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EU-Taiwan FTA hinges on green light from China
The European Union is Taiwan's fifth trade 
partner, even though it has no formal diplomatic 
relations with Taipei. Taiwan is currently the EU's 
14th trade partner. Trade between the EU and 
Taiwan has increased more than eightfold over 
recent decades, but there are no concrete plans 
to deepen trade relations. 

Trade relations 
Taiwan is the EU's seventh largest trading 
partner in Asia, with a total trade volume of 
about €27.5 billion. Meetings are held annually 
to discuss bilateral trade relations. The EU's 
interests are represented by the European 
Economic and Trade Office (EETO) in Taipei, 
and business interests by the European 
Chamber of Commerce Taipei. In 2010, trade 
between the EU and Taiwan grew by 39.3%. 

The EU exports semi-finished products, 
machinery and equipment, while Taiwan is 
particularly strong in the information, 
communication and technology fields. On the 
other hand, EU-Taiwan foreign direct 
investment (FDI) is well below potential, as is 
trade in services. 

Double-testing requirements, bans on imports 
from China and a recent "luxury tax" are the 
most important barriers to trade on the 
Taiwanese side. At the same time, the EU is still 
a marginal destination - only 1.8% - for 
Taiwanese investment. 

EU-Taiwan commercial relations would benefit 
significantly from a comprehensive "second 
generation agreement", eliminating tariffs but 
also addressing regulatory, social and 
environmental matters. The EU-South Korea 
Free Trade Agreement (FTA) could be the 
model for such an accord. 

Such an agreement would increase FDI in 
Taiwan, as the EU accounts for 31.5%, mainly in 
chemicals, electronics manufacturing, finance 
and retail. It would also produce gains for the 
EU in telecommunications, financial and 
business services. This is especially true when 
seen in the context of Taiwan-China economic 
integration.  

A comprehensive agreement with Taiwan 
would be in line with the EU's strategies on 
"Trade, growth and world affairs" and "Global 
Europe", which aim to conclude FTAs with 
Asia's growing economies. 

"One China" policy 
Following the establishment of diplomatic 
relations with China in 1975, the EU does not 
have official political relations with Taiwan. It 
does recognise it as an economic entity and 
supports its participation in international 
bodies such as the World Health Organisation.  

Taiwan is currently excluded from EU policies 
towards Asia, agreements and cooperation 
mechanisms such as the Asia-Europe Meeting 
(ASEM). This is due to the EU's "One China" 
policy (recognising Beijing’s sovereignty over 
Taiwan), and to the combination of 
geopolitical power and economic importance 
of mainland China for the EU Member States. 
Thus the EU has not yet concretely explored 
the possibility of an FTA, so as not to endanger 
EU-China relations.  

The EU favours closer links and confidence 
building between Beijing and Taipei. The 
European Parliament passed a resolution in 
May 2011 welcoming the signing of an 
Economic Cooperation Framework Agreement, 
starting trade liberalisation across the Taiwan 
Strait. It also commended the EU's decision to 
exempt Taiwanese citizens from visas. 

However, the EP condemned Taipei for recent 
executions, calling for an immediate 
moratorium. Taiwanese firms were recently 
fined by the EU for running a price cartel on 
LCD screens. 

It is difficult to foresee whether China would 
give the "green light" to such an agreement 
between Taiwan and the EU. Beijing has made 
no public statement on the question. However, 
according to the European Centre for 
International Political Economy (ECIPE), 
Chinese approval is feasible if both parties 
reassure Beijing that the relationship would be 
purely commercial and not political. 
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