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Even a Small Country Can be a Powerhouse: The Coming of
the Semiconductor Foundry Age
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On December 15, 1980, President Chiang Ching-Kuo presided over the opening
ceremony of the Hsinchu Science-based Industrial Park and inspected the campus.
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U.S. assistance ended in 1965, and Taiwan began focusing on
self-sufficiency by using its plentiful and cheap labor to attract
foreign investment. The Hsinchu Science-based Industrial Park
was established in the 1980s to develop integrated circuits,
computers and other high-tech industries to replace labor-in-
tensive industries. Gradually, Taiwan transitioned from
processing and exports to a nation with electronic and
high-tech industries.

Today, Taiwan is now the second largest semiconductor
supplier in the world, behind only the U.S. The Taiwanese
electronic industry also plays a pivotal role in the global
economy and is a key player in the international technology
industry. The peace and security of Taiwan is now intercon-
nected with the global economy as well.
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Loss Seat at U.N. and Termination of R.0.C.-U.S. Relations
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On September 16, 1971, U.S. President Richard M. Dixon publicly
announced U.S. support for PRC's entry into the U.N. and seat
on the U.N. Security Council. On October 25, 1971, the 26th
General Assembly U.N. passed by a simple majority the “China
representation” resolution with the PRC replacing R.O.C. as the
representative of China to the U.N. Subsequently, R.O.C.
withdrew from the U.N.

Once Nixon was sworn in as the President of the United States in
1969, he wanted to promote better relations with the Beijing
regime. Nixon's approach to diplomacy changed the longstand-
ing U.S. policy towards R.O.C. During Nixon'’s visit to the PRC
between February 21 and February 28, 1972, he signed the
“Joint Communiqué of the United States of America and the
People's Republic of China” with PRC Premier Zhou Enlai. This
represented another major blow to the international status of
R.O.C. following our withdrawal from the U.N.

On December 16, 1978, President Jimmy E. Carter announced,
without consulting with Congress, that the U.S. was breaking off
diplomatic relations with R.O.C. and recognizing the PRC instead.

Secretary of State Warrerk M. Christopher aiithe Grand Hotelon future affangements
after the-tgmamiration of diplomatic relationis lbetween the RAdi.C. and U.S.
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Re-balancing of Taiwan-U.S. Relations
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President Lee Teng-Hui made a private visit to Cornell University
on June 7, 1995, where he made a speech titled "Always with the
people in my heart" Lee became the first President of R.O.C. to
visit the United States. The U.S. Government issued the visa for
the trip under Congressional pressure. The move was unhappy
with the move as it was seen as excessive provocation to PRC.

In March 1996, during Taiwan held its first direct presidential
election, the Beijing regime threatened Taiwan through missile
launches and large-scale military crises in what became known
as the “Third Taiwan Strait Crisis.” The U.S. Clinton Administra-
tion then deployed its aircraft carriers Independence and Nimitz
to Taiwanese waters in a demonstration of its commitment to
security in the Western Pacific. The U.S. also made many arms
sales to Taiwan during this time as well.
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OnJune 9, 1995, President Lee Teng-H
with the people in my heart" for the Olin
University in the U.S.
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pective of Post-War
U.S. Relations
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Overview
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From the years of shortages to the current U.S.-China tech war
and Taiwanese leadership in the global semiconductor
industry, the U.S. has played a pivotal role even as Taiwan
weathered international and diplomatic crises one after
another.

The U.S. was initially reluctant to support the R.O.C. when the
government evacuated to Taiwan in 1949. It was not until
1950, the Korean War broke out, the U.S. then dispatched a
fleet to patrol the Taiwan Strait and supported the R.O.C. as
the China’s representative to the United Nations Security
Council. In 1955, aid began flowing under the “Mutual Defense
Treaty between the United States of America and the Republic
of China” that was signed between the two parties.

In 1971, R.O.C. withdrew from the United Nations. In 1979,
followed by the breaking off of diplomatic relations with
R.O.C,, the U.S. terminated the "“Mutual Defense Treaty.” The
U.S. Congress nevertheless passed the “Taiwan Relations Act”
in 1979 to support democracy and liberty in Taiwan. The Act
provided a legal framework for unofficial cooperation between
the U.S. and Taiwan, as well as the necessary basis for U.S.
commitment to the security of Taiwan.
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When the Korean War broke out in 1950, U.S. President Truman
feared that an expansion of Communist influence. The 7th Fleet
was directed to assist in the defense of Taiwan and enforce the

neutrality of the Taiwan Strait. The assistance temporarily pulled
the R.O.C. government back from the edge of total collapse.

In 1954, the United States began talks with R.O.C. over the
“Mutual Defense Treaty.” The People’s Republic of China (PRC)
responded by issuing the “Joint Declaration for Liberating
Taiwan” and launching artillery bombardments of Kinmen and
Mazu. PRC actions accelerated the implementation of the
Mutual Defense Treaty by the U.S. and Taiwan. The “Mutual
Defense Treaty between the United States of America and the
Republic of China” was formally passed by the U.S. on February
9, 1955. Once the Treaty took effect in March, it provided Taiwan
with strong security and diplomatic guarantees.

GEsriomE
risn b
ET ]
rhanicf® 2" Y

P TR e )
P T B E T ST Y

MR o =T W B
e I T T A Y

Under the “Mutual Defense Treaty”, Taiwan was to be provided with military
assistance necessary for fighting Communism. The Treaty covered only Taiwan and
Penghu, but not Kinmen, Mazu, or other islands controlled by R.O.C. forces. Two
Taiwan Strait Crises took place between 1954 and 1955 and in 1958 when the PRC
sought to test the veracity of the "Mutual Defense Treaty.”
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US Aid and Economic Development

The U.S. Congress passed the “Mutual Security Act” in 1951
authorizing the official provision of aid to Taiwan in many forms.

This assistance was a godsend to Taiwan's massive deficits at the
time. In addition to physical goods, approximately US$100
million in USD loans were provided every year along with several
infrastructure projects. The aid was gradually replaced by
interest-free loans after 1962 and terminated in 1965.
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On December 10, 1963, the contract for the second
tranche of U.S. aid worth US$15 million was signed by
Yen Chia-Kan, Deputy Chair of the Economic Cooperation
Council, and Jerauld Wright, U.S. Ambassador to R.O.C,,
on behalf of the R.O.C. and the U.S.
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On February 12, 1963, the deep sea tuna fishing trawlers
Kuotai No.1 and Yonghe No.1 built with U.S. aid were launched
in Kaohsiung.
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Taiwan Relations Act and The Six Assurances
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While the U.S. no longer recognized R.O.C,, it did not agree to
the PRC's demand to cease sales of defensive weaponry. to our
country. To guarantee the security of Taiwan, the "Taiwan
Relations Act” was passed by the U.S. Congress and signed
into law by the President on April 10, 1979. The new law
provided a framework and guarantees for the security of
Taiwan, legal issues, and Congressional oversight after the
breaking of diplomatic relations.The act is the core framework
of Taiwan-U.S. relations. It defined the non-official yet
quasi-official nature of bilateral relations.

To assuage the concerns of the Taiwanese authorities, the
Reagan Administration proposed the “Six Assurances” as a
show of support for Taiwan.In 2016, the U.S. House of
Representatives passed H.C.R. 88, reaffirming the Taiwan
Relations Act and the Six Assurances as the cornerstone of
U.S.-Taiwan relations.
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On April 13, 1979, Minister of Foreign
Affairs Chiang Yen-Shih reported to
President Chiang Ching-Kuo that the
“Taiwan Relations Act” had been passed
by the U.S. Congress and signed into law
by U.S. President Carter.







