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Cross-Strait relations have always been central to the regimes on both sides of the Tai-
wan Strait, namely the People’s Republic of China (PRC) and Taiwan — the Republic
of China (ROC). In recent years, it may be argued that the mainland has enjoyed a sig-
nificant advantage over Taiwan in terms of demographic, military, political, and more
recently economic power. Given the asymmetric nature of cross-Strait relations, it is nec-
essary for anyone who concerns Taiwan’s future to pay close attention to Beijing’s policy
toward the Democratic Progressive Party (DPP) regime. Indeed, it took almost two years
for Beijing to recognize the necessity of conducting serious relations with the now-ruling
DPP regime —dating from the initial silence toward the March 18, 2000 presidential
election results until after the DPP’s continued momentum in December 2001 parliamen-
tary elections. As one Chinese expert on Taiwan indicated in January of 2002, “We
understand now that we have got to deal with the Democratic Progressive Party.”” In
light of such considerations, this article will analyze the historical evolution of the PRC’s
Taiwan policy, particularly, from the eras of Mao Zedong and Deng Xiaoping to those
of Jiang Zemin and beyond. The focus, however, will be on the most recent develop-
ments— specifically Beijing’s policy toward the new DPP regime.

The PRC attaches the greatest importance to its “one-China” policy and the question
as to whether Taiwan will adhere to it in both form and substance. By the same token,
there has been a general agreement in Taipei that its relations with the mainland are key
to Taiwan’s future survival. In a closer inspection of these issues, the following analysis
will concentrate on the following four dimensions of the cross-Strait relationship: histori-
cal legacies and the maintenance of the “one-China” policy as a firm political principle,
the domestic mood in the PRC, developments on Taiwan and cross-Strait economic inte-

gration, and the dynamics of the international environment.
Historical Legacies and the ‘“One-China” Principle
To understand Beijing’s firm stance toward its principle, the “one-China” policy, one

must examine the evolution of cross-Strait relations over the past half-century. There are
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three reasons for Beijing to insist on a “one-China” policy in regard to the issue of
Taiwan. First, the country’s painful historical legacy of the “hundred-year humiliation”—
the period that began with China’s defeat by Britain in the Opium War of 1839—-42. This
war was ended by the signing of the Treaty of Nanjing in which Hong Kong was ceded
to Britain as its colony. China could not save itself from this unhappy fate, and a half-
century later it was defeated by its former student, imperial Japan, and was forced to sign
the Treaty of Shimonoseki, by which Taiwan was ceded to Japan and became a Japanese
colony. Therefore, both the cases of Hong Kong and Taiwan represent bitter reminders
of China’s past degradation.

The second reason for the PRC’s staunch “one-China” policy is that the separation of
China and Taiwan was the direct result of the defeat of Chiang Kai-shek’s Kuomintang
(KMT, the Nationalist Party) in the 1946-49 Chinese civil war. For more than the next
half-century, the Chinese Communist Party (CCP) and KMT regimes became archrivals,
competing for recognition of regime legitimacy—not only between the mainland and
Taiwan, but also in the international community. Even so, the KMT never gave up ulti-
mate reunification as its goal, but the KMT government always put the realization of
democratization of the mainland as its primary condition for reunification. Historically, it
was the DPP that was the central advocate of Taiwanese independence.

The third reason for Beijing’s firm “one-China” policy is the PRC’s keen sense of
national security and sovereignty. Some American policymakers once regarded Taiwan as
an “unsinkable aircraft carrier,” and Taiwan was used as the U.S. main military base for
the encirclement and containment of China during the Cold War. Even in the post-Cold
War era, when Taiwan’s political and economic development gained much attention, its
strategic value has continued to be recognized. Thus, Taiwan is a multi-faceted problem
for Beijing as it relates to issues of national sovereignty, pride, and regime legitimacy.

Despite these continuities, there was a fundamental change in Chinese foreign and
Taiwan policies from the era of Mao Zedong (1949-76) to that of Deng Xiaoping
(1977-1997). This policy switch was brought on by the changing conditions of China’s
internal and external environments over the Mao and Deng eras. Prior to 1979, Beijing
attached great importance to the restoration of Taiwan as a province of China, and
insisted on the slogan of “liberation of Taiwan.” This slogan was the counterpart to the
Taiwanese slogan “recover the mainland” at that time.

Beijing’s new “reform and opening-up” policy since late 1978 has contributed to sig-
nificant changes in the PRC’s Taiwan policy. Beijing began to advocate the “three links”

(trade, transportation, and postal services) and “four exchanges” (between relatives and
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- tourists, academic groups, cultural groups, and sports representatives) in its relations with
Taiwan. In turn, the increased and intertwined economic, political, and cultural exchanges
across the Taiwan Strait have brought many more interests and considerations into
Beijing’s policymaking process.

The rapid economic development as a result of Beijing’s development strategy has
increased China’s international status significantly. This broad international recognition
has had an important impact on Beijing’s interpretation of its external environment.
Beijing has perceived outside powers less as threats to its national sovereignty compared
to the 1950s and 1960s when China was isolated from the international community.
Beijing has new confidence in dealing with Taiwan, and as a result, its attitude toward
Taiwan has become much more conciliatory.

With the beginning of the Deng era, China made a substantive change to its Taiwan
policy. In 1978, Deng told a group of visiting U.S. legislators that Beijing had given up
the “liberation of Taiwan policy” and had turned instead to a policy of peaceful unifica-
tion. Since then, the PRC has made a series of overtures toward Taipei: Ye Jianying’s
Nine-Point Plan in January 1979, sent on behalf of the National People’s Congress
(NPC), emphasized peaceful unification with Taiwan. A personal letter stressing brother-
hood to Taiwan’s president Chiang Ching-kuo was written in 1982 by Liao Chengzhi,
then a member of the CCP Politburo and a classmate of Chiang’s when they studied in
the Soviet Union in the 1930s. Deng Xiaoping’s formula of “one country, two systems,”
first expressed in 1983, has become the foundation of Beijing’s policy.” In 1995, Jiang
Zemin, based upon Deng’s ideas, issued his eight-point unification proposal toward
Taiwan.

The PRC’s “one country, two systems” formula advocates that, after unification,
Taiwan would be allowed to maintain its foreign economic and cultural ties with other
countries, as well as its own political, economic, and social system. Taiwan would be
allowed to maintain its own army and independent judicial power, as Deng emphasized
that, “the party, governmental and military systems of Taiwan will be administered by
the Taiwan authorities themselves.”” Furthermore, Taiwan’s ruling and opposition parties
would participate in the leading bodies of the central government, such as the State
Council, the NPC Standing Committee, and the Supreme Court.”

However, Beijing was aware of the growing influence of Taiwan’s independence ten-
dency and had a severe concern about this direction even before the DPP got into power.
After the regime change in Taiwan in 2000, Beijing’s leadership has considered seriously

the use of force if Taiwan delays reunification indefinitely. For this reason, Beijing
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refuses to renounce the use of military force against Taiwan. Should Taiwan some day
claim independence, probable is that the PRC will use all means, including military
force, to prevent independence. Beijing has little room to make concessions on the issue
of Taiwan independence, having consistently insisted that it will prevent the creation of
a “two Chinas” or a “one-China, one Taiwan” situation. Beijing also has demanded
repeatedly that Taipei should not be allowed to become a member of any international
political organizations, such as the United Nations.

China’s fundamental concern is that Taiwan’s prolonged separation may in fact pro-
mote its eventual independence. Thus, the PRC State Council issued a Taiwan White

Paper in February of 2000 which states:

[I]f a grave turn of events occurs leading to the separation of Taiwan from China in
any name, or if Taiwan is invaded and occupied by foreign countries, or if the Tai-
wan authorities refuse, sine die, the peaceful settlement of cross-Straits reunification
through negotiations, then the Chinese government will only be forced to adopt all
drastic measures possible, including the use of force, to safeguard China’s sover-

eignty and territorial integrity and fulfill the great cause of reunification.”

This paésage indicates that one more situation has been added which would prompt the
PRC to use military force against Taiwan—that is, if Taiwan indefinitely delays negotia-
tions with the mainland. Beijing’s fears were fanned by the defeat of the moderately pro-
unification KMT candidate in the March 2000 presidential elections and the victory of
pro-independence DPP candidate Chen Shui-bian.”

Beijing’s deep distrust of the DPP regime has been based on its sense that the DPP is
departing from the “one-China” policy and moving toward independence (Taidu). One of
the most-cited pieces of evidence of the DPP’s Taidu tendency is the “independence
clause” contained within the DPP’s Political Platform. This document was adopted in
1986 and modified in 1995. Section A of the DPP’s Political Platform is entitled “The
Establishing of a Sovereign and Independent Republic of Taiwan,” and Article 1 of this
section makes the following explicit proposal: “In accordance with the reality of
Taiwan’s sovereignty, an independent country should be established and a new constitu-
tion drawn up in order to make the legal system conform to the social reality in Taiwan
and in order to return to the international community according to the principles of inter-
»7)

national law.

One may notice that there are ongoing discussions within the leading circles of the
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DPP that the it should modify this “independence clause,” either by softening the
language or placing it in “historical context.” At the same time, however, forthright state-
ments have been made by Vice-President Annette Lu that indicate a continuing pro-inde-
pendence stance, such as her comment that “breaking out of the ‘one China’ cocoon
might be necessary to set in motion an open negotiation process.”®

The PRC pushed for bilateral negotiations prior to the DPP government’s election in
2000. In October 1998, the PRC warmly received the Taiwanese delegation led by Koo
Chen-fu, the head of Taiwan’s Strait Exchange Foundation (SEF), when they visited
mainland China. Koo first conducted negotiations with his counterpart Wang Daohan in
Shanghai, five years after they first met in Singapore. Then, Koo flew to Beijing to meet
China’s President Jiang Zemin. This meeting was not only the first in the three years
since the downturn of bilateral relations following Lee Teng-hui’s visit to the United
States in 1995, but also the highest-level contact across the Taiwan Strait in nearly fifty
years. The meeting between Koo and Jiang was reportedly “cordial” and “friendly,” cov-
ering a variety of topics ranging from cross-Strait relations to China’s democratization.”
The two sides agreed to continue exchanging visits between their representatives. How-
ever, the plan for Wang Daohan to return the next year was derailed by Lee Teng-hui’s
“state-to-state” relations statement as well as the subsequent election in 2000 of the
DPP’s Chen Shui-bian.

As Taiwan gradually achieved its democratization and its society became more plural-
istic, opinions became more diverse in Taiwan’s political arena. Therefore, Taiwan’s
decision-making process has become ever more complicated, making it difficult to
achieve consensus. Beijing should understand that the island’s frequent elections also
require Taiwan’s politicians to follow public opinion closely. It is now even more impor-

tant for Beijing to comprehend this historical background in order to better face the chal-

lenge posed by the new DPP government.
Beijing’s Reaction to the DPP Regime

To better understand Beijing’s initial reaction to the DPP government, it is necessary
to examine PRC’s domestic considerations, which have played a key role in the develop-
ment of Beijing’s Taiwan policy. There are three critical factors. First, since moderniza-
tion has become the PRC’s top international and domestic priority, Beijing would like to
promote economic integration within the so-called “Greater China”—namely, the main-
land, Taiwan, and Hong Kong. Taiwan has made a significant contribution to the PRC’s

modernization in terms of providing investment, trade, and managerial know-how to
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speed up China’s economic modernization. Beijing has been well aware of Taiwan’s
example as one of several developmental models from which it may learn (others includ-
ing Japan, South Korea, and Singapore). Therefore, Beijing would like to make every
effort to achieve a peaceful unification with Taiwan, as a military confrontation across
the Taiwan Strait would certainly damage its progress toward modernization.

Second, with nationalism on the rise within the mainland, Beijing’s leadership has
been acutely sensitive to the issues of sovereignty and regime legitimacy. Therefore, no
Chinese leader, conservative or reformer alike, can afford to be cast as lishi zuiren (a
person condemned by history) for not acting to prevent the split of the nation; such an
appellation would be a lethal blow to any leader given Beijing’s continuing internal
power struggles. Jiang Zemin stated in December 1992 that the “PRC will adopt resolute
measures if Taiwan declares Taidu.”'® The pursuit of Taidu would, in other words,
involve the risk of war. Under this consideration, the Beijing leadership has consistently
refused to renounce the use of military means to prevent Taiwan independence, and has
refused to allow Taiwan to have more space within the international community.

Third, China’s rapid economic growth and rise of status within the international com-
munity has allowed Beijing to become more assertive in its foreign policy as well as in
its policy toward Taiwan. Therefore, one can see that there are conflicting considerations
behind Beijing’s Taiwan policy, making it sometimes appear flexible and at other times
rigid. In general, however, Beijing would like to promote bilateral negotiations at an
early stage, and to achieve a result which is favorable to its desire for unification. Time
and again, however, Beijing may need a certain period to digest any significant develop-
ments on the island—such as the perceived shift away from the “one-China” principle—
to formulate its own policy toward such change. The changing international environment
has kept Beijing acutely sensitive to the issue of Taidu. As long as Taiwan maintains de
facto separation from the mainland, political forces both within and outside the island
will continue to demand Taidu. Moreover, with the post-Cold War development, interna-
tional public opinion might be increasingly sympathetic towards Taiwan.

The combination of the above elements has played a significant role in determining
PRC’s Taiwan policy towards the new DPP government. This policy can be divided into
three stages. The first stage was during the period prior to the 2000 presidential cam-
paign—roughly from 1999 until the elections on March 18, 2000—when Beijing took a
confrontational approach toward the DPP. This period was marked by Zhu Rongji’s
tough lecture which was designed to boost the chances of either the KMT’s Lien Chan
or, even better, the People First Party’s (PFP’s) James Soong.
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The second stage commenced immediately upon Chen Shui-bian’s defeat of Lien Chan
and James Soong in the 2000 presidential elections. Upon this development, the PRC
State Council’s Taiwan Affairs Office issued a stern, six-word policy, ting gi yan, guan
qi xing, meaning “listen to what the new regime says, and watch what the new regime
does.” In effect, Beijing posted a “wait and see” policy. Since that time, it can be certain
that Beijing has been monitoring the Chen regime’s statements and actions for any con-
firmation of its suspicion that it is departing from the “one-China” policy and moving
toward Taiwan independence.

This concern was rooted in such observations as the fact that Chen had not even
expressed lip service support of the “one-China” position, unlike his KMT predecessors.
Despite threats and military exercises across the Taiwan Strait prior to the election, how-
ever, China’s leaders remained silent oh_ce the results were announced. Beijing’s inaction
after the election was partially due to the fact that Chen Shui-bian made great effort to
avoid a confrontational tone. In his inaugural speech, for example, he pledged the follow-

ing “four no’s”:

. . . [that] as long as the CCP regime has no intention to use military force against
Taiwan, I pledge that during my term in office, I will not declare independence, I
will not change the national title, I will not push forth the inclusion of the so-called
“state-to-state” description in the Constitution, and I will not promote a referendum

to change the status quo in regard to the question of independence or unification.'"”

Chen Shui-bian also attempted to interpret the DPP’s goal as “self-determination” rather
than “independence”—apparently a centrist gesture.'” Regardless, this semantic distinc-
tion does not matter to Beijing, as prolonged separation from the mainland is interpreted
as leading inevitably to independence. This relative quiet remained despite some initial
conciliatory statements by Chen and a subsequent rebuttal from Beijing."”

After the election, the PRC made moves to isolate Chen such as by negotiating with
representatives of other parties (such as the KMT, PFP, and New Party—NP) rather than
Chen’s DPP government.'” This tactic served to make Chen look weaker and less effec-
tive both within and outside Taiwan. The PRC also tried to orchestrate a coalition among
the KMT, PFP, and the NP, in the hopes of defeating the DPP, but such plans were
dashed by the December 2002 election.

The third stage began with Qian Qichen’s speech of January 25, 2002, which indicated

that Beijing’s leaders have come into what might be called the “recognition of reality”
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stage. As the DPP’s electoral success has made clear, Beijing has had to recognize that a
prolonged DPP regime is not inconceivable, and adapt to these circumstances accord-
ingly.

In order to better understand the evolution of Beijing’s attitude, one may also need to
pay close attention to a range of views within the Beijing leadership on how to deal with
the DPP regime, from hard-liner to soft-liner.'”® A hard-liner tends to believe that under
the DPP regime Taiwan’s move toward independence is inevitable. Therefore, this move-
ment can only be stopped by non-peaceful means. The recommendation therefore is
“xiepo” —meaning to rely on military strength to force a change—in order to force
Taiwan to stop its drift toward Taidu. From this perspective, military takeover of Taiwan
is seen as a more likely approach and outcome, even with the risk of U.S. intervention
in the military confrontation.

In contrast, soft-liners generally have believed that there has been sufficient pressure
on Taiwan, including the military means indicated in the White Paper of February 2000,
to ensure that Taipei is unlikely to make an official declaration of Taidu. Therefore, the
PRC should emphasize economic integration and avoid making military threats toward
Taiwan. Soft-liners also tend to believe that the United States will be unwilling to be
involved in an actual war with the PRC. They sometimes ask such questions as “Are
Americans willing to sacrifice their sons and daughters for Taiwan?” This group also
tends to overestimate China’s military power, particularly based on its nuclear and mis-
sile weapons.

To be sure, soft-liners also tend to believe that China’s national sovereignty is the
major principle at stake—therefore, China should use military force if that sovereignty is
violated. However, they also sound a note of caution and emphasize the importance of
first engaging Taiwan peacefully. The conciliatory tone of the Qian Qichen’s speech
mentioned above can be perceived as that the moderate, and more pragmatic, views may
have prevailed at the most recent third stage in early 2002.

Regardless of hard or soft positions each individual leader may have, there are general
and genuine worries in Beijing that Taiwan’s independence tendency may further grow
with the new DPP regime. This deep suspicion was further strengthened by Taipei’s
series of official actions that would emphasize the new identity for Taiwan, such as
renaming Taiwan’s offices abroad “Taiwan Representative Offices” from the name

“Taipei Economic and Cultural Representative Offices,”'®

printing “issued in Taiwan”
into its citizens passports and putting a new design for the emblem of the government

spokesman’s office, replacing the old emblem which has the map of China. Beijing views
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these actions as incremental steps towards faidu.

In order to achieve its goal of unification with Taiwan, Beijing has always maintained
two different ways—peaceful means and military threat—to prevent Taiwan from going
to independence. Beijing has made it clear that it will never give up military means and
has always kept military pressure as a deterrent to any tendency toward taidu. PLA’s
Southeast military regions such as Nanjing and Guangzhou have always been prepared
for military actions with Taiwan. Over the last decade, the PRC has deployed hundreds
of missiles and advanced aircraft aiming at Taiwan. Time and time, the PLA conducted
all kinds of military exercises, many of which have became more sophisticated, prepar-
ing cross-strait fighting and enhancing its ability on both land and sea battles. Most of
these military actions corresponded to the political events and developments in the island.
Needless to say, the largest missile exercise, as mentioned earlier, took place in spring
1996, creating a new round of military crisis around the Taiwan Strait.

Concerned observers in both sides of the Taiwan strait as well as in the United States
have often asked the question, where are, if any, the bottom lines for PRC to use mili-
tary forces. A simple answer to this question from Beijing often is that if Taiwan openly
claims its independence. This point is well understood in Taipei and seems like no ratio-
nal politicians would conduct this kind of suicidal action. On the other hand, PRC’s
bottom line is not all that clear as to what other actions may constitute “Taiwan indepen-
dence” that would lead to PRC’s military action. It is not completely certain, for
example, whether a revision of constitution or a public referendum of self-determination
actions like this will cause enough concern for Beijing to use military force.

Now that the United States made it clear that it will intervene in a future military cri-
sis around the Taiwan strait, Beijing’s decision makers and PLA leaders therefore have
now perhaps no illusion about the US’ intention and have already figured in the US fac-
tors in their calculation of the military action in the future if it deemed necessary (see
later part for more detailed discussions on the U.S. role).

While maintaining military pressure, Beijing’s leadership has still put its high hope on
the peaceful means to resolve the Taiwan issue. It seems that the economic integration

across the Taiwan Strait may prove an effective way to promote future unification.
Cross-Strait Relations and Economic Integration

Cross-Strait relations have been even more uncertain after Taiwan’s presidential elec-
tions in March 2000. The parliamentary election of December 2001 confirmed that the

DPP’s presidential victory was no accident, as the DPP won a parliamentary majority for



[dLEE7 V7 Hze] 456 5 (20044 1 A)

the first time, thereby defeating the old ruling party, the KMT.'” The significance of the
2000 presidential elections not only lies in its achievement of a peaceful transfer of
power as part of the island’s democratization process,'® but also can be considered as
the start of another round of intensified debate within the island over the “one-China”
principle that Beijing has insisted.

Regarding policies towards the Mainland, there are two political camps in Taiwan: one
for Taiwan’s ultimate independence (known as the “Green camp” and comprising most of
the DPP as well as followers of Lee Teng-hui), and one for eventual unification with the
mainland over the long term (the “Blue camp” includes most of the KMT, PFP, and NP).
At this stage, most people in Taiwan seem to prefer maintaining the status quo which
would let the unification issue be settled in the long run. To be sure, the cross-Strait
relationship is only one of several vital issues that political parties in Taiwan have faced.
There are overlapping as well as diverse opinions on such issues as corruption, economic
policy, crime, and social stability. In this sense, there still is the possibility that various
political parties (for example, elements of the both the “Green” and “Blue” teams) may
form a coalition government in the future despite differences over mainland policy.

Within the KMT, however, there were conflicting views within the leadership in terms
of how to deal with the DPP’s demand for independence. During Lee Teng-hui’s presi-
dency, several KMT leading figures resigned from their party or government positions,
protesting President Lee’s ambiguous Taidu position and other political issues. For
example, the New Party was founded in 1993 by former KMT members who disagreed
with the KMT’s style of decision making.'”

In Taiwan, Chen Shui-bian experienced a difficult start to his regime, beset by the
economy recession, political maneuvering over the fourth nuclear reactor issue, key cabi-
net resignations, and rumors. Furthermore, the pro-independence elements of the DPP did
not want too much compromise with Beijing. On the other hand, the non-Lee elements
of the KMT pushed their agenda with high-level contacts with Beijing. These KMT
members supported the “one-China” principle which would lead to eventual reunification
with the mainland. Of course, most Taiwan observers believe that such political stances
are more symbolic, politically motivated, and short-term than true in nature. These
actions are designed to hamper Chen’s attempts to go to the political center.

Of course, Chen also has made a number of unilateral moves that havé not been
strongly supported within his own party.ZO) More particularly, some DPP members have
not liked Chen’s softening of the DPP’s pro-independence stance.”” These disaffected

members have left the DPP to establish splinter parties such as the Taiwan Independence
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Party (TAIP) and the New Nation Association.

Meanwhile, the scenes of former President Lee Teng-hui and President Chen Shui-bian
together indicate a new round of realignment in Taiwanese politics. It became clear in
the fall of 2001, the DPP and Lee’s new party, the Taiwan Solidarity Union (TSU),
shared a pro-independence perspective. In the sense of Taidu, then, Chen Shui-bian is
Lee Teng-hui’s true successor—especially given Lee’s public disdain for the KMT’s
direction under its new chairman, Lien Chan, and the KMT’s subsequent decision to
expel Lee from the party.”” Nevertheless, Chen and Lee are not completely aligned. For
one, the TSU allegedly is positioned between the DPP and the KMT, which indicates
some policy differences.” Moreover, Chen’s government has abandoned the policy of
attempting to restrain Taiwanese investment in the mainland.*”

In general, however, Chen and Lee’s “Green camp” appears aligned against the “Blue
camp”—the pro-eventual unification, pro-economic integration coalition. In contrast, the
“Blue camp” argues that Taiwan’s recession necessitates reliance on the mainland as a
market for Taiwanese goods and services. Given this extensive interdependence, there
also is a need for Taiwan’s government to allow direct postal, air, and shipping links.
Therefore, one may regard the new policy of relaxing economic restrictions as a compro-
mise between the two camps, and a pragmatic gesture from the new DPP government.

In addition to political and military pressure, Beijing has increasingly used cross-Strait
economic ties as a means to promote its integration with Taiwan. Whatever the outcome,
Beijing’s overall strategy remains clear. A particularly important factor in Taiwan’s poli-
tics is the business sector, as profit-driven businesspeople generally have viewed the
mainland as a desirable market and location for investment. Indeed, Taiwan’s extensive
trade and economic relations with the mainland have been responsible for generating
Taiwan’s huge trade surplus. Thus, Taiwan’s business community has pressured its poli-
ticians to allow for enhanced ties across the Taiwan Strait.

Just as with Hong Kong, economic interdependence undermined political differences
and paved the way to reunification. Despite public opinion polls and referenda that indi-
cated that the locals did not support this transition, Hong Kong’s rule was transferred to
the PRC in 1997.>> After the subsequent handover of Macau in 1999, PRC President
Jiang Zemin set his sights on achieving reunification with Taiwan.”® What is clear is that
Beijing plans to continue to utilize economic integration as a means to promote political
unification. Although itself in dispute, the economic integration “card” seems to have
remained one of a few possible effective ways to deal with the new Taipei regime and

to prevent Taiwan from further movement toward independence. This economic interde-
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pendence is reflected primarily in two dimensions: cross-Strait trade and Taiwan invest-
ment in mainland China.

Clearly, the mainland has attracted significant levels of Taiwanese investment. In terms
of general trends, the total value of bilateral trade has increased dramatically. For
example, cross-Strait trade rose from US$77 million in 1979 to US$26.4 billion in 1997.
As early as 1993, the mainland became Taiwan’s third largest export market, after only
the United States and Hong Kong.?” In 2000, Taiwan’s trade with China rose 25 percent,
leaving Taiwan with a surplus of US$27 billion.*®

In terms of investment figures, Taiwan invested roughly US$48-70 billion in the main-
Jand from 1990 to 2000.® Government statistics indicate that Taiwan invested approxi-
mately US$2.6 billion in 2000, twice the amount Taiwan’s businesses invested in the
previous year.”® In fact, mainland-based projects total about 40 percent of Taiwan’s total
direct overseas investment,’" involving approximately 40,000 Taiwanese companies.*®
Most recently, an estimate made in April 2001 indicates that Taiwan’s investment in the
mainland totals roughly US$80—100 billion.” It is Beijing’s hope that it can use eco-
nomic means to promote bilateral exchange and integration to demonstrate Beijing’s con-
ciliatory position.

Chen Shui-bian initially was in agreement with the “go slow, be patient” (jieji
yongren) approach advocated by former President Lee Teng-hui. Both leaders have had
concerns about the risk of Taiwan becoming too economically dependent on the main-
land, and have viewed Beijing’s “harm offensive” with some skepticism.

However, this policy stance has not been popular with the Taiwanese business sector.
During Lee’s presidency, for example, his ability to influence businesspeople on cross-
Strait relations was limited.*” Since Chen’s election, the business sector has continued to
pressure for change, its calls becoming more urgent in light of Taiwan’s economic reces-
sion.”” For example, Taiwan’s gross domestic product (GDP) shrank by 2.35 percent
over April-June of 2001, acknowledged to be the worst rate in twenty-six years. In July
of 2001, Taiwan’s unemployment rate also hit a record level of 4.92 percent.’®

The pressure to lift the “be patient, go slow” policy also came from a renewed sense
of “mainland fever.” Reports hold that as China’s economy continues to develop rapidly,
many Taiwanese have begun to see that the mainland offers the prospect of a better life
and a brighter future. One symptom of this “mainland fever” is the large amount of
Taiwanese investment in Shanghai. Furthermore, a growing number of people from
Taiwan even choose to settle in the Shanghai area.’” For the first time, Shanghai, as a

mainland city, has been ranked as the number four favorite destination for emigrating
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Taiwanese. Another favorite destination is Dongguan, located in the mainland’s
Guangdong province.*®

Subsequently, the DPP government acted in accordance to a 120-member advisory
panel’s recommendations to lift the caps on levels of Taiwanese investment in the main-
land as well as technology transfer restrictions. The PRC is likely to seize this new
opportunity to attempt to deepen Taiwan’s economic dependence on the mainland.
Although there still are observers that believe that the lack of progress toward “one-
China” means that Beijing will drop its economic “charm offensive” toward Taiwan in

9 most reports indicate that Beijing is betting on economic

)

favor of military options,*

interdependence as a way toward unification.*'
Dynamics of the International Environment

The issue of Taiwan itself has been the product of domestic rivalry (the 1946-49
CCP-KMT civil war), external powers’ intervention, and changing international relations
in the Asia-Pacific. During the 1950s and 1960s, the PRC was isolated by the West and
excluded from major international organizations such as the United Nations. With the
U.S. Seventh Fleet stationed in the Taiwan Strait, Beijing viewed the United States as a
major threat. Japan, which had occupied Taiwan for fifty years prior to 1945 and was
firmly allied with the United States in the post-World War II era, was also considered a
potential aggressor. These concerns were the foundation for Beijing’s uncompromising
policy regarding Taiwan during the first three decades of the PRC’s existence, a policy
that left no room for concessions where the issues of sovereignty and regime legitimacy
were involved.

Regarding recent development of Sino-U.S. relations, one of the symbolic yet signifi-

cant developments in the post-Cold War era since the early 1990s — particularly since

2 b2

2000, is that one hears more labels such as “partners,” “allies,” “competitors,” or “rivals”
to refer to major powers and their relations. For example, U.S. President Bill Clinton
referred to China as a “strategic partner” in his visit to the country in 1998. This debate
intensified during the 2000 U.S. presidential campaign, most noticeably due to then
Republican candidate George W. Bush’s statement that the PRC should be viewed as
more of a “competitor” than a “partner.”

International environment has changed in the wake of the events of September 11,
2001. Notably, U.S. President George W. Bush has modified his confrontational approach
with China by including it in his counter-terrorist coalition. Also, Bush needs China’s

cooperation particularly in regard to regional security issues such as stemming prolifera-
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tion, promoting stability on the Korean peninsula, and so forth. In fact, during his visit
to China in February 2002, President Bush asked Jiang Zemin to convey a message to
Pyongyang so that the United States and North Korea could sit down for talks. China
hopes that this cooperative effort with the United States will lead to reciprocal good faith
efforts—in particular, that Washington will reward Beijing by complying more with the
PRC’s effort to solve the Taiwan issue based on the “one-China” principle.

This more conciliatory attitude toward China has been part of the evolution of the
George W. Bush administration. Indeed, there is evidence of the Bush administration’s
learning curve has been shortened in light of the development of the post-September 11,
2001 “international anti-terrorist coalition” that not only includes traditional allies such as
in NATO and Japan, but other major players such as Russia and China. Since September
11, the Bush administration has considerably toned down its anti-Beijing, pro-Taiwan
rhetoric. Although perhaps only a temporary policy shift, President Bush’s new stance
caused Taiwan concern, prompting Taipei to send a high-level delegation to Washington
in early October.*”

Nevertheless, while promising more consultation with China, the Bush administration
continues to maintain its policy of emphasizing its military allies in the Asia-Pacific,
which can be phrased in Chinese as “tai Riben, ya Zhongguo” (¥ H A& ¥ B, meaning
“to raise Japan high and press China low”). Similarly, there is the view that the United
States under Bush is focused upon “gin Taipei, yuan Beijing” (3% At3EIL 5, meaning
“getting closer to Taipei and keeping distance from Beijing”). For example, Bush has
repeatedly emphasized his commitment to the Taiwan Relations Act, most recently dur-
ing his February of 2002 visit to China.

In regard to its relationships with Washington and Tokyo, a central locus of concern
for Beijing is the issue of Taiwan. Indeed, Beijing regards the United States as a major
obstacle to its goal of reunification with Taiwan. This issue can be traced back histori-
cally to the Chinese Civil War period (1946—49) when the U.S. supported the Chiang
Kai-shek regime, and, when at the cessation of the Korean War in the early 1950s, the
U.S. signed a Mutual Defense Treaty with Taiwan which effectively prevented the PRC
from taking over the island. In the late 1960s and early *70s, both Beijing and Washing-
ton were willing to normalize their relations due primarily to their mutual concern about
the threat from the Soviet Union. Richard Nixon’s historic visit to China in 1972 spot-
lighted the two countries’ rapprochement, although seven years would pass before the
PRC and the United States completed their normalization process in 1979.

However, while Washington has recognized Beijing officially and ceased its official
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relations  with Taipei, there are two issues which Beijing still views as unwarranted
“intervention in internal affairs.” First, the United States continues to sell arms to Taiwan
despite the August 17 Shanghai Communique of 1982 which stipulates that the United
States should reduce its arms sales to Taiwan both quantitatively and qualitatively. An
example in point of this trend is the Bush administration’s decision in April 2001 to sell
Taiwan a large amount of advanced arms. The other issue relates to the Taiwan Relations
Act—passed by the U.S. Congress in 1979—which, in addition to restricting the United
States to non-official economic and cultural relations with Taiwan, requires American
commitment to peaceful settlement of the Taiwan Strait conflict. Both actions, from
Beijing’s perspective, represent continued intervention in China’s internal affairs.

Clearly, there are indications that the PRC views the U.S. as an arrogant rival and a
threat and a major road block to China’s rise toward greater power status.*” Beijing’s
perception of the U.S.” continued interference may have been enhanced by the February
2000 vote in the U.S. House of Representatives that passed the Taiwan Security
Enhancement Act by the vote of 341-70,*’ and, more recently, comments by President
George W. Bush that the U.S. will defend Taiwan militarily in case of attack from
China. China was further alarmed by the announcement of the United States’ sale of
multi-billion dollar sale of Kidd-class destroyers to Taiwan scheduled for early 2003. The
US would also give Taiwan options to receive up to eight diesel powered submarines.*>
Furthermore, Beijing was very upset by the US permission for Taiwan’s defense minis-
ter, Tang Yiau-ming, to visit the United States and conduct an “informal” meeting with
US Deputy Defense Secretary Paul Wolfowitz in March 2002.*® This was the highest
level of defense dialogue between US and Taiwan ever since their official diplomatic ties
were broken in 1979. China’s deep concern is that America’s arming of Taiwan may in
fact prolong Taiwan’s separate status, thereby promoting its eventual independence.
Beijing is even more worried that given the leading status of the United States in world
politics, other nations may follow suit. Therefore, the Taiwan issue will continue to be a
major controversy between China and the United States for the time to come.

In terms of regional and even global security, a key issue confronting all powers in the
Asia-Pacific is how to manage the relationship between the two ascendant powers—the
United States and China. Virtually all regional controversies, such as cross-Strait relations
between Taiwan and the PRC, the resolution of the tensions on the Korean Peninsula, the
evolving nature of the US—Japan security alliance (and the future direction of Japanese
foreign policy), and the potential conflict over the South China Sea dispute, are all

closely linked to major-power relations, particularly the ongoing dynamics of the
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Washington-Beijing relationship. At the same time, the necessity for an anti-terrorist coa-
lition will also provide a fresh framework to inspect the overall dynamics of major power
relationships. The spirit of this new framework may be reflected in the joint anti-terror-
ism statement signed by Asian-Pacific leaders in the Shanghai APEC meeting in October
2001. Along this line, the issues of crisis management over the Taiwan conflict, nuclear
proliferation and missile defense systems, appear even more crucial to regional security
and stability.

The ultimate question for the future directions of Asian-Pacific international relations
and the future of Taiwan is whether the world is heading into a new Cold War between
the US and China. Alternatively, there could be a new post—Cold War or post—*“9/11”
framework under which major powers may share a constructive atmosphere. In the first
scenario, many international observers believe that the most likely trigger point is the

conflict across the Taiwan Strait.*”

Given the location, losses and damage would be
inflicted primarily on East Asian players—namely, Taiwan, mainland China, and Japan.
Meanwhile, the second scenario may present a “win-win” situation for all parties
concerned. Thus, while remaining fully prepared for a negative turn of events, less con-
frontational gestures and policies from the United States may actually facilitate internal
transformation in China toward a more pluralistic society,*® thereby providing more com-
mon ground for the China and the United States, as well as for Beijing and Taipei, on
which to cooperate.

Meanwhile, the issue of Taiwan has remained a problem also between China and
Japan, who is a “loyal follower” of the United States in international affairs. Beijing’s
main concern is the new security guidelines for the U.S.-Japan Security Treaty
announced in 1997.*" Specifically, China’s concern is over Part V of the “Guidelines for
U.S.—Japan Defense Cooperation” as to whether “surrounding areas” are meant to include
Taiwan itself. Although the document specifically indicates that this term reflects the
situation rather than geography, conflicting statements have been made by a variety of
Japanese government officials, such as the announcement made by then-Chief Cabinet
Secretary Kajiyama Seiroku in August 1997, that the guidelines indeed are considered to
include Taiwan.’” More typically, when asked about the inclusion of Taiwan, the stan-
dard informal answer from the Ministry of Foreign Affairs is that since this topic refers
to joint guidelines, Washington will have to be asked for clarification. This apparent
coordination of the Taiwan policy between Tokyo and Washington understandably alarms
the PRC.

It is well-known that the anti-Taidu position has been well integrated into the PRC’s
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foreign policy practice. It is Beijing’s position that whenever the PRC establishes diplo-
matic relations with another nation, that nation must explicitly recognize that there is one
China, that Taiwan is a part of China, and that Beijing is the sole representative of
China. Thus, when the PRC opens diplomatic relations with another country, that coun-
try must cease official relations with Taiwan. Conversely, whenever Taiwan sets up rela-
tions with another country, Beijing severs relations so that a “two Chinas” situation will
be avoided. Clearly, sovereignty and the Beijing regime’s legitimacy are still essential
principles for the PRC. Chinese Premier Li Peng, for example, went as far as to

»D some widely discussed propos-

denounce the ideas of “federation” or “confederation,
als for China’s unification, as being the same as “two Chinas.”*” Beijing’s overtures for
national unification have not been well received in Taipei because there is considerable
suspicion toward mainland China.”®

Beijing occasionally may show flexibility if it considers there to be less of a risk of
Taiwan independence. For example, when dealing with foreign countries over the issue
of Taiwan, the PRC may exhibit rigidity in official political relations but flexibility in
nonofficial matters, such as economic, trade, and cultural ties. Indeed, major powers such
as the United States, Japan, Great Britain, and Germany have maintained nonofficial
offices in Taipei without provoking strong reaction from Beijing. Even the Soviet Union
in the last years of its existence quietly developed nonofficial links with Taiwan.

Beijing’s flexible foreign policy practice can be seen elsewhere in terms of Taipei’s
participation in some nonpolitical international organizations, such as the Olympic orga-
nizations and the Asian Development Bank (ADB). For example, China consented to
Taipei’s membership in the ADB on the condition that Taiwan use the name
“Chinese-Taipei.” Similarly, Beijing gave the signal that it would give Taiwan the oppor-
tunity to host some elements of the 2008 Olympics if Taipei agreed to accept the “one-
China” formula.’

To Beijing’s advantage, international conditions make Taiwan’s independence unlikely
to occur in the near future. General opinion in the international community has been
unfavorable toward Taidu since the PRC entered the United Nations in 1971, out of the
fear of the risk of war in the region. No major power today would want openly to sup-
port a declaration of Taiwan independence at the expense of breaking relations with the
PRC and triggering an international crisis.

History has demonstrated that the United States has played a crucial function as the
most important external actor in cross-Strait relations as well as bilateral negotiations.

Even though Washington has remained a staunch ally of Taipei, it is also eager to see a
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stabilized environment across the Taiwan Strait so that the United States will not risk
military confrontation with the PRC. Beijing’s conciliatory statement in January of 2002,
made by Vice-Premier Qian Qichen, is widely perceived to reflect the PRC’s grounded
assessment of political realities in Taiwan. More to the point, this statemeht also is seen
as a response to American pressure for the PRC to reopen talks with Taipei so that
proper preparations can be made for U.S. President George W. Bush’s visit to Beijing the
following month. The United States’ interests are shared in many ways by Japan and the

European community.
Conclusion

One of the most severe challenges to the peace and prosperity in the Asia-Pacific is
the cross-Strait relationship between the People’s Republic of China and Taiwan. Ever
since the end of the Chinese civil war in 1949, Taiwan and mainland China have
remained separate. The ups and downs of the relationship between mainland China and
Taiwan have implications far beyond the Taiwan Strait and have an enormous impact on
the two major powers in the region, namely the PRC and the United States, as well as
other regional players such as Japan and Southeast Asian countries.

The fate of the cross-Strait relationship remains primarily in the hands of Beijing and
Taipei. Obviously, a peaceful settlement is in the interest of both sides. Any agreement
requires mutual trust, and to develop that trust the two sides must sit down and talk. The
talks between the PRC’s Wang Daohan and Taiwan’s Koo Chen-fu in April 1993 in
Singapore were widely hailed as “the first formal meeting” since the end of the civil war
in 1949. As pointed out earlier, these negotiations were sporadic and were easily dis-
rupted by Taipei’s political maneuvers such as Lee Teng-hui’s visit to Cornell in 1995
and his statement regarding ‘“‘state-to-state” relations in July 1999. Before the end of the
Lee era, for example, there were reports that Jiang Zemin’s and Lee Teng-hui’s personal
envoys secretly met in Hong Kdng, Macau, and Beijing.”> However, formal negotiations
have been halted ever since the regime change in Taipei in 2000. Whether through open
or secret channels, one may expect that similar bilateral talks will occur whenever the
two sides sense that the conditions are ready.

Nevertheless, to start cross-Strait negotiations, three main obstacles will have to be
addressed. First, due to their longtime separation and historic rivalry, there is a consider-
able lack of mutual trust between the two sides. Second, there are probably not enough
incentives for either side to make the significant compromise necessary to make a politi-

cal breakthrough in the negotiations. Third, tensions within each side will continue to
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slow down the negotiation process, if not stop it all together from time to time.

As of early 2002, there still is no sign that the Chen Shui-bian regime will accept the
“one-China” principle as the precondition for restarting negotiations. Meanwhile, Beijing
maintained a “Wait and see” policy until Qian Qichen’s statement of January 25, 2002,
which signaled Beijing’s acknowledgment of the reality that the DPP may remain in the
leading position on the island for a long time to come. As of this paper’s submission, it
remains unclear as to whether a new round of cross-Strait negotiations will ensue in 2002
or the stalemate will continue until a later time.

Either way, Beijing’s leadership will have to take three important considerations into
account with its cross-Strait policy—namely, domestic mood, developments on the
island, and international dynamics. The mainland’s domestic mood is very much affected
by the strategic goals set up by the leadership when entering the new century—that is,
whether Beijing’s leadership will maintain Deng’s emphasis on modernization as a top
policy priority. This domestic atmosphere also is affected by China’s rising nationalism.

Meanwhile, Beijing’s assessment of developments on Taiwan is the next most impor-
tant factor—whether the new DPP government constitutes a true departure from the
long-established “one-China” policy position, thereby moving toward independence. As
long as Beijing is assured that there is no such fundamental position shift, there will be
no drastic policy reorientation toward Taiwan.

At the same time, Beijing is keenly aware of the key role that is played by the world’s
only superpower, the United States. The PRC is expected to intensify its efforts to gain
Washington’s forbearance so that the United States will not play a one-sided role in the
cross-Strait relationship. This effort, along with similar attempts to gain the understand-
ing of other key players such as Japan and the United Nations, will remain an important
focus of Chinese foreign policy in the time to come.

In conclusion, when making its policy toward the new DPP regime, Beijing has always
attached great importance to historical legacies, in particular with the implications of the
independence clause still stated in the DPP Political Platform. Beijing has been resolute
in maintaining the “one-China” policy, making it a precondition for the renewal of cross-
Strait negotiations. This hard-line policy is not only firmly rooted in domestic political
considerations which provide legitimacy for the Beijing government, but also reflects the
deep concerns of national sovereignty and security environment which is essential to
China’s modernization program since 1978.

While insisting on not giving up military means as the last resort for the Taiwan

issue, Beijing has increased its economic offensive toward Taiwan to promote bilateral
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trade, letting Taiwan enjoy a great surplus while also moving large investment into the
mainland. This economic integration has served Beijing’s interest in enhancing Taiwan’s
public perceptions of the mainland. Beijing’s most recent signal from Vice-Premier Qian

Qichen in January of 2002 indicates “a new assessment of the island’s political realities

and the DPP regime.”®

Finally, international dynamics have always played a crucial role in Beijing’s Taiwan
policy calculations. The United States remains the most important international actor as
it is not only the sole superpower in the world, but also the only major power that would
be able to provide all-out political, economic, and military assistance to Taiwan should
another cross-Strait military crisis arise. Therefore, one can not totally rule out the possi-
bility of a major military confrontation between the United States and China over the
issue of Taiwan in the foreseeable future. At the same time, it is only natural that all

concerned parties will first try their utmost to solve this controversy in peaceful means.
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