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Missing link: The case of free trade between
Switzerland and Taiwan

Patrick Ziltener!
University of Zurich

In the years after the conclusion of the Economic Cooperation Framework Agreement (ECFA)
between Taiwan and the People's Republic of China (PRC) in 2010, it became possible for countries
that recognize the PRC to negotiate FTA-like economic agreements with Taiwan. Singapore and
New Zealand took the lead in demonstrating that “effective economic representation” is possible
“without touching upon sovereignty issues.” The Taiwanese new administration, led by Tsai
Ing-wen, has confirmed its determination to make proactive use of this foreign economic policy
instrument. For Switzerland, Taiwan is an economically significant missing link in its chain of
FTAs in East Asia. This study assesses the potential benefits of mutual tariff abolition as part of
a possible bilateral economic agreement between the WTO members Switzerland and Taiwan,
taking into account the impact of the recently extended Information Technology Agreement
(ITA). Taiwanese companies could envisage significant duty savings (of CHF9 million annually)
in their exports to Switzerland, especially for metal goods, machinery, bicycles and motorcycles.
Swiss exporters could profit even more, by up to US$47 million annually, especially for wrist
watches (over $20 million), machinery and processed agricultural goods. Based on interviews
with political actors, diplomats and civil servants in Taipei, the study concludes that there is a
window of opportunity for Switzerland to complete its chain of FTAs in East Asia and to put an
end to the (unintended) trade policy discrimination against Taiwan. There is a convergence of
interests among all actors involved and there are no major obstacles for swift bilateral negotiations
for the time being. Switzerland is well advised to take this chance to realize preferential market
access for its companies before their main competitors in the Asia-Pacific area do the same.

JEL codes: F14,F17
Key words: free trade agreement, FTA, trade policy, bilateralism, Switzerland, Taiwan,
China

1 ATaiwan Fellowship allowed the author to conduct research in Taiwan in the first term of 2016. This Fellowship
is established by the Ministry of Foreign Affairs (MOFA), Taipei, to award foreign experts and scholars interested
in researches related to Taiwan, cross-strait relations, mainland China, Asia-Pacific region and Chinese studies
to conduct advanced research at universities or academic institutions in Taiwan. The Chung-Hua Institution for
Economic Research (CIER) in Taipei proved to be a most useful research context and welcoming host institution
during this period. The views expressed in this paper are those of the author and do not reflect the official policy
or position of CIER or the Taiwanese government, the University of Zurich, the University of St. Gallen or the
Swiss Government.
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1  Introduction: The missing link

In early 2007, The Economist reported, under the title “A missing link in the chain
of East Asian free trade agreements”, that:

Bilateral Free Trade Agreements (FTAs) are all the rage. Taiwan is excluded.
It has made great strides in slashing tariffs, removing other barriers to trade,
and improving its protection of intellectual property rights... Taiwan's quest
for trade deals with important partners is doomed.

(Economist, 20 January 2007, 62)

A year later, HOADLEY and YOUNG (2008, 130) noted: “Taiwan has been trying
to play the FTA card to advance its political acceptance in Asia and elsewhere”.
They also warned that the People's Republic of China (PRC) might counter this
trend for political reasons. It is an obvious fact that cross-Strait relations between
Taiwan and the PRC have “a limiting impact ... on Taiwan’s foreign economic
ties, particularly in terms of the scope for Taiwan to reach FTAs with its trading
partners” (TsaNG 2012, 13), and more specifically that “cross-Strait tensions
constrain Taiwan’s ability to sign FTAs with other countries” (KASTNER 2012,
128).

In spite of many adverse factors, Taiwan — a WTO member since 2002 under
the name “Separate Customs Territory of Taiwan, Penghu, Kinmen and Matsu
(Chinese Taipei)” — has worked hard to conclude bilateral economic agreements
that come close to the standard template of FTAs with countries that recognize the
PRC as part of its One-China Policy.> Negotiations with Singapore commenced
in May 2011 and were concluded two years later, when the Agreement between
Singapore and the Separate Customs Territory of Taiwan, Penghu, Kinmen
and Matsu on Economic Partnership (ASTEP)® was signed in Singapore on 7
November 2013. In the same year, an Economic Cooperation Agreement with
New Zealand (ANZTEC)* was concluded — “a diplomatic coup for Taipei and
a win for New Zealand”, as WHITE, CHU and LowMASTER (2013) saw it, at the
same time expressing the hope that the ANZTEC will pave “the way for Taiwan
to close similar bilateral trade deals and bolsters its case for participation in
regional trade frameworks”.

2 Previously, Taiwan had signed FTAs with countries that diplomatically recognize Taiwan as the Republic of
China (ROC): Panama (2004), Guatemala (2006), El Salvador (2008), Honduras (2008) and Nicaragua (2008).

3 For more information on ASTEP, see https://www.iesingapore.gov.sg/Trade-From-Singapore/ASTEP/Overview-
of-ASTEP.

4 For more information on ANZTEC, see https://www.nzcio.com/en/anztec/.


https://www.iesingapore.gov.sg/Trade-From-Singapore/ASTEP/Overview-of-ASTEP.
https://www.iesingapore.gov.sg/Trade-From-Singapore/ASTEP/Overview-of-ASTEP.
https://www.nzcio.com/en/anztec
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How did this development become possible? The main reason is the conclusion of
the Economic Cooperation Framework Agreement (ECFA) Taiwan-PRC in 2010
and the consequent “relaxed cross-Strait atmosphere” (KASTNER 2012, 129). One
of the motivations on the Taiwa-nese side was that passage of ECFA would make
it easier for Taiwan to reach FTAs with other countries, having the “potential to
lower some of the barriers blocking Taiwanese participation” in FTAs (ibid.).
YOUNG (2014), in his research on the success factors for New Zealand's way to an
agreement with Taiwan, confirms this and sees it as being related to the “growth
in the number of countries with existing preferential economic agreements and
good relations with the PRC”. For the successful conclusion of the negotiations
— notably conducted by “private sector negotiators” — the strict use of WTO
nomenclature was an important factor.’ The agreement between WTO members
New Zealand and Taiwan proves that “effective economic representation” is
possible “without touching upon sovereignty issues” (ibid.).

Taiwan signed an investment pact with Japan — another important economic
partner — in 2011, and two years later a whole series of bilateral agreements
on issues such as electronic commerce, the protection of patent applicants, and
cooperation in pharmaceutical codes,® which are among the regular topics of
FTAs.

In 2015, the Act of Providing Support in Response to Trade Liberalization was
passed, stipulating that the government should establish a fund to assist negatively
impacted industries to weather any damage caused by market liberalization.” This
is another clear sign that Taiwan is determined to pursue the goal of becoming a
node in the increasingly dense global FTA network. The high relevance of this
long-term strategic goal was confirmed by the new administration led by Tsai
Ing-wen after the elections in 2016. Building on the efforts of a Trans-Pacific
Partnership (TPP) taskforce established the year before, a new trade negotiations
office was set up.® The initiative aims at spurring Taiwan's efforts to enter into
free trade relations with Asia-Pacific countries, including ASEAN and India, but
also other countries and economic areas worldwide.

5 WHITE, CHU and LOWMASTER (2013) report that New Zealand kept the entire negotiation process “as low-profile
as possible and held the signing ceremony at a local university in Wellington without the presence of senior
officials from either side”. They quote a New Zealand representative as saying that “[w]e have a no-surprises
relationship with China” and that “Beijing was 'comfortable' with how ANZTEC had proceeded”.

6 "Taiwan, Japan sign 5 accords to expand cooperation", Focus Taiwan, 5 November 2013. The agreements on
electronic commerce and patent protection are the first such accords Taiwan has concluded.

7  "Actto ease free-trade impacts passed", Taipei Times, 16 December 2015. Under the act, “observing mechanisms”
are to be set up before economic agreements are signed to understand how well industries are prepared for trade
liberalization, and a consultation service should be provided to the enterprises after the agreements are signed.

8  "Taiwan trade negotiations office planned by Tsai", Taiwan Today, 26 February 2016. Taiwan’s exports to the 12
TPP countries account for roughly one-third of its total exports (ibid.).
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Switzerland, on the other hand, currently has — in addition to the EFTA Convention
and the FTA with the European Union of 1972 — a network of 28 FTAs with 38
partners outside the European Union. In East Asia, this includes FTAs with the
PR China, Hong Kong (China), Japan, South Korea and Singapore. FTAs are
underway with the ASEAN members Thailand, Indonesia, Malaysia, Vietnam
and the Philippines.’ The aim of Switzerland's FTA policy is “the improvement
of the framework conditions for economic relations with relevant economic
partners”. The objective is “to provide Swiss companies with an unobstructed,
stable and non-discriminatory market access in these countries compared to their
main competitors” (SECO, 2016).

An unintended effect of this legitimate policy to create a network of FTAs
worldwide is discrimination against those economic partners not forming part of
this network. Soon, Switzerland will grant preferential access to all of Taiwan's
regional neighbors (and thereby to virtually all main competitors of Taiwanese
companies on the Swiss market).

According to the Taiwanese Investment Commission, between 1952 and 2014
Swiss companies invested US$803 million on the island. Today, Swiss companies
employ around 17,500 people in Taiwan (FDFA, 2016). Taiwan is Switzerland’s
fifth largest export market in Asia (after China, Japan, Hong Kong, and South
Korea); regarding imports to Switzerland, it is among the top four in Asia. Taiwan
is the 25th largest trading partner for Switzerland worldwide, it ranks 14th on the
list of economies with a trade surplus with Switzerland.'® Given this economic
relevance, a bilateral FTA with Taiwan could truly be considered the missing link
in Switzerland's FTA chain in East Asia.

Against this background, this study assesses the potential benefits of mutual tariff
abolition as part of a possible bilateral economic agreement between Switzerland
and Taiwan, first for industrial goods (Section 3) and then for agricultural goods
(Section 4). The next section defines the scope and methodology of the study.
The final section provides some conclusions and speculations on the timeframe
for possible negotiations on a bilateral, FTA-like economic agreement between
Switzerland and Taiwan.

9  The EFTA States (Iceland, Liechtenstein, Norway and Switzerland) signed an FTA with the Philippines in Bern,
Switzerland, on 28 April 2016.
10 Information from Trade Office of Swiss Industries (TOSI), Taipei, 21 July 2016.
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2 Scope and methodology

This is not an analysis of the potential benefits of a free trade agreement (FTA),
since a comprehensive FTA usually consists of a dozen chapters on a wide range
of economic topics such as non-tariff barriers (NTBs), intellectual property rights
(IPR), public procurement, services, and movement of natural persons, all of
which are beyond the scope of this analysis. However, the mutual abolition of
tariffs, either immediately upon enforcement of an agreement or in the course
of phasing-out periods, is a core element of every FTA. Therefore, this analysis
is a contribution to an ex ante assessment of the potential benefits of an FTA-
like bilateral economic agreement between the WTO members Switzerland and
Taiwan.!!

The utility of ex ante FTA assessments is increasingly acknowledged. As the
Asian Development Bank (ADB) stated in a report in 2010, “a clear and accurate
understanding of the potential effects of an FTA before its negotiation (ex-ante
evaluation) is necessary in deciding the overall negotiation position of the country,
based on overall cost-benefit analysis and the identification of what the country
can and cannot provide to its FTA partners in the negotiations” (PLUMMER et al.
2010, 2).12

Ex ante assessments of the benefits of the negotiated agreement may be helpful
to avoid raising unrealistic or disproportionate expectations from policymakers,
economic actors or the general public.

The empirical analysis consists of two parts. In Section 3.1, the results concerning
Taiwanese exports to Switzerland are presented. The data source is the Swiss
Customs Directorate. Switzerland's collection of customs duties is based solely
on specific assessment bases, generally the gross weight. Most other countries
collect their customs duties on a value basis.

This analysis is conducted based on access to the Swiss Customs tariff income
statistics for 2015 and not a computed approximation to it, which grants a high

11 The same methodology has been applied in other studies by the author for the countries of the Gulf Cooperation
Council (GCC), Central America and the People's Republic of China, among others (ZILTENER, 2014a; 2014b;
2014c).

12 The ADB also sees pre-negotiation studies as “helpful to exploit the potential exporting benefits of FTAs and to
draw up necessary adjustment policies for sectors which may be negatively affected by FTAs. The results of pre-
negotiation impact assessment studies should be reflected effectively in the FTA negotiations. Likewise, assessing
the actual impacts of an FTA after its implementation (ex-post evaluation) to examine whether the impacts are
within the expected range is also important to draw up further necessary adjustment policies for the affected
sectors and to exploit the benefits that are yet to fully materialize. This kind of impact assessment is especially
important when the negative effects of the FTA seem to be larger than the positive effects.” (PLUMMER et al. 2010,
2).
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level of statistical accuracy. By definition, the total duties levied on imports from
Taiwan equal the maximum FTA savings potential. The usual caveat applies,
namely, that the concept of the maximum savings potential does not imply that
this potential will completely be realized under the conditions of an FTA, even a
comprehensive one. Some goods will not qualify for tariff exemption due to non-
compliance with the rules of origin or because the export activity does not meet
the proper procedural and administrative requirements. Also, given the rather
low level of Swiss tariffs, some companies will consider the financial incentives
to apply for tariff exemption under FTA insufficient. Others will simply not be
aware of the tariff exemption opportunities provided by the FTA. Therefore, the
FTA utilization rate, measuring the degree to which the FTA is successfully used
to reach duty-free trading, is usually lower than 100%. A utilization rate of 70%,
for example, means that 70% of all exports (according to value) from country
A to country B in a specific year were effectively making use of the FTA. Some
empirical examples follow. For Swiss exports to Germany, we found a utilization
rate of 50% and another 40% being exported on duty-free basis already, with
the result that 90% of Swiss exports to Germany are effectively duty-free. The
utilization rate in Swiss exports to France is 37% (another 61% being duty-free
already), to Mexico 51%, and to South Korea 60% (ZILTENER and BLIND, 2014).
Obviously, utilization rates, and therefore the true benefits of tariff abolition, can
be analyzed only after implementation of a given FTA.

This also applies to the analysis of Swiss exports to Taiwan, the results of which
are presented in Section 3.2. Here, the data source is UN Comtrade 2015, and
information about the applied tariff rates (ATRs) comes from the WTO. The
maximum FTA savings potential is computed by multiplying each export position
(value) with the respective ATR, weight (and mixed) tariffs having been excluded.
In both analyses (in Sections 3.1 and 3.2), goods that fall under HS71 (bullion,
pearls, precious stones, jewelry) and HS97 (works of art, collectors' pieces and
antiques) have been excluded.
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3 Tariff treatment and savings potential in bilateral trade

This section takes a closer look at the current bilateral trade between Taiwan and
Switzerland and derives conclusions regarding the savings potential provided by
tariff abolition by both sides for exporters on both sides. Trade in agricultural
goods and related savings potentials are analyzed in more detail in Section 4.

This statistical analysis takes into account the impact of the recently extended
multilateral Information Technology Agreement (ITA),"” to which Switzerland
and Taiwan are signatories. The participants are committed to completely
eliminating tariffs on IT products, which inevitably reduces the potential benefits
of other trade agreements such as bilateral FTAs.

3.1 Taiwan's exports to Switzerland

Taiwan's exports to Switzerland consist mainly of metal goods, machinery and
vehicles parts (Figure 1). About one-third of total exports are already free of duties
(mainly metal goods and machinery, as well as some instruments and watches
parts). The implementation of the ITA will further increase the percentage of
goods free of Swiss duties considerably, but significant potential for savings as
a consequence for tariff abolition remains (CHF9 million), especially for metal
goods, machinery and vehicles parts (Figure 2).

Figure 1: Tariff treatment of Taiwan's exports to Switzerland, 2015

Agricultural products
Processed agricultural products
Chemistry/Pharmaceuticals
Plastic/Rubber

Leather, wood, paper
Textiles

Metal, machines
Automotive

Instruments

Watches

Total (excl. HS71, 97)

- 200 400 600 800 1,000
Trade value in CHF million
= Trade value with zero tariff ™ Trade value normal rate excl. ITA Trade value normal rate ITA
Source: Swiss Customs Directorate; author's calculations.

13 The Information Technology Agreement (ITA) was concluded by 29 participants at the Singapore Ministerial
Conference in 1996. Since then, the number of participants has grown to 82, representing about 97% of world
trade in IT products. At the Nairobi Ministerial Conference in December 2015, over 50 members concluded the
expansion of the ITA, which now covers an additional 201 products (Source: WTO, July 2016).
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Figure 2: Savings potential for Taiwan's exports to Switzerland, 2015

Agricultural products
Processed agricultural products
Chemistry/Pharmaceuticals
Plastic/Rubber
Leather, wood, paper
Textiles
Metal, machines
Automotive
Instruments
Watches

Total (excl. HS71, 97)

5%

2 4 6 8 10

CHF millions
® Trade value normal rate excl. ITA Trade value normal rate ITA % influence of ITA
Source: Swiss Customs Directorate; author's calculations.

Table 1 reveals that the export category with the highest savings potential is
bicycles, followed by screws and bolts, and motorcycles.

3.2 Switzerland's exports to Taiwan

Switzerland's exports to Taiwan consist mainly of watches, chemicals/
pharmaceuticals, and some machinery (Figure 3). Less than a quarter of total
exports are already free of duties (mainly pharmaceuticals and instruments). The
implementation of the ITA will further increase the percentage of goods free of
Swiss duties considerably, but significant potential for savings as a consequence
for tariff abolition remain (US$47 million), especially for watches (over US$20
million), machinery and processed agricultural goods (Figure 4).

Table 2 reveals that wrist watches feature in six out the ten export categories with
the highest savings potential. Also highly relevant are the potential savings for
cigarettes, food preparations, and printing ink (for agricultural goods, see Section
4).
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Figure 3: Tariff treatment of Switzerland's exports to Taiwan, 2015

Agricultural products
Processed agricultural products
Chemistry/Pharmaceuticals
Plastic/Rubber

Leather, wood, paper
Textiles

Metal, machines
Automotive

Instruments

Watches

Total

- 500 1,000 1,500
Trade value in USD millions
Trade value MFN =0 B Trade value excl. ITA & MFN=0 H Trade value ITA

Note: Imports (US$2.7 million) with volume tariffs are excluded.
Source: Taiwan Customs; ATR: WTO; author's calculations.
Figure 4: Savings potential for Switzerland's exports to Taiwan, 2015

Agricultural products
Processed agricultural products
Chemistry/Pharmaceuticals
Plastic/Rubber

Leather, wood, paper

Textiles

Metal, machines

Automotive
Instruments
Watches
Total
- 10 20 30 40 50
USD millions

B Savings potential excl. ITA Savings potential ITA % influence of ITA

Note: Imports (US$2.7 million) with volume tariffs are excluded.
Source: Taiwan Customs; ATR: WTO; author's calculations.
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4 A special look at agricultural goods trade

Given the complementary structures of Swiss and Taiwanese agriculture, the
competent Taiwanese authority (the Council of Agriculture Executive Yuan) sees
no problems in the mutual abolition of tariffs in the agricultural sector, since
the impact of the Taiwanese agriculture would be rather small. This has been
confirmed several times during the last decade. Under the new administration,
there is a high level of policy continuity in agricultural trade policy. Therefore,
the agricultural part of a possible economic agreement might follow closely the
template of ANZTEC and ASTEP."* Excluded from tariff abolition are a small
number of agriculture goods such as fresh milk, mixtures of nuts and seeds,
and red beans. Some textile and dairy products, as well as some processed food
products, are subject to tariff phasing-out.

4.1 Taiwan's agricultural exports to Switzerland

Taiwanexportsto Switzerland agricultural products to the amountof CHF3,145,365
and processed agricultural products to the amount of CHF3,479,388.!% Switzerland
levies annually about CHF280,000 on these imports.

Table 3 shows Taiwan's agricultural exports to Switzerland with the relevant
duties (over CHF5000 per annum). The list contains only a few items: parts of
plants (mostly nuts), sesame oil, pasta (noodles) and some beverages.

These few items account for almost 80% of Swiss duties on agricultural products
from Taiwan. They, as well as many other agricultural products not yet exported
in large volumes to Switzerland, might be freed of duties on day one, which would
enable Taiwanese food and beverage producers to realize significant savings (see
column 5, “Duties”, in Table 3).

4.2 Switzerland's agricultural exports to Taiwan

Switzerland exports agricultural products (US$3,281,016) and processed
agricultural products (US$47,426,810) to Taiwan.!'® Sixty-six percent of
agricultural products exports are already tariff-free, and 11% of processed
agricultural products.

14 Source: Inteview with trade specialists at the Department of International Affairs, Council of Agriculture
Executive Yuan, Taipei, 28 June 2016.

15 Swiss customs data, 2015.

16  UNCOMTRADE data 2015.
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The savings potential of processed agricultural exports to Taiwan has been
estimated to more than US$8 million annually, and for unprocessed goods
approximately US$82,000 (Figure 4). In this section, this finding will be further
analyzed.

Exports of sugar confectionery (HS170490, including white chocolate without
cocoa) to Taiwan are subject to high tariffs (27.5%), accordingly the savings
potential for Swiss exporters is large (almost US$500,000 annually; see Table
5). Swiss chocolate amounting to almost US$5 million is exported annually to
Taiwan, with duties of almost US$500,000. In both cases, tariffs are expected to
be phased out over period of eight years, as in the case of ANZTEC.

The main agricultural goods that profit from New Zealand's FTA-like agreement
with Taiwan (ANZTEC) and compete with Swiss products are dairy products
such a milk powder, butter, and cheese. It is likely that most of these exports will
be freed of duties upon entry into force of the agreement, as in ANZTEC (see
Table 4). The amount of Swiss cheese exports to Taiwan is rather small, but tariff
abolition might provide a stimulus to compete with New Zealand's products on
this important growth market. The same applies to wine — freed of duties on day
one, Swiss wines may win a bigger market share in coming years.

A rather heterogeneous group of food preparations (HS21069099, US$6.9 million
in exports from Switzerland to Taiwan annually) has the savings potential among
agricultural exports (apart from tobacco; see Table 5). Since Taiwan's tariffs here
are as high as 30%, Swiss exporters may save more than US$2 million on duties
every year. Tariffs might be expected to be phased out over a period of eight
years, as in the case of ANZTEC.

Tariffs on tobacco products (cigarettes, cigars), already an important export for
Switzerland, are also expected to be phased out over a period of eight years (as in
the New Zealand case). This will allow Swiss exporters to potentially save almost
US$2.9 million per year on cigarettes and US$72,000 on cigars and cigarillos.”

17 The competent authority regarding tobacco and wine in Taiwan is the National Treasury Administration, Ministry
of Finance.
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5 Conclusions and outlook

Against many odds, Taiwan has made some significant progress in the use of
bilateral, FTA-like economic agreements in the last decade. Taiwan's new
administration has confirmed its determination to make proactive use of this
important foreign economic policy instrument and is eager to prove this in
practice. For Switzerland, Taiwan represents an economically significant missing
link in its chain of FTAs in East Asia. Recently, interests in a bilateral economic
agreement have been converging, and at least two successful cases (Singapore and
New Zealand) prove that it is possible to conclude trade agreements with Taiwan
without touching upon sovereignty issues, and therefore without interference
from ‘One-China Policy’ issues.

With an FTA-like economic agreement, both Taiwan and Switzerland would
improve the framework conditions for economic relations with relevant economic
partners by providing their companies with non-discriminatory market access
compared to their main competitors.

This ex ante assessment of the savings potential of mutual tariff abolition aims
to contribute to an increased awareness by traders, exporting companies, as
well political actors regarding the economic potential of a bilateral FTA-like
agreement between Switzerland and Taiwan. Its potential might even be higher
if it leads to dynamic trade effects, which were not within the scope of this
study. Furthermore, this study should increase public attention to the unintended
discriminatory effects of bilateral FTA networks.

The abolition of tariffs in bilateral trade between Taiwan and Switzerland would
create considerable savings potential for exporters on both sides. On the Taiwanese
side, exporters of vehicles (bicycles, motorcycles) and metal wares would benefit.
On the Swiss side, the watch industry would be the main beneficiary, followed by
mechanical and electrical engineering industries.

The implementation of the ITA will have an impact on the savings potentials in
some areas, but it will not render a bilateral FTA-like agreement irrelevant.

Regarding agricultural products, tariff abolition would result in significant
potential savings for exporters both in Taiwan and Switzerland. In particular,
trade in preserved fruits and nuts, sesame oil and beverages from Taiwan to
Switzerland might be stimulated. Swiss exporters would be able to make use
of improved market access in Taiwan for sugar confectionery, chocolate, dairy
products, and maybe also wine and cigarettes/cigars.
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From a trade policy perspective, an FTA-like agreement with Switzerland would
be a major success for Taiwan, extending its still rudimentary FTA net beyond the
Asia-Pacific region for the first time. It would reduce the discriminatory effect of
existing FTA networks against domestic producers and exporters in at least one
major case, sending an explicit message to other trade partners in Europe and
beyond. Furthermore, the successful conclusion of an economic accord including
tariff abolition might signal that such bilateral agreements with the WTO member
Taiwan are indeed feasible without negative geopolitical repercussions. Taiwan's
chances of becoming a “normal case” as an FTA partner might increase.

Taiwan, however, has even bigger ambitions: joining multilateral schemes
such as the Trans-Pacific Partnership (TPP)."® Even assuming that TPP will
not be implemented soon, there will be other regional integration projects that
would lead to Swiss exports facing a discriminatory situation on the Taiwanese
market similar that of Taiwanese exports on the Swiss market today — i.e., main
competitors having better market access. This process has already started in the
form of the advantaged competition from New Zealand in dairy products. I see a
temporary window of opportunity for Switzerland. Completing the negotiations
for a multilateral FTA-like economic agreement in East Asia may take several
years, then the tricky process of integrating Taiwan may start and consume all
of Taipei's trade policy resources for years.”” A bilateral FTA-type agreement
would not completely compensate for the trade policy shock induced by such a
mega-regional agreement and its subsequent enlargement, but it would contribute
significantly to absorbing it.

Even in a world without such a regional FTA, there ought to be a political aspect to
Switzerland's reasoning on the issue. Being an independent, and therefore highly
vulnerable, “speedboat” in the world economy (just like Taiwan), Switzerland
should work proactively to avoid unsound discriminatory effects of its high-
flying trade policy bilateralism wherever possible. On the way to completing
its FTA net with all major East Asian economies, the “missing link” of Taiwan
should not be left out, not only in view of the significant savings potential for
Swiss exporters, but also in view of a fundamental value that is essential — indeed,
indispensable — for Switzerland's existence as open economy in the process of
globalization, namely, trade policy fairness (defined as equality of chances for
non-discriminatory market access around the globe). In the gloomy world of
“mega-regionals,” this will become even more important.

18 "Taiwan determined to join TPP, Department of Information Services", Executive Yuan, 27 October 2015;
"President Tsai urges U.S. support for Taiwan's TPP bid", Central News Agency, 22 May 2016; "Premier Lin
reaffirms government’s commitment to joining TPP", Taiwan Today, 22 June 2017; "Japan welcomes Taiwan and
other countries to join TPP", Focus Taiwan, 26 June 2017.

19  Confirmed by interview with partners in the Office of Trade Negotiations in the Ministry of Economic Affairs
(MOEA), Taipei, 15 July 2016.
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