EXECUTIVE SUMMARY

Hey, Tiger - How’s that bite?

aiwan was one of the four dynamic Asian Tigers of the early 1970s to the mid-1990s. But it’s now competing in a different jungle.
Fellow Tigers Hong Kong, Singapore, and South Korea have shown that mature economies can still attract investment interest by
building world-class infrastructure, cultivating human resources, upgrading regulatory regimes, and reforming tax policies. Hong
Kong and Singapore have become models of truly internationalized societies. A reinvigorated South Korea has passed Taiwan in per capita
GDR, now ranks as the world’s ninth largest economy, and in April this year signed a Free Trade Agreement (FTA) with the United States.

Meanwhile, new Asian Tigers — China, India, and Vietnam — are rising. Has the Taiwan Tiger retained its bite?

REGULATORY MORASS

* Regulatory problems dominate AmCham committees’

BIFURCATED ECONOMY

* Taiwan’s macroeconomic numbers continue to look relatively

healthy, but the primary strength comes from high-tech
manufacturing. Retail sales and the overall service sector are
lackluster, and growth in household income is flat.

Infrastructure investment is lagging, putting high-tech facilities
and the general population at serious risk of power and

water shortages.

POLITICS TRUMPS ECONOMICS

* Besides economic vitality, Taiwan’s democratic development
is another reason why Taiwan has mattered to the rest of the
world. But democracy entails a more sophisticated political
process, and instead of rising to that challenge, Taiwan has
become mired in debilitating deadlock.

* The incessant acrimonious political wrangling is causing
crucial issues affecting Taiwan’s economic competitiveness to

be ignored.

White Paper submissions this year. These include inadequate
transparency, violation of due process, legislator interference
on behalf of private interests, insufficient consultation
with industry players, inconsistent interpretations and
enforcement, and regulations inconsistent with international
best practices.

The high turnover among cabinet officials has made it difficult
to sustain consistent government policies and provide
adequate oversight.

Taiwan’s politically driven cross-Strait regulatory barriers on
investment, human-resource flows, and imports are further

eroding corporate interest in investing here.

CROSS-STRAIT LINKS

* Each year’s White Paper emphasizes the overwhelming

importance of regularized cross-Strait flows of people, goods
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and services, and investment, especially direct transport

links. There is nothing more to be said: Just do it!

U.S.-TAIWAN TRADE RELATIONSHIP
* The still-strong U.S.-Taiwan trade relationship needs
rethinking to reflect service-sector opportunities. For
many areas of services development, both countries could
benefit from closer cooperation.
* Taiwan could swiftly build a more positive environment
for service-sector investment if it further improves IPR

protection and overhauls the work-permit system.

* Conclusion of a U.S.-Taiwan Government Procurement
Agreement would be an enormous boost to U.S.

investment opportunities in Taiwan.

CONCLUSION
* The Taiwan Tiger retains a formidable bite, but as it gets
older, it needs the political and popular will to aggressively
take on new challenges. AmCham offers continued
cooperation in this process through timely information,

recommendations, and assistance. v}
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