
Secret Taiwan Fund Sought Friends, Influence Abroad
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Desperate for international support, Taiwan under former president Lee Teng-hui established a secret $100 million fund to buy influence with foreign governments, institutions and individuals, including some in the United States, according to current and former Taiwanese officials.
The fund was the source of multimillion-dollar payments to leaders in Nicaragua, South Africa and Panama, according to senior Taiwanese officials and government reports. It also provided financial support, legal under U.S. law, for U.S. think tanks and Washington lobbyists, they said. Several people now in senior positions in the Bush administration, as well as former Japanese prime minister Ryutaro Hashimoto, were beneficiaries, according to the officials and documents.
The fund operated from 1994 until 2000 under the National Security Bureau, Taiwan's main intelligence agency, with no legislative oversight. Taiwan's new president, Chen Shui-bian, closed the fund following the disappearance of one of its senior accountants, Col. Liu Kuan-chun, who allegedly embezzled $5.5 million.
That Taiwan has used money to win friends and influence people has been an open secret for decades. Its lobbying machine is one of Washington's slickest, outclassing the less practiced attempts by its Communist adversaries from China, who in the 1990s were discovered to have attempted to funnel money to the Democratic Party. 

For years, Taiwan has regarded U.S. domestic politics as a question of national security. It studies the United States intensively and has brought hundreds of U.S. politicians, journalists, academics and other opinion leaders to Taiwan on free visits. As an indication of the broad sweep of Taiwan's effort, a young Arkansas governor, and former President Bill Clinton, visited Taiwan four times but never once went to China.
The documents and interviews paint the most detailed picture yet of a small country -- 23 million inhabitants -- trying to compete against the diplomacy of the People's Republic of China.
Taiwan was thrown out of the United Nations in 1971 to make way for China; only 28 countries still recognize the island. The United States has had no diplomatic ties with Taiwan for three decades. The fund was established against that background on June 20, 1994, Taiwanese sources said, when Lee brought the National Security Bureau under his control after years of operation outside executive branch management. 
The fund was divided into seven steering committees. One was the Mingde, or Clear Virtue, committee, responsible for ties with the United States and Japan, Taiwan's most important relationships. Su Chi, a former Taiwanese official in charge of relations with China, confirmed the existence of the group and his participation in its activities.
Su said the group sought to identify influential Americans and Japanese who would be sympathetic to Taiwan's cause. The group helped formulate Taiwan's policy toward Japan and the United States and tried to raise Taiwan's profile there. One former Taiwanese official involved in U.S.-China relations described Taiwan's payments to U.S. academics and former administration officials as "an insurance policy."
"We did not generally believe that you could buy Americans," he said. "And we were very clear about the law," which bans contributions to political campaigns from foreign donors.
The former official said Taiwan regularly funded research by U.S. academics on Taiwan; backed conferences put on by such think tanks as the American Enterprise Institute and the Heritage Foundation; and cultivated relationships in Congress, sending employees of influential legislators on free trips to Taiwan. It did not, he said, attempt to edit U.S. researchers' work or lean on Americans to reach certain conclusions. And, he said, it tried to maintain good relations with people who had been sympathetic to Taiwan while they were in government.
One of the big successes claimed by the secret fund's administrators was then-President Lee's trip to the United States in 1995, which touched off a rapid deterioration of U.S. ties with China and brought Taiwan, China and the United States to the brink of conflict.
Lee's administration cultivated close ties to the Washington-based lobbying firm Shandwick Public Affairs Inc., and its sister firms, Cassidy & Associates and Powell Tate. From Jan. 1, 1995, to Dec. 31, 2000, the firms received $9,818,548 from Taiwan, according to Justice Department records. Taiwanese officials confirmed that half the payments came from Lee's fund and half came from his Nationalist Party through the Taiwan Research Institute.
Cassidy and the other firms played an important role in lobbying Congress to pressure former President Clinton to grant Lee a visa to attend a reunion at Cornell University. The trip enraged China, which fired missiles miles into the sea off Taiwan's two main ports. The United States dispatched two aircraft carrier battle groups to the region to signal support for Taiwan.
Cassidy & Associates also lobbied for increased arms sales to Taiwan. Among the Cassidy lobbying team at the time was Carl W. Ford Jr., now assistant secretary of state for intelligence and research. Taiwanese officials said Ford helped fashion a March 1, 2000, letter to then-President Clinton from then-Majority Leader Trent Lott (R-Miss.) suggesting that congressional approval of permanent normal trade relations with China might depend on the Clinton administration's moving "promptly" to approve Taiwan's weapons request.
In late April 2001, the Bush administration approved an arms package for Taiwan that included destroyers, anti-submarine aircraft and submarines worth more than $4 billion. It was the biggest military transaction since Bush's father sold 150 F-16 warplanes to Taiwan in 1992.
They payments went further than the United States and Japan.  In interviews, officials acknowledged multimillion-dollar payoffs to a variety of countries, much of it through the slush fund. In 1997, they said, Panama's government received $11 million for hosting Lee. Nicaragua received $10 million to build a pink-and-yellow presidential palace for its president, Arnoldo Aleman, and at least $6 million to build a Foreign Ministry building, they said.
One payment was detailed by Eugene Loh I-cheng, a longtime diplomat in the United States who served as Taiwan's last ambassador to South Africa. Loh said that on June 20, 1994, following Lee's visit to Nelson Mandela's inauguration as South Africa's first black president, his government approved a plan to pay Mandela $10 million. That was the day the fund was established by Lee.
Loh said the payment was made to help the African National Congress repay a $20 million campaign debt. National Security Bureau documents detailed a payment of $11 million, but Loh said he knew of only $10 million, which he handed in small denominations of South African rand to a senior member of Mandela's inner circle.
Staff writer Robert G. Kaiser in Washington contributed to this report.
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