officials to comply—
October 31, 1993. Ranking officials were also mandated to place their major
assets in trust for the duration of their period of service. The law defining the
nature of the trusts had yet to be passed, however, and this had to be done
within the year.103

By late October, the election campaign shifted into high gear. The KMT,
feeling pressure from the other parties, attacked the DPP as radical and the New
party as an organization too ready to negotiate immediate reunification with the
PRC. The DPP ran a low key campaign, employing strategies that allowed it to
undermine President Lee’s great appeal to DPP voters. The New Party, calling
itself the representative of the common people, attacked both major parties as
liars and vote-buyers.104

With the election the KMT could see that things were not as bad as its
leaders had feared. The party captured 15 of 23 mayoralities and county
magistrate’s seats in strongly contested campaigns. It did lose a number of key
battles, however, most notably in Tainan and Miao-li. The New Party gained no
seats and the DPP won six seats, not the eleven they had hoped for, but they did
gain over 40 percent of the popular vote. Shih Ming-teh now became the new
chairman of the DPP.105:
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The Legislative Assembly’s session that had begun in the fall of 1993 finally
came to an end in December. In the view of observers and participants, it had
been a fruitful one.

Although 1993 ended on a high note, the early days of 1994 proved to be
difficult and augured ill for the months to come. As winter unfolded, the govemn-
ment was faced with a series of scandals, including corruption in the Defense
Ministry and vote buying in elections for speakers and deputies.!06

Other branches of the government could not simply sit by as the investiga-
tions about the scandals went on and perpetrators were charged. In a new session
of the Legislative Assembly, the KMT demonstrated its strength by using its
numbers to seat KMT members in key committee chairmanships and on major
committees.!%7

The Legislative Assembly began eliminating out-dated laws, and refining
those already on the books. This new term was devoted to studying and fine-tun-
ing the ROC’s budget as submitted by the premier and cabinet and finding the
revenues needed to pay for government expenditures.!%

. By April, the Central Standing Committee of the National Assembly was
ready to introduce a series of eight amendments to the constitution. These in-
cluded the direct election of the president, creation of the offices of a speaker and
deputy speaker of the National Assembly, ending the premier’s power to coun-
tersign presidential appointments, extending the legislators’ terms to four years,
and limiting parliamentary immunity of speech.!%®

By early July, after a great deal of infighting and violence on the assembly
floor, the 112 amendments had been reduced to 22. It was not until July 29 that
the National Assembly completed its work.!1

By the end of July, after much delay and contentiousness, the Legislative
Yuan had acted on and passed a series of laws that made possible among other
things the direct election of the governor and the mayors of Taipei and
Kaohsiung. These laws also determined the makeup of the provincial assembly
and allowed the provincial government to levy new taxgs.!!!

Other major issues dealt with by the The Legislative Yuan were health
care and the funding of a new nuclear power plant. The residents of the
fishing village of Kung-liao, 40 km east of Taipei, voted against the construc-
tion of the plant. However, representatives of both Taipower and the Eco-

nomics Ministry stated that the vote was not legal and that they were .

therefore not bound by it.!!2

The battle over funding of the plant was brought up in the Legislative Yuan,
and although there was strong opposition from the DPP and the New Party,
anti-nuclear forces did not gain the final victory they wanted—the party-line
vote approved funding for the plant.!3

The Legislative Yuan passed a heath care bill that provided coverage for the
43 percent of Taiwan’s population who did not have any health care. This was an
important and dramatic and very costly step for the government to take. How-
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ever, the lawmakers, recognizing the cost factor, made the health-care system
voluntary, not mandatory.!14

Leading up to the December elections, the parties were now preparing to hold
their primaries. The New Party was working to separate itself fully from the
KMT; it completed its nominations for the post of provincial goveror, for
mayor of Taipei, and for mayor of Kaohsiung.!!?

KMT leaders nominated Shih Chi-yang to head the Judicial Yuan. Shih’s
appointment was the first made under the new constitutional amendment giving
the president power of appointment without the premier’s countersignature. The
DPP challenged the step by first issuing a long statement and then boycotting the |
Legislative Yuan’s vote on the new appointee.'16 |

The National Assembly took another step which had an impact on Taiwan’s ‘
judicial system a few weeks later when its members appointed justices to serve
in the Council of Grand Justices. This key organ had been increased in size by ‘
constitutional amendment and the positions were now all filled. When the vote
was taken, only one nominee failed to win a position. This nominee was Lin
Chi-shih the wife of Lin Yi-hsiung, a key tang-wai figure and a man called the ‘
godfather of the DPP. Mrs. Lin’s failure to win an appointment was seen as a
political act by DPP members.!!” |

In mid-September, Premier Lien opened the Legislative Yuan with a speech
warning Beijing to work towards better relations with the ROC, and presented ‘
the cabinet’s list of items it wished the legislators to deliberate and pass. The |
new session did not begin smoothly, however, for the DPP was protesting a
recent crackdown on underground radio.!!® |

On September 12 the Central Election Commission ruled that debates be- ‘
tween the candidates for provincial governor and for mayors of the key cities
could take place, something the public had been calling for.!!° 1

While the first-time-ever television debates for Taipei mayoral candidates |
were a step toward greater democracy, the legislature also discussed bills that |
could be seen as a distinct backward step. The legislature debated ways to make |
the recall of candidates more difficult. KMT legislators introduced measures that ‘
called for more signatures and specified that recall votes take place on special i
election days, not on days when nationwide elections were held.!?

As these steps were taken on the legislative and political fronts, the island
was rocked by major scandals. The DPP found itself hardest hit by a scandal
involving the stock market and another involving the sale of heroin. The KMT
was also hit hard, as some of its members were caught up in the stock market
scandal.!?!

By November 18 the campaign for governor heated up.'?? Politicians from
all parties as well the general public recognized that this would be a historic
event ‘marking a new step in the ROC’s ongoing process of democratization.
The major parties used their extensive clout to gather vast sums of money for
the campaign, and each candidate tried to out-advertise his rivals. The public
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got into the act and Taipei taxi drivers carried on their own mini-campaigns and made
Taipei a rather wild place as the election day drew closer.!® The ROC leaders also
decided they had to play their roles. President Lee and Premier Chien made stump
speeches and spoke out at rallies, as did Shih Ming-teh, the DPP party leader.!2*

The electorate split the vote in December. Soong won the governor’s post
and the mayor’s seat in Kaohsiung. However, Ch’en Shui-pien, the DPP candi-
date, was elected mayor of Taipei. The New Party and the DPP did well, gaining
seats at the expense of the KMT in the provincial assembly and the city council
seats in Taipei.!? .

In the weeks that followed, the KMT-dominated government went into ac-
tion. The cabinet reshuffled twelve key post. The effort was made in the wake of
what were seen as disappointing results in the December 3 election and the
party’s need to better define its policy toward the PRC. New Party gains proba-
bly had some effect on this facet of Lee and Lien’s decision.!26

Lee Teng-hui’s Taiwan and the World: Foreign Policy
and Cross-the-Strait Policy

By the late 1990s, the Republic of China had been diplomatically isolated for
almost two decades and Lee and his foreign minister had to chart a policy to
confront this isolation and maneuver around it, working on both the formal/gov-
ernmental and informal/nongovernmental levels of international relations. When
Lee Teng-hui took command of his party in July 1988, he made it clear that a
vigorous, effective, and innovative foreign policy, “pragmatic diplomacy,”
would be central to his new administration.!?’

At the heart of this foreign policy was the realization of the simple truth that
money “talked.” Thus, an important aspect of the informal foreign policy that
Lee and his foreign minister developed involved investment, membership in
UN-related nongovernmental organizations (NGOs) and regional economic and
trade groups, all areas where Taiwan’s large capital reserve could be put to good
use. The ROC was able maneuver around the traps and barriers that the regime
on the mainland continued to set for them in its ongoing attempt to continue
Taiwan’s isolation.!?8

This new approach was evident in initiatives begun in 1988 that continued into
the 1990s. Taiwan had maintained workirg relationships with states in various
areas of the world and continued to build on them as it strove to take advantage of
evolving regional and world-wide diplomatic and political-economic trends—and
crises—to broaden its reach and increase its influence overseas.

The central target of ROC diplomacy was Central America, especially Costa
Rica, Panama, and El Salvador. The regime worked to improve relations with the
region, courting leaders and sending the president and other high ranking offi-
cials to visit, and inviting their representatives, to visit Taipei. They also pro-
vided large amounts of economic aid to each of these nations.!?°

ROC initiatives in Africa were also quite successful. In 1989, for example
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the West African state of Liberia decided to follow a dual recognition policy by
maintaining formal diplomatic relations with the ROC while continuing its rela-
tionship with the PRC. This made Liberia the first nation to reestablish ties with
the ROC since the latter’s expulsion from the UN and its PRC-promoted isola-
tion began. This was an important first step in the pursuit of “pragmatic diplo-

macy.” The ROC also maintained ties with states it had long recognized. The -
visit of the young King of Swaziland, Maswati III, in late October of 1989 was -

one of those formal occasions that represented the kind of high profile diplo-
matic initiative the ROC was seeking.!30

. These.initiatives continued with new approaches to Swaziland and South
Africa, including a visit to Taipei by Nelson Mandela in 1993: Soon the Central
African Republic resumed diplomatic relations with the ROC. This was followed
a year later by the establishment of full diplomatic relations with Niger in the
face of vigorous PRC opposition.!3!

Lee visited South Africa in 1994 to attend Nelson Mandela’s inauguration,
meeting privately with Mandela and former president Willem DeKlerk. This
occasion also gave Lee the opportunity to meet other major leaders including
American vice president Albert Gore and Yassar Arafat. The trip demonstrated
to other nations that Lee’s government was intent on finding a place for itself
among the community of nations.!32

ROC officials also tried to take advantage of the transformation of Eastern
Europe and worked to develop relationships with the Baltic states, with other
former Soviet client states, and with the nations that had broken away from the
Russian-dominated Soviet Union. In 1990, for example, ROC diplomats began
discussions with representatives of Poland and Bulgaria at an international meet-
ing on trade convened in Taipei that August.!33

In 1992, Latvia became the first nation in the area to develop quasi-formal
ties with the ROC. In June, a delegation from Belarus, including the mayor of
Minsk, came to Taiwan and paid a formal visit to Chiang Ching-kuo’s Belarus-
ian-born widow minister to negotiate business deals.!34

In September 1993, Russia and the ROC agreed to establish quasi-official
relations. U.S./ROC-style offices were to be set up in major cities to handle
various official services, such as issuing visas.!3® At year’s end, Latvia an-
nounced its decision to set up direct air links with Taiwan and signed a pact
relating to investment and development.!3¢ Tatarstan sent its prime minister and
other officials to the ROC to negotiate business agreements. ROC officials saw
links with this resource-rich area as important to strengthening its evolving rela-
tionship with the Russian Federation itself.!3” In March 1994, Michail
Gorbachev made a six-day visit to the ROC. During his visit it was announced
that trade with Russia had reached $U.S. 708 million by 1993.138

In the same period, talks with Western European nations began, with the goal of

developing stronger economic ties and establishing or reestablishing direct air links.

Austria inaugurated direct air links in June 1991.13° High-level French delegations
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visited the ROC in January of 1991 to discuss various trade and business issues,
including the establishment of a Sino-French coordination council.}40

However, some gains did not come so easily. Germany, for example, sent a
delegation of officials to the ROC in early 1993, in part to compensate for
Germany’s refusal to sell submarines to the ROC, but it only represented one state in
the German Federated Republic, Saxony-Anhalt. Trade was fostered and some brid-
ges were rebuilt. Earlier that year authorities in Great Britain and the ROC signed a
similar agreement giving the Taiwanese airline Eva Air the right to fly to England.
Step by step the ROC was reconstructing its relationships with European nations. 4!

There were mixed results, too, in the Middle East. In 1989, for example,
Taiwan and Saudi Arabia broke off relations. Despite this break in relations,
Taipei soon began to work out new quasi-governmental relations with the Saudi
government so that the national oil company could continue buying oil from the
Saudis and could continue investing there.142

During 1992, the ROC developed closer, though informal ties with Israel.
Even though earlier that year, Israel and the PRC had issued a joint statement
announcing the establishment of formal diplomatic relations, the ROC took no
formal action against Israel and set up trade offices in Tel Aviy.!43

The ROC was most active in Southeast Asia. In the late 1980s and the 1990s,
formal or quasi-formal relationships were formed with states such as Indonesm
Malaysia, Thailand, the Philippines, and Singapore.!4*

Perhaps the most dramatic breakthrough made during President Lee’s ﬁrst term
was the evolution of an economic and diplomatic relationship with the Demeocratic
Republic of Vietnam. In September 1991, Chen Shen-yi of the Industrial Develop-
ment Board travelled to Ho Chih Minh City (now again Saigon) with members of
Taiwan’s land development companies to study sites for establishing export process-
ing zones.!*> A major trade agreement between the two countries that opened the
door to the exchange of representatives and to technological cooperation, formalized
and strengthened an economic relationship that was reflected in the 600 billion NT
that had been invested in Vietnam by the early summer of 1992. In 1994, the United
States lifted its trade embargo of Vietnam, paving the way for joint U.S./ROC
development of Vietnam and the Vietnamese market. By 1994 the ROC had become
the single largest national investor in Vietnam and had also provided Vietnam with
loans designed to help improve its infrastructure. The ROC moved into many key
areas of the Vietnamese economy including petroleum production and textile pro-
duction, and by April 1994, four major agreements were signed by Vietnamese and
Taiwanese officials. 46

Taiwan also actively cultivated relations with Australia during this period.
In July of 1991, the ROC economics minister was invited to Australia to
discuss trade and promote economic ties. He was accompanied by officials of
major Taiwanese state-run enterprises such as the Taiwan Sugar Corporation,
the Chinese Petroleum Corporation, the China Steel Corporation, and the Taiwan
Power Company. This was preceeded by a pact on air service.}47
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On its home ground of East Asia, however, despite some success, Taiwan
met painful disappointments. In October 1990, for example, the Tiao Yu Tai
Islands dispute flared up briefly. They would prove troublesome again in the
mid-1990s as Taiwan and Japan jockeyed for position and each claimed control.
Taiwan’s quest for a greater share of the Japanese market moved closer to reality
in 1992-93.148 ROC-Japan relations were highlighted by the problem of the
Asian Games, i.e., how Japan was to appease the PRC while allowing Taiwan to
participate. After much ado, a compromise was finally reached.!4®

- Taiwan’s relationship with Korea soured when the Republic of Korea recog-
nized the PRC in 1992, followed by the ROC announcement that it was breaking
diplomatic relations with its former friend and rival. By 1993 however, the two
sides were talking again and progress was being made.!50

The Taiwan-United States relationship was complicated. There was the
quasi-formal relationship the two nations had set up in the wake of the
derecognition and the Taiwan Relations Act. There was also the relationship of
Taiwan and other certain key agencies within the U.S. government. Thus, when
it was to his administration’s advantage, George Bush was willing to sell the
ROC the F16s it needed to match the PRC.

There were also informal relations between the ROC government and key
figures in the United States Senate and House of Representatives. The KMT and
the DPP both set up offices in Washington and used these to maintain contact
with members of Congress and members of the administration. At key times,
such as before the opening of the annual UN General Assembly session, officials
and academicians from the ROC would come to the United States to lobby for
their cause, in this case readmission to the United Nations, among congressmen
and State Department officials.!!

There were also important ROC initiatives to enter major regional and interna-
tional organizations and movements, for example, the General Agreement on
Trade and Tariffs.!2

Taiwan’s attempt to reenter the United Nations is an example of the workings
of Lee’s diplomacy in the sphere of international organizations.!5*> Taiwan had
been out of the United Nations for nineteen years when the cry for re-entry was
raised loudly and publicly. This led in turn to a five-year campaign whose failure
caused frustration for the ROC every year it took place. The campaign for the
UN seat made good press on Taiwan but failed to accomplish much at the United
Nations. ROC-officials based in New York suggested that the PRC’s reaction
was so strong to the now yearly campaign, that such efforts hurt the ROC and
made its diplomats more vulnerable overseas.

Mainland Affairs, 1988—1994

'Lee Teng-hui faced many challenges from across the strait as he and his govern-

ment attempted to define the nature of Taiwan’s evolving relationship with the
People’s Republic of China.




466 TAIWAN: A NEW HISTORY

When Lee came to office the new cross-the-strait relationship with the main-
land had already begun taking shape. In the months after Chiang Ching-kuo
allowed wai-sheng jen to travel to the PRC, many began to visit relatives they
had not seen in almost forty years. Pen-ti-jen also took advantage of the lifting of
the ban on travel. Leaders and members of some of the larger and more influen-
tial Ma-tsu temples sent a delegation to the Ma-tsu ancestral temple (the szu-
miao) on Mei-chou island in Fukien. This was only the beginning of what would
become a rising tide of tourism and pilgrimages that Taiwanese would make to
religious sites in Fukien and in other provinces that were the homes of the

ancestral temples of gods prominent on Taiwan.!>*

Businessmen also took advantage of travel opportunities to China. Merchants
dealing in religious goods traveled to Fukien to purchase items from shops in
Ch’uanchou and Changchou, cities that were the ancestral homes of most of the
Minnan (Taiwanese)-speaking citizens of the ROC. Merchants in other types of
products also made the trip.

In 1990 the ROC took a major step in developing its relationship with the PRC
when it announced the establishment of the Mainland Affairs Commission, which
was made a new part of the Executive Yuan. Later in 1990, a new private agency,
the Foundation for Exchanges Across the Straits (or Straits Exchange Foundation,
as it was later called) was authorized. This agency was designed to facilitate trade
development and investment in the PRC and handle other nongovernmental is-
sues. While formally not a part of the government, it was defined as having an
intermediary role and could thus be thought of as quasi-governmental.!>

Once the way to investment-through-joint-venture was paved, an increasing
number of industrialists looked for places to build factories. Shoe manufacturers
began coming to Pu-t’ien in what was the beginning of the shift of the shoe
industry from Taiwan to this coastal county in central Fukien. Industrialists came
to the major cities as well, and could be found in Fuchou, the provincial capital,
Chuanchou, Changchou, and Hsiamen (Amoy), with joint ventures very much on
their minds. Regional and city governments established trade and investment
fairs that helped expedite the development of cross-the-strait trade investment.!56

As 1990 ended, PRC officials made a proposal to hold low-level party to
party talks on bilateral relations and reunification under the “one country, two
systems” formula the PRC had been pushing. The ROC rejected the plan and
proposed secret talks. While the ROC government was wary of the PRC politi-
cally, it remained committed to its policy of expanding economic ties with
China. One way it expressed its confidence in the evolving relationship was to
ensure that the rules promulgated by the Mainland Affairs Council were accept-
able to Lee Teng-hui. Lee gave his approval of these regulations in late January
1991; around the same time that the ROC government announced its approval of
an indirect joint venture involving a Taiwan-based textile firm. Beijing also
approved this pioneering step, demonstrating that at least on some occasions,
economics drove international politics and cross-the-strait relations. !’
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During 1991 and 1992, the ROC’s relationship with the PRC kept expanding,

~ but each step seemed painful and crises kept occurring that slowed progress. A

key quasi-diplomatic mission did go to Beijing in late April to meet with offi-
cials in a series of wide-ranging talks that seemed to please both sides. Here
business was clearly leading the way, much as the KMT regime hoped it
would.!8

An example of the kind of crisis that occurred during this period happened
when three ROC police officers who had boarded a mainland fishing boat they
felt ‘was involved in smuggling mushrooms from Taiwan to the PRC were
abducted by those on board. A search by ROC ships failed to find the boat.
PRC authorities were informed, investigated, and found the men safe in Fukien,
whereupon they were released.!®

This was the first of a series of troubling incidents which forced the ROC
authorities to think about the evolving relationship with the mainland. These
incidents also caused both sides to consider creating mechanisms which would
facilitate higher-level communications. Incidents like these caused both sides to
wonder about the feasibility of direct cross-the-strait trade.!60

~Events of a decidedly more positive nature also took place. A delegation of

officials and businessmen made an eleven day visit to Canton, Hsiamen, Fuchou,
and Shanghai.!6! One positive side effect of these cross-the-strait incidents was
that Red Cross organizations on each side of the strait were forced to communi-

‘cate with each other and this was considered a breakthrough.

During 1992, the relationship evolved, much as it did in 1991, on various
levels at the same time. The ROC began the year with some new initiatives that
allowed PRC mainlanders to establish private offices in Taipei and for Taiwan-
ese to do so in Beijing.!62

Premier Li Peng then introduced his own PRC initiative, a forty-four page
article regulation that covered cross-the-strait visits. The ROC then made it
possible for Taiwanese who had been stranded on the mainland in 1949 to visit
or to emigrate. At the same time, a new regulation was issued covering main-
landers working on Taiwan.!63

From March until May, a wide variety of cultural and academic exchanges
were planned and civil servants were now allowed to travel to the PRC, but
only as private citizens. This allowed many who had been unable to for so
long to make the trip and see the Chinese homeland for themselves. In addi-
tion, students up to university level were allowed on exchange programs and
trips to the mainland.!64

As for direct investment, joint ventures were fraught with uncertainty and
apt to remain so until the two regimes could work out some system of formal

~ guarantees. Another problem was related to readily available capital for such

investments. Taiwanese banks were not yet able to set up branches in the PRC
and thus provide the sorts of services the investors and venture capitalists
needed.!6
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The first Mainland Affairs Conference was held in September, at which many
possibilities for development of PRC/ROC relations were discussed. Three hun-
dred sixty-seven proposals covering several areas were approved to encourage
further exchanges across the strait.!66

By March, the plans for the next round of ARATS/SEF meetings were being
formalized. These meetings were to be different as the heads of each organiza-
tion were to lead the delegations and involve themselves in day to day discus-
sions. The stakes were clearly much higher.!¢7

After overcoming a series of minor glitches, the long awaited talks finally got
under way in April . Given the rising levels of tourism and investment and the
problems caused by high level person-to person and business-to-business interac-
tion, it was imperative that procedures be developed and that protocol for dealing
with problems and conflicts be defined. By April 29, the talks had concluded and
both sides agreed that they had been as successful as could be hoped for.168

Four agreements were worked out. The first dealt with the establishment of
systematic communications channels between the two quasi-governmental bod-
ies, SEF and ARATS, the second covered the important issue of notarization of
documents, the third covered tracking and compensating for lost cross-the-strait
mail, and the fourth dealt with later meetings and the decision to discuss such

issues as protection of Taiwanese investment in the PRC and the timing of a

cross-the-strait economic conference. This was a watershed moment in the
evolving PRC/ROC relationship.!6°

Further talks to consolidate these gains became the major concern of the two
governments in the following months. Representatives of SEF tried to meet with
those of ARATS to discuss outstanding issues as they implemented those agree-
ments already reached. While concerns about Taiwanese investments continued,
other agencies within the government were trying to divert the stream of invest-
ment to other areas such as Southeast Asia.

Talks later in the year saw some progress in developing formal mechanisms
for easier contact between SEF and ARATS, but broke down again over the
issue of air piracy.!70

In January 1995, the government of the ROC made another important
decision concerning mainland affairs by establishing new fields of enterprise
that Taiwanese could invest in. These included construction, engineering con-
sultation, and machine leasing. Companies had to apply to the government
and decisions were to be made on a case by case basis. The Taiwanese were
now poised to provide funds and expertise for the development of the PRC’s
infrastructure.17! .

In March, the Eighth National People’s Congress passed the long awaited
law on cross-the-straits contracts. However, it soon came under fire from govem-
ment officials in the ROC. It did not, in the view of many observers, increase the
protection of Taiwanese investment but rather strengthened the PRC
government’s power over investors and put them under added restrictions. The
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law did little to shore up Taiwanese confidence in the investment climate in the
mainland.!”?

Confidence in the mainland and in the safety of ROC citizens traveling there
was shattered almost to the breaking point when in late March a cruise boat on
Chingtao Lake was discovered burned, with the remains of 24 Taiwanese and
eight others on board. President Lee expressed his great sadness and fury and
requested a detailed investigation of what had taken place. The head of MAC
and other ROC officials let it be known that all talks with ARATS were sus-

.pended until the details of this incident were made available. In one way or

another, the Chingtao tragedy dominated ROC/PRC relations for the next few
months.173 ,

By the end of July, about a month after the executions of the three men
sentenced for the Chingtao Lake murders, and after reliable reports of People’s
Liberation Army involvement, ROC/PRC relations began returning to their pre-
tragedy status. MAC had decided to resume cultural and educational exchanges,
suspended since April 12, 1994. This step was taken partially because of the
desire of many involved to return to normal and partly as an attempt to improve

.the atmosphere on the verge of the new round of SEF-ARATS talks scheduled

for July 30. These new talks were to cover a host of old and new issues. One of
the most pressing concerns was the use of mainland fishermen on ROC vessels
fishing waters adjacent to Taiwan. Other issues to be covered concerned air
piracy and the return of air hijackers and illegal mainland immigrants to Tai-
wan.!7* The fact that the new talks were to take place at all was seen as the most
important sign that the poisoned atmosphere was finally beginning to lift.

By August 8, the new round of talks was concluded and it was announced
that a number of agreements had been reached: the deadlocks that had existed on
hijacking, piracy, and other issues had finally been broken. The question of
potarization was covered and many of the restrictions were eased. Delivery
services between the two nations were also to be expedited. Academic exchanges
and conferences were to be held as a means of improving cross-the-strait rela-
tions and student exchanges were also to be promoted. Other general issues and
problems were discussed as a starting point for further changes. There was a
general recognition of the differences in society and political culture that divided
these two nations, making it difficult to handle a variety of issues such as judicial
matters, but at least it could now be said that some level of dialogue had taken
place.!” o

" By early November, new plans concerning the direct transit of goods and
people to the mainland were being discussed. As this point things were still very
much in the planning stages.!”6

By the end of 1994 the PRC had raised the possibility of a top level but very
private summit between the leaders of the two nations. However, Premier Lien
rejected the idea and stated that he wished for an open public meeting.
SEF/ARATS talks were discussed with the hope that the chairmen of the two
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quasi-governmental bodies would meet and deal with substantive issues and bridge
their differences.!”’

The year had been difficult, but had ended well. The basis for a stronger
PRC/ROC relationship was now set, or so everyone thought. The period from
January 1988 to December 1994 had been in many ways a remarkable one in the
development of relations between the two governments that claimed to govern
China. The years that followed would show just how far things had come and
how much further things had to go.
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Postscript and Conclusion

Murray A. Rubinstein

This concluding chapter examines the year and a half from January 1995 to Ju
1996, a period in which the president of Taiwan (or Republic of China——ROg
entered the world stage in a dramatic way and the People’s Republic of Chi

tried without success to change the direction of Taiwan’s political evolution wi

two very public shows of military force.
The Prelude: January to Late April 1995

The pattern of events that took place in the winter and early spring 1995 for
shadowed the tensions that would evolve from late spring 1995 to late spri
1996. The elections for the Legislative Yuan and the proposed presidential ele
tions were recognized as the major event on the national calendar for 1995 an
1996. However, details had to be resolved and laws enacted before the preside
tial elections could take place.

The bill regulating the elections was drafted by the Interior Ministry a
subsequently introduced to the Legislative Yuan. It came under immediate cri
cism for what the Democratic Progressive Party (DPP) called the Shih Ming-t
provision, which stipulated the educational level and the occupations for tho
eligible to run for president. The requirements were very specific—four years
college, and experience as a middle-ranking civil servant, a professor in a juni
college, or an official with a private company. Shih, the head of the DPP, h:
only attended a military academy and had spent most of the next twenty-0
years as a political prisoner. He was therefore ineligible for the presiden
powerful and popular as he may have been at that time. Other provisions limit
the number of high-level party members in the major political parties who co
run. The target in this case was Lin Yang-kang of the Kuomintang (KMT), w




