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Since resuming publication, the Taiwan Brain Trust has received a great deal of advice which we highly 
appreciate. Your suggestions and encouragement serve as a driving force to us as we strive to better the 
publication. In this month’s Taiwan Brain Trust Newsletter, we have invited experts in their fields to address a 
variety of pressing domestic and international issues including local government finances, social insurance, the 
politics of the PRC, Obama and Xi’s telephone diplomacy, Japan’s new security legislation, Abe’s statement 
marking the 70th anniversary of the end of WWII, and Taiwan’s relationships with Southeast Asian nations.  

Facing a financial crisis, Miaoli County was unable to even pay county employee salaries, which raised 
concerns around the country. In his article, “Local Government Finances Set Off Alarm Bells”, Hank Huang, 
PH.D. of Urban and Regional Planning, Graduate Institute of Urban Planning, National Taipei University, 
discusses the financial difficulties faced by local governments in Taiwan today and proposes a solution for their 
consideration. 

In “Using Social Insurance to Build Social Cohesion and a Taiwanese Identity”, Tsai Hung-jheng, Professor 
of Department of Sociology, National Sun Yat-sen University, compares various Welfare Capitalist philosophies 
with Taiwan’s National Health Insurance and Pension programs, and provides suggestions for reform that are 
thought provoking and worth considering.  

As Central Police University, Department of Public Security Associate Professor Tung Li-wen points out in 
“China’s Recent Political Situation and Cross-strait Relations”, there have been many “abnormalities” in the 
recent Chinese political situation leading outside observers to conclude that Xi Jinping has yet to consolidate 
power. PRC policies towards Taiwan are currently murky and will not become clear until after Xi’s visit to the 
US in September this year. 

National Quemoy University Department of International and Mainland China Affairs Assistant Professor 
Lu Cheng-fung “Obama and Xi Jinping’s Telephone Diplomacy” analyses the implications of “telephone 
diplomacy” for US-China relations. Regular phone conversations between the American and Chinese heads 
of state assist in resolving international and bilateral issues and are an important tool for communication and 
coordination between the two nations. 

In July, the lower house of the Japanese Diet attracted international attention when it passed new security 
legislation enabling the country’s Self-Defense Forces to send troops to support allies abroad, in addition to just 
protecting the homeland. In “Japan’s New Security Legislation and Asia-Pacific Security”, Taiwan Thinktank 
Vice President Lai I-chung expresses the opinion that if the legislation passes Japan’s upper house in September 
this year, the US-Japan Alliance and Asia-Pacific security will be deeply impacted and Taiwan should pay close 
attention. 

August 15 marked the 70th anniversary of the end of World War II. Nations involved in the conflict held 
events to commemorate the occasion, but Japanese Prime Minister Shinzo Abe’s remarks garnered particular 
attention. How did people react within and outside Japan and what exactly is Abe’s position? Director of TBT 
Research Department Li Ming-juinn, offers his analysis in “The Significance of the Abe Statement 70 Years 
After World War II”. 

In 2015, Southeast Asian nations announced the advent of the ASEAN Economic Community (AEC). In 
his article, “New Thinking on Taiwan’s Southeast Asia Strategy”, Alan Hao Yang, Director of the National 
Chengchi University (NCCU) Institute of International Relations’ Asia Pacific Division, discusses the political 
and economic relationships between Taiwan and the ASEAN nations and offers interesting new ideas to 
consider for Taiwan’s Southeast Asian strategy. 

In this globalized 21st century, Taiwan, as an island- nation, needs to take a macro view of the world. The 
Taiwan Brain Trust hopes to offer analyses of major events, both in Taiwan and around the world, for local 
readers as well as provide a Taiwan perspective for readers around the world. If you have any suggestions or 
comments please drop us a line at info@braintrust.tw or follow us on Facebook.

Editor's Note
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Local Government Finances Set Off Alarm Bells

Only recently, the Miaoli County Government 
finally allowed the central government to 

intervene in the county’s financial operations. 
Taiwan’s Executive Yuan agreed to an emergency 
advance of NT$800 million so Miaoli could 
finally pay employee salaries. However, the 
question remains, will Miaoli County be able to 
pay personnel on time moving forward? This is 
the first time the central government has been 
put in control of a local government’s finances, 
which poses a new phase of challenges for 
heavily indebted city and county governments.  
Miaoli’s financial troubles highlight three warning 
signals that apply to all local governments: 
Firstly, in an era of soaring debts, county and city 
government cash flows are hitting bottlenecks. 
Second, Miaoli’s meltdown casts doubt on the 
credit worthiness of local governments. And 
finally, third, the public realizes that government 
services are not a given and could potentially be 
suspended due to lack of funds.  

L ike  any  househo ld  o r  co rpora t ion , 
governments too must carefully plan and manage 
their cash flow to avoid bouncing checks and 
ensure sufficient funds are on hand to make 
needed purchases. A local government’s 
expenditures include not only salaries for civil 
servants and pensions for retirees paid out each 
month, but also the maintenance and utility 
fees for equipment and facilities, benefits for 
disadvantaged residents, and elementary and 
junior high school lunch programs. On the 
revenue side, in addition to tax redistribution 
funds and subsidies provided by the central 
government, local tax revenue comes in year 

round from various sources, such as the license 
plate tax, house tax, land value tax, and land 
value increment tax. Now in July, at only mid-
year, Miaoli County is already unable to pay out 
salaries and needed an advance from the central 
government on future subsidies. This shows that 
the local government is incapable of properly 
managing its cash flow, which is especially 
concerning because students will be going back 
to school in September. Will the funding be there 
for elementary and junior high schools to start 
up on time and operate normally? All of these 
problems are the result of not having an effective 
cash flow management mechanism in place. 

The second warning sign is that the credit 
worthiness of local governments is in jeopardy. 
People have long believed that governments 
could not possibly go bankrupt, so financial 
institutions, seeing both the government itself 
and its employees as nearly no-risk, grant them 
easy credit. However, it is this exact mistaken 
impression that has provided low cost financing 
to local governments. With the added benefit 
of low interest rates, local governments gladly 
take on debt to finance routine expenses 
without considering the true cost. Compare that 
impression to governments abroad and their 
constant stream of municipal bond defaults and 
late payment of civil servant salaries. Miaoli’s 
example serves to show that there are cracks 
appearing in the credit worthiness of cities and 
counties in Taiwan. This could lead to future 
increases in the cost of debt financing faced by 
these governments. 

Hank Huang
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The third warning is the possibility of 
government service stoppages. In theory, 
a  government’s  budgeted revenues and 
expenditures must be balanced. Take Miaoli’s 
budget of more than NT$20 billion, in 2013, 
it received about NT$10.9 billion in central 
government subsidies and NT$3.5 billion in 
tax redistribution funds, which equals over 
half of the county’s total annual expenditure. 
Adding in local tax revenues and debt financing, 
Miaoli’s total available cash should be quite 
sufficient to cover both current and capital 
account expenditures. However, a large portion 
of central government subsidies are provided as 
a centralized disbursement (meaning all accounts 
are consolidated under the county’s name, 
providing more flexibility), so these subsidies 
are being used in ways different than intended. 
In other words, the low-income subsidies and 
lunch subsidies for disadvantaged students 
provided by the central government cannot be 
transferred to those in need of assistance. Not 
to mention, we are now in typhoon season and 
could face disaster assistance and reconstruction 
costs caused by storms that make landfall. These 
potential shortfalls highlight the huge impact that 
failures and errors in the financial operations of 
local governments have on their ability to provide 
government services. The financial situation in 
Miaoli serves as an example of the current failed 
budget system.  

The source of these above errors is a lack 
of fiscal discipline brought about primarily by 
deficiencies in transparency and accountability. A 
legislature that never once cut the budget in over 
20 years created a lack of checks and balances 
in the budgeting process. Voters often want 
government to provide social welfare and launch 
construction projects, so politicians borrow to 
build white elephants or put on fireworks displays 

in their quest to improve opinion poll numbers. 
When these policy missteps lead to cash flow 
crunches, honestly speaking, the victims are 
the same voters who initially ignored fiscal 
discipline.  

The solution to Miaoli’s budget problem is 
not difficult. If the county strengthens fiscal 
discipline and maximizes the effectiveness of 
every cent of the budget, then one day it will 
get back on the right financial track. Miaoli’s 
experience should be a wake up call to other local 
governments. If this cannot spur them into action 
to improve financial discipline, then Miaoli will 
not be the only local government looking to 
Taipei for assistance. The central government 
must look at Greece’s experience. How long can 
a government approaching its borrowing limit 
continue to tolerate waste and corruption? 
(Hank Huang is PH.D. of Urban and Regional 
Planning, Graduate Institute of Urban Planning, 
National Taipei University, Taiwan)
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Using Social Insurance to Build Social Cohesion and a 
Taiwanese Identity

To achieve successful development, capitalist 
societies must maintain balance amid a basic 
inherent tension. A person’s labor must be 
commoditized in order to accumulate capital. 
However, man’s social nature does not allow 
for people to be completely commoditized like 
mere objects. For the most obvious example 
of this, we can look at people themselves. In a 
market economy, labor power is the measure of a 
person’s worth, but we all know that our parents 
did not have children simply in order for us to 
join the labor force. 

From this, one can infer that the advancement 
of industry relies on striking a balance between 
increased commoditization of labor (cultivation 
of greater human capital) and de-commoditization 
(stronger social security and social trust). 
Therefore, the analysis of a social welfare system 
is equivalent to analyzing a particular type of 
welfare capitalism: How does the system, while 
accumulating capital, strike a balance between 
government and society and from this balance 
further accelerate economic development. For a 
comparison of the three primary forms of welfare 
capitalism on a variety of factors, please see 
Chart 1. 

Social insurance was first created in 1883, well 
over 100 years ago. Since then, it has become 
the most common form of social security utilized 
around the world. The main reason for this is 
because social insurance can turn huge risks in 
the life of one individual into a cost that can be 
borne by the group. If coverage is widespread, 
insurance premiums are affordable, and payouts 
are generous, the de-commoditization effect 

of social insurance approaches that of social 
democracy. In contrast, if payouts strictly 
match insurance premium levels, then there is 
not much to differentiate social insurance from 
commercial insurance, which is more similar to 
the market-centered liberal system. Therefore, 
social insurance has a systematic flexibility. In 
accordance with different capital accumulation 
conditions and processes of social development, 
adjustments can be made to the social insurance 
premiums and payouts. If administered well, 
social insurance is not only the most effective 
method to control capital accumulation, it can 
also create social cohesion. People of all classes 
have faith that the nation’s purpose is the welfare 
of its people, so class identity is transformed into 
a national identity and allegiance to the country.

Taiwan’s National Health Insurance (NHI) 
system is the perfect example. NHI has adopted 
universal coverage, so risk is apportioned 
most effectively and disadvantaged groups 
have improved access to medical care, thereby 
successfully reducing the government’s financial 
burden. At the same time, premiums also result in 
a certain level of income redistribution, so NHI 
is much more successful at de-commoditization 
and de-stratification than the insurance programs 
included in Bismarck’s State Socialism, which 
were based on occupation. The result in Taiwan 
is a system most similar to those offered in social 
democracies. Alternatively, pensions ultimately 
utilize an occupational model, with different 
contribution rates and income replacement ratios 
for different jobs. Under the so-called “National” 
Pension, homemakers or self-employed street 

Tsai Hung-jheng
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vendors do not fit into any existing occupational classification, and their payment rates are stuck at the 
lowest income replacement ratio level. 

Before launching welfare reforms, Taiwan should first hold discussions on implementing a variety 
of social insurance programs. Once there is a strong consensus, the public should be educated 
truthfully and have the opportunity to communicate their opinions. If the public cannot accept the 
reforms, payout levels must be reduced, but universal coverage must be maintained. After the system 
has achieved successes and cultivated public trust, it can further expand tax revenue sources to raise 
the payout levels on a path towards social democracy. The worst possible course would be to maintain 
the current social assistance program, a form of government handout with consistently low payout 
levels and wealth restrictions. Serious financial deficits will result, while aid recipients continue to be 
stigmatized as “parasites”. Social stratification will become more pronounced. This would go against 
the ideals of the Sunflower Student Movement, which stressed establishment of a civil society with 
equal participation where individuals have dignity and each can live a decent life.

Chart 1  Characteristics of the Three Types of Welfare Capitalist Systems

(Tsai Hung-jheng is Professor of Department of Sociology, National Sun Yat-sen University, Taiwan)

Social Assistance Social Insurance Social Democracy
Core distribution 
mechanism

Market The Country / Civil society Civil society

Payout qualifications Review of assets Premiums and payouts Social citizenship
Scope of coverage As small as possible Based on occupation Universal
Model of social cohesion Residual Hierarchical / Universal Universal
Source of revenue Taxes / Private charitable 

donations
Insurance premiums / Earmarked 
taxes

Taxes

Advantages GDP growth Flexible balance between financial 
affairs and social citizenship

Completely equal 
social citizens

Disadvantages Wealth gap Occupation-based stratification High taxes
System setup conditions National development 

benefits from (is subject to) 
the free market 

Effective national control of the 
market

Middle class is the 
backbone of society, 
strong unions and class 
politics 

Labor and industry policy Market-determined 
stratification 

Nation-led stratification (pillar 
industries under a catch up policy)

Nation-led equalization 
(industry innovation 
under a risk-sharing 
system)

Example nations USA, UK Germany, Japan Scandinavian countries  
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China’s Recent Political Situation and Cross-strait 
Relations

Changes in China’s political situation can be 
observed from two perspectives: China’s 

“normal” and “abnormal” political agendas. 
Recently, however, abnormal situations driving 
changes in China’s political scene have far 
outnumbered normal ones.

First, the Communist Party’s normal political 
agenda states that the 13th Five Year Plan should 
be presented in 2015, but Beijing clearly is not 
making as big a deal about this five-year plan 
as it has other economic plans over the past 25 
years. This does not mean, however, that the 13th 
Five Year Plan is not important. It is still being 
formulated at various levels of government, both 
central and local. In reality, however, central 
government agencies and local governments 
are using the occasion to “shout slogans” as a 
means of, one, determining which way the wind 
is blowing within the CPC and, two, to bargain 
with the Central Government to get bigger 
chunks of the national budget. Outsiders are 
generally unaware of the chess game that takes 
place between the CPC and agencies within the 
government, between agencies, between the 
Central Government and local governments, and 
between local governments at times like these.

The success of the 13th Five Year Plan hinges 
on whether the “comprehensive deep reforms” 
gain traction. In this “new norm”, it is hoped that 
structural adjustments and opening up the service 
industry will be an impetus to economic growth 
and spur development in emerging industries, 
all of which require a sound investment 
environment. As such, in addition to establishing 
the rule of law, setting up an economy under the 

rule of law, and leveling the playing field, China 
needs to consider how to rekindle the desire of 
local governments to attract investment. The 13th 
Five Year Plan needs to take this important issue 
into consideration.

Second, this year has seen an unusual amount 
of abnormal situations affecting China’s political 
agenda, including the slump in China’s stock 
market which caused public security to circle 
the wagons to “defend the market” or “defend 
stocks”. China also promulgated a new national 
security act and internet security act and arrested 
large numbers of human rights lawyers around the 
country, shocking the international community. 
The government also announced a corruption 
scandal involving Ling Ji-hua, the director of 
general office of CPC Central Committee and 
director of the United Front Work Department. 
As we can see, China’s recent abnormal political 
agenda is diametrically opposed to establishing 
the rule of law, setting up an economy under the 
rule of law, and leveling the playing field. 

“Defending the market” runs counter to market 
economy principles and activities to that end 
have reminded investors worldwide that China’s 
stock market is controlled by the country’s 
government. The passage of the national security 
act and internet security act is little more than an 
attempt to justify actions taken to deprive people 
of their civil rights. In the hands of China’s 
Communist Party, the definition and function of 
law are starkly different than those of democratic 
countries under the rule of law. China’s arrest 
of human rights lawyers is tantamount to 
announcing to the world that the laws of the PRC 

Tung Li-wen
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are not credible and are ineffectual, because even 
defense attorneys, whose job it is to safeguard 
human rights and who perform their duties in 
accordance with the law, can be and are arrested. 

Interestingly, the Chinese Communists set 
the tone for the Ling Jihua case by calling it 
a “serious breach of party political discipline, 
political practices, organization discipline, and 
security discipline”. Because Ling served as the 
director of General Office of the CPC Central 
Committee, deputy directors of General Office 
of the CPC Central Committee Wang Zhongtian, 
Zhang Jianping, and Zhao Shengxuan as well as 
General Office Bureau heads Chen Ruiping and 
Ding Xiaowen were transferred out. A number 
of personnel at the Central Security Bureau were 
also moved around and Central Security Bureau 
Director Cao Qing and Deputy Director Wang 
Qing were transferred. It is difficult to estimate 
just how much impact this case has had.

In the case involving Bo Xilai, secretary of 
the Chongqing city party committee, Wang 
Lijun, head of the Ministry of Public Security, 
fled to the US consulate with large quantities of 
classified information. In a scandal involving 
Zhou Yongkang, Political and Legislative Affairs 
Committee Secretary and head of intelligence, 
Zhou was accused of “leaking party and national 
secrets”, but outsiders have never found out what 
secrets he is supposed to have given away. This 
is what is great about being the top spy: the CPC 
either does not know what he leaked or is afraid 
to talk about it. And now, the one who leaked 
secrets was a deputy director of General Office of 
the CPC Central Committee. China has a serious 
leak problem.

International experts have all reached similar 
conclusions regarding the state of Chinese 
politics: political tensions are very high internally 
and Xi Jinping has not consolidated his grip on 

power, so he is countering with a heavy hand. 
That said, most experts agree that in the end, Xi’s 
hold on power and the stability of the Chinese 
Communist Party hinges on whether China is 
able to grow its economy steadily, but people 
have been shy about placing any bets on its 
success. After all, the collapse of China’s stock 
market has caused optimists to become cautious 
about China’s economic development.

Perhaps the Taiwan Affairs Office of the 
State Council has been hesitant to declare any 
positions on Taiwan, because Xi has just been too 
busy dealing with domestic affairs to set a tone 
for China’s Taiwan policies. On the one hand, Xi 
has been personally managing policies dealing 
with Taiwan, from large to small. For example, 
when he recently arrived in Jinmen to sign an 
agreement to sell water, Su Shulin, the governor 
of Fujian, had to state that this matter had the 
approval and support of General Secretary Xi. 
On the other hand, the Taiwan Affairs Office of 
the State Council has maintained a low key and 
only offered brief blurbs on such issues as Tsai 
Ing-wen and Hung Hsiu-chu and even the cross-
strait exchanges involving Taipei and Kaohsiung. 
The director of the Taiwan Affairs Office of the 
State Council even disappeared from the media 
for a while and his visit to the US was cancelled. 
China seems to have placed its Taiwan policy 
on a backburner and might not make any clear 
statements about it until after Xi Jinping’s visit to 
the US in September. 
(Tung Li-wen  is Associate Professor of 
Department of Public Security, Central Police 
University, Taiwan)
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Obama and Xi Jinping’s Telephone Diplomacy

US President Barak Obama telephoned 
Xi Jinping for the fifth time on July 21, 

2015. It was the second time this year. Obama 
reconfirmed the invitation for Xi’s September 
visit to the US, despite calls that it be canceled. 
Among those calling for the withdrawal of 
the invite were members of Congress who are 
censuring the PRC over such issues as Chinese 
hackers stealing employee information from the 
Office of Personnel Management and its masse 
arrests of human rights lawyers.

The PRC media carried stories dealing with 
Xi’s acceptance of the US invitation. “At your 
request, Mr. President, I will be arriving in 
America on a state visit in September. I am 
willing to work with you during the visit to 
further the understanding and friendship of 
the peoples of our two nations and to extend 
collaboration across the board.” The White 
House issued a press release expressing Obama’s 
appreciation to Xi for China’s help with Iran and 
the P5+1, enabling the reaching of an historical, 
long-term, verifiable agreement with Iran on the 
issue of the development nuclear weapons. US 
and Chinese leaders also agreed that continued 
Sino-American cooperation could ensure the 
realization of a common comprehensive action 
plan. At the end of their conversation, Obama 
told Xi that he looked forward to Xi’s September 
visit. This was the latest in a series of phone calls 
made by Obama to the heads of countries that 
are permanent members of the United Nations 
Security Council and its allies in the Middle East 
since the agreement on non-proliferation with 
Iran was finally hammered out.

Obama and Xi have not had the opportunity 
to meet, either in summits or in international 
conferences, since late 2014 when they met 
at Beijing APEC, the bilateral meeting at 
zhongnanhai, and the G-20 summit in Brisbane, 
Australia. They met a total of nine times in 2013 
and 2014—an average of four-plus times a year. 
These occassions included Obama’s trip to China, 
APEC’s annual informal leaders meeting, the 
G-20 summit, and the nuclear security summit. 
The private meeting at a private estate in June 
of 2013 in the Sunshine State of California was 
one of these occasions. With China’s unstoppable 
rise on the international stage and US-Chinese 
relations becoming the most important bilateral 
relationship on the planet, summits between 
Obama and Xi have commanded the global 
spotlight. When the two leaders are unable 
to meet for any length of time, conversations 
over the telephone allow them to catch up on 
important matters and to improve their personal 
relationship. During Hu Jintao time in office, his 
met at least 12 times with US leaders. Obama has 
a year and half left in office and it still remains 
to be seen whether the number of times that he 
and the Chinese head of state will surpass Hu’s 
dozen. Visits of this sort are an indicator of how 
US-Chinese relations are developing.

To underscore the importance Washington 
attaches to its relations with Asia-Pacific nations, 
White House National Security Advisor Susan 
Rice announced on 6 February that the US 
extended invitations to Japanese Prime Minister 
Abe Shino, Chinese President Xi Jinping, South 
Korean President Park Geun-hye, and Indonesian 

Lu Cheng-fung
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President Joko Widodo to visit Washington, 
DC in 2015. On February 10, President Obama 
phoned Xi to personally invite him to the US on 
an official visit during the latter half of the year.

In what can be seen as a clever diplomatic 
move, Obama publicly invited Xi to the US 
seven months early as a way to express his 
thanks for the fine reception he received during 
his state visit to China in late 2014. It was also an 
opportunity to indicate his hope that the US and 
China would continue to work together in this 
new year. During his State of the Union Address, 
Obama said that if it were not for America’s 
leadership, China might take its place. China 
will soon be convening its NPC & CPPCC. 
The US hopes that China will continue to carry 
out reforms aimed at developing a consumer-
oriented economy and a market exchange rate 
mechanism. Japanese Prime Minister Abe arrived 
in Washington in April. Obama escorted him to 
the Lincoln Memorial and received him with a 
military ceremony on the White House’s South 
Lawn. After holding a meeting, the two leaders 
held a press conference in which Obama talked 
on such matters as freedom of navigation on the 
South China Sea and support of the Philippines 
desire to use arbitration as indicated at the 
international court. He also pointed out the US 
position on the Asian Infrastructure  Investment 
Bank(AIIB).  

Abe was asked to speak before Congress. In 
order to mitigate Beijing’s mistrust and before 
Abe even arrived on American soil, the US 
revealed that Obama will have held nine state 
dinners since his inauguration seven years ago. 
The eighth would be for Abe and the ninth will 
be to receive Xi. First Lady Michelle Obama 
personally attends and meticulously plans these 
White House state dinners each of which costs an 
average of US$500,000.

Obama called Xi for the first time on 14 

March 2013. Xi had just become president and 
Obama called to congratulate him and to discuss 
the importance of visits from top-level officials 
to develop bilateral relations and to advance 
cooperation. The two leaders also agreed to 
maintain frequent and direct communication. 
President Obama rang Xi up twice in 2014, 
once in March and once in July. During these 
conversations, Obama told Xi that he looked 
forward to the APEC summit in Beijing in 
November and to his own third visit to China. 
The US and China have more than 90 channels 
of communication. The regular conversations 
that US and Chinese leaders have over the phone 
serve to clear away obstacles prior to scheduled 
official visits and as a starting off point for 
practical cooperations. The leaders use these calls 
to work together to manage issues about which 
the two sides have divergent views, especially 
on key regional and global issues. They will 
continue to use them to build up official top-level 
communications between the US and China and 
to help improve Obama and Xi’s relationship and 
to build trust and friendship between them and 
their nations.
( Lu Cheng-fung is Assistant Professor of 
Department of International and Mainland China 
Affairs, National Quemoy University, Taiwan)
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Japan’s New Security Legislation and Asia-Pacific 
Security

Lai I-chung

After Japan and America announced a new 
set of Guidelines for U.S.-Japan Defense 

Cooperation in April 2015, Japan’s cabinet 
on May 14 approved revisions to two security 
bills in accordance with the new guidelines. 
Separately they are called the Peace and Security 
Legislation Development Bill and International 
Peace Support Bill. Together the two bills, 
known as Prime Minister Shinzo Abe’s new 
security legislation, passed in the House of 
Representatives, Japan’s lower house, on July 16. 
The upper house of the Japanese National Diet, 
the House of Councilors, is expected to decide 
on the new legislation during its next session in 
September. Passage of the legislation will have a 
significant impact on the U.S.-Japanese Alliance 
and on Asia-Pacific security. Taiwan must pay 
close attention to these developments. 

Content and Impact of the New Security Legislation
The two components  of  the  secur i ty 

legislation are the Peace and Security Legislation 
Development Bil l  and the International 
Peace Support Bill. The latter governs how 
Japan provides “support” operations when an 
international situation erupts requiring a common 
response. The former encompasses revisions to 
a total of nine laws including the Self-Defense 
Force Law, Armed Attack Situation Response 
Law, Laws Concerning Cooperation for United 
Nations Peace-keeping Operations and Other 
Operations (includes the UN Peace-Keeping 
Operations Law), Situations in Areas Surrounding 
Japan Law (renamed Law to Ensure Security for 
Situations that will Have an Important Influence 
on Japan’s Peace and Security), and Ship 

Inspection Operations Law. When including the 
National Security Council Establishment Act, a 
total of 10 laws will be affected by the legislation, 
which is quite far-reaching. 

When the Japan-U.S. Defense Guidelines were 
last revised in 1997, the scope was expanded from 
“exclusive defense of the Japanese homeland” 
to “situations in the neighboring region”. In 
accordance with this development, Japan 
established the Situations in Areas Surrounding 
Japan Law and revised the Self-Defense Force 
Law, Ship Inspection Operations Law, and its 
Acquisition and Cross-Servicing Agreement 
(ACSA) with the United States. Following 
passage of the Anti-Terrorism Special Measures 
Law in 2001 and Japan’s support operations in 
Iraq starting in 2003, Japan implemented a two-
phase emergency situation legislation framework. 
Whenever there is a revision to any alliance 
defense guidelines (such as the 1997 revisions 
to the Guidelines for U.S.-Japan Defense 
Cooperation) or new situations arise (such as the 
War on Terror following the 9/11 terrorist attacks 
in 2001), Japan must legislate in response in 
order to keep up with mission requirements. This 
time is no different. 

The new 2015 guidelines stress dealing with 
grey areas to within the U.S.-Japan alliance to 
create a seamless transition from peacetime 
to wartime cooperation. Also, the scope of the 
U.S.-Japanese Alliance has further expanded 
from the area surrounding Japan to the entire 
world. The active response role of Japan is 
strengthened. Under the new legislation, Japan’s 
international cooperation is no longer restricted 
to UN Peacekeeping Operations and no longer 
limited to just supporting the U.S. military. 
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Even if Japan has not been attacked, the Self-
Defense Forces (SDF) can be authorized to use 
force to aid ally nations (militaries). For future 
international collaboration missions, Japan will 
not need to revise or make new legislation in 
order to participate. When Japanese nationals 
are in trouble abroad, the SDF can mount rescue 
operations (previously, Japan could evacuate 
nationals, but not rescue). These abilities are 
unprecedented and vastly increase the flexibility 
of a Japanese response and strengthen Japan’s 
ability to support its U.S. ally.  

Domestic Opposition to the Security Laws and 
Likelihood of Passage 

In early June, constitutional scholars (including 
one invited by the ruling Liberal Democratic 
Party) testifying in the Japanese Diet declared the 
new security legislation unconstitutional, while 
the political opposition has branded the bills “war 
legislation”. The majority of media outlet polling 
shows that opposition outpaces support. This 
result reflects the fact that Abe has not actively 
explained the legislation to the public, so people 
do not sufficiently understand the changes, while 
others feel Abe utilized his coalition’s majority 
in the Diet to force through an unconstitutional 
law. Although Abe’s approval rating has slipped, 
that does not mean the majority of the public 
completely oppose the legislation.  

Abe, keen to quickly pass the legislation, is 
utilizing the “60-day Principle”: After the House 
of Representatives passed the bills on July 16, 
they were sent to the House of Councilors. If 
the upper house does not hold a vote within 60 
days, then the bills are considered rejected by 
the upper house and are kicked back down to 
the lower house. If that should happen, Abe can 
use his LDP-Komeito Coalition in the House of 
Representatives to pass the bills with a two-thirds 
majority before the extraordinary session ends on 
September27. 

Furthermore, negotiations over the Trans-
Pacific Partnership (TPP) could be completed 
by early August, meaning that the annual 
budget and TPP negotiation outcome will need 
to be reviewed during the new Diet session in 
September. Added to that, Abe’s term as president 
of the LDP will end on September 3. All these 
factors are prompting Abe to accelerate passage 
of the security legislation.  

China on Edge over Japan’s Security Legislation 
If the new security legislation passes, it will 

benefit U.S.-Japanese defense cooperation 
and will strengthen America’s Asia-Pacific 
“rebalancing strategy”. Nations such as the U.S., 
Australia, and the Philippines have welcomed the 
legislation. However, some feel that the Japanese 
security legislation will trigger a security 
dilemma, increasing tensions in the region and 
making China and Korea uneasy. However, 
South Korea has protections under the U.S.-South 
Korean alliance, so it is not concerned about the 
impact to its national security, but is primarily 
dissatisfied with Japan’s attitude towards its 
own actions during World War II. China, on the 
other hand, is truly concerned about the affect of 
Japan’s legislation on China’s regional position. 
China’s provocative actions in the East and 
South China Seas are the reason neighboring 
nations welcome the new security legislation. 
Under the security dilemma logic, so-called Sino-
Japanese competition is causing anxiety in the 
Asia-Pacific region and the Taiwan Strait, but 
this is inconsistent with the facts. The laws are in 
Taiwan’s national interest and should be seen as a 
positive development. 
(Lai I-chung is Vice President of Taiwan 
Thinktank)
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The Significance of the Abe Statement 70 Years After 
World War II

Li Ming-juinn

Countries around the globe marked the 70th 
anniversary of the end of World War II on 

Aug. 15 this year with various commemorative 
events and ceremonies. Among these, the 
statement by Japanese Prime Minister Shinzo Abe 
was closely watched because, Abe is regarded as 
a right-wing hawk because he seemed to deny 
that Japan waged a war of aggression during 
World War II when stating many years ago 
that the term invasion had not yet been defined 
academically and internationally. Moreover, the 
country’s relations with its neighbors China and 
Korea remain strained which is why the content 
of the Abe Statement was so significant for the 
international situation in all of East Asia.

Abe Again Demonstrates Goodwill
Basically, successive Japanese cabinets have 
repeatedly acknowledged the country’s 
wartime aggression and colonial behavior and 
expressed their regrets over the atrocities that 
Japan inflicted on the people of the neighboring 
countries. Previously, the Japanese government 
has on various occasions expressed remorse 
over Japanese aggression in World War II, the 
comfort women issue and the compilation of 
[controversial] Japanese history textbooks. These 
include statements by Prime Ministers Tomiichi 
Murayama (50 years after the end of the war in 
1995) and Junichiro Koizumi (60 years after the 
end of the war in 2005) as well as Chief Cabinet 
Secretaries Yohei Kono (in 1993) and Kiichi 
Miyazawa (1982). The Abe Statement this time 
included all the keywords of the Murayama and 
Koizumi statements regarding Japan’s remorse 

over its history such as “aggression” and “colonial 
rule” and reiterated “feelings of deep remorse 
and heartfelt apology.” Therefore we could say it 
demonstrated greatest goodwill and sincerity.
Nevertheless, the Japanese left remains critical 
regarding the content of the Abe statement. 
Japanese right-wing critics have also expressed 
disappointment, denouncing Abe for ultimately 
opting to give in to China and South Korea. 
The Sankei Shimbun, however, hailed the Abe 
Statement for choosing a path of contributing to 
the world. The government of Taiwan President 
Ma Ying-jeou voiced hopes that the Japanese 
government will continue to squarely face 
historical reality and be able to feel deep remorse 
and draw a lesson from its past. He urged Japan 
to build friendly cooperative relationships with its 
neighbors based on forward-looking thinking and 
a responsible attitude in order to advance regional 
peace and prosperity. Taiwan’s major opposition 
Democratic Progressive Party (DPP), for its 
part, positively noted Abe’s pledge to maintain 
peace and pointed out that his willingness to face 
history will help regional peace and stability. The 
DPP also expressed hopes for closer cooperation 
between Taiwan and Japan for the sake of peace, 
democracy and prosperity in the region and the 
world.
At the same time, Australia, Indonesia, the 
Philippines and the United States hailed the 
Abe Statement. North Korea, however, strongly 
denounced Japan for deceiving the international 
community and for failing to apologize for its 
colonial rule of the Korean Peninsula. As for 
the reaction of China and South Korea, the two 
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nations that Japan watches most closely, Seoul 
declared it would observe whether Abe walks 
his talk. However, South Korea’s major political 
parties and civic groups were not happy with the 
Abe Statement because they felt it lacked sincerity. 
Beijing had Vice Foreign Minister Zhang Yesui 
summon Japanese ambassador to China Masato 
Kitera to convey China’s solemn position on the 
Abe Statement. Zhang pointed out that “Japan 
should have deeply apologized to the peoples of 
the victimized countries; China does not tolerate 
any behavior that distorts history.” Obviously, the 
Abe Statement can hardly make everyone happy 
but to a certain degree it is palpable that it has 
already been accepted.

Two Aspects that Deserve Attention
There are two aspects regarding the Abe Statement 
that deserve attention: First, Abe changed the 
nature of the statement which to date had been 
termed a “personal” stance. On the eve of the 
statement Aug. 14, Abe called an extraordinary 
cabinet meeting at 5 p.m., where the wording 
of the statement was discussed and confirmed 
in its final version and then announced in the 
form of a “cabinet resolution.” As a result, the 
Abe Statement does not simply represent Abe’s 
personal view but the stance of the Japanese 
government. At the same time, Abe emphasized 
that “such position articulated by the previous 
cabinets will remain unshakable into the future.” 
Second, in the statement Abe directly stated that in 
Japan the postwar generations now exceed eighty 
per cent of the population and urged “We must not 
let our children, grandchildren, and even further 
generations to come, who have nothing to do with 
that war, be predestined to apologize.” Abe hopes 
to once and for all put an end to this “apologizing 
over historical mistakes,” to let the apologies 
end with the current generation and to cut the 

continuous string of “apologetic diplomacy.”
The moderate tone that Abe chose for his 
statement is due to the fact that his goal –
passage of government-proposed security bills 
in the House of Representatives – had already 
been achieved, although he paid a price as 
public support for his cabinet nosedived to the 
alarmingly low level of nearly 30 percent. Abe 
now hopes to boost his cabinet’s approval rate 
with successes on the diplomatic front. Therefore, 
it is extremely important that a Sino-Japanese 
summit materializes this autumn. Abe refuses to 
accept talk of a “Japanese demise” and believes 
that the nation must stage a comeback as a leading 
power. If “Japan is back” is to become reality, the 
country must undergo thorough reform and revive 
its economy. Against this backdrop, Japan needs 
a peaceful international environment in East Asia 
and friendly cooperation with China in particular. 
(Li Ming-juinn is the Director of TBT Research 
Department)
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New Thinking on Taiwan’s Southeast Asia Strategy

Alan Hao Yang

In 2015, ASEAN announced the impending 
fo rma t ion  o f  t he  ASEAN Economic 

Community (AEC). ASEAN member states, 
the ASEAN organization, and the AEC will 
together become a new regional power. This also 
necessitates that the U.S., Japan, India, and China 
adjust their strategies towards ASEAN member 
nations. All nations in the Asia-Pacific region 
must not only deepen bilateral relationships, but 
also invest more resources towards transnational, 
sub-regional, and regional development plans. 
For example, China’s Maritime Silk Road, 
America’s Lower Mekong Initiative, and Japan’s 
new Mekong strategy all demonstrate that the 
strongest Asia-Pacific nations are substantively 
increasing their focus on ASEAN and multilateral 
groups in their diplomatic strategies.  

Taiwan and the AEC
Taiwan’s Southeast Asian strategy has long 

depended on two factors. The first is personal 
friendships between the political leaders of 
Taiwan and the various Southeast Asian nations. 
The second is whether or not bilateral trade 
and commercial interests could have spillover 
influence on political strength. Following the fall 
of strongman politics in Taiwan and Southeast 
Asia, these relationships have entered an era of 
generational change. At the same time, Taiwan’s 
international economic and trade needs lead 
the government to place even more emphasis 
on political spillover effects, which now forms 
the foundation of the island’s relationships with 
Southeast Asian nations.

From 2008 to the present, the bilateral trade 

volume between Taiwan and the 10 Southeast 
Asian nations has increased from US$64.6 billion 
to US$93.6 billion. The region is becoming an 
increasingly significant share of Taiwan’s annual 
trade. 

In the past, Taiwan had relatively little 
economic interaction with Brunei, Myanmar, 
and Laos, but following the strengthening of 
ASEAN’s economic development triangle and 
rapid growth of the greater Mekong sub-region 
these areas have become a new focus. For 
example, Taiwan’s 2014 import volume from 
Brunei reached US$460 million, a 653% jump 
over 2013. In addition, Taiwan exported over 
US$200 million worth of goods to Myanmar 
in 2014, representing 25% growth over 2013 
figures. Establishment of the AEC represents a 
Southeast Asian single market and integration 
of area development. To Taiwan, which has long 
worked to build relationships with nations in the 
region, this is profoundly attractive.

In addition, the social links created by 
immigrants to Taiwan from the region should 
not be underestimated. According to the latest 
Ministry of the Interior statistics, there are 
770,000 foreign residents in Taiwan, with 85% of 
those hailing from Southeast Asian nations. There 
are also nearly 500,000 foreign workers from 
Southeast Asia in Taiwan.  

New Thoughts on Asian Strategy
Taiwan has been closely involved in the 

development of the AEC, but because Southeast 
Asian nations are bound by the One-China 
Policy, they cannot admit to Taiwan’s role 
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and contributions. In 2014, the Taiwanese 
government launched “The 7th Phase Guidelines 
for Strengthening Economic and Trade Ties 
with Southeast Asia”. The main focus of these 
guidelines is to “strengthen economic and trade 
cooperation,” combining “regional integration”, 
”diversified industry collaboration,” and 
“educational and cultural links, increased labor 
cooperation.” The guidelines spell out 10 policy 
priorities, 54 strategies, and 120 indicators, which 
together outline the government’s overall policy 
agenda.

Most importantly, Taiwan must create a new 
Asian strategy that increases participation in 
the AEC, raises the strategic importance of 
the region, enables Taiwan to study and adapt 
to regional trends, and strengthens national 
interests. This will serve as a framework upon 
which to promote the guidelines. To link up 
Taiwan, Southeast Asia, and Asia as a whole, 
the new strategy must at least cover these nine 
factors separated into three levels: “multipronged, 
collaborative, Greater Asia”, “bilateral, pan-
regional, new international structures” and 
“societies, nations, new economic community”.  

Ta iwan  mus t  cons ide r  how to  use  a 
“multipronged” approach to engage with 
each nation, while building a “collaborative” 
relationship with ASEAN to integrate itself into 
“Greater Asia” in a variety of aspects thereby 
upsetting the old attitude that Taiwan is merely 
a small island sitting on the sidelines of Asia. 
Of course, the existing approach of “bilateral” 
cooperation is key, but these interactions should 
not be restricted to just trade and investment. The 
transnational social, cultural, and educational 
links mentioned in the “The 7th Phase Guidelines 
for Strengthening Economic and Trade Ties 
with Southeast Asia” should be highlighted and 
strengthened. 

In addition, Taiwan must take on an open, 
“pan-regional” perspective to consider the 
next steps in bilateral cooperation. Just when 
the cooperative and competitive relationships 
between the U.S., Japan, India, and China are 
changing Southeast Asian political and economic 
integration, this kind of “new international 
structure” will bring opportunities and challenges 
for Taiwan’s new Asia strategy. 

Finally, only when Taiwan roots itself in local 
“societies” and creates shared interests with 
Southeast Asian “nations” will the incentives 
and value created be great enough to attract 
Taiwanese participation in a Southeast Asian 
“economic community”.
(Alan Hao Yang is the Director of Asia-Pacific 
Division, Institute of International Relations, 
National Chengchi University, Taiwan)
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