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Introduction

1. An unstable triangle: Taiwan-China-US relations

It has been roughly 70 years since the end of WWII, when the Nationalist Kuomin-
tang (KMT) party suffered a complete defeat in the Chinese Civil War in 1949.
Throughout this period, Taiwan and China have never been able to establish a stable

relationship. The first part of this section examines changes in cross-strait relations from

1949 to 2016.

(1) Taiwan Strait war, cross-strait interactions, and frequent confronta-

tion (1949~2008)

On August 15, 1945, in a radio broadcast recorded the previous day, Emperor
Showa announced Japan’s unconditional surrender and acceptance of the Potsdam Dec-
laration. This recording later became known as the Gyokuon-hoso (literally, the “Jewel
Voice Broadcast”) that marked the official end of WWII. With Japan’s defeat, the gov-
ernment of the Republic of China (ROC) under Chiang Kai-shek accepted the surrender
of Japanese troops in Taiwan and assumed control over the island by General Order No.
1 from the Supreme Commander for the Allied Powers, General of the Army Douglas
MacArthur. Furthermore, the 70™ and 62™ Corps of the Chinese Nationalist Army were
dispatched to land at Keelung and Kaohsiung, respectively, in October and November
of 1945. However, the post-WWII peace in East Asia did not last very long; conflict be-
tween the KMT and the Communist Party of China (CPC) arose in 1946, starting from
the northeastern region of China. In just a few years, the KMT-led ROC lost its ad-
vantage and was repeatedly forced to retreat. Soon, KMT authority over the mainland
was lost, and in 1949, the KMT saw complete defeat and retreated to their last piece of
territory: Taiwan. Thus began a decades-long state of contention between the two par-
ties: the Republic of China (referred to as Taiwan hereafter) and the People’s Republic

of China (referred to as China hereafter).

Intense confrontation and armed conflicts continued for approximately 30 years,



from 1949 until 1978, when the US formed official diplomatic relations with China.
With the US being Taiwan’s greatest supporter and source of aid (including financial,
material, and military aid when the Nationalist government first arrived in Taiwan), the
breaking off of diplomatic relations between Taiwan and the US became the most dev-
astating event in a string of diplomatic failures since Taiwan (or more accurately, the
Republic of China) left the UN in the early 1970s. Having established diplomatic rela-

tions with the US, China released a “Message to the Compatriots in Taiwan” (5578

[EfEE)! on January 1, 1979, announcing a cease on the intermittent bombardment

against Kinmen that had begun in 1958. In addition, the message proposed a military
truce, more cross-strait interactions, and the Three Links?. Although minor skirmishes
and disputes® have occurred between the two since then, there has been no more major
warfare since the 1960s. Therefore, China’s act of sending a message to Taiwan can still

be considered a conclusion to the military conflict phase between the two.

Essentially, this thirty-year-long military conflict phase can be regarded as a con-
tinuation of the Chinese Civil war. Major engagements include the Battle of Guningtou
as well as the Battle of the Dachen Archipelago and the Dongshan Island Campaign.
Both sides continued to fight over archipelagos along the coast of the mainland, and the
Nationalist navy and guerrillas of the Anti-Communist National Salvation Army began
to utilize their maritime superiority to enforce a blockade along the coast of the main-
land. Engagements between ground troops ceased after the two Taiwan Strait Crises that
took place in Kinmen in 1954 and 1958, and in 1972, the KMT government abandoned
their long-planned Project National Glory ([F]Y¢E1Es), thereby bringing an end to their

efforts at recapturing the mainland. After this, the only military conflicts between the
two sides were China’s regular bombardments against Kinmen, several naval and air
engagements, and sporadic small-scale conflicts. Thus, the period from the 1970s to the

1980s can be looked upon as a significant turning point in cross-strait relations, in

'On January 1, 1979, the Standing Committee of the National People’s Congress of the PRC released this
message announcing an end to the bombardment against Kinmen, calling for exchanges across the Taiwan
Strait and to seek end of military confrontation.

2 The Three Links refer to the opening of direct postal, transportation, and trade links between Taiwan and
China.

3 Examples include the Caoyu Isle Incident (or the June 27 incident) in 1984, where the garrisons on
Kinmen and the People’s Liberation Army (PLA) of China exchanged artillery fire, in addition to hostile
attacks from PLA frogmen against Kinmen garrisons and several conflicts between Taiwanese law en-
forcement units and armed Chinese fishing boats.



which both sides experienced major changes in diplomatic status and military conflicts
basically came to an end. The climax of this period included the establishment of dip-
lomatic relations between China and the US and China’s Message to the Compatriots in

Taiwan.

The next major turning point in cross-strait relations occurred not long afterwards,
in the late 1980s. In 1987, Taiwan’s government, under the leadership of Chiang Ching-
kuo, began to allow family visits to Mainland China. This marked an official reopening
of cross-strait interactions and led to significant improvements to cross-strait relations in
the following years. Taiwan then began to allow Taiwanese businesses to make invest-
ments in China, which created a mass flow of investments into China. This inspired at-
tempts to achieve intergovernmental communication and interaction. The Straits Ex-
change Foundation (SEF) and the Association for Relations Across the Taiwan Straits
(ARATS), were semi-official organizations established for these exchanges, and the first

Wang-Koo summit took place in the early 1990s.

This honeymoon period did not last very long. The increasingly warm interactions
between civilians across the strait were accompanied by civilian and intergovernmental

disputes and conflicts, including the Fujian-Shi fishery boat Incident (EE£f/AZE(4) that

occurred early in the cross-strait exchange period. The Qiandao Lake Incident, President
Lee Tung-hui’s visit to the US, Taiwan’s first presidential election, and the following
Third Taiwan Strait Crisis followed. These events led to a new high in cross-strait ten-

sion.

Cross-strait relations deteriorated in the late 1990s after the Third Taiwan Strait
Crisis. Despite the fact that the Three Links had yet to be established, Taiwanese busi-
nesses were still making substantial investments in China. Statistics compiled by the
Ministry of Economic Affairs of Taiwan show that Taiwanese businesses began invest-
ing heavily in China in 1991, and cross-strait trade expanded rapidly in the years that
followed. In the period from 1989 to 1993, the proportion of Taiwan’s foreign trade ex-
ports to China increased sharply from 5.03% to 16.47%". After the third Taiwan Strait

* R EERET TR FEZE (Mainland Affairs Council of the ROC executive Yuan), 545257715 #
(Cross-Strait Economic Statistics Monthly) No. 121 (May 26, 2017),



Crisis, the government of Taiwan led by Lee Tung-hui began adopting the slogan “No
haste; be patient” in an attempt to curb these investments and prevent excessive depend-
ence on China. Investors were encouraged to invest in Southeast Asian countries in-
stead. The overall proportion of investments in China declined slightly® but still ac-

counted for a significant portion of foreign investments.

In 1999, President Lee Tung-hui made a statement regarding his concept of special
state-to-state relations in an interview with German international broadcaster "Deutsche
Welle,” further deteriorating cross-strait relations. Then in 2000, Taiwan’s presidential
election saw a Democratic Progressive Party (DPP) victory for Chen Shui-bian. This
ended the long reign of the KMT and represented the first transfer of power in Taiwan.
Considered to be a strong advocate of Taiwan independence, the DPP pledged the Four
Noes and One Without at the very beginning of their regime. In the year before the elec-
tion, they also ratified the Resolution on Taiwan’s Future in an attempt to reduce doubts
regarding Taiwan independence. As a result, cross-strait relations stayed at a low during
Chen Shui-bian’s eight-year presidency, only improving in 2008 when the KMT re-

turned to power with the election of Ma Ying-jeou.

Despite strained political relations between China and Taiwan during Chen Shui-
bian’s time as president, Taiwanese investments in the mainland began to rise swiftly®,
reaching a new high after Ma Ying-jeou took office. An interesting trend thus started
with the “cold war” between Taiwan and China: political relations continued to be un-
stable, and although a short thaw appeared during the “cold war” period, it quickly froze
over with renewed conflicts between the two sides. In contrast, economic relations con-
tinued to improve. Taiwanese businesses continued to invest in China and become more
dependent on China’s market even though tension remained between the two govern-
ments and Taiwanese businesses encountered endless problems and disputes on the

mainland.

http://www.mac.gov.tw/ct.asp?xItem=57683&ctNode=5720&mp=1&xq_xCat=2002

5 Ibid.

¢ i FERETTEEEZ @ (Mainland Affairs Council of the ROC executive Yuan), #F/=28 254751 /H#
(Cross-Strait Economic Statistics Monthly) No. 193 (May 26, 2017),
http://www.mac.gov.tw/ct.asp?xItem=51026&ctNode=5720&mp=1&xq_xCat=2008



The table below lists major cross-strait political events that took place before the KMT

returned to power in 2008:

Time Event

1954 First Taiwan Strait Crisis

1958 Second Taiwan Strait Crisis, 823 Artillery
Bombardment

1978 China declares its Message to the Com-
patriots in Taiwan

1949~1980s Sporadic conflicts and exchange of fire

continue between the two sides

1987~early 1990s

Cross-strait interactions begin

Early 1990s

Civilian conflicts accompany interactions

1990~1991 Taiwan establishes the National Unifica-
tion Council, and the Guidelines for Na-
tional Unification are published

1992 1992 Hong Kong Meeting (between SEF
and ARATS); Taiwan passes the Act Gov-
erning Relations between the People of
the Taiwan Area and the Mainland Area

1993 First Wang-Koo summit

1994 President Lee Tung-hui visits the US

1995~1996 Third Taiwan Strait Crisis; cross-strait ne-

gotiations cease




1996 Taiwan adopts “No haste; be patient” pol-

icy to curb investments in China

1998 Second Wang-Koo summit

1999 Special state-to-state relations; third

Wang-Koo summit is canceled

2000 Chen Shui-bian takes office and proposes
the Four Noes and One Without

2002 Chen Shui-bian proposes One Country on
Each Side

2005 China passes the Anti-Secession Law

2006 Taiwan terminates the National Unifica-

tion Council

Although this table only contains a brief summary of the many cross-strait political
events that took place between 1988 and 2008, it shows how cross-strait relations have
fluctuated during this time. We divided these developments in cross-strait relations into

four periods:

(1) 1949~1978: Military conflict period

During this period, both political powers were trying to assume unified control
over China through military force. Although few large-scale battles occurred after the
Second Taiwan Crisis in 1958, naval and air engagements over the strait were still
common.
(2) 1978~1987: Low period

This period saw the end of most military confrontations, with only sporadic con-
flicts early on. However, both parties began diverting their resources toward achieving a
unified China through peaceful means, and near the end of this period, the possibility of
nonaggressive interactions emerged.
(3) 1987~1994: Honeymoon period

Civilians across the strait began interacting, and relations began to improve both in

6



civilian investments and trade and between the two governments. Dedicated organiza-
tions were thus established to handle these semi-official exchanges. Conflicts and prob-
lems still accompanied the increasingly warm interactions.
(4) 1995~2008: Return to strained relations

The Third Taiwan Strait Crisis and other conflicts had a severe destabilizing effect
on political interactions. Despite slight relief after the Taiwan Strait Crisis, the statement

of special state-to-state relations brought an end to semi-official interactions after 1998.

An examination of cross-strait relations reveals that long periods of political stabil-
ity are rare; although swift progress was made in cross-strait relations once cross-strait
exchanges began, these soon deteriorated sharply until Ma Ying-jeou became president.
From a broader perspective, cross-strait relations were tense and extremely unstable
even with the renewed exchanges during the last two periods. Seldom did political rela-

tions between the two parties develop steadily.

Trade and civilian exchanges play an important part in cross-strait relations. Offi-
cial statistics from Taiwan show that investments and trade between Taiwan and China
flourished when interactions began. Even during Chen Shui-bian’s presidency from
2000 to 2008, when political relations were at their lowest, trade conditions did not
change significantly with political relations. Yet increasingly strong trade and civilian
connections did not produce the same effects that functionalism and neo-functionalism
exerted on political relations during the consolidation of the EU’. In the EU, civilian
and trade interactions promoted cooperation, dependence, and progress that “spilled
over” into politics and military issues, inducing consolidation. This wasn’t the case for
Taiwan and China, as there were no changes in cross-strait relations regarding the topic

of Taiwan independence/Chinese unification.

7 For instance, during Chen Shui-bian’s presidency, the proportion of investments made by Taiwanese
businesses in China increased from 0.5% of the GDP in 1999 to 2.61% of the GDP in 2007. From 1989 to
2007, Taiwanese businesses launched a total of 75,147 investment projects, the monetary value of which
reached USD 45.671 billion. Furthermore, investments increased from USD 430 million in 1989 to USD
10.36 billion in 2005. In 2003, Taiwanese investmentd in China accounted for 53.66% of Taiwan’s ap-
proved foreign investments. By the second transfer of power in 2008, the value of Taiwan’s exports to
China had exceeded USD 100 billion, adding up to over 40% of the annual export value. For details, see n
SRPANT (Soong, Jenn-Jaw), i FEFIN- 28 FEEHTHT T 4EBLHT SRS« (AL RS FIBUAHEIAI (The New
Thinking and Strategy for Cross-Strait Peaceful Development: From Economic and Trade Integration
toward Political Harmony),” 2567 # (Review of Global Politics), No. 28 (2009), pp. 68-69.



Was any progress made in this respect when the KMT returned to power in 2008?

Ma’s campaign had, after all, focused on cross-strait relations and expanding trade.

(2) Second transfer of power: Progress in cross-strait relations during

Ma Ying-jeou’s first term as president (2008~2012)

In 2008, the KMT’s Ma Ying-jeou and Vincent Siew won the presidential election
by an overwhelming 17%. The KMT reclaimed political power after eight years of DPP
leadership. This represented the second transfer of power in Taiwan. Ma Ying-jeou’s
win was considered a significant turning point in cross-strait relations after over a dec-

ade of instability, tension, and stagnation.

Ma Ying-jeou’s election ran on a platform promising to revive Taiwan’s depressed
economy, and one significant step toward achieving this was to improve cross-strait re-
lations and lift restrictions with regard to China (such as operating direct flights, relax-
ing regulations concerning investments in China, and allowing Chinese investments in
Taiwan) so as to strengthen cross-strait exchanges in trade and use China’s growing na-
tional power to boost Taiwan’s economic development. Before Ma Ying-jeou took of-
fice, Vice President Elect Vincent Siew even led a delegation to participate in the Boao
Forum and meet then Chinese President Hu Jin-tao. This meeting was deemed to be a
balm on the tension between Taiwan and China by then Taiwanese Vice President An-
nette Lu and various academics who saw it as a good new beginning for cross-strait re-

lations®.

During the four years of Ma’s first term, Taiwan signed various agreements with
China, Hong Kong, and Macau regarding trade, transportation, health, justice, educa-
tion, and tourism. Cooperation in agriculture and postal services also increased. In 2010
and 2012, Taiwan and China performed two joint maritime search and rescue exercises,

and talks resumed between senior members of the SEF and ARATS.

As predicted by the outside world, cross-strait relations improved during this peri-

8« ERlKER K (The return of Vincent Shaw’s journey of thaw),” #5442 H#7 (Apple Daily) (May 26,
2017), http://www.appledaily.com.tw/appledaily/article/headline/20080414/30450004/




od and eased the tensions of the previous decade. Considerable progress was made in
the form of various cooperation projects, and proposals were made regarding the more
sensitive political and military issues raised during the 2008 presidential election, in-
cluding confidence-building measures (CBMs) and the even more ambitious Cross-
Strait Peace Accords. The joint maritime search and rescue exercises can be seen as a
generalized type of CBM that are less controversial than political and military CBMs.
Thus, they can be considered a positive step towards building mutual military trust and

promoting more direct cross-strait CBMs”.

Despite the return of warmer cross-strait interactions, there was increased doubt
and disapproval toward exchanges with China. In addition to opposing views from the
Democratic Progressive Party (DPP), there was also mounting concern among Taiwan’s
population with regard to the interactions. An example is the strong protests that
ARATS Vice President Zhang Ming-qing and President Chen Yun-lin encountered dur-
ing their visits to Taiwan and the clashes between protesters and the police. In spite of
the large number of agreements that China and Taiwan signed for trade and civilian ex-
changes, further progress was difficult in more sensitive political and military issues.
The most representative example is the aforementioned CBMs; although joint maritime
search and rescue exercises were conducted and track two diplomacy!'® began in 2009,
regular contact mechanisms could not be established and any measures involving the
militaries on both sides of the strait could not be substantiated, though proposals were
made by a few politicians, scholars, and military officials. Therefore, there was little

progress in cross-strait relations with regard to politics.

(3) Ma Ying-jeou’s second term as president (2012~2016)

O “EERNITRER AREERT T R & TERCESR (Taiwan and Mainland China hold joint maritime search and
rescue exercise),” 72/~ &2 Deutsche Welle (May 26, 2017),
http://www.dw.com/zh/%E5%8F%B0%E6%B9%BE%E5%92%8C%E4%B8%AD%ES%9IB%BD%ES%
A4%AT%E9%99%86%E4%B8%BEY%E8%A1%8C%E6%B5%B7%E4%B8%8A%E8%81%94%E5%90
%88%E6%90%9C%E6%95%91%E6%BC%94%E7%BB%83/a-6009000?&zhongwen=trad

19 Track two diplomacy generally refers non-governmental channels and informal diplomatic interactions
between semi-official or unofficial individuals such as scholars or retired officials. Although Taiwan and
China do not have official diplomatic relations, the exchanges between the semi-official organizations
SEF and ARATS are already considered a cross-strait channel for track one diplomacy. For details, see
Chih-yu Shih & Ginger C. Huang, “FREE —#fEs MY T BZF—tt& | il (The State and Socie-
ty in Taiwan’s Second-Track Diplomacy: A Discursive Analysis),” £ AFE57 5% (Taiwanese Journal of
Political Science), No. 11 (1999), pp. 104-105.




President Ma Ying-jeou was re-elected in 2012. After the election, Ma continued to
work on cross-strait policies despite disapproval from the general public. In May of
2014, the large-scale Sunflower Student Movement emerged out of protest against the

passing of the Cross-Strait Service Trade Agreement in the Legislative Yuan.

The ideologies and goals of participants in large-scale social movements often
vary, and the Sunflower Student Movement was no exception. The Sunflower Student
Movement objected to the Cross-Strait Service Trade Agreement because it was passed
so quickly that it was considered a “black box™ operation and protestors were concerned
about its possible impact on society and various industries in Taiwan. Extensive discus-
sions on these issues covered the topics of Taiwan’s national security and economic in-
dependence. This shows that the people in Taiwan had grave concerns over the political

objectives attached to trade exchanges with China.

Further progress in Cross-Strait cooperation was made more difficult by the oppo-
sition of the Taiwanese people. Though the Ma administration’s approval ratings con-
tinued to be low at the end of Ma’s second term, the Ma-Xi meeting was arranged for

November 7 2015.

2. Characteristics of cross-strait interactions

Taiwan and China have an unusual relationship due to historical factors and inci-
dents in recent decades such as 95/96 Taiwan crisis. Various issues limit political inter-
actions; these include China’s long-standing mission to reunify with Taiwan and the
general distrust felt by the Taiwanese public toward China. Trade needs, however, have
brought the two closer economically since the 1980s. Below is an attempt to briefly

characterize cross-strait relations.

(1) Cross-strait political issues are a zero-sum game

The political issues between China and Taiwan have created a zero-sum game.

China has relaxed its stance from liberating Taiwan via military force during the “cold

10



war” period to appealing to compatriots in Taiwan and then to promoting peaceful uni-
fication and “One country, two systems.” However, two fundamental elements remain:
China’s persistent pursuit for Chinese unification and its refusal to rule out the use of
force to achieve this. For cross-strait relations, the form implies eliminating Taiwan’s
ROC government (or any other political powers that could substantially rule Taiwan)
and uniting it with the People’s Republic of China. This indicates a zero-sum game in
which the gains and losses of the participants will add up to zero. In other words, if one
gains, the other loses. When using force remains a possibility for China, any political

issue could escalate to a zero-sum game with national security at stake.

From Taiwan’s perspective, however, unification is not the only option, and opin-
ions on this matter are mixed. Taiwan’s cross-strait political stance can be one of three
types: 1. unification, 2. independence, or 3. maintaining the status quo. Without the last
option, Taiwan’s political position regarding unification or independence would also

form a zero-sum game.

(2) Avoiding sensitive issues

First and foremost, political zero-sum game clearly exerted influence on all inter-

actions between China and Taiwan.

In 1987, martial law was lifted in Taiwan after almost four decades. At the end of
the year, civilians were permitted to visit their relatives on the mainland, which put an
end to a separation that had existed since 1949. In 1986, the year before visitation was
allowed, a China Airlines pilot hijacked a freight plane, taking it to China. This forced
Taiwan to reverse the Three Noes policy (no contact, no negotiation, and no compro-
mise) that Chiang Ching-kuo had established and contact China through backchannels
so as to negotiate the repatriation of aircraft and crew. Such interactions through non-
governmental organizations became the primary means of communication between the

two governments.

When interactions first resumed, cross-strait negotiations were conducted via civil-
ian organizations such as the Red Cross. However, increasing civilian interactions also
sparked an increase in disputes, which demonstrated the need for organizations dedicat-

11



ed to handling them. Each side therefore founded their own semi-official organization
for cross-strait relations. In Taiwan, the Straits Exchange Foundation (SEF) was estab-
lished at the end of 1990 and began operating in 1991, while China instituted the Asso-
ciation for Relations Across the Taiwan Straits (ARATS) in response. The two govern-
ments put the parent bodies of these organizations in charge of cross-strait affairs: the
Mainland Affairs Council (MAC) under the Executive Yuan and the Taiwan Affairs Of-
fice of the State Council. The SEF and ARATS do not belong to either of the govern-
ments but are authorized to handle cross-strait issues, so they can be considered semi-
official organizations. Once they began, all formal cross-strait exchanges went through
these two organizations rather than through embassies and official diplomats as is nor-

mal between other countries.

The parties involved with these interactions avoided sensitive political issues. As
previously mentioned, no substantial progress had been made with regard to political
and military issues in cross-strait relations. Evasive attitudes toward military and politi-

cal issues is a basic characteristic of cross-strait relations.

(3) Cross-strait policies, political objectives and public concern for

Taiwanese national security

Taiwan’s public was concerned for their national security, and this concern repre-
sented the second influence on the cross-strait political zero-sum game. The core theory
of neo-functionalism stresses that trade interactions can spill over into politics and facil-
itate regional integration; this spillover effect was apparent during the consolidation of
Europe. However, China’s ultimate goal is to reunify with Taiwan, which, in effect, is to
engulf and eliminate Taiwan. This political competition between the two is therefore a

win-all or lose-all zero-sum game.

Since cross-strait interactions began, China has been using economy and trade to
inhibit Taiwanese independence and promote unification. Two of China’s cross-strait
policies involve using commerce and the people to compel Taiwanese officials. When
cross-strain interactions first began, attempts were also made on Taiwan’s part to share

the Taiwan experience with China through trade interactions and promote democracy
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and liberty there!!.

With cross-strait relations being a zero-sum situation in terms of politics, economy
and trade policies often harbor political objectives; even international sports competi-
tions have become stages for political confrontations between Taiwan and China. In-
creasing cross strait investments and the greater economic dependence sparked debate
in Taiwan about whether to continue cultivating these exchanges with China. Supporters
hope that such integration will promote economic development on both sides, while op-
ponents are worried that doing so will threaten the national security of Taiwan. There
are six main aspects to this argument: national security, economic sanctions, economic
inducements, economic war, the transformation of national identity, and economic in-

terdependence and peace!2.

(4) Political cross-strait interactions initiated by Taiwan

China has some overwhelming advantages over Taiwan, including territory size,
military strength, and status in the international community. This presents a substantial
power imbalance in the game. However, the history of cross-strait interactions has
shown that the initiator is not always the one with greater overall strength. More often
than not, Taiwan was the party to bring up status-changing issues, whereas China mere-
ly passively reacted to Taiwan’s actions. This characteristic was confirmed in an inter-
view conducted by the author with former Minister Su Chi of the MAC. Su Chi ob-
served that before Ma Ying-jeou became president in 2008, issues regarding cross-strait
relations were often initiated by Taiwan, whereas China and even the US only reacted

passively.

The above table listing major events in cross-strait relations also shows Taiwan’s
initiative tendency. Taiwan permitted visits to relatives in the mainland, established

semi-official organizations for cross-strait interactions, adopted the slogan “No haste; be

1 k%7 and ZEEUEY (Lin, Jih-wen & Lo, Chih-cheng), “E A1 &g, ? Wi 48 3R #fi# (Zero-sum
or Win-win? A Reinterpretation of Cross-strait Economic Exchanges),” A W& 7t ZFI2Z2 2T (Journal of
Social Sciences and Philosophy), Vol. 10, No. 1 (1998), pp. 41-42.

12 #HRJE (Tung, Chen-yuan), “Fy =48 755 & BLE2 /1Y Bl 57 27 22 A (Cross-Strait Economic Integra-

tion and Taiwan’s National Security Concemns),” #5252 &2 H (Prospect Journal), Vol. 4, No. 3
(2003), p. 55.

13



patient” in an attempt to curb investments in China, Lee Tung-hui proposed special
state-to-state relations in 1999, Chen Shui-bian proposed “One country on each side,”
and Taiwan terminated the Guidelines for National Unification and the National Unifi-
cation Council. Practically the only event that China initiated before 2008 was the pas-

sage of the Anti-Secession Law.

(5) Stagnation in political and military issues

As previously discussed, clear progress could not be made with regard to political
or military issues. We also attribute the lack of any real breakthroughs to the zero-sum
nature of this game. Observations regarding the most significant, controversial, and rep-
resentative political issue of unification/independence and the establishment of military

CBMs are as follows:

(5.1) Cross-strait unification/independence

As previously mentioned, this is one of the most crucial factors in cross-strait in-
teractions. China’s position on this issue has always been clear: Taiwan is a part of Chi-
na, and there is no possibility of two Chinas or one country on each side. In contrast, the
Taiwanese public could be inclined towards one of three situations: unification, inde-
pendence, or maintaining status quo. The last is a very ambiguous concept that could
mean “maintaining status and deciding later” or “maintaining status quo indefinitely,”
and those who support the former would also have to choose between independence and
unification. In terms of Taiwan’s domestic political spectrum, the Pan-Blue Coalition
(including the KMT, the People First Party, and the New Party) have generally been
considered supporters of unification, trade relations, and even economic integration
with China, whereas the Pan-Green Camp (including the DPP and the Taiwan Solidarity
Union) are inclined towards Taiwanese independence, despite varying stances among
parties. In terms of how the public feels about independence/unification, poll statistics
compiled by the Election Study Center of the National Chengchi University show that
in the 20 years between 1994 and 2014, support for “unification as soon as possible”
declined from 4.4% to 1.3%. The most noticeable drop took place in 1995 during the
Third Taiwan Strait Crisis, from 4.4% (1994) to 2.3% (1995). Support continued to de-
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crease steadily with no return to the original level. The percentage of those inclined to-
wards unification once jumped from 15.6% to over 19% during the Third Taiwan Strait
Crisis in 1994 and increased slightly from the year 1999 to 2001. Other than that, sup-
port for unification has declined substantially in the past two decades, and by 2014, only
7.9% of the public supported unification. The proportions of those inclined towards in-
dependence and wanting independence as soon as possible rose slightly during this
twenty-year period. The most significant change appeared in support for maintaining
status quo, which increased from 9.8% in 1994 to 25.2% in 20143, It is worth noting
that while China is firm on the issue of unification/independence, Taiwan has multiple
inclinations. Furthermore, public opinion in Taiwan has gradually progressed towards

independence and maintaining status quo, and away from reunification.

Despite these changes in ideology, Taiwan’s movement toward either unification or
independence has been limited. Taiwan’s National Unification Council was established
in 1990 and passed the Guidelines for National Unification the following year. The
Guidelines clearly stipulate short-term, mid-term, and long-term phases to achieve the
goal of unification, and conditions and limitations were set for each phase. The Guide-
lines were established based on the pro-unification ideology at the time and presented
clear principles for the KMT to pursue unification. The purpose of the conditions and
limitations was to prevent hasty advancements that could potentially harm Taiwan’s se-
curity and benefits. This became a significant step in the issue of unifica-
tion/independence. After this step, there was no more high political progress. At the
1992 Hong Kong Meeting, SEF and ARATS representatives could not achieve political

15 which is used to promote cross-

consensus'?. The controversial “1992 Consensus
strait interactions, was actually proposed in 2000 and is strictly a procedural consensus
rather than substantive consensus. This means that procedural consensus was used to

handle the “One China” issue, which lacked substantive consensus, for the sake of ena-

B @R R BTG 8 2 Changes in the Unification-Independence Stances of Taiwanese,” £4
AEEHEERISE T (Election Study Center, National Chengchi University) (May 26, 2017),
http://esc.nccu.edu.tw/course/news.php?Sn=167

!4 From an interview conducted by the author in 2013 with then Minister Huang Kun-huei of the MAC,
who presented documents and reports and clearly stated to the author that substantive consensus had not
been reached on the “One China” issue at that time.

15 Then Minister Su Chi was the first to use this term in 2000 in an attempt to summarize the differences
of opinion between Taiwan and China at the time of the 1992 Hong Kong Meeting. During the author’s
interview with Mr. Su Chi, he mentioned this as well.
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bling later cross-strait exchanges!6. After the meetings and talks in the early 1990s, little
to no progress was made with regard to unification or lower level political integration.
Tension and stagnation continued until Ma Ying-jeou took office, when cross-strait in-
teractions became more frequent. However, these interactions remained transactional in
nature; there was no progress in political cross-strait relations, or high politics. No fur-
ther action was taken regarding Taiwanese independence after the mention of special
state-to-state relations and one country on each side caused cross-strait relations to dete-
riorate. In other words, all actions taken to achieve unification or independence re-

mained in the preliminary stages.

(5.2) Military trust and confidence-building measures (CBMs)

With cross-strait tensions easing after Ma Ying-jeou became president, mutual mil-
itary trust and CBMs became a major focus. CBMs include both formal and informal
measures, whether unilateral, bilateral or multilateral, that address, prevent, or resolve
uncertainties among states, including both military and political elements. Thus, any
measures that help reduce misperception, suspicion, and uncertainty can be considered
CBMs and do not necessarily have to be directly associated with security issues'’.
Building mutual military trust can therefore be regarded as a CBM. In general, CBMs
can be categorized into the following types: communication, constraint, transparency,

and verification.!'8

After the Third Taiwan Strait Crisis in 1996, the US strongly recommended that
Taiwan and China build mutual military trust. During the Clinton administration, Stan-
ley Roth, then US Assistant Secretary of State for East Asian and Pacific Affairs, pro-
posed that Taiwan and China create CBMs to engage in dialogue and then sign an inter-

im agreement to reduce the possibility of a military conflict erupting!®. Similar pro-

1o B £8%i (Cho, Huei-wan), “BBEGE © BARGTEIIE 7L E BB 3% (Letter of Perspective: Pres-
ident Ma Mistakes Procedural Consensus for Substantive Consensus),” /& /& (Storm Media Group)
(May 26, 2017), http://www.storm.mg/article/73604

17 Bonnie S. Glaser, “Cross-Strait Confidence Building: The Case for Military Confidence-Building
Measures,” Center for Strategic and International Studies (May 26, 2017),
https://www.csis.org/analysis/cross-strait-confidence-building-case-military-confidence-building-
measures

18 e E55 (Cho, Huei-wan), loc. cit.

19 #AIEZ% (Lin, Cheng-yi), “SEEHE /G (S L EILH (The US and Confidence-Building
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posals were made by US officials and scholars in the several years following. Kenneth
Lieberthal ambitiously proposed the signing of an agreement with the US’s intervention
that would last 20 to 30 years, clearly stipulating that the status quo would be main-
tained. For example, Taiwan would not cross the independence red line established by
China, and China would agree not to use military force against Taiwan?’. During the
third session of China’s 8" National People’s Congress in 1995, a representative of the
People’s Liberation Army (PLA) suggested adding military exchanges to cross-strait
talks, and in Taiwan, officials from the Chen Shui-bian administration recommended
establishing CBMs at least eight times on varying occasions?!. These multiple proposals
from Taiwan, China, and the US show that establishing CBMs has come to the fore sev-
eral times since the Taiwan Strait Crises. However, no concrete actions or progress has
been made. During roughly ten years starting in the latter half of Lee Tung-hui’s presi-
dency, institutional negotiations across the strait broke off completely, which eliminated

the possibility of establishing CBMs.

Once Ma Ying-jeou became president, institutional negotiations resumed, and
CBMs became a popular topic once again. President Ma Ying-jeou personally brought
up CBMs multiple times when he first took office, but after the initial responses from
China, the Ma administration began adopting a more conservative attitude and gradually
diverted towards suggesting that China should first disarm missiles aimed at Taiwan.
Later, Taiwan’s government decided economic issues should be resolved before going

into political issues?.

Communication CBMs include occasional attempts at track two diplomacy be-
tween Taiwan and China. As previously mentioned, Taiwan and China performed joint
maritime search and rescue exercises in 2010 and 2012. However, as with the unifica-
tion/independence issue, both sides made only preliminary overtures and participated in

uncontroversial search and rescue exercises.

Measures in the Taiwan Strait)”, /ZEFE2{/F5¢ (Issues and Studies), Vol. 44 No. 6 (Nov/Dec. 2005), p. 2.
20 Kenneth Lieberthal, “Preventing a War Over Taiwan,” Foreign Affairs, Vol. 84, No. 2 (Mar/Apr. 2005),
pp- 53-63.

2 FUARE (Guo, Tain-hain), 247 -~ i/ FH 2 2 (= 141 (Hotline: Construction of Cross-Strait Mili-
tary Trust Mechanisms), Taipei: Showwe Information Co. Ltd. (2013), pp. 129-130.

22 Ibid, pp. 131-135.
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(6) The US factor

US involvement represents another significant characteristic of cross-strait relations.

The US wields political, economic, and military influence over the entire world. In ad-

dition to exerting significant influence over cross-strait relations, the US has often

played a crucial role in major cross-strait events:

A.

After the start of the Korean War, the Seventh Fleet of the US Navy began to patrol
the Taiwan Strait and provide support to Taiwan and stabilize the situation?*.

During the two Taiwan Strait Crises in the 1950s, the US provided a certain degree
of support to Taiwan and facilitated negotiations without directly participating in the
engagement between China and Taiwan.

The US dispatched the Military Assistance Advisory Group (MAAG) to provide
Taiwan with military assistance, and the CIA gathered intelligence at a base in Tai-
wan?4,

The US played a significant role as mediator in the struggle between Taiwan and
China for UN seats.

Secretary of State Henry Alfred Kissinger’s visit to China was followed by the US
breaking off diplomatic relations with Taiwan and establishing official diplomatic
relations with China.

After the US signed the Three Communique with China, they enacted the Taiwan
Relations Act to define their relations with Taiwan.

During the Third Taiwan Strait Crisis, the US dispatched two aircraft carrier fleets to
the Taiwan Strait to stabilize the situation.

The US has been the primary supplier of Taiwan’s defense equipment for a long

time, providing military aid, selling arms, and transferring technology.

The above is not a complete list of all the events that the US has participated in; on-

ly the most significant ones are included here. However, the events in this list show the

importance of the US in cross-strait relations; the US has been a determining factor in

cross-strait developments.

2 Including military supports and economic Aid.
24 For instance, the Black Cat Squadron, a collaboration between Taiwan and CIA between 1962 and1974,
flew the U-2 surveillance plane to perform reconnaissance missions in China.
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In general, the cross-strait policies of the US are considered to have long-term con-
tinuity; the US’s stance on cross-strait relations has been largely consistent since official
diplomatic relations were established with China. They’ve shown little variation even as

ruling parties have changed after presidential elections in the US?.

After cross-strait exchanges began in 1987, the US played various roles in major
events. During the Third Taiwan Strait Crisis from 1995 to 1996, the US intervened
with a show of considerable military force to deter further escalation. When President
Clinton visited China, he enunciated a Three No’s policy regarding Taiwan. When Lee
Tung-hui proposed a special state-to-state relationship in 1999, the US implemented
preventive diplomatic measures on both sides of the strait. This demonstrates that the
US still plays an important role in cross-strait relations even after cross-strait interac-
tions resumed, sometimes as an intimidator, sometimes as a balancer of cross-strait mili-
tary force by providing Taiwan with defensive military equipment, and sometimes as a

mediator settling cross-strait conflicts.

3. Research questions

The history and cross-strait relationship characteristics reviewed above illuminate
the somewhat inexplicable fact that for more than two decades, cross-strait interactions
have been both unstable and stagnant regardless of the cross-strait policies adopted by
the leadership of both sides. Below, we examine the primary dilemmas and formulate

the research questions of this study.

Taiwan: A Troublemaker?

2The Clinton administration (1992 to 2000) and the Bush administration (2001 to 2008) basically adopt-
ed the same cross-strait policies: 1. the “one China” principle, 2. no independence for Taiwan and no use
of force from China, 3. hope that both sides can peacefully resolve issues via dialogue, 4. compliance
with the Three Communique and the Taiwan Relations Act, 5. requirement that any cross-strait agree-
ments have the assent of the people of Taiwan, with the US willing to cultivate and promote cross-strait
communication and play a bridging role. The US suggests that both sides establish mutual trust regarding
military issues and establish CBMs and that Taiwan should have basic defensive capabilities and be able
to preserve alone for some time. Any progress between China and Taiwan should be evolutionary. This
comes from the same source as Footnote 18, p. 2.
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Not long after the presidential election, President elect Ma Ying-jeou expressed the
following in an interview with Reuters on April 2 2008: that he hoped to transform Tai-
wan from "troublemaker" to "peacemaker" internationally, outlining a series of policy
steps to stimulate trade and investment with political rival China?®. This statement
demonstrates Ma’s dissatisfaction with regard to cross-strait relations and demonstrates

that Taiwan is often the initiator of cross-strait relation issues.

This was also not the first time that the word troublemaker was used to refer to
Taiwan or its head of state. Upon Lee Tung-hui’s statement regarding special state-to-
state relations, China dubbed him as a troublemaker?’, and later, the termination of the
Guidelines for National Unification and the National Unification Council during Chen

Shui-bian’s presidency also earned Taiwan the title of troublemaker?®.

But is Taiwan really a troublemaker? Taiwan has generally served as the initiator in
cross-strait relations. However, cross-strait interactions did not officially begin until the
late 1980s; before this, Taiwan held to the idea of creating a unified China while refus-
ing any contact with China. This requires a further look into the context behind the his-

tory already reviewed in this study.

3-1. Initial research question: “Domestic and structurally-oriented”

Cross-Strait Politics?

Taiwan’s characteristic role as initiator began in the mid to late 1980s, when official
cross-strait interactions began, and has persisted until the present. It’s worth noting that

during this period, both Taiwan and China faced similar situations:

A. Extreme domestic changes: As the economy rapidly developed in Taiwan, anti-KMT
protests and democratization movements began to gather strength. China faced simi-

lar situations in the post Cultural Revolution era; Deng Xiaoping beat the Gang of

26 “Taiwan's Ma aims to be peacemaker, not troublemaker,” Reuters (May 26, 2017),
http://www.reuters.com/article/2008/04/02/us-taiwan-ma-idUSPEK 6756720080402

27 “China slams Taiwan's UK visit,” BBC News (May 26, 2017), http://news.bbc.co.uk/2/hi/asia-
pacific/808039.stm

28 “Taiwan scraps unification council,” BBC News (May 26, 2017), http://news.bbc.co.uk/2/hi/asia-
pacific/4753974.stm
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Four to party leadership, and his Chinese economic reform changed the society and

economy of China.

B. Changes in cross-strait policies: While both sides were still seeking Chinese unifica-
tion, they had shifted to a goal of achieving it by peaceful means, and the armed
confrontation period that had persisted through the 1970s was now at an official

end.

The structure of the international community was also undergoing transition. The
political upheaval in Eastern Europe in 1989 brought an almost complete collapse of the
Communist world, and the US-USSR bipolar system that existed during the Cold War
transitioned to a system with the US as the only superpower and multiple potential su-
perpowers following the dissolution of the USSR. Prior to changes in the relationship
between Taiwan and China, the US had already begun to persuade China to become a
partner in its struggle against the USSR. Thus, both China and Taiwan were facing pro-
found changes domestically and internationally during this time period. Are these fac-

tors what led to the cross-strait relations that we see today?

(1) Cross-strait relations and the internal politics of Taiwan

The changes in Taiwan’s unification/independence ideology has long been the focus
of research on cross-strait relations. As cross-strait relations began to thaw and cross-
strait interactions resumed in the latter half of the 1980s, Taiwan’s democratization was
at a major turning point. Taiwan’s political elections took on a heightened importance.

Did elections or internal political interests influence the cross-strait policies of Taiwan?

When Chiang Ching-kuo passed away, Taiwanese-born Lee Tung-hui succeeded the
presidency. At that time, the senior members of the KMT were mostly mainland-born,
putting Lee at a disadvantage. As Lee consolidated his power, Taiwan’s cross-strait pol-
icies were noticeably more amicable towards China. This created the aforementioned
honeymoon period in which time many policies and measures improved cross-strait re-

lations.

During the honeymoon period, Taiwan continued to make progress towards democ-
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ratization and the KMT still held political and economic control over Taiwan. Though
previous research indicates that internal political interests may have exerted significant
influence on Taiwan’s diplomatic policies, domestic politics during this period may
have had nothing to do with the aforementioned changes in unification/independence
ideology but were instead focused on political struggles within the KMT. However, the
democratization of Taiwan was in full swing and saw dramatic changes during the peri-
od from the late 1980s to the early 1990s: Martial Law and bans on press freedom and
the formation of new political parties were lifted, the National Assembly and the Legis-
lative Yuan were re-elected in the early 1990s, and the first direct presidential election
was held in 1996. The rapid democratization of Taiwan caused internal political inter-
ests to exert a degree of influence on the cross-strait policies of Taiwan. The focus shift-

ed from struggles within the party to public opinion and elections.

(2) Cross-strait relations and the internal politics of China

As for the other party in cross-strait relations, China experienced a number of large-
scale political movements after the CPC gained control over China in 1949, such as the
Cultural Revolution and constant changes in supreme leaders. Finally, the one-party dic-
tatorship prevailed and persists to this day, with power concentrated in the hands of a
small number of political elites. The circumstances were similar to those of the KMT on
the other side of the Taiwan Strait before democratization took place. With no opposing
parties to go against the Communists in power, the people could not participate in poli-
tics directly. Thus, the internal politics of China only had influence on China's cross-
strait policies when it came to the interests of the political elite. This influence originat-
ed from political struggles within the CPC. Were any other internal factors at work oth-

er than internal political struggles?

Between the 1978 and 2015, China has experienced four generations of leadership:
Deng Xiaoping, Jiang Zemin, Hu Jintao, and Xi Jinping. China’s cross-strait policies
have remained stable and continuous despite changes in leadership. The political goal of
each generation of leaders and the political elite has always been the same: national uni-

fication.
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Officials in charge of cross-strait affairs in Taiwan? have shown that they agree
with this analysis. China’s cross-strait policies toward Taiwan have not changed signifi-
cantly, and their "one China" policy, opposition to Taiwan independence, and the ulti-
mate goal of Chinese unification will likely not change. Relevant interviewees stated
that whether or not internal struggles are taking place among political factions in China,
they are still united and very firm®® regarding their policies toward Taiwan. However,
the author did note from the interviews with these officials that the “firmness” of Chi-
na’s policies toward Taiwan may vary with time®!. Thus, we can infer that internal polit-
ical interests still affect China’s cross-strait policies; just in a way that is very different
from that in Taiwan. Moreover, China’s internal political interests impact cross-strait

policies much less than those of Taiwan.

(3) Cross-strait relations and the internal politics of the US

Though the US maintains a more passive role, it can still be considered the third im-
portant party in cross-strait relations. Do the internal politics of the US impact cross-
strait relations? Being that the US is an established democracy, its most important inter-
nal counterweight naturally lies in Congress. The earlier review indicated that the US
generally adopts long-term and continuous policies with regard to cross-strait relations.
Abrupt and major changes are rare. However, the earlier history review also shows that
the US Congress has some degree of influence on cross-strait relations. The most nota-
ble examples include the Taiwan Relations Act passed by the US Congress soon after
the US broke off diplomatic relations with Taiwan in 1979 and the many Taiwan-
friendly resolutions during the Third Taiwan Strait Crisis in 1995 and 1996. Taiwan has
also allocated substantial resources to lobbying the US Congress. Taiwan therefore has a

certain degree of influence there.

2 In 2013, the author interviewed several former Ministers of the MAC, including Huang Kun-huei,
Chang King-yuh, Su Chi, Joseph Wu, and Chen Ming-tong (in order of time in office).

30 In the author’s interview with Su Chi in 2013, Su Chi described China’s stance on cross-strait relations
as monolithic: unshakable and impossible to change.

31 Sourced from the author’s interview in 2013 with Joseph Wu, the second Minister of the MAC during
the DPP presidency from 2004 to 2007. During the interview, former Minister Joseph expressed doubt
that any of the internal struggles in China would change the core of its Taiwan policies; at most, they
would become “less hawkish” rather than “hawkish”.
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Elections are indeed of considerable importance to the internal politics of the US
and thus seem to have some impact on cross-strait relations. One obvious example is the
arms sales project of 1992 in which President George H. W. Bush approved the sales of
150 F-16 A/B Block 20 fighters to Taiwan. Taiwan had been fighting for the F-16s for a
long time, but the petition had been declined. The Bush administration decision to ap-
prove the F-16 for Taiwan reflected a comprehensive consideration including electoral
politics®2. Other than the presidential election, the routine re-elections of Congress two
years after presidential elections, which is referred to as the midterm elections. This ma-
jor election event can be considered the US president and administration’s midterm re-
port card regarding the first half of their term. If internal US political interests are in-
deed a significant factor influencing cross-strait relations, then the midterm elections are

also events of profound influence for cross-strait relations.

But do the internal factors of the US really have such a great impact on its stance on
cross-strait relations? Have the cross-strait policies of the US ever changed radically?
Although the US Congress facilitated the Taiwan Relations Act, the resolutions that
were passed during and after the Taiwan Strait Crises were non-binding resolutions. The
Taiwan Relations Act regulates the interactions between Taiwan and the US within the
ambit of US domestic laws; although the Act protects Taiwan’s rights, it did not change
the overall cross-strait policies of the US at the time. Although the arms sales of high-
performance fighter jets to Taiwan was the result of an election, the sales are in line
with the US’s existing policy of providing Taiwan with appropriate defensive weaponry.
When Taiwan purchased the F-16s from America, the balance of power across the Tai-
wan Strait was already tilted**. The midterm elections are a crucial election event for the
US, and past midterm records revealed that Bush’s Republican party was at a disad-

vantage, with few exceptions**. These circumstances indicate that internal political in-

32 Richard C. Bush, At Cross Purposes: U.S.-Taiwan Relations Since 1942, (London & New York:
Routledge, 2004), p.224.

33 China began using high-performance weaponry from the USSR/Russia in the early 1990s. The Su-27
fighter jets that China began purchasing in 1991 were vastly superior to the old F-104 and F-5E fighters
being used by the ROC Air Force, creating a significant imbalance in air force technology over the Tai-
wan Strait. Taiwan was therefore in urgent need of advanced high-performance fighters and announced
that the Bush Administration’s decision to sell F-16A/B Block 20 fighters did not go against the US prin-
ciples regarding arms sales to Taiwan nor the Taiwan Relations Act.

34 Records show that among the 21 midterm elections in the US from 1934 to 2014, the president’s party
gained seats in both the House and the Senate only twice, in 1934 and 2002. They gained seats in either
the House or in the Senate in 1962, 1970, 1982, and 1998. In 1970 and 1982, 2 and 1 Senate seats were
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terests may indeed affect US policy on cross-strait relations but not to a great extent; the

core of US cross-strait policy remained the same.

3-2. Research Questions:

Based on the above review of the development of cross-strait relations, the author

formulated the following research questions:

Cross-strait relations have remained unstable for a long period of time. What im-
pedes progress to political relations across the Taiwan Strait? Why is there no progress
towards unification or independence? Later in his presidency, Lee Tung-hui attempted
to expand Taiwan’s diplomatic space using pragmatic diplomacy and made statements
such as that regarding special state-to-state relations in an attempt to strengthen dis-
course concerning Taiwan’s sovereignty. Later, Chen Shui-bian proposed one country
on each side and promoted Taiwan’s participation in the UN. These actions all created
tension in cross-strait relations. Both presidents were considered to have pro-
independence ideologies, but nothing ever actually came of them. China’s proactive ac-
tions include passing the Anti-Secession Law, which demonstrated a more rigid stance
on the unification/independence issue. Strictly speaking, however, this did not signifi-
cantly change the positions of either side but merely served as an obstacle preventing

progress towards Taiwan independence.

In other words, all actions taken to achieve unification or independence remained in
the preliminary stages, and no substantial progress was made. What followed were more
proposals and attempts to continue interactions in low politics. The spillover effect that
marked functionalism and neo-functionalism in the integration of Europe did not mate-
rialize in the cross-strait relationship. If we look at later developments, such as the pro-
tests in Taiwan that followed cross-strait interactions during Ma Ying-jeou’s presidency,
and the large social movements created during Ma’s second term, we could say that a
“reverse-spillover effect” appeared instead. Our earlier observations indicate that inter-

nal political interests and the US factor have a crucial impact on the development of po-

gained respectively, but 12 and 26 House seats were lost. These numbers show that the president’s party
is often at an extreme disadvantage in midterm elections, and there are few exceptions.
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litical relations across the strait. So are structural factors the main reason that political

relations across the strait are at a standstill?

By delving deeper into the research questions the author formulated several sec-

ondary questions:

(1) What influences the primary parties (namely Taiwan and China) within cross-strait

relations?

The list of major political events in cross-strait relations revealed that Taiwan is
generally the initiator. Furthermore, Taiwan’s internal factors have greater impact on its
cross-strait policies than China’s internal factors. If internal factors are responsible for
Taiwan’s frequent role as the initiator in cross-strait events, then which of Taiwan’s in-
ternal parties and factors have induced changes in cross-strait relations during different

time periods?

(2) How do Taiwan’s internal parties and factors affect cross-strait relations? Does the

degree of their influence vary over time?

(3) China’s internal factors have a far smaller impact on cross-strait policies than those
in Taiwan do, but do China’s internal factors still play an important role in cross-
strait relations?

(4) What role does the US play in the overall structure of cross-strait relations?

By answering these secondary questions, the author will be able to construct a

clearer picture of the structure of the cross-strait triangle relationship.

The next chapter contains a review of the relevant literature and a description of the

approach used to analyze and answer the research questions.
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4. Chapter organization

Following the introduction, the Chapter 1 is the Framework of this research. In
Chapter 1 we introduce the literature review, hypothesis, and theoretical framework
which includes approaches, research limitation, research area, definition, analysis model

and methodology.

In Chapters 2 to 4, this research discusses cases from three major periods in cross-
strait relations. These periods are defined by the terms served by Taiwanese presidents:
the 12-year Lee Teng-hui period (1988-2000), the 8-year Chen Shui-bian period (2000-
2008) and the 4 years of the first term of Ma Ying-jeou (2008-2012).

The second chapter is a case study of the Lee Teng-hui period. The duration of this
period is much longer than the subsequent two, and includes a major turning point in
cross-strait relations in the mid-1990s. This period is therefore further divided into two
sections to which differing game models are applied. Both Taiwan and China experi-
enced significant changes throughout this time. China experienced a transition of pow-
er: the Tiananmen incident led to considerable shifts within the CPC in the late Deng
Xiaoping period, resulting in an overall change in direction of the ruling regime. Subse-
quently, China entered the Jiang Zemin era. Taking the above into account, the structure
of the third chapter is as follows:

(1) Description of the overall political environment and structure of the early Lee period
and classification of the main game.

(2) Presentation of the assumptions and propositions of the main game.

(3) Definition of the sub games in this period and analysis of the assumptions and prop-
ositions.

(4) Analysis of the late Lee Teng-hui period using the tools presented in (1) to (3).

(5) Comparison of the two sub-periods from the perspective of the most important

changes in domestic variables: Taiwanese democratization and localization.

Chapters 3 and 4 present case studies of the Chen Shui-bian and the Ma Ying-jeou
periods, respectively. Although the Chen period did not include any cross-strait diplo-
matic crises, the Chen administration made significant changes in their position, and it
was during this period that China passed the anti-secession law. China also experienced
a transition of power: in 2003, Hu Jintao took over as the Chinese president, but there
was a short-term period of power-transition because Jiang did not simultaneously trans-
fer both military and political power to Hu. At the end of 2013, Hu transferred both mil-

itary and political powers to his successor Xi Jinping, creating yet another period of
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power-transition. The structure of Chapters 3 and 4 are similar to that of Chapter 2.

The section after Chapter 4 concludes this research. In this section we integrate
analysis of all three periods, leading to an in-depth discussion of the structure of the
cross-strait two-level triangular games over the last two decades. The research questions

are answered in the process.
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Chapter 1: Research Framework

In the last section, we raised research questions regarding the circumstances influ-
encing cross-strait relations. In this chapter, we provide a brief literature review fol-
lowed by the framework for this research. This includes methods, approaches and hy-

potheses.
1-1. Literature Review

In Introduction, we discussed the development of cross-strait relations between
Taiwan and China, and established that both Taiwan and China likely alter their cross-
strait policy when confronted with pressing domestic needs. This section presents an in-
depth review of the literature related to cross-strait relations since the end of World War
Two, a period which has seen vast shifts in the political and economic power of the

United States, China and Taiwan.
(1) Linkage between domestic and foreign affairs

Taiwan’s domestic politics exert a significant influence on cross-strait relations.
This section therefore focuses on the relationship between domestic affairs and diplo-
macy, a topic that has attracted the attention of scholars focused on international rela-
tions. After World War Two, scholars began to develop frameworks and theories for
understanding international relations. An obvious example of this is neorealism (a.k.a.
structural realism). Neorealism represents one of the most prominent schools of thought

in the field of international relations.

Multilevel analysis of the relationship between domestic and foreign policy is a vi-
tal component of structural realism. Neorealists have begun to question this relationship.
During the early period of the Cold War, Kenneth Waltz (1959) had already started to
integrate traditional realism with different perspectives such as behavioral science.
Waltz linked domestic political issues and international relations, and discussed interna-
tional politics through various levels of analysis. These include individual behavior,
domestic politics and international structures. In addition to the traditional perspective
that realists have adopted regarding the power of states, Waltz’s conception of neoreal-
ism regards the structure as one of the most important factors restricting the actions of

states!.

! Kenneth Waltz discusses three different levels of analysis in his “Man, the State and War” (1959): (1)
individuals, (2) states, and (3) the international system.
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In his work “Second Image Reversed: The International Sources of Domestic Poli-
tics” Peter Gourevitch (1978) investigated the effects of the international system on
domestic politics. The international system could be considered an important domestic
political variable. Domestic political structures exert influence on the international sys-
tem and domestic politics also affect the country's political structure. In other words, the
interaction effects between the international system and domestic structure are bidirec-
tional. An analysis of national policies must consider the external environment, domes-
tic issues and the impact of the international situation as a whole. There is a long history
of research on the interactions between internal affairs and diplomacy, as well as on the

decision-making of countries and the way existing structures limit their choices.

Both domestic and diplomatic affairs likely influence cross-strait relations; there-
fore American scholar Robert Putnam’s concept of “two-level game theory” (1988) is
helpful within the context of this paper. Game theory is often used to analyze competi-
tions and interactions between countries; it’s also been used by scholars to analyze
cross-strait interactions. Game theory was introduced by von Neumann and Morgen-
stern in 1944 and was soon used by researchers in a variety of fields, for example eco-
nomics and politics. The cross-strait political relationship is a classic example of a zero-
sum game, while the process of cross-strait interactions could be considered a continu-
ous game. Putnam proposed the two-level game concept to explain domestic-
international interactions and the outcomes of the 1978 Bonn Summit. In Putnam’s
model, a tentative agreement reached by level-I (international level) players needs the
ratification from level-II (intra-national/domestic level) players. Putnam’s model closely
links domestic and diplomatic affairs, and both the internal support of level-I actors and
the needs of level-II actors can influence the outcome of international negotiations. The
second concept in this model is the win-set: when outcomes are accepted by the domes-
tic majority, agreement is possible when win-sets overlap. Win-sets play crucial roles in
international negotiations. The bigger the win-sets are, the higher the possibility that an
agreement will be reached; the size of win-sets also affects the earnings of negotiators.
In the Bonn Summit, all the level I players already knew that their opponents faced
strong domestic pressure; therefore the level-I negotiators did not apply too much pres-
sure on their opponents, and the outcomes of this summit were much better than ex-

pected.?

Putnam’s research shows that there are three key factors that influence the size of

2 Robert Putnam, “Diplomacy and Domestic Politics: The Logic of Two-Level Games,” International
Organization, Vol.42, No. 3. (Summer, 1988), pp. 427-460.
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win-sets: 1. level-II players’ distribution of power, preferences and coalitions of politi-
cal parties; 2. the institutions of level-II players and 3. the strategies of level-I players.
In addition, Putnam found that differences of opinions within the countries might be-

come an advantage in level-I negotiations, and vice versa.’

After Putnam proposed his original conception of two-level games, several further
notions of two-level games have developed. Through the discussion of U.S.-Soviet ne-
gotiations on intermediate-range nuclear forces (INF), Knopf (1993) proposed a frame-
work that adopted three forms of domestic-international interactions. This allows for a
third level comprising a third-party state level actor. Putnam’s original conception failed
to give adequate attention to the differences among three forms of domestic-

international interaction: trans-governmental, transnational and cross-level.

Researchers continued to develop Putnam’s idea of two-level games. In Moravc-
sik’s (1993) research, the statesmen (level I players, the “chief negotiator” or “chief of
government,” COG) seek to manipulate domestic and international politics simultane-
ously. The diplomatic strategy is constrained both by other states and domestic constit-
uencies; Moravcsik calls the domestic win-set “domestic constraints,” while the win-
sets of level I are considered “international constraints.” Domestic politics and interna-
tional bargaining influence each other as the statesman strives to reach his goals.
Through eleven case studies Moravcsik proposed several further hypotheses and discus-
sions, expanding the definitions put forth by Putnam’s model: the manipulation of do-
mestic constraints; domestic politics and international bargaining; preferences of state-
men; strategies employed by domestic groups. Moravcsik also explored details of the
theoretical implications of Putnam’s work, including the autonomy that an individual
statesman can gain using the role of gatekeeper; the role of domestic support in issuing
credible threats; the role of asymmetrical information about domestic politics in interna-
tional negotiations; and the importance of the distinctions among statesman-as-hawk,
statesman-as-dove, and statesman-as-agent. With the spread of democratic regimes,

domestic politics exert increasing influence on foreign policy.*

Milner and Rosendorff (1997) further examined the two-level game model among
four sets of players: the political executive of the home country, a foreign executive, the

home country’s legislature and the interest groups within the home country. In the anal-

3 Ibid., p. 442.

4 Moravcsik, “Introduction: Integrating International and Domestic Theories of International Bargaining,”
In Peter B. Evans, Harold K. Jacobson and Robert D. Putnam ed., Double-Edged Diplomacy: International
Bargaining and Domestic Politics, Berkeley, Los Angeles and London: University of California Press
(1993), pp.33-34.
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ysis Milner and Rosendorff found that “international agreement is less likely when do-
mestic politics are involved,” and “domestic power sharing changes the terms of an
agreement,” suggesting that the influence of the legislature over negotiation weakens
when the status quo moves further from the preferences of the legislature. Milner and
Rosendorff also found negative consequences for international cooperation when a gov-
ernment was divided, which is a common condition for multiparty systems. Moreover,
asymmetric information and endorsements have far-reaching effects on international
agreements. The endorsement of an interest group could make agreements more likely,
particularly when the endorser provides information and influences legislature. Under
these conditions, the foreign executive and the executive from the home country are
more likely to propose agreements closer to the legislature’s ideal. These are more like-
ly to be accepted as the preferences of legislative bodies are often influenced by infor-

mation from interest groups.

The brief review of cross-strait relations provided in Introduction reveals that
cross-strait relations changed rapidly in the post-cold war period, bringing periods of
struggle and cooperation. The development of cross-strait relations over nearly three
decades could be considered a continuous game, and Taiwanese domestic politics exert
obvious influence on cross-strait policy. Therefore, this research will take an approach
based on Putnam’s conception of the two-level game.

(2) Domestic political factors and the development of cross-strait rela-
tions

In recent years analysts have taken domestic political factors into consideration
when discussing specific cross-strait events. Yu-Shan Wu (1999) discusses the connec-
tion between Taiwanese domestic factors and cross-strait relations. Wu describes
changes in Taiwan’s domestic politics and analyzes the influences of elections on Tai-
wan’s three main political parties, namely the KMT, the DPP and the New Party (NP).
The standard distribution of public preferences affects the identities and interests of po-
litical parties as well as their vote-maximizing strategies. These also influence their pol-

icies with regard to China.

Wu (2000) further analyzed vote-maximizing strategies and changes in the US-
Taiwan-China relationship due to the effects of Taiwan’s presidential election on cross-
strait relations. Wu points out that similar phenomena occurred within the United States
and China; that is, domestic politics influenced foreign policy, or, more precisely, cross-

strait policy. In China, Wu found that the national leader could only take a relatively
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flexible attitude with regard to Taiwan when he held political control. Due to the effects
of domestic politics on the cross-strait policies of all three actors, the US-Taiwan-China
relationship keeps “re-balancing.” Therefore, the impact of the pro-independence DPP’s
victory in the presidential election of 2000 on the cross-strait relations was limited due

to the other two actors (the US and China) will re-balance the triangle relationship.

Wu (2005) also discusses the connection between Taiwan’s domestic political
changes and cross-strait relations. His study was conducted after the first term of the
Chen Shui-bian administration. At this time the DPP had once again won the presiden-
tial election and continued in its position of power; this led to changes in Chen’s cross-
strait policies and in the strategies of Taiwanese political parties. Wu discusses the
changes that took place from the late 1980s to the 2003-04 presidential election, em-
ploying three key factors: democratization, nativization and cross-strait engagement and
points out that these three factors caused political changes and therefore influenced
cross-strait relations. In this paper, we reveal a close link between the vote-maximizing
position changes that Taiwanese political parties engage in and their cross-strait poli-
cies. In the 1999-2000 presidential race, all the parties recognized that votes were con-
centrated in the middle, whereas the 03-04 campaigns competed with plans to institute
referendums and rewrite the constitution. The Chen administration, for example,
changed its cross-strait policy from “four noes and one without” (UK —47) to “one
country on each side” for domestic political purposes. In addition, the Taiwan Solidarity
Union (TSU) benefited from its pro-independence appeals in 2003, which caused the
ruling party to put its focus further on pro-independence issues and identity issues. Sim-
ilar phenomena also occurred in the United States and China, highlighting the impact of
domestic politics on the US-China-Taiwan triangle. For example, the presidential elec-
tions have prompted American politicians to debate their positions regarding China;
during non-election times, however, the US President usually takes a realistic approach

by seeking cooperation with the PRC.

Yu and Chen (2011) used Graham Allison’s “bounded rationality” and “organiza-
tional process” to analyze the changes in China’s Taiwan policies from 2002 to 2010.
They suggest that Taiwan’s 2009 participation in the World Health Assembly as “Chi-
nese Taipei” represented a substantial shift in China’s policies with regard to Taiwan.
Previously, China had aggressively promoted “One China” through verbal intimidation
and saber rattling. Yu and Chen outline the change in discourse through analysis of po-

litical statements from 1979 to 2008, uncovering four categories of policy’; China’s

5 Discourse 1: Only one China in the world and Taiwan is a part of China, and The People’s Republic of
China is the only legal regime of China in “Message to the Compatriots in Taiwan” (1/1/1979), in “Con-
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main policy focus after 1978 is economic development rather than the unification of
China. The United States’ position and opposition from the Taiwanese public made rap-
id unification difficult and made it more likely to cause a decline in economic growth.
Thus, the Hu Jing-Tao administration proliferated slogans such as “peaceful develop-
ment” or “a harmonious world.” In addition, the proposal of the anti-secession law
showed that China had shifted from promoting unification to an anti-independence
stance in order to avoid conflict between national unification and economic develop-
ment. Organizations involved in cross-strait relations such as the United Front, Taiwan
Affairs Office, Association for Relations Across the Taiwan Straits (ARATS) and vari-
ous diplomats held differing views of the “One China” policy depending on their own
considerations®, revealing the gap between the organizations and the official position of
China. It seems likely that cross-strait relations warmed up when the Ma administration
came into power because although the Chinese government maintained a relatively
tough stance on the definition of “One China,” there was some give in this position due
to diplomatic and economic pressure. The considerations of national leaders are simpler.
For example, the director of the Taiwan Affairs Office proposed the slogan “Progress in
stabilization means putting the economy first and politics second” (&K #E ~ J-4%1%
). This slogan contributes to the national objective of reunification in the long term

while acceding to pressure from the Chinese government.

stitution of the People’s republic of China” (adopted on 12/4/1982), in a white paper entitled "The Taiwan
Question and Reunification of China” (8/1993) and in “The One-China Principle and the Taiwan Issue”
(2/21/2000).

Discourse 2: Only one China in the world. Both the mainland and Taiwan belong to one China. China's
sovereignty and territorial integrity brook no division in an interview with former Chinese foreign minis-
ter Qian Qichen (9/11/2000), in “Political Report at 16th National Congress of the Communist Party of
China” (11/9/2002) and in “Anti-secession Law” (3/15/2005).

Discourse 3: Although the peoples across the strait are not yet reunified, the truth that both the main-
land and Taiwan belong to one China has never changed in the speech of Hu Jing-Tao in Chinese Peo-
ple's Political Consultative Conference (3/4/2005) and in “Political Report at 17th National Congress of
the Communist Party of China” (10/15/2007).

Discourse 4: Since 1949 Taiwan and the mainland have not been unified; this is not a separation of
Chinese territory and sovereignty, but [...] evidence of the political confrontation engendered by the Chi-
nese Civil war. Reunification across the strait is not a rebuilding of sovereignty and territory but an end-
ing of political confrontation” in “forum of 30th anniversary Message to the Compatriots in Taiwan”
(12/31/2008).
¢ Yu and Chen found that the United Front is pro “One China” but in this policy has encountered conflict
from the diplomatic system and the Taiwan Affairs Office. If the Taiwan Affairs Office eased its opposi-
tion to the “One China” policy, it would reduce its policy execution costs, but compromising too much
might endanger Taiwan’s possibility of independence. Therefore the discourse of “One China” policy of
the Taiwan affairs office is still mainly Discourse 1 or Discourse 2, ideas which are already in the consti-
tution of the PRC or have been identified by legislative process when dealing with sensitive issues; the
main considerations of a diplomatic system are “reversible or not” and “sphere of influence,” thus the
much tougher discourse 1 is used in the non-reversible “international field;” discourse 2 is used when the
field has a smaller sphere of influence and the former discourse can be rebutted.
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Hsu (2009) also reflects on the cross-strait triangle from the perspective of rational
actors. Since the national interests that Taiwan and China offer to the United States are
not equal’, Hsu proposes that the US military intervention during the Taiwan crisis in
1995-96 was a non-rational “balancing” policy. Allison’s rationality model does not sat-
isfactorily explain the United State’s wandering position between strategic ambiguity
and strategic clarity. Hsu thus introduces Taliaferro’s (2004) balance of risk theory to
analyze the triangle relationship between Taiwan, China and the US: the United States
plays the role of “stabilizer” or “guarantor” in areas which it deems important in terms
of potential threats from hostile regional powers. But when the United States has ac-
complished this strategic goal, it shifts policy to repair the US-China relationship. Thus,
even though the Clinton administration passed a non-binding resolution to support Tai-
wan, it avoided intervening through the Taiwan-Relations Act. Since that crisis, China’s
economic, military and international power has grown exponentially. Therefore if the
United States faces similar situations in the future, the considerations of the decision-
makers will have drastically changed: the imperative of Asian-Pacific security has de-

clined while interdependence between the United States and China has increased.

As abundantly evidenced by the literature, domestic and diplomatic affairs influ-
ence cross-strait relations. Therefore an in-depth analysis of international and domestic
factors would help build understanding of this relationship. The following section re-

views applications of Putnam’s two-level game model to cross-strait diplomacy.

(3) Interactions among domestic and international factors: two-level
games applied to cross-strait relations

As mentioned above, Robert Putnam analyzed the 1978 Bonn Summit using his
two-level game theory. In recent years, several scholars have applied the same model to
cross-strait relations. Although it is a relatively new concept, Putnam’s ideas have pro-
vided useful insights within this context. Above, we reviewed refined versions of Put-
nam’s original two-level game conception. Researchers have also suggested several
modifications to the model so it can be applied specifically to the cross-strait political

environment. Relevant applications and modifications are discussed in this section.

Wu and Shih (1997) analyzed possible contexts for cross-strait negotiations. They

found that it was important for level II players to recognize the relative positions of all

7 After the economic reform that began in 1978, China has become a great power in both economic and
military fields; China now has more influence on US national interests than Taiwan.
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the players. When both level I players enter a compromise, they can play a joint leader-
ship role. When the level I actor on one side takes a different position from its level II
players, it’s difficult to reach a compromise, but when a compromise is reached, it tends
to be particularly advantageous to the level I actor. When a level II player takes a par-
ticularly radical position, although the result might still benefit all four players, it’s rare

that they’ll reach a compromise.

Chang (2002) analyzed cross-strait political negotiation in different periods. Due in
a large part to the sovereignty issue, political negotiations between China and Taiwan
continue to be zero-sum, Both sides insist on different interpretations of political identi-
ty and hold disparate ideals for the resolution of cross-strait relations. Chang found that
Taiwan’s bargaining power and strategies are highly influenced by the divided “win-
sets” of the Taiwanese political parties and Taiwan’s increasing dependence on China.
Taiwan’s dependence on China makes it difficult to refuse negotiations with Beijing,
and Beijing believes that time is on its side. The DPP’s Chen Shui-bian administration
constantly re-estimated the costs of countering China in negotiation. Drawn-out negotia-
tion processes deplete political energy, use resources, and interfere with a government’s
ability to focus on other important foreign and domestic issues. Chang suggests that
both Taiwan and China should re-think previous strategies, avoiding direct confronta-

tion.

Chan (2006) discussed the triangular relationship between China, Taiwan and the
United States in the year 2005. In his paper, Chan suggests that interactions between the
three actors in 2005 indicate the shortcomings of the prevailing perception for Taiwan.
Cross-strait relations have become a zero-sum game. This state of affairs has emerged
from the view that these actors form a single entity, overlooking the dynamics of the
two-level games played by all three sides. After reviewing the events of 2005, including
the debates regarding the weapons procurement bill and China’s promulgation of the
anti-secession law, Chan characterizes the bilateral complexities within the China-
Taiwan relations as “a vibrant and dense network of unofficial or semi-official ties and
interests,” while Taiwan-US relations are more complicated than that of a “a protégé
and its patron.” In addition, Taiwan’s 2005 domestic politics reveal intense competition

among the political parties.

Kuan’s (2007) doctoral thesis is a time-series study that discusses cross-strait rela-
tions from 1987 to 2004. Kuan analyzed the Taiwan-China relationship and the US fac-
tor in cross-strait relations through the following four key factors: “the democratic tran-

99 <6

sition in Taiwan,” “Taiwan’s electoral politics,” “cross-strait economic exchanges” and

36



“US policy with regard to Taiwan.” Kuan emphasizes the importance of domestic fac-
tors in cross-strait issues. He makes four significant observations: (1) President Lee
Teng-hui acted rationally in his prioritization of Taiwan’s democratization and adoption
of a peaceful policy toward China. (2) Since the mid-1990s, along with localization and
the increasing importance of elections (due to the process of democratization), Taiwan-
ese politicians have tended to take an aggressive policy toward China in order to win
votes. (3) The preference of Taiwanese businesses for stability across the Taiwan Strait
is overrode by politicians; i.e., economic interdependence does not reduce the hostility
between Taiwan and China. (4) Pressure from the United States does not exert a con-
sistent influence on policy in Taiwan: during Taiwan’s elections, action by the United
States did not deter Taiwanese politicians from provoking China but after the elections
the United States induced Taiwan to introduce a cooperative policy toward China in or-

der to repair its relationship with the United States.

Kuan (2008) also applies the two-level game model to his analysis. The period of
Taiwan’s democratic transition from the late 80s to the mid-90s is considered a time of
relatively “friendly” cross-strait policy, with President Lee maintaining the stance of
Chiang Ching-Kuo. Kuan theorizes that as a native-born Taiwanese, President Lee was
isolated in the KMT power structure, which was still dominated by the mainland elite.
Moreover, most Taiwanese people at the time still had a strong Chinese consciousness,
which also deterred President Lee from confronting the mainland elite. Thus, domestic
political reform (democratization) became his top priority and cross-strait policies were
carried over from the old administration. After 1994, political reform was complete and
presidential elections established. Lee Teng-hui then consolidated his political power
and turned his focus to strengthening the international position of Taiwan. This ended
the “honeymoon period” of cross-strait relations and culminated in the 95/96 Taiwan-

strait crisis.

Wu and Shih’s 2010 research first describes both changing and unchanged condi-
tions in China, Taiwan and the U.S. regarding cross-strait relations, then compares two
models of two-level games: one proposed by Wu and Shih (1997) and another by Lin
(2000). These were discussed above. Based on these two approaches, Wu and Shih fur-
ther discussed a model of “multi-issue” two-level games, without discussing the role of
the United States. Wu and Shih found that when cross-strait relations move from no
contact to negotiation, they tend to make a compromise at the beginning, but domestic
political competition then tends to bring in a radical national leader. At that point, cross-
strait relations tend to enter a stage of conflict. Taiwan might elect a radical national

leader in the next election, which could lead China to take relatively moderate position,
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corroborating Lin’s (2000) analysis.

Hsu Szu-Chien (2011) analyzes the signing of the CECA/ECFA (The cross-strait
Economic Cooperation Framework Agreement, previously called CECA)? from the per-
spective of Putnam’s two-level game model and argues that its explanatory power is
limited in the following regard: even when the KMT still held an overwhelming majori-
ty in the Legislative Yuan, Beijing expressed willingness to talk about CECA/ECFA
and agreed to accept Ma's change of the title from CECA to ECFA. However, Ma ac-
cepted Beijing's mandate to participate in the WHA under the title of "Chinese Taipei"
and under the annual consent of Beijing. Hsu discusses the game from both political and
economic perspectives. He purports that in addition to the two levels of actors, the pow-
er of public opinion to move the new government from level I to level II should also be
considered a player in the game. He further believes that information asymmetry allows
the foreign negotiator access to the domestic politics of the opponent and also allows
the domestic opposition to understand the true intention of its negotiator. In addition,
when a democratic country negotiates with a non-democratic country, the higher trans-
parency of the democratic country might become an advantage of the latter, and when
two dimensions are negotiated simultaneously, the gains of one might be the losses of
the other. Indeed, the more pragmatic the strategy promoted by the DPP on an economic
issue, the weaker the checking power of the opposition or the public in the democratic
process, the longer the negotiation process, and the more political dominance the KMT
gains domestically, the more likely it is that the KMT will be forced to pay a higher po-
litical price in exchange for Beijing's continuing cooperation in economic negotiations
such as the ECFA.

Clark and Tan (2011) developed a two-level game model of the past two decades
of cross-strait relations. They found the following four aspects of cross-strait relations to
be paradoxical: 1. China’s aggressiveness appears counterproductive; if China becomes
more aggressive, the ability to pursue unification will be undermined. 2. There is polari-
zation despite seemingly mitigating factors that lessen the political struggles between
the blue and green (KMT and DPP) camps, but Taiwanese public opinion and main po-
litical parties (DPP and KMT) are dominated by the moderate position. 3. Trade statis-
tics and the DPP charge that Ma sold Taiwan out; the KMT and DPP’s attitude toward
cross-strait economic trends is inconsistent with data. Critics felt Ma’s promotion of
cross Strait economic ties was putting Taiwan’s sovereignty and dignity at risk. The da-

ta shows trade and investment rapidly expanded during the Chen period but remained

8 ECFA is a preferential trade agreement between Taiwan and China and was proposed in December
2009. The final agreement was signed on June 29, 2010.
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stable in the first three years of Ma’s term. 4. Finally, the effects of Ma’s rapprochement
mean that current stability might mask the threat of future instability. Successful eco-
nomic integration not only creates pressure and momentum to push further cross-strait

political issues but also increases the intensity of domestic debates of Taiwan.

Yuan and Shen (2014) analyzed the dynamics involved in cross-strait negotiations
by combining a two-level game approach and an analysis of the cognitive factors influ-
encing decision-makers. In this paper, Yuan and Shen divide cross-strait relations since
1987 into six periods and expose China-Taiwan-US relations using Dittmer’s “strategic
triangle.” Yuan and Shen found that an extended analysis framework using everything
from international structure to domestic win-sets to the behaviors of national leaders has
more explanatory power when examining the complications of cross-strait negotiations

and differences between political periods.

Lien’s 2014 research combined Putnam’s two-level games and a framework first
used by Katada and Solis (2010) to examine Japan’s foreign trade policy. These frame-
works are applied to explain Taiwan’s FTA policy and the signing of ECFA. Lien sug-
gests that ECFA came to fruition because Taiwanese industries were trying to avoid the
losses caused by the absence of FTAs. Loss avoidance therefore became the main pur-
pose driving the Taiwanese government, and this was easily accepted by the Taiwanese
people. On the other hand, it’s difficult for the public to measure and recognize the ben-
efits brought about by ECFA. Similar reactions were found with further cross-strait co-
operation. The Service Trade Agreement, for example, faced strong opposition because
it mainly makes an appeal regarding “gain benefits” which are difficult to measure and

therefore don’t garner the approval of the Taiwanese public.

Wu (2016) also analyzed cross-strait relations through case studies of two events:
the disputes regarding the South China Sea and the Sunflower movement. Wu suggests
that strong political and economic ties across the Taiwan Strait were evident at level I
(the state level), despite the strong domestic opposition that plagued the Taiwanese level
I actor. Building consensus among different groups required coordination among Tai-
wan’s political elites. Wu also suggests that issues involving common interests between
Taiwan and China (such as those at work in the South China Sea) could be used to im-

prove cross-strait relations and create a more peaceful East Asia.
Yu, Yu and Lin (2016) reexamined Beijing’s patronage policy towards Taiwanese

business. They found that the opposition came not only from Taiwanese society but also

from within China. Economic nationalism and local protectionism appear to have un-
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dermined the credibility and sustainability of Beijing’s patronage policy. Yu, Yu and
Lin analyzed the phenomenon through Moravcsik’s model (1993) within a bilateral
two-level game framework, showing that increased domestic constraints in China im-
pacted Beijing’s decision-making. With domestic factors constraining China’s patron-
age policy, cross-strait economic integration stagnated and Taiwanese business lost lev-
erage in cross-strait relations. Yu argued that with changes in domestic political econo-
my in both China and Taiwan, the cross-strait two-level games should also discuss the
influence exerted by Chinese domestic actors. Moreover, the phenomenon reflects di-

vergences in belief between chiefs of government (COG) and the public.

Jih-wen Lin (2000) suggests that Putnam’s original model is too indistinct to ade-
quately explain cross-strait interactions, and that cross-strait analysis therefore requires
the application of modified two-level game models. Putnam analyzed negotiation be-
tween the countries that participated in the 1978 Bonn Summit, which were all demo-
cratic countries and western allies. It thus is not directly applicable to cross-strait rela-
tions. Lin instead proposes a two-level game model between “rival regimes:” this is a
zero-sum game. Lin suggests that in this model, dissatisfaction with either side reduces
stability, and a national leader of a non-democratic country surrounded by hardliners
will react radically to external pressure. These features are quite different from Put-
nam’s original concepts. Lin also found that the timing and direction of domestic pow-
er-transitions play key roles. When the timing of domestic power-transitions does not
coincide, it is highly probable that decision-makers might misunderstand the strategy of
the rival regime and react aggressively. The candidate often instigates vehement foreign
reaction and the moderate incumbent has little room to accommodate the rival's demand

after the election.

Wu and Shih (2010) first described the changing and unchanged conditions in Chi-
na, Taiwan and the U.S. as they apply to cross-strait relations, then compared the dis-
tinct models for two-level games proposed by Wu and Shih (1997) and Lin (2000).

Lin (2009) proposes an additional modification represented by the inclusion of the
concept of a “strategic triangle.” This comprises three factors: “domestic politics,”
“cross-strait relations” and the “US-Taiwan-China relationship.” The model retains the
two levels of players; i.e., public opinion decides the attitude of its government toward
other countries. Lin analyzes this strategic triangle through a second-dimension space
model: the two dimensions are cross-strait relations and US-China relations; the dis-
tance between the countries in the graphical model shows the degree of conflict of in-

terests; and the main variables are regime changes and the ability of all countries to
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change the status quo.

Lin (2016) continued his discussion of cross-strait relations from the perspective of
two-level games. He went on to investigate the role of China in Taiwanese domestic
politics and points out that Beijing’s strategy of economic pressure exerted a significant
influence on Taiwan’s nonpartisan voters. Through case studies of different periods, Lin
shows that Beijing successfully influenced the ideological beliefs of the Taiwanese pub-
lic. Despite Taiwan’s democratization, the choices of its people are conditioned by eco-
nomic incentives. Voters with less vested interest in issues of identity, sovereignty and
ideology who are relatively economically vulnerable were the main focus of Beijing’s

strategy. Its success was dependent upon the partisanship of Taiwan’s president.
(4) Domestic factors

It’s worthwhile to make a closer examination of the most relevant domestic factors
influencing cross-strait relations. Similarly, it is important to ask who the relevant actors

are within this context.

Wang, Chu and Huang (2011) propose several relevant domestic factors’. This led
them to identify two strategies applied by Taiwan’s national leaders and elites: (1) Inte-
gration of domestic political elites and the public to strengthen the win-sets of “specific
supporters” helps justify policy and strengthen its executive power; (2) According to the
“Garbage Can Model,” the ruling party manipulates aspects of the external environment
to increase the likelihood of passing its favored policy. Wang et al. further point out that
political perception and atmosphere are the contextual factors influencing cross-strait
relations within Taiwan’s domestic politics. Wang, Chu and Huang found that in terms
of Taiwanese domestic politics, the “president factor” becomes the leading variable or
key factor of internal and external connections. It also seems that unexpected accidents
affect cross-strait relations to a considerable extent. In China, a multitude of internal

factors are at play'®, each dependent on current “party’s program.” Therefore changes in

® Potential domestic factors influencing cross-strait relations: 1. structure and specifications of domestic
institutions; 2. policy statements of the national leader; 3. transitions in political environment and power
structure; 4. balancing of opposition forces; 5. hostility among domestic political factions; 6. structure of
society; 7. public opinion; 8. political perceptions; 9. effects from external events.

10 Relevant domestic factors in China include the following: 1. traditional thinking or the conventions of
policy, including actions taken when consensus within the party is reached; 2. the internal power ar-
rangement; 3. consideration of the situation within the system, namely the basis for the legitimacy of the
ruling partiy; 4. national interests and self-positioning, which limit China’s policy toward Taiwan based
on its current national interests; 5. changes to the “concept of security” (HrZZ2#R); 6. the logic of Chi-
na’s foreign policy; 7. the needs of economic development; 8. nationalism, as the basis for the legitimacy
of the ruling party and as social glue; 9. the declaration of tasks of party program.
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ideology are important predictive factors for China’s policy.

Ko (2004) introduced the ideological trends guiding related research, with several
approaches focused on China’s elite politics and the power transitions within the CPC

99 ¢

since 1949. These include “totalitarianism,” “faction politics,” “political generation”
and “expert politics.” The research trend that involves analyzing China’s elite politics
by looking through a lens of Mao Zedong’s totalitarianism has fallen out of favor. After
the death of Mao, “faction politics” became the most popular research approach due to
the institutional political reform instituted by Deng Xiaoping. However, politicians such
as Deng were still believed to control Chinese politics until Deng’s southern tour (5 #K)
in 1992; this was achieved through unofficial influences rather than his political posi-
tion. Therefore, after the end of strongman politics!!, the national leader built his team
and political elites would also form alliances through their relationship because of polit-
ical struggles'?; the definition of factions, reasons for establishing them and the nature
of their struggles are explained differently by different scholars. Using the political gen-
eration as an approach to analysis is similar to using faction politics: both discuss the
contexts of the conflicts between Chinese political elites, but the latter focuses on its
“bandwagoning relationship” and the former focuses on its “common experience,”
namely the tendency of politicians from the same political generation to hold similar
values and exhibit similar political tendencies. The “expert politics” approach is rela-
tively new; this approach arose following Deng Xiaoping’s reform when he took power
for a second time. When China decided to promote economic reform in 1978, the Chi-
nese communist party urgently needed officials with the professional knowledge to push
its agenda of economic and social development. Thus the CPC began to promote the

13 and from the early 1980s onwards, young technocrats began to

“four modernizations
replace the old conservative communist cadres. However, traditional party elites and

administrators still maintain much of their power within Chinese politics.

In Hsu’s (1998) analysis of the decision-making patterns of Chinese foreign policy
in the Deng era, three major patterns of decision-making emerged: “leader in command
(RE B R SREEF),” “collective leadership (PHELERS A HIF L) and “bureaucratic
organization (E fF2H4% A5 EL).” Under the leader-dominant pattern, Deng Xiao-
ping, senior statesmen and members of the Standing Committee of the Politburo played

1 1t’s believed that Deng’s southern tour could be seen as the end of China’s strongman politics although
Deng’s political reform already established China’s political principle of collective leadership.

12 5% {# 7 (Kou, Chien-wen), “rPHLEILFEUAATIHFE R R EAEEfE (A Study of Chinese Elite Politics: Past,
Present, and Future),” 15 A LEHF4E (Mainland China Studies), Vol. 47, No.3 (2004), p.6.

13 The four modernizations (#FPU/E) are: revolutionization (2 {L), youthfulization (FF521L),
knowledgelization (%111 1{E) and professionalization (Z[lAL).
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important roles in foreign policy-making. Collective decision-making characterized
basic diplomatic guidelines toward “key countries,” basic policy toward neighboring
countries and the security of Chinese sovereignty and territory. The Politburo Standing
Committee, Secretariat of the CPC (1980-1987) and the Politburo led this movement
since 1987. The bureaucratic organizational decision-making pattern was applied to
general foreign policy-making. Hsu found that after the Deng Xiaoping era, the core
leadership of the Jiang Zemin administration did not wield strong political power like
Deng, and thus the main decision-making pattern in this era was collective decision-

making.

Taiwanese presidential elections and unification-independence issues are popular
topics for Taiwanese public discourse. Since most of the cross-strait political issues
have been proposed by Taiwan, a review of the literature on identity and unification-

independence issues is vital to understanding the cross-strait relationship.

Hsu (2009) feels that Taiwanese public opinion is moving away from the tradition-
al “Great China” ideology. Although the identity of the Taiwanese people changes, the
opinion of Beijing does not. The Chinese government continues to emphasize the “One
China” principle and this difference in ideology has created a deadlock in cross-strait
relations. A growing political identity in Taiwan tends toward hoping for independence
in the future, although the main tendency is still to keep the status quo. The ethnic iden-
tification embraced by the majority of the population as “both Taiwanese and Chinese”
did not change significantly from 1992 to 2007; however, the ratio of those identifying
only as “Taiwanese” increased from 17.3% to 43.7% and those identifying only as
“Chinese” reduced from 26.2% to 5.4%. The discourse of the Taiwanese president re-
flects a similar tendency: before the first party alternation in 2000, it focused mainly on
China and the Chinese; after party-alternation, Taiwan’s unique identity was empha-
sized. Hsu identifies five reasons underlying this shift: 1. democratization, 2. political
socialization, 3. the dilemma of diplomacy, 4. military threat from China, and 5. long-

term political confrontation.

Chen, Keng, Tu and Huang (2009) analyzed identity issues through the perspective
of political socialization and divided the population of Taiwan according to provincial
origins and generations. Their survey results indicate the following trends: “prefer
maintaining the status quo” was still the mainstream sentiment with regard to independ-
ence-reunification issues. There were some subtle shifts: those for “prefer unification”
declined and those for “prefer independence” increased. Even when cross-strait rela-

tions warmed up when the Ma administration took power, the “prefer unification” kept
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declining. The two most important ideological forces at play are as follows: 1. “sensual
identity” (J&t4:2E[5]) shaped by social background such as ethnic groups and genera-
tions; and 2. “rational self-interest” (B4: 5 ¥I[) based on the international political-
economic situation (especially after China’s rise to power on a global scale) and ad-
vantages and disadvantages of cross-strait interactions and Taiwan’s economic situa-

tion.

Fell (2012) also discusses the changes in Taiwan’s identity. Fell’s survey included
unique conditions which allowed him to divide the respondents into four types: (1)
pragmatists who would accept either unification or independence if the conditions were
acceptable; (2) Taiwanese nationalists who would only accept independence for Taiwan
no matter what reunification offers; (3) Chinese nationalists who support unification
with China under any condition; and (4) conservatives who reject both outcomes in fa-
vor of maintaining the status quo indefinitely. The biggest change among the ratios of
respondents was in the numbers of Chinese nationalists, which decreased significantly
from 1992 to 2001, and in Taiwanese nationalists, who increased significantly in the
same time frame. Fell suggests that the motivation for identity changes in political par-
ties and elites are the outcomes of shifts in the balance of power. In other words, elec-
tion-oriented factions and leaders tend to dominate the party and move it toward the
median voters. However, the New Party moved toward an extreme position after its
election campaign failed and the moderate members left the party. This partly explains
the behavior of the KMT after the presidential election in 2000. This extremist approach
however fails to accommodate external influences such as those exerted by China or the
United States. Various international contexts, public opinion and election pressure all

work to encourage politicians with extreme ideologies to take a more moderate course.
1-2. Hypotheses

The literature review above provides evidence that the decision-making of national
leaders is limited by the international structure, and that the international structure is
determined by the distribution of power among the states/actors. Therefore, we propose
two hypotheses based on the neorealist-perspective, the international power-structure of
cross-strait relations and research that was reviewed in former section:

(1) Limiting role of the United States in cross-strait relations

The United States plays a unique and significant role in cross-strait relations. As it
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does not influence cross-strait relations directly'4, this role is not confined to one di-
mension. This research assumes that because of the superior power enjoyed by the
United States, it essentially plays the role of limiter in the cross-strait structure. Both
Taiwan and China could not cross the “red line” set by the United States. While it sat on
the sidelines as a passive observer, the United States only acted when its mandates were
challenged; it would take no action to initiate change in the status quo. The preferences
and tendencies of the limiter might change because of the changes in environment and
conditions, but the United States for the most part maintained certain guidelines within
the investigation period of this research. In other words, we purport that the United
States’ privileged position as a global hegemony granted it the role of a external limiting
factor within cross-strait relations. It did not explicitly contain Taiwan and China within
the range of behavior it deemed acceptable, but shifted from a passive to an active role
when Taiwan and China moved beyond this range, effectively curbing any tendency to

transgress.

However, economic reform in China caused its economic power to grow steadily
until it constituted the second largest economy in the world.!> This growth lead to corre-
sponding increases in international status and military power. It will be interesting to
note whether the role of the United States and its preferences change when the national

power of China aligns with or even eclipses that of the United States.
(1) Limiting role of domestic interests

We outline primary and secondary research questions previously. The literature
review allows these research questions to be more accurately defined. Most of the do-
mestic games in the two-level game structure of cross-strait relations are power transi-
tions. After Taiwan’s democratization reached the milestone of presidential elections, its
domestic games comprise election strategies and outcomes; before this time domestic
factors on both sides mainly involved factions of the ruling party. Both Taiwan and Chi-

na tended to take radical actions or initiate cross-strait issues during periods of power

14 Strategic ambiguity and a commitment to keep the status quo are the main principles of the cross-strait
policy of the United States. If cross-strait relations reach a deadlock, or tension results in the outbreak of
armed conflict, the US will play a different role depending on the context; for example, it will either en-
gage in military intervention or become a mediator.

15 According to data from the World Bank, the growth rate of the Chinese GDP increased from 3.93%
(1990) to 8.43% (2000), peaking in 2007, at approximately 14.19%. Although this growth began to de-
crease after 2007, the growth rate in 2012 was still approximately 7.75%. In terms of Chinese GDP, it
was 358973230048.399 US Dollars in 1990 and already 8461623162714.07 US Dollars in 2012, a signif-
icant increase. Source: Databank of the World Bank,
http://databank.worldbank.org/data/reports.aspx?Code=CHN&id=556d8fab&report name=Popular_coun
tries&populartype=country&ispopular=y
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transition or directly before and after. Therefore domestic political interests have exert-

ed significant influence on cross-strait politics. Thus, we propose a second hypothesis.

In Introduction, it was suggested that the political interests of all parties might be
important factors in cross-strait relations. We therefore hypothesize that the domestic
interests of Taiwan and China also function to limit the cross-strait policies of both state
actors. As in the case of the United States, domestic interests limit the actions of the

state actors.
(2) Formation of a double limitation

These two hypotheses depict the structure of cross-strait relations as follows: The
cross-strait relationship is in fact a triangular relationship, the three points of which are
Taiwan, China and the United States. The former two state actors are the primary play-
ers, while the United States acts to restrict their action. In addition to the limiting influ-
ence of the international structure, both of the primary state actors are also limited in
their level II games by their internal structure. Therefore both Taiwan and China are

limited by internal (domestic interests) and external (US policy) limitations.

Further inferences can be made from this depiction: both Taiwan and China are
restricted by both external and internal factors in cross-strait political relations, and
cross-strait policies can only operate without barriers when it wanders between the bor-
ders of the two limitations. These structural limiting factors have made it difficult if not
impossible for Taiwan and China to seek fundamental change to cross-strait political
relations outside of the scenarios proposed by the United States!'®. This leaves the pri-
mary state actors with only marginal control that can be used to achieve domestic lever-

age but no radical effective change over the long term.
1-3. Theoretical Framework
In this section, we present the framework of this research, including various ap-

proaches to analysis, research limitations, area and definitions, and the selected meth-

odology.

16 The principles behind the United States’ cross-strait policies can be found in a footnote in Introduction:
they do not support Taiwanese independence; they ask China to promise not to use force; and they ask
both sides to deal with the cross-strait issues through dialogue. Thus, a radical or fundamental change
would be for example a claim by Taiwan for independence or military action by China to “reunify” Tai-
wan.
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1-3-1. Approaches to analysis

Robert Putnam’s two-level game model was introduced above. Although it has ap-
plicability in the context of cross-strait relations, it requires several modifications to this
unique context, as pointed out in the literature review. We therefore present a novel ver-

sion of Putnam’s two-level game model.
(1) Two-level games in cross-strait relations

Core concepts of Putnam’s model that remain relevant are the two levels of analy-
sis (international and domestic interactions) and win-sets. Lin (2016) and Hsu (2009)

also introduced features applicable to this analysis.

Lin (2016) points out that China’s actions regarding cross-strait issues (such as sa-
ber-rattling in early phases or profit-sharing) (;#%]) are the main focus for Taiwan’s
median voters. He assumes that all state-actors are restricted by structural factors and
infers that both states tend to seek gain in domestic games. In Lin’s model the interac-
tions of cross-strait relations are still mainly interactions at state level, though we seek
to enlarge the conception of level II actors. Therefore in the creation of a new model, we
merge Lin’s inference and Putnam’s concept in the assumption that the level-II actors of
Taiwan might be encouraged by both level-I actors to implement their policies. In other
words, although the cross-strait games are between two state-actors, the actual interac-
tions might not only be state-to-state but also between the Chinese government and

Taiwan’s public.

Hsu (2009) differentiates between the political and the economic. He further sepa-
rates domestic actors into the public (voters, or more broadly, public opinion) and the
opposition party. These distinctions are useful, but it is also necessary to further differ-
entiate level-II actors based on the time period and context. In the earlier period of Tai-
wan’s democratizion, level-II actors could only be found within the ruling party, as the
influences of the opposition parties and the public were limited until the end of the Lee
Teng-hui period even though the process of democratization had already reached a
milestone: the first direct presidential election was held in 1996. It is also possible that
there are more than one type of level-II actors participating in the domestic game during

the earlier time block of this research.

(1) Two-level games of the Taiwan-US-China triangle
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The concept of a strategic triangle was first applied during the Cold War to refer to
interactions among the United States, the Soviet Union and China. Depending on the
bilateral relationships of the countries involved, the following four strategic triangle
models have been developed: Ménage a trios, Marriage, Romantic triangle and Unit-
veto triangle. We integrate the concepts of strategic triangle and two-level games into
this theoretical framework through adoption of Lin’s “two-level triangle” and his space
model. In Lin’s model, all three state actors are discussed as three independent political
entities interacting in a three-pointed relationship; the type of strategic triangle model
which applies to this relationship differs over time. In other words, the three state-actors
are “equal” as main actors in this game structure. However, we purport that only Taiwan
and China interact directly, while the United States, as a hegemony, remains the most
powerful state actor in this structure. Yet although its power exceeds that of Taiwan and
China, it maintains a passive role. Indeed, many studies identify the United States as a

“mediator” or “balancer.”

Therefore, we modify Lin’s space model and designates the United States as a
frame rather than an equal actor with Taiwan and China. Although the United States did
not change the thrust of its cross-strait policy over the investigation period of this re-
search, details of the policy were adjusted under different presidents. Therefore while

the frame remained constant, the range of the frame varied slightly in different periods.
1-3-2. Research limitations and research area
(1) Research Limitations

Due to the difficulties inherent in collecting data regarding the internal interactions
of political powers within China, this study was forced to make inferences based on per-
sonnel changes and their subsequent influences in order to determine the effects of the
domestic games within China. Based on this limitation, the domestic games of China
could not form the primary focus of this research, though Chinese domestic constraints
may have influenced Beijing’s cross-strait economic policy in recent years (Yu et al.,
2016). China’s cross-strait policy has shown little change, especially on high political
issues such as cross-strait relations and sovereignty, such that this limitation is consid-

ered acceptable. Analysis of domestic games is therefore focused on Taiwan.
(2) Investigation period

The 25 years investigation period for this research begins in 1988, when the Tai-
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wanese were first allowed to visit China, and stretches to the end of the Ma Ying-jeou
administration (2012). An extended investigation period was selected in an attempt to
test the hypotheses through analysis of structural factors, which requires comparison of

different administrations.

Our focus on the domestic games in Taiwan suggests a division of this investiga-
tion period into time blocks corresponding with power transitions in Taiwan: the Lee
Teng-hui period (1988-2000, although 1987 is also discussed in this period!”), the Chen
Shui-bian period (2000-2008) and the Ma Ying-jeou period (2008-2016). The Lee peri-
od can be further divided into two sections by the 1995/96 Taiwan crisis, which was
precipitated by Lee Teng-hui’s visit to the United States in 1994; these events marked

the beginning of rapid deterioration in cross-strait relations.

Another advantage to an extended investigation period is the opportunity to ana-
lyze rapid and intense changes in Taiwan’s domestic political structure. However, the
period of study examined in this research will not extend through 2016, though the Ma
administration was in power from 2008 to 2016. In Introduction we found that unilateral
actions instigated by Taiwan seem to have led to the development of the cross-strait re-
lations. The year 2012 marked the end of Ma’s first term, and this year brought power
transitions to both Taiwan and China. Taiwan held the 2012 presidential/legislative elec-
tions and China experienced a power transition from Hu Jintao to Xi Jinping. In terms
of the China’s Xi Jinping period, witnesses in 2017 have already observed several
events, such as the completion of the power transition from Hu to Xi'%, and Xi’s large-
scale anti-corruption campaign (which could also be seen as a move to consolidate his
political power!'®). Xi’s consolidation of political power has been considered by some to
be a rearrangement of Deng Xiaoping’s collective leadership structure?’. Chinese poli-
tics under Xi are truly different from those of his predecessors. Secondly, due to Xi’s
first presidency will end in November 2017, the data of the political interactions within

China during the Xi era would be more difficult to collect and the role of Chinese do-

17 As successor, Lee Teng-hui took office in 1988 after the death of Chiang Ching-kuo, not 1987. Howev-
er, in the end of Chiang period the Taiwan people is allowed to visit china in 1987 and Lee Teng-hui also
followed Chiang’s cross-strait policy, therefore we decided to extend the time block to 1987.

13 Hu Jintao transferred both political and military powers to Xi Jinping after the 18th National Congress
of the Communist Party of China in November 2012. Hu’s predecessors did not do this.

19 Soon after Xi took power in November 2012, he began to campaign against the bureaucratic waste and
extravagance that had caused the anger of the Chinese public; in 2013 the CPC punished almost 20,000
officials, even vice-ministerial officials and their superiors. Xi may have done this in an attempt to weak-
en political factions and to push his reform. Source: Zheng Yongnian and Lance L. P. Gore, “Introduc-
tion” in Zheng Yongnian and Lance L. P. Gore ed., China Entering the Xi Jinping Era, London & New
York: Routledge (2015), pp. 2-3.

20 Ibid., p.1.
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mestic games in Xi’s Taiwan policy would be thus difficult to measure. As previously
mentioned, the difficulties in collecting data of the political interactions within China
lead this research focusing more on Taiwanese domestic politics; therefore, the setting
of investigation period of this research only until 2012 in order to control the variables

examined by this research.

Furthermore, the cross-strait high-political issues in the Ma period (e.g. the CBMs)
were mostly proposed during Ma’s first term. Moreover, the cross-strait relationship be-
tween 2012 to 2016 reveals similar phenomena as during Ma’s first presidency from
2008 to 2016. As Ma successfully won the 2012 presidential election, both Ma’s route
of policy and the obstacles that he faced in his second term could be considered an ex-
tension of his first term; Xi’s Taiwan policy is also basically following his predecessor.
We therefore believed that the investigation period until 2012 could be accepted.

(3) Prerequisites of the United States as a limiter in cross-strait rela-
tions

The United States is a limiting factor in cross-strait relations in that the preferences
of the United States restrict the options of both Taiwan and China. To some degree this
contradicts the tenets of international relations theory, which proposes that the world is
ruled by anarchy. However, when Soviet Union collapsed in 1992, the United States
emerged with incomparable national power. Its strength in international politics, mili-
tary and economics solidified its position as the only world superpower. This superiority
allowed the United States to play a limiting role in cross-strait relations.

Economic reform allowed China to gradually increase its power during the 1990s,
and this trend accelerated in the 21st century, particularly in terms of economic power.
This in turn drove growth in China’s military power. Although a huge gap still exists
between the powers of China and the powers of the United States, this gap narrows eve-

ry year.

The investigation period spans these shifts in national powers, which mandates
their inclusion in the proposed model. In 2012, Hu Jingtao was due to retire and he was
in the process of ceding his political and military power to Xi Jinping. China’s national
power was rising at this time but remained far below that of the United States. Hu’s pol-
icies were relatively mild. Xi’s foreign policy is more ambitious than that of his prede-
cessor, but there is still a gap between the national power wielded by the US and that

wielded by China. The United States therefore was in a position of superiority through-
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out the investigation period, validating its designation as a limiter. However, 21st centu-

ry changes to the world’s power structure are worth closer examination.
1-3-3. Research definitions
(1) The Cross-Strait political environment and level-I actors

The most important level-1 actors in cross-strait relations are Taiwan and China.
The United States has been the only global hegemony actively involved in East Asia

following the Cold War; it therefore is also a level-I actor.

It is worth asking whether there are any other level-I actors playing an important
role in cross-strait relations. Those that fall under consideration include Japan, South
Korea, North Korea and ASEAN countries such as the Philippines and Vietnam. Japan
and South Korea have significant national power, particularly in terms of economics,
and Japan is further important to Taiwan geopolitically. However, Japan closely co-
operated with the United States following World War Two, so in order to maintain the
US-Japan alliance it has not taken any active part in cross-strait relations. This confines

the list of level-I players to the three mentioned above.
(2) Domestic actors

The following three questions are asked in this section: Which state-actors should
be considered as level-II actors? Within these selected states, who are the domestic ac-
tors of significance?

As mentioned above, the US congress often passed relatively pro-Taiwan resolu-
tions, though in practice the effects of these non-binding resolutions were limited.
Therefore the domestic actors in the United States do not have much bearing on this re-
search. Domestic actors in China are difficult to analyze due to lack of information on
internal affairs. Further, China’s cross-strait policy varied only slightly over two decades
and was seemingly unaffected by domestic political interactions. Most of the cross-strait
political events were proposed or caused by Taiwan; therefore, the only level-II actors
seriously considered in this research are domestic actors within Taiwan. Domestic inter-

actions of China are discussed to a minor degree.

Domestic games in China are largely restricted to the political elites within the
CPC, and are influenced by the stability of party leadership. Thus level-II actors from
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China are the CPC and pressure from Chinese society. The degree of public influence
has changed over time. China’s authoritarian rule minimized the public’s influence until
the advent of China’s rapid economic growth, which provoked a dramatic increase in
the costs of maintaining internal stability. Therefore, in the middle and later parts of the
investigation period, China took a tougher position toward cross-strait issues due to its
need to maintain domestic stability. In both the Chen Shui-bian and Ma Ying-jeou peri-
ods this factor holds sway, but the extent of its influence is still minor compared to the

internal interactions of the CPC.

Kuan (2008) points out that Taiwan’s 1996 presidential election was an important
milestone in Taiwanese democratization. Taiwan’s dramatically shifting political envi-
ronment involved a varied cast of domestic actors relevant to cross-strait relations. Most
of those influential in the earlier period are found within the Kuomintang. The Lee
Teng-hui administration thus put its policy focus on democratization. Following democ-
ratization, the presidential elections and legislative elections form the playground for
domestic games. Lin (2000) notes that the most significant deviations from a conserva-
tive position occur during power transitions. The nature of Taiwan’s power transitions
transformed after 1993/94!; before 1994, power shifted within the KMT, while after, it
shifted by the vote of the people. Similar reforms had been established in the Legislative
Yuan a few years before 1996. However, democratization did not mean that Taiwan’s
domestic games transferred from KMT's intra-party competitions into the competitions
between the ruling party and the opposition party. In the early 1990s when the SEF and
ARATS met in Singapore, Taiwan’s main opposition party (the DPP) had only limited
political power. DPP legislators had doubts about the meeting and hoped to play a su-
pervisory role, but these legislators could only observe and could exert no actual influ-
ence. In terms of domestic politics, the DPP could not make any bold moves against the
KMT, because the KMT had power over the legislative Yuan at the time.?

Therefore, after 1996, the Taiwanese domestic games transferred from internal po-
litical struggles within the KMT to major elections. Before the first party alternation in
2000, the opposition parties’ ability to affect games was very much in doubt. The DPP
attained partial victories in the parliamentary elections (not only in the legislative Yuan
and the national assembly, but also within local councils) and municipal elections, but

still didn’t gain enough votes to compete with the KMT. Even when Chen Shui-bian

2! Due to Lee Teng-hui consolidated his intra-party power in 1993, and the National Assembly amended
the constitution in 1994 that the President and Vice-President will be elected directly.

22 From an interview (2013) with Mr. Kun-huei Huang, the former chairman of the Taiwan Solidarity
Union (2007 - 2016) and minister of the Mainland Affairs Council during the 1992 meeting.
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won the presidential election for the second time in 2004, the DPP was still a minority
in the legislative Yuan and could not challenge the KMT. Eight years later, the KMT
took the lead when Ma Ying-jeou won the presidential election in 2008. The DPP still
did not reach a majority in the legislative Yuan. Thus, supervision from opposition par-
ties might be a factor in domestic games but the influences vary depending on the peri-
od and its attendant political environment. The principal players in domestic games are
still mainly elections and the preferences of the Taiwanese people during elections. In
order to describe the effects of domestic actors more precisely, we focus not only on the
role of opposition parties, but also on the major reflections of Taiwanese public opinion:
results of major elections and opinion polls. Major elections represent turning points
where the Taiwanese ruling party could change cross-strait policies (Lin, 2000). The
results of elections could be seen as the Taiwanese public’s ratification of domestic pol-
icies. It is also a time when Taiwanese public opinion becomes a major Taiwanese level
IT actor. Polls can explain how election results may have been influenced by issues other
than cross-strait policies. When a cross-strait issue is proposed during an election cam-
paign, the polls reveal whether the public approves of policies made by Taiwanese level

I players.
(3) Cross-strait games

What exactly is meant by “cross-strait game?” Which events are the most im-
portant to an analysis of cross-strait games? This section attempts to answer these ques-
tions. The fundamental precondition of cross-strait relations is the final object of Chi-
na’s cross-strait policy, which is to reach re-unification with Taiwan. Taiwan has a wider

2 <6

range of choices: “maintain the status quo indefinitely,” “unification” or “independ-
ence.” Therefore in-sets for the actors are as follows: if China achieves its objective, it
will entail the end of the Republic of China (Taiwan); if Taiwan becomes independent
or even if the KMT unifies China?® , this means the failure of China. In other words, the
relationship between Taiwan and China is a continuous zero-sum game. All political
interactions between Taiwan and China are part of this cross-strait game. Furthermore,
since the final objectives of the game are winner-takes-all, all aspects of national power

are at stake, including the military, economic and cultural issues.

This research discusses the political interactions between Taiwan and China, how-
ever, all kinds of interactions - even economic and less sensitive cultural interactions -

have political meaning due to the particularity of cross-strait relations. Therefore, cho-

23 The KMT’s cross-strait policy was also to unify China from 1949 until the early 1990s.

53



sen case studies are not limited to political issues.
(4) “Main games” and “sub games” in different periods

This research further includes the concept of subgames within the main game
structure. The relationship between Taiwan and China is a long-term, continuous game;
however, every event within the context of cross-strait relations, whether competitive or
cooperative, could also be seen as a game. Thus, each time block within the investiga-
tion period is considered a “main game” that represents cross-strait relations at the time.
There are also “sub games” associated with specific events. These main games and sub
games are defined at the beginning of each chapter. These periods have been designated
as follows: early Lee Teng-hui period (1988-1994), late Lee Teng-hui period (1995-
2000), Chen Shui-bian (2000-2008) and Ma Ying-jeou (2008-2012).

Within these four main games there exist various subgames. As the name suggests,
these subgames depend on the main games. For example, in the late Lee Teng-hui peri-
od, cross-strait relations could be described using the two-level triangle model; the third
Taiwan crisis and the pronouncement of a “special state-to-state relationship” are seen

as the subgames for this period.
1-3-4. Research analysis
(1) Analysis model: cross-strait two-level triangular game model

This section presents the proposed game model with the help of graphical depic-
tions (space models). The first image describes the relationship between Taiwan and
China. A simple one-dimensional image uses Taiwan’s national status as an axis: the
right-hand side represents “PRC as the only China,” while the left-hand side represents
Taiwan as an independent country. It’s difficult to measure the true attitudes of level-I
actors towards unification/independence issues; therefore this research analyzes the po-
litical positions of Taiwan as a proxy. The form of cross-strait games is approximated in
Figure 1. In this model the placement of Taiwan changes depending on the attitudes of
the ruling party, but the placement should be between “92 consensus” and “one-country
on each side;” the changes in China’s placement after 1979 are smaller than those influ-

encing Taiwan, but it stays between “92 consensus” and “one country two systems.”
, y

54



Fig. 1.
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It should be noted that the coordinates on this axis might be different in different
periods.

In Figure 2, we included the limitations imposed by level-II players. For exam-
ple, when Taiwanese level-I actors adopted the “One China” principle after democrati-

zation was limited, a similar phenomenon also existed in China.

Fig. 2.
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The internal limitation of Taiwan

As shown in Figure 2, internal limitations restrict Taiwanese level-I actors, and
prevent them from moving beyond the 1992 consensus. Level-I actors in China also
limited the options available to China.

Once democracy in Taiwan had matured, Chinese level-I actors turned their ef-
forts to influencing Taiwanese level-II actors. So at certain points in the game, cross-
strait interaction developed beyond level-I actors. In these circumstances, cross-strait

interactions are represented by Fig. 3:
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The United States plays an important limiting role in cross-strait relations, re-
straining the options of level-I players in Taiwan and China. Figure 4 illustrates the

game structure incorporating the role of the United States.

Fig. 4.
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The limitations provided by Taiwanese domestic actors change depending on the

time period; therefore the range of movement constrained by this factor is larger than
that of China.

(2) Analytical method: comparative research

The comparative method is the principal analytical method applied in this research:
a selection of case studies is discussed, then the pattern of cross-strait interactions is
elucidated through application of the analysis models. This allows for a comparison of
trends and changes.

This research will propose several assumptions and propositions based on the hy-
potheses and main game structure. Then subgames are identified, the game structure of
which is analyzed through the same process and through comparison of the subgames
with the main game structure. Preferences of the actors, and development of domestic
games are also considered to verify if these factors are related to subsequent develop-
ments and reactions from the United States. It is also noted if there are any power-
transitions such as Taiwanese major elections before or after the subgames; if there are,
the political interests of level-I actors are verified and further analyzed to determine if

the developments of the events in favor of the level-I actor.
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In addition, through a review of the development of cross-strait interactions from the
late 1980s to 2012, observation of the structural changes in the cross-strait games
through each time period, and comparisons of the main games and the subgames, pat-
terns of interactions are identified and the proposed interaction model for cross-strait

interactions is revised.

It is worth noting that within the context of two-level game theory, changes in
Taiwan’s cross-strait policy in the Lee Teng-hui period are mainly driven by changes in
Taiwanese level-II actors. In the Chen Shui-bian and Ma Ying-jeou period, there is a

shift towards level-I actors.
(3) Chart of Methodology

Figure 5 presents the framework of methodology in this research.
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Chapter 2: Cross-strait interactions in the Lee Teng-
hui era

On 13th January 1988, Taiwanese President Chiang Ching-kuo died of a heart at-
tack, and was succeeded by then Vice-president Lee Teng-hui. Lee Teng-hui’s tenure,
which occurred before the end of the Chiang Dynasty, opened a new era in Taiwanese

political democratization and had a profound effect on cross-strait relations.

Armed confrontation between Taiwan and China ended in 1979 with the establish-
ment of official diplomatic relations between the United States and China. At that time,
China proposed its new principle of “One Country, Two Systems” and shifted from a
focus “to liberate Taiwan with armed forces” to “peaceful unification,” and Taiwan be-
gan its “Three Noes” policy which consisted of “no contact, no compromise and no ne-
gotiation.” Although this was the end of formal armed conflict between Taiwan and
China, flight 334 of Taiwan’s China Airlines was hijacked and made to land in China in
1986. This incident forced Taiwan to abandon its three noes policy and negotiate with
China. The ROC government began to allow visits to China, a decision that signaled the
beginning of the cross-strait interactions that occurred over the following three decades.
After the death of Chiang Ching-kuo, the new President Lee Teng-hui not only promot-
ed democratization (thereby consolidating his political power), but also promoted cross-

strait relations.

In succeeding years, cross-strait relations warmed rapidly; non-governmental ex-
changes increased, and governmental relations progressed. Several official and semi-
official organizations were established to promote cross-strait relations and to prepare
for further political developments. When an additional article was added to the constitu-
tion of the Republic of China in 1991, it was clear that the Taiwanese government no
longer saw the Chinese government as a rebel group. However, this honeymoon period
in cross-strait relations did not last long. Small conflicts during non-governmental ex-
changes and political events such as President Lee’s 1995 visit to the United States
caused cross-strait relations to worsen, marking an end to semi-official exchanges and

sparking the 95-96 missile crisis.

Cross-strait relations vacillated wildly during Lee Teng-hui’s twelve years in of-
fice; as was stated in the previous chapter, 1995 was a watershed moment and a crucial
turning point in cross-strait relations. The author therefore divides this period into two
time blocks: early Lee period (1988-1994) and late Lee period (1995-2000).
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2-1. Main game structure of the Lee Teng-Hui era
2-1-1. Main game structure of the early period (1988-1994)

The beginning of this time block was marked by the end of the Cold War and the
collapse of communist regimes in Eastern Europe; these events were accompanied with
the third wave of democratization (Huntington, 1991). Both Taiwan and China were
influenced by the tide of democracy. For Taiwan, the 1980s hold sweet memories of
economic growth and surges in democratization, which transformed Taiwanese politics.
In China, economic reform brought the voices of change that heralded the 1989 democ-
racy movement and the bloody conflicts thereafter, namely the June Fourth Tiananmen
Square incident. The Cold War drew to a close and the Soviet Union was dissolved by
the end of 1991.

The downfall of the Soviet Union signaled the end of more than four decades of the
US-Soviet bipolar system; the United States became the sole superpower of the post-
cold-war era, although there were also many other growing powers in integrating Eu-

rope, reforming China and Japan.

Taiwan and China were authoritarian regimes during this time period, but both faced

massive structural changes.
(1) Taiwan’s level I actors and political environment

Taiwan experienced significant political changes in the 70s and 80s, particularly in
the form of the Tangwai (outside the party) opposition movement. In order to solidify
political legitimacy and to answer the challenges facing Taiwanese society in the 1980s,
political transition was promoted by the Chiang administration'. After political liberali-
zation in 1986, mass media arrived in Taiwan, and the establishment of opposition par-
ties such as the DPP changed Taiwanese politics from a single-party system? to a domi-
nant-party system. Thus, in the next few years, the landscape of Taiwanese politics lay

as follows: There was a dominant ruling party (the Kuomintang) which enjoyed massive

! THRE (Jenn-hwan Wang), " & ED Gl E17 %38 (The political transformation of Taiwan and
opposition movements),” £ & ¢ B 75 F (Taiwan: A Radical Quarterly In Social Studies), Vol.2,
No.1 (Spring 1989), pp. 71-116.

2 There were actually three political parties in Taiwan between 1949 and 1986 including two nominal
opposition parties: the Chinese Youth Party/Young China Party (-1[E{& 43 ) and China Democratic
Socialist Party (FR[E 2 £ 11 & %&). However, these two opposition parties lacked resources and political

power, as Taiwanese politics were totally controlled by the KMT; after democratization these two parties
lost their seats and political influence.
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financial and political advantages, a major opposition party (the DPP), and other smaller

political parties with negligible political influence®.

Before 1995, Lee’s mainland policies were fairly moderate. Lee’s words and actions
after retirement suggest that he personally supported Taiwan independence from the
moment he became president, but that he exercised caution in his early presidency in

order to facilitate relations with China®.

Taiwanese politics were undergoing large-scale institutional changes at this time.
After Lee Teng-hui succeeded Chiang Ching-kuo, the KMT kept the democratization
reforms implemented in 1986 and the party gradually split into two factions: “main-
stream”(FE 7 JK) and “non-mainstream(FEF 7 JK)°”. In other words, the party was di-
vided into pro-Lee and anti-Lee factions. Fierce internal struggles and the “Wild Lily”
student movement in March 1990 promoted changes to political institutions. Lee won
the nomination and became the 8th president of Taiwan in 1990; this represented a ma-
jor defeat of the non-mainstream group, but the struggle between the two factions con-
tinued. Additional articles were added to the constitution of the Republic of China in
1991, stipulating requirements for the election of 2nd central legislators;® the compre-
hensive re-election of both the legislative Yuan and National Assembly in 1991 and
1992 ended the “ten thousand years parliament” (& - [58 &).

When direct presidential elections were mandated through the second (1992) and
third (1994) amendments to the constitution, the mechanism of power-transition in the
Republic of China shifted from the intra-party competition. This prompted a significant
group of young non-mainstreamers to break away from the KMT and form the New
Party. However, the first direct presidential election, as defined by this study, was only
held in 1996. This is considered to be part of the late Lee period. Lin Yang-kang re-
signed from his position as the minister of the Judicial Yuan in 1994 in order to prepare

for his candidacy in the 1996 presidential election. It is clear that by the end of this time

* The DPP was the 16th political party of the Republic of China when it was formed in 1986; the New
Party (formed in 1993) was number 74. A large number of registered political parties are not currently
active.

4 J. Bruce Jacob and I-hao Ben Liu, “Lee Teng-hui and the idea of “Taiwan”,” The China Quarterly,
No.190 (Jun. 2007), pp. 384.

5 At this time the non-mainstream/anti-Lee Teng Hui faction included actual established factions such as
the New Kuomintang Alliance as well as the senior politicians who were against Lee Teng-hui, for exam-
ple Lee Huan and Hau Pei-tsun. Lee was the subject of several intra-party struggles, and the composition
of the non-mainstream group varied depending on the time period.

¢ Including both the Legislative Yuan and National Assembly.
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block, the main game had already shifted to elections, which means that the level II ac-

tors had also changed by this time.
(2) Taiwanese level II actors: intra-KMT faction and public opinion

The level II actors capable of exerting a significant influence on Taiwanese power-
transition during this time block are as follows: (1) the opposition party(-ies), (2) public
opinion, which, due to the democratization, suddenly had influence and (3) the opposi-
tion faction within the ruling party.

First of all, the young Democratic Progressive Party, formed in 1986, soon gained
several seats in elections and came to wield significant political power in parliament.
However, the DPP’s influence on cross-strait issues was still limited: the DPP had nei-
ther seized power nor advantages in parliament, and the KMT maintained overwhelm-
ing majority in both the Legislative Yuan and National Assembly’. Thus, although the
DPP did not trust the KMT to remain loyal to Taiwan’s interests, the only action open
to it was to send an observer to cross-strait meetings: it could not influence the cross-
strait policies of the ruling party®. The opposition party was therefore not the main do-
mestic level II actor during this time block.

Second, the major elections responsible for power transition were the direct elec-
tions of the Legislative Yuan and National Assembly in the early 90s: the re-election of
the National Assembly in 1991 and the election of legislators in 1992. The direct presi-
dential election in 1996 is not included in this section. After Lee took office, there was
an increase in “Tangwai” movements as well as increased demand for reform from
Taiwanese society. The influence of Taiwanese public opinion grew with the localiza-
tion movement promoted by the Lee administration, the rapid changes economic growth
brought to Taiwanese society, the process of democratization, which includes the con-
stitutional amendments and direct presidential election. Therefore since the campaign to
propose the direct election for the president was launched in 1992, Taiwanese public

opinion became a domestic actor within the main game structure.

7 In the election of legislators in 1992, the KMT gained 53.02% votes, the DPP 31.03%, others and inde-
pendents 15.95%. That is, the KMT had 95 seats, the DPP 51, others and independents 15. The results of
Taiwanese elections are available online at the Election Study Center of the National Cheng-Chi Univer-
sity, http://vote.nccu.edu.tw/cec/vote4.asp?pass1=B

8 From an interview with former chairman of the Mainland Affairs Council Kun-Huei Huang (April 25,
2013).
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The third level II actor could be considered the intra-party factions of the ruling par-
ty. When Lee Teng-hui took power in 1988, KMT leadership still mainly consisted of
mainlander political elites and Lee was one of the few Taiwanese political elites pro-
moted by Chiang Ching-Kuo’s political localization policy. Lee experienced several
political struggles which included both “mainstream” (pro-Lee) and “non-mainstream”
(anti-Lee) elements. Political changes continued even after Lee triumphed and consoli-
dated his political power within the KMT. The internal factions within the KMT, which
resulted from Taiwanese democratization, were also important level II actors in the ear-

ly Lee era.

In the early phases of this time block, the main level II actors were found within the
Kuomintang. When the process of democratization became one of the most important
policy foci, public opinion grew increasingly important to Taiwanese politicians. The
Wild Lily movement that occurred in March 1990 solidified the importance of public
opinion. Direct presidential election was then mandated by an amendment to the consti-

tution, which caused public opinion to become the most important level II player.

During Lee’s first six years in office, intra-party struggles determined the main do-
mestic game. During the second period of his presidency, public opinion grew more im-
portant due to democratization. Taiwanese level II actors then determined the main
game structure that influenced cross-strait relations for his final six years in office;
therefore the general game structure could still be defined by means of an opinion sur-

vey.

The preferences of the intra-KMT faction depend which generation the members be-
long to. Most of the political elites within the Kuomintang, including the anti-Lee non-
mainstream faction, were of a mainlander background. These political elites were most-
ly conservatives; ideologically they still hoped for a successful future reunification of
the Republic of China with mainland China. These politicians also had strong security
concerns when it came to cross-strait interactions. Thus, the political position of the
KMT old guard toward the status of Taiwan maintained the traditional Kuomintang
point of view, namely that Taiwan is a province of China (Republic of China). Their
inclinations were similar to those of the Chiang Ching-kuo era, holding to the Three
Noes Policy of the Chiang era while allowing initial interactions with China. The atti-
tudes that KMT members held toward cross-strait relations could be divided into two

parts: “anti-communist, unification tendency” and “anti-communist, status quo tenden-
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cy.”” Within the KMT, the old mainlander politicians were generally against contact
with China, but young KMT politicians tended to support exchanges with China;!®
therefore, the old ideology in the KMT was altered with time. Wu (1999) suggests that
(in the late 1990s) the political position of the KMT non-mainstream politicians toed the
old KMT line but allowed some communication with China. This caused the separation
of the Kuomintang'!. When Lee gradually consolidated his political power, there was an
intra-KMT faction that was against Lee; members of this faction were labeled “non-
mainstreams.” Naturally, the non-mainstreams also demonstrated different preferences.
It could be said that in the beginning of this period, the intra-KMT opposition held to
the old KMT values, and later the young non-mainstreams (many of whom later sepa-
rated from the KMT and formed other parties such as the New Party and the People
First Party) began to “tend toward final unification and support for cross-strait exchang-

2

s

The concept of national identity in Taiwan varied in this period; most of the public
approved formation of the ROC and considered themselves Chinese. The degree to
which they identified with the beliefs of the elite KMT differed, however. Younger
people tended to support further democratization and supported opening economic ex-

changes with China, while the KMT old guard repudiated exchanges with China.

The major elections were first held in the 1990s'?, it’s difficult to understand the
perspectives of the Taiwanese people by examining the results of the major elections
from this time period; public opinion polls suggest that most of the people in Taiwan
tended to identify themselves as Chinese rather than Taiwanese'®. The Kuomintang also
gained more support from people in Taiwan than the other parties (see Table 1); there-
fore it could be inferred that the ideological identity of the Taiwanese people was still

close to the ideology of the KMT regime. While the general public still considered

° Su Chi, Taiwan’s Relations with Mainland China: A Tail Wagging Two Dogs (London: Routledge,
2009), p.4.

19 From an interview with the former chairman of the Mainland Affairs Council, Su Chi (May 2, 2013).
1153 F1[1 (Yu-shan Wu), “EERYARFEESER: 455813 M4: (Taiwan’s Mainland Policy: Structure and
Rationality),” in %2 E[[[ (Yu-shan Wu) and E15=ZF1(Zong-ho Bao) ed., T 17 i/ 575 1% 7257 (Con-
tending Approaches to Cross-Strait Relations) (Taipei: Wunan, 1999), pp.184-186.

12 Before 1992, the 1st Legislative Yuan (which was elected in 1948) had seven supplementary elections
in 1969, 1972, 1975, 1980, 1983, 1986 and 1989; although there were already 130 elected seats in the
1989 legislative supplementary election (the seats of supplementary Legislators should be re-elected eve-
ry three years), the first comprehensive re-election of the Legislative Yuan was in 1992. The National
Assembly has a similar history.

13 According to the opinion poll distributed by the Election Study Center of the National Cheng-Chi Uni-
versity, about 46.4% of Taiwanese people chose “both Taiwanese and Chinese,” 25.5% chose “Chinese,”
only 17.4% chose “Taiwanese.” In 1994, the identity of “Taiwanese” increased to 20.2%, “Chinese” to
26.2%, and both Taiwanese and Chinese declined to 44.6%.
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themselves to be Chinese, a Taiwanese consciousness was already present, especially

among the “Benshenjen.”!*

A survey of public opinion from the early 1990s revealed that Taiwanese people
tended to support cross-strait exchanges, though they still harbored concerns about pos-
sible impacts on national security. Most of these concerns were regarding possible
threats from the activities of Chinese officials in Taiwan'®. These surveys suggested that
the following political attitudes were prevalent among people living in Taiwan at that
time: 1. The Waishenjen (mainlanders) were in general politically conservative but held
a positive attitude toward cross-strait exchange; 2. The younger generation tended to
support more comprehensive constitutional reform; 3. The Taiwanese people generally
supported the Wild Lily movement, though they also worried about its negative influ-
ences on the stability of society; 4. Most Taiwanese people supported re-election of
both central parliament and local leaders; significantly fewer Waishenjen supported
constitutional reform when compared to Benshenjen; 5. Few people reported confidence
in the ministries of the Taiwanese government; however, about 3/4 of the respondents
reported confidence in President Lee, suggesting that people held positive attitudes to-

ward Lee Teng-hui’s governance!'®.

Taiwanese level II actors during this time period comprised both the internal fac-
tions within the KMT and public opinion: the former can be seen as a level II actor dur-
ing the whole time block, while the latter can be seen as level II actor only after the year
1990 due to the Wild Lily movement. The high level of support for President Lee could

also be seen as a level I actor.

Although both of the Taiwanese level II actors had relatively similar values and ide-
ologies toward the political status of Taiwan and cross-strait exchanges at this time, the
KMT non-mainstream politicians supported increased cross-strait interactions and tend-
ed to want to maintain the existing political structure. Public opinion polls showed that
the Taiwanese people were more focused on the constitutional/political reforms and

democratization.

14 Benshenjen (4545 \), literal translation: person of this province, meaning the people native to Taiwan
before the year 1945.

15 Tn 1990, opinion polls indicated that the Taiwanese people felt insecure about policies that would “al-
low the activities of Chinese civilians and officials in Taiwan” than those that would “allow the activities
of Taiwanese people in China.” Source: Center for survey research at the Academia Sinica, “project re-
port of First and Second Irregular Survey in 1990,” https://srda.sinica.edu.tw/group/sciitem/3/22 (2011)
16 Tbid.
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(3) Political environment in China and Chinese level I actors

China also experienced large-scale demonstrations during this time period. In 1989,
military action in the area surrounding Tiananmen square resulted in considerable casu-
alties among the demonstrators who had gathered there since 15th April. The tragic in-
cident on 4th June deeply influenced Chinese domestic and foreign affairs. The
Tiananmen incident caused wide intra-party struggles at both the central and local lev-
els. Reformers, such as the Premier Zhao Ziyang contended with conservatives!'’. The
ideological beliefs of China’s communist party were challenged by the reform politics
of Deng Xiaoping in 1979, and the political struggles after the Tiananmen incident
could be seen as a counterattack on the old CPC leftwing politicians, who sought to
curb Deng’s authority!®. Zhao lost the political struggle against the conservatives, losing

his political position in the process.

This incident disrupted the political arrangement designed by Deng Xiaoping for the
post-Deng era. There were large-scale purges on the reformist factions, and on 24th
June 1989, Jiang Zemin replaced Zhao Ziyang as the new general secretary of the com-
munist party of China. As a result, the new politburo standing committees became even

more conservative!®.

Deng Xiaoping’s southern tour in early 1992 marked the end of the Deng era; how-
ever, Deng’s political operations were successful, and his southern tour cemented a res-

toration of his reform politics. Jiang Zemin kept a firm grip on economic reform?°.

Unlike Mao, Deng still had to prove himself as a political strongman. Though his
authority was not guaranteed and depended on the success of his policies, he did enjoy
personal prestige and strong backing from the military. Jiang Zemin, as a politician
from the post-revolution generation, lacked personal authority because he was not part
of the struggles to establish the PRC. He had also had a relatively short political career,

especially in terms of military affairs®!.

17 Joseph Fewsmith, China since Tiananmen: the politics of transition (Cambridge: Cambridge University
Press, 2001), p.31-32.

¥ Ibid, p.28.

Y Tbid, p.29.

20 Yiu-chung Wong, From Deng Xiaoping to Jiang Zemin: Two decades of political reform in the Peo-
ple’s Republic of China (Lanham: University Press of America, 2005), p.220.

21 Ellis Joffe, “The Military and China’s New Politics: Trends and Counter-Trends,” in James C. Mul-
venon, Richard H. Yang ed., The People’s Liberation Army in the Information Age (Santa Monica: Rand,
1999), p.26-29. http://www.rand.org/pubs/conf proceedings/CF145.html
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This Chinese political period can be separated into three parts: 1. 1988-1989:
Deng’s “reform and opening” policies, which he began instituting in 1979, brought not
only economic but also political reform; 2. 1989-1992: The demonstrations in Beijing
and the Tiananmen incident combined with the intra-party struggles changed the politi-
cal landscape of China, giving conservatives control of the Politburo; 3. 1992-1994:

With Deng’s retirement, the PRC turned its focus back to “reform and opening.”
(4) Chinese Level II Actor: Intra-Party

Since the establishment of the People’s Republic of China in 1949, China’s one-
party authoritarian regime?? has not changed, despite large-scale demonstrations from
protestors demanding more rights in the spring of 1989. During the Tiananmen incident,
the communist party of China experienced fierce political struggles between the reform-
ists and conservatives, which led to a shift in national focus. This indicates that intra-

party political struggles were the main force in the domestic games during this period.

Though Deng could be considered a political strongman, the principle of collective
leadership was established during his era. Political institutionalization was also the main
focus of his reform politics. Although Zhao Ziyang’s failure made Deng’s attempt at
institutionalization more difficult (due to the counter-attack of conservatives), the CPC
regime (Deng and his reform faction) continued to successfully institutionalize Chinese
politics (Kou, 2005). Intra-party factions of this period could be considered one of the

most important factors influencing Chinese politics.

Similar to the role of the Kuomintang regime of Taiwan, the main level II actors in
China at this time were intra-party factions and individual politicians. Due to the politi-
cal changes mentioned above, the author thus sets the conservative faction within the

communist party of China as the main level II actor between 1989-1992.

In the post-Deng period, conservatives still played an important role within the
CPC, the most notable example being the People's Liberation Army (PLA), which had a
profound influence on China’s leadership and their position regarding Taiwan. Deng
Xiaoping was still alive until 1997 but no longer issued directives on foreign policy.

Therefore, the highest decision-making unit became the Politburo Standing Committee,

22 There are other political parties within the people’s Republic of China, primary among them the “Unit-
ed Front Democratic Parties.” However, under the de facto one-party system the communist party of Chi-
na still holds firm control of the politics of China, and the other eight parties follow the leading position
of the CPC.
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which again relied on collective decision-making?. As Jiang Zemin and his successors
were not political strongmen like Deng or Mao Zedong, the tendency toward collective
leadership became more intense. The leaders had to seek support from the generals of
the PLA, because the PLA was key to political stability during the beginning of the
post-Deng era.?* Since Jiang Zemin still did not consolidate his political power, espe-
cially in terms of military, Deng appointed widely respected military officers such as
Admiral Liu Huaqing and General Zhang Zhen to support Jiang.?’ In this period it’s
clear that Jiang curried favor with the PLA when it came to the defense budget, senior
officer appointments, and cultivating relationships to consolidate his power?®. Therefore
the conservatives, especially the Chinese military, should be considered level II actors

from 1992 to 1994, especially in terms of high-politics.

The level II actors in both the 1989-1992 and 1992-1994 periods were more ideo-

logically conservative, especially those in power between 1989-1992.

In summary, the level II actors from 1989-1992 were more conservative in both po-
litical and economic arenas; from 1992-1994, the level II actors tended to be less con-
servative, especially toward economic issues. However, because Jiang Zemin needed
the support of the PLA, the level I actor of this time period was more radical with re-
gard to Taiwan Strait issues and security concerns in an attempt to fit the preferences of

the level II actors.
(5) Cross-strait policy of the United States

Traditionally, the United States tried to maintain the status quo between the ROC
and the PRC without direct intervention. In 1979, the United States established an offi-
cial diplomatic relationship with China. Since that time, the US has maintained “strate-
gic ambiguity” as dual deterrence in order to prevent conflict between Taiwan and Chi-

na. As the name suggests, the United States will not explicitly state whether the US will

» §F5F2 (Chih-Chia Hsu), “B/NEERFHA A LAY /MRS (Patterns of Foreign Policy Decision-
Making in Deng’s China),” /ZJ&FEE4/F55 (Issues and Studies), Vol. 37, No. 8 (Aug. 1998), p. 71.

24 gEghr (Chih-Chung Chang), “Wi FE BB A S8 HIAY - K R FE S8 5747 Bilateral Evaluations of and
Tactics in Cross-Strait Political Negotiations,” /ZJggE4/7 4 (Issues and Studies), Vol. 41, No. 1
(Jan./Feb. 2002), p. 39.

25 TZ (ST (Chien-wen Kou), FILEETLR AR EES: FfELEARE 178, 1978-2004 (The evolution of
the Chinese elite politics: the institutionalization and power transition, 1978-2004) (Taipei: Wunan
2005), pp.154-155.

26 Nan Li, “Top Leaders and the PLA: The Different Styles of Jiang, Hu, and Xi”, in Saunders and Sco-
bell ed., PLA Influence on China’s National Security Policymaking (Redwood City: Stanford University
Press 2015), p.123-125.
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come to the defense of Taiwan if China attacks. However, each time the US makes poli-
cy regarding its national interests concerning Taiwan and China, that policy is either
clarified or made more ambiguous. The US maintained an ambiguous position through-
out the mid-90s, but tiptoeing along the ambiguity and clarity scale hasn’t always pro-
duced the ideal effects.?’

Washington encouraged cross-strait development including indirect trade and hu-
man interchange in hopes that cross-strait exchanges and the growth of social and eco-
nomic cooperation might promote political reconciliation?®. On the 17th of August,
1982, the Reagan administration signed a communiqué that could be considered unfa-
vorable to Taiwan. They then made “six assurances” to Taiwan to clarify that the status
quo would not be changed®. The US consistently opposed change to the status quo
whether that change was initiated by Taiwan or China. The US encouraged improve-
ments in cross-strait relations through low-political exchange to reduce tension in the
region (which has been present for almost four decades). The US has so far refused to

become involved in cross-strait relations as a mediator.

Based on the five points above, the main game structure from 1988 to 1994 could be

drawn as follows:

A. The actors who are relevant to the main game structure discussed in this study are
defined by their preferences regarding two issues: cross-strait political status, and
views concerning Taiwan’s identity. The governments of both Taiwan and China
still consider themselves to be the true government of the only China, although
President Lee personally leaned in the direction of pursuing independence for Tai-
wan. After President Lee Teng-hui encouraged localization in his presidency, the
preference of Taiwanese level I actors slowly moved toward a vision of “The ROC
in Taiwan.” The preferences of the Taiwanese public also slowly moved in the

same direction.

27 Richard Bush, “The US Policy of Dual Deterrence”, on Steve Tsang ed., If China Attacks Taiwan:
Military Strategy, Politics and Economics, (London & New York: Routledge, 2006), p.39-40.

28 Ibid., p.33.

2 The six guarantees formal content was adopted by the US House of Representatives in 2016 comprising
the following: 1. We did not agree to set a date for an end to arms sales to Taiwan; 2. We see no media-
tion role for the United States between Taiwan and the PRC; 3. We will not attempt to exert pressure on
Taiwan to enter into negotiations with the PRC; 4. There has been no change in our longstanding position
on the issue of sovereignty over Taiwan; 5. We have no plans to seek revisions to the Taiwan Relations
Act; and 6. the August 17 Communiqué should not be read to imply that we have agreed to engage in
prior consultations with Beijing on arms sales to Taiwan. Source: H.Con.Res.88- Reaffirm the Taiwan
Relations Act and the Six Assurances as cornerstones of United States-Taiwan relations.
https://www.congress.gov/bill/1 14th-congress/house-concurrent-resolution/88/text
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B. Most of the actors in this period promoted indirect economic and human cross-
strait exchanges. Many of the KMT old guard that identified with the “non-
mainstream” faction were against contact with the communists. Their preferences
could be considered a more conservative approach, sticking close to the old “Three

Noes Policy.”
Fig. 2.

Chiang’s policy before 1986/
The KMT old guards

! et I | L' |
I [ [ s T
< ‘

Retake the Mainland Three Noes Policy Allow visits to China Semi-official exchanges “No haste, be patient”

The Lee administration
— Limitation from Level Il actor (intra-KMT politicians)
= Preference of the second level Il actor (Taiwan’s public opinion)

= = China

2-1-2. Main game structure of the late period (1996-2000)

This time block began with a great deal of tension due to Lee Teng-hui’s visit to
the United States. Cross-strait relations during the entire period continued to be quite
unstable. Lee’s visit provoked a strong response from Beijing: this formed the 1995-96

Taiwan crisis. The crisis damaged cross-strait relations and strained US-China relations.

Both Taiwanese and Chinese national leaders consolidated their political power

during this period. Though cross-strait relations were unstable, the international struc-
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ture was steady. The US maintained its position as the world’s only superpower, and the
international structure of the post-cold-war era held the same pattern as the end of the

former time block.

After the third Taiwan crisis, cross-strait relations continued to worsen despite
increased economic exchanges, particularly Taiwanese investments (Table 3). The Lee
administration proposed a new policy: “No haste, be patient”. This was intended to re-
duce economic dependence on China due to China’s hostility. China halted official con-
nections between the Straits Exchange Foundation (SEF) and the Association for Rela-
tions Across the Taiwan Straits (ARATS) and began preparation of the second Koo-
Wang Meeting. Transactional negotiations between SEF and ARATS began again in
1997,3% and the second Koo-Wang Meeting was held in 1998. These repaired quasi-
official channels were once again halted following President Lee’s proposal for a “Spe-
cial State-to-State Relationship” in 1999.

After the third Taiwan Crisis, the United States repaired its relationship with
China, and took several measures to try to manage the conflict between Taiwan and
China. When Lee proposed his conception of a special state-to-state relationship, pres-
sure was applied not only by China but also by the United States. The instability of

cross-strait triangle relations continued even after the first party alternation in 2000.

There was also a large scale worldwide financial crisis in this period: the 1997
Asian financial crisis. In Asia, the financial crisis caused severe damage to the econo-
mies of many countries, such as South Korea, Indonesia, Malaysia, Thailand and the
Philippines. The financial crisis served to promote regionalism and economic integra-
tion in this area, inspiring the ASEAN plus three (China, Japan, and South Korea) and
the proliferation of free trade agreements (FTAs) in East Asia. These developments led
high-politics in this region to play a more important role because they required state-to-

state agreements>!.
(1) Political environment in Taiwan

In 1995, President Lee’s visit to the US provoked a radical reaction from China,

which triggered the third Taiwan Crisis. As the crisis reached its end phases, Taiwan

SO ITIEE A FEZ &€ (Mainland Affairs Council of the Executive Yuan), i 5 & K4 E (Overview
of cross-strait meetings), http://www.mac.gov.tw/ct.asp?xItem=60615&CtNode=6184&mp=102 (Sep. 09,
2016)

31 Christopher M. Dent, “Taiwan and the New Regional Political Economy of East Asia”, The China
Quarterly, No. 182 (June 2005), pp. 385-406.
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held its first direct presidential election, with President Lee winning the re-election and
becoming the first directly elected president of the ROC.

This election was an important milestone in Taiwanese democratization. Lee’s vic-
tory indicated his consolidation of political power. Two groups of independent candi-
dates (including Lin Yang-kang/Hau Pei-tsun and Chen Li-an/Wang Ching-feng) broke
away from the Kuomintang. Lin Yang-kang and Hau Pei-tsun were political rivals of
Lee Teng-hui within the KMT. Lee gained 54% of the total votes, which showed that
his political lines, especially democratization, were widely supported by Taiwanese vot-
ers. The 95-96 crisis is also believed to have been an important factor in Lee’s victory.
It is even believed to have benefited the DPP in the 1997 local elections™.

By his third term®}, Lee had further consolidated his political power within the
KMT; the DPP and KMT’s intra-party opposition** movements still weren’t considered
to be a threat in terms of major elections. Lee could therefore carry out his agenda with-
out obstruction®>. The Lee administration was able to pursue cross-strait policies with
more force during this late period. They did not promote further cross-strait exchanges;
instead they restricted them, trying to prevent economic dependence on China. By pro-
posing the “special state-to-state relationship” and other policies, the Lee administration
emphasized the de facto relationship between the two sides and revealed the preferences

of the Lee administration toward Taiwan nationalism.

The preferences of the Taiwanese level I actors could be summarized thus: the posi-
tion of the Lee administration in the main game was set by its actions and policies in

Lee’s second presidential term.
(2) Level II actors in Taiwan
In 1994, the presidential elections of Taiwan were decided through direct election.

The KMT, as the ruling party, also dominated the Legislative Yuan. The Taiwanese

domestic game was thereafter focused on the major elections and public opinion.

32 Czeslaw Tubilewicz, “Cross-Strait Unification Strategies”, in Czeslaw Tubilewicz ed., Critical Issues
in Contemporary China (London & New York: Routledge, 2006), p.243.

33 Lee’s first term as successor of Chiang Ching-kuo was from 1988-1990, his second term was from
1990 to 1996 and the third term was from 1996 to 2000.

3% In this period mainly Lee’s former allied: James Soong,

35 Su Chi, the former chairman of the Mainland Affairs Council mentioned that in his second term of
presidency, Lee carried out his will without obstruction, and without even engaging in discussion with his
cabinet, from the Interview with the Author (Mai 2, 2013).
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In the later period of his presidency, Lee Teng-hui experienced continued political
struggles within the KMT, this time against James Soong, the Governor of the Taiwan
Province. Soong was one of the most important of Lee’s allies during the intra-KMT
political struggles with the “non-mainstreams.” Soong and his team from Taiwan’s pro-
vincial government became the new definition of “non-mainstreams” in the late 1990s.
These later political struggles could not shake Lee’s political power. Therefore, the au-
thor defines public opinion as the main level II actor for this time period. Similar to the
earlier period of Lee’s presidency, the opposition party was not a threat to the political
power of the KMT in the Legislative Yuan and National Assembly, although the DPP

won the 2000 presidential election.

There was a significant change in national identity during this time block. The pro-
portion of people who identified as “Taiwanese” increased (see Table 1.). Attitudes to-
ward the independence-unification issue did not change a lot; however, it is quite clear
that the support for “unification” and “no comment” was reduced, while those selecting
“independence” and “maintain status quo” increased (see Table 1). A high proportion of
Taiwanese people also held the opinion that the Chinese government was unfriendly to

Taiwan.

As can be seen in Table 2, the people of Taiwan placed importance on enlarging the
international space®® of Taiwan. This phenomenon also supports the idea that “Taiwan

as a political entity” is supported by the Taiwanese public.
(3) Political environment in China and Chinese level II actors

As mentioned before, after Deng Xiaoping’s retirement in the year 1992, Jiang Ze-
min became the supreme leader of the Communist Party of China. Due to the form of
government, which had been institutionalized by Deng Xiaoping’s political reform, the

intra-CPC factions or politicians remained the only Chinese level II actor in this period.

Political giants were replaced by a collective leadership comprised of literati that
did not have the military experience that the revolutionary leaders of Mao’s generation
had. Thus, those involved in security policy early in this period were likely to defer to

decisions made by the uniformed military®’. As mentioned above, Deng placed high-

36 Since the diplomatic defeats during the cold war, Taiwan tried several ways to enlarge its effects in
international affairs. For example: more official relations with other countries; rejoin the United Nations;
tries for more international participation including join international organization.

37 Richard C. Bush, The Perils of Proximity: China-Japan Security Relations, (Washington DC: Brook-
ings Institution Press, 2013), p. 93.
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ranking military officers in a position to assist Jiang to control the military; this was his
political legacy after his retirement. These officers were the main intra-party political
power able to effect Jiang’s policy-making toward sensitive high-politics, especially

when they involved security and military issues.

The 15th CPC National Congress in the year 1997 indicated the consolidation of
Jiang’s political power. In the 15th CPC National Congress, the new generation of gen-
erals replaced the elder senior generals and Jiang called for reform of the PLA’s struc-
ture. These actions indicated that Jiang had consolidated his position as the leader of
military®®. After 1997, the PLA did not enjoy representation in the Politburo Standing
Committee, which is the main organization that makes decisions regarding China’s
Taiwan policy. Despite this, the PLA still found several different channels through
which it could stay involved in China’s Taiwan policy®®. Jiang’s theory of “The Three
Represents,” which was first proposed in the year 2000, was ratified in 2002 at the 16th
CPC National Congress. This event also confirmed his authority within the CPC.

However, even though Jiang had consolidated his position as the leader of Chinese
military, there were no more political strongmen in China after the death of Deng Xiao-
ping. This meant the collective leadership still played the highest guiding role in Chi-
nese politics due to Jiang's lack of prestige. Accordingly, Jiang’s consolidation of politi-
cal power reduced the decision-making role and influence of the Chinese military in the
Politburo. Jiang still more or less needed the support of the PLA. The main debate in
cross-strait politics was a question of “political entities.” China would not really make a
concession in this area, although the consolidation of Jiang’s power might have dimin-

ished China’s reactions toward Taiwan’s cross-strait policies.

By 1998 and 1999, a new round of power transitions had begun in the Chinese gov-
ernment. The 9th National People’s Congress elected Hu Jintao, a technocrat hand-

picked by Deng Xiaoping to be the successor of Jiang Zemin®’, to the office of vice

38 David M. Finkelstein, “China’s national military strategy”, in James C. Mulvenon, Richard H. Yang
ed., The People’s Liberation Army in the Information Age (Santa Monica: Rand, 1999), p.141.
http://www.rand.org/pubs/conf_proceedings/CF145.html

39 Bonnie Glaser illuminated ten possible channels through which the PLA can influence China’s Taiwan
policy: institutional representation, intelligence and research, military procurement, military exercises,
official statements, defense white papers and other official documents, media exposure, informal mecha-
nisms, cultural and social exchanges, and military-to-military exchanges with third countries. Source:
Bonnie Glaser, “The PLA Role in China’s Taiwan Policymaking”, op. cit., p.166-189.

40 Willy Wo-Lap Lam, Chinese Politics in the Hu Jintao Era: New Leaders, New Challenges, (London &
New York: Routledge 2006), pp.7-10.
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president in 1998 and he became vice chairman of the Central Military Commission in

1999. He later took over as general secretary of the Chinese Communist Party in 2002.
(4) Attitude of the United States toward cross-strait issues

William J. Clinton took office in January 1993 and remained until 2000; unlike his
predecessor, the new president of the United States did not pay a great deal of attention
to foreign policy. During the period of the Clinton administration, the US confronted
China. China was not receptive to American policies. The Clinton administration did
not back the legacy of the Bush administration, and it did not express firm ideas about
US-China issues.*! However, the US-China relationship faced several difficulties in this
period including human rights issues, most-favored nation treatment from the US to
China, and perhaps more importantly the collapse of the Soviet Union. The latter led the

US and China to be less important to each other when it came to issues of security*?.

Clinton experienced a so-called divided government for most of his presidency, be-
ginning with the 1994 mid-term elections. Congress urged the administration to take
more pro-Taiwan policies. This had little effect on Taiwan policy. It did, however, en-
courage the Clinton administration to allow Lee’s private visit*.

In summary, the main game structure of the late Lee period could be drawn as fol-

lows:
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When compared to the beginning of the Lee era, both Taiwanese level I and level 11

actors shifted toward independence; the position of China stayed relatively moderate.

4! Nancy Bernkopf Tucher, “The Clinton Years: the problem of Coherence,” in Ramon H. Myers, Mi-
chael C. Oksenberg and David Shambaugh ed., Making China Policy: Lessons from the Bush and Clinton
Administrations (Lanham: Rowman&Littlefield, 2001), p. 45-46.

42 Lowell Dittmer, “Triangular Diplomacy Amid Leadership Transition,” in Peter C. Y. Chow ed., The
“One China” Dilemma, (New York: Palgrave Macmillan 2008), p.181.

43 Peter Nan-shong Lee, “Jiang Zemin versus Lee Teng-hui: Strained Mainland-Taiwan Relationship,” in
Maurice Brosseau, Kuan Hsin-chi and Y. Y. Kueh ed., China Review 1997 (Hongkong: The Chinese
University Press: 1997). p.116-117.
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2-2. Hypothesis regarding cross-strait games in this era

According to the main game structure, the development of cross-strait relations
during this time block shows patterns of the following, which would later be examined

in case studies:

(1) The preferences of the Lee administration’s mainland policy are in line with its

“main level II actor.”

Political struggles within the KMT and democratization were important political is-
sues in Lee’s early presidency. As a minority in the KMT, Lee might have followed the
preferences of the other mainland cooperators in terms of cross-strait issues; when the
domestic game shifted toward major elections, Lee naturally followed the preferences

of public opinion.

(2) It is believed that when there were more political purposes involved in cross-strait

issues, it became more difficult to reach cross-strait cooperation.

Due to the huge gaps in ideology across the Taiwan Strait and the zero-sum game
involved in independence/unification issues, cross-strait issues with increased political
relevance also faced increased chances of rejection from the Taiwanese level II actors to

the policy of Taiwanese government.

(3) Regarding the “double limitation” assumed by the author in the hypothesis of the
theoretical framework, the level II actors often influenced the decision-making of
the level I actors since the needs of domestic politics are urgently relevant to the
level I actor, particularly when related to their political power or an impeding power
transition. The United States would only be active when a conflict was triggered or

the situation seemed likely to escalate.
(4) After democratization, Taiwanese level II actors might lead the changes in cross-

strait relations, while the Chinese level II actor might influence the degree of radi-

calism in China’s reaction.
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2-3. Case studies of the Lee Teng-hui era
2-3-1. Early period (1988-1994)

In this section, the author will discuss the cross-strait two-level games during this

time block through an analysis of selected cross-strait events.

The cases in this study can be defined as follows: The author focuses on significant
issues such as the establishment of semi-official organizations which focused on cross-
strait exchanges. This kind of case also includes many small events which normally did
not occur at the same time. For example, the establishment of the semi-official organi-
zations actually includes several different events, from the legislative process to the
formal establishment of the organization. These events will be discussed as one case in
this study.

The following are the cases which the author selected in order to analyze the influ-

ences of domestic politics:
(1) Changes in the KMT/ROC’s mainland policy (1988-1991)

After the hijacking incident in 1986, the Taiwanese policy toward the mainland
gradually changed. The changes to mainland policy between 1988 and 1991 include the
following:

A. The KMT adopted “Current mainland policies” in its thirteenth national con-
gress (July 1988): the mainland policies of the KMT became more flexible (in
terms of political issues, the three noes only existed in governmental con-
tacts**). Economic, social and cultural approaches to reclaiming the mainland
arose. These approaches also meant a relaxation in cross-strait non-
governmental exchanges. As acting president, Lee Teng-hui won the chairman
election for congress. During this time, the political struggles between Lee and

other KMT politicians also began.

# Linjun Wu, “Limitations and Prospects of Taiwan’s Informal Diplomacy,” in Jean-Marie Henckaerts
ed., The International Status of Taiwan in the New World Order: Legal and Political Considerations
(London: Kluwer Law International, 1996), p.46.
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The adoption of National Unification guidelines and the establishment of the
National Unification Council (1990-1991): After the Wild Lily movement,
President Lee assembled a national affair conference (B2 & ). Changes to
cross-strait relations were one of the main demands of the demonstrators alt-
hough the conclusions of the conference were mainly related to constitutional
reform. Lee hereafter established the national unification council (October 7,
1990) and started to draft national unification guidelines. These guidelines
were adopted on March 14" 1991. The young DPP also joined the develop-
ment process. The contents of the guidelines were much more specific than the
“Current mainland policies” of two years previously. In the National Unifica-
tion guidelines, several significant principles were emphasized: the two sides
across the strait were considered equal political entities; the final unification
with China should respect the rights and interests of Taiwanese people, protect-
ing their security and welfare, and ensuring human rights in keeping with de-
mocracy and nomocracy. The National Unification Council also set up a three-
stage process as the premise of unification. When the three stages were com-
pleted, negotiation for unification would be possible. Due to the premise of
unification being based on democracy and nomocracy, inclusion of this princi-
ple was tantamount to setting up obstacles to the final unification with the

communist China.

The National Unification guidelines could be seen as a compromise between the

mainstream and non-mainstream groups*. Although DPP politicians also joined the

council, unification was the only end-result proffered by these guidelines. DPP politi-

cians, such as the President Chen Shui-bian*®, critiqued this feature at a later date. Once

4 John Q. Tian, Government, Business, and the Politics of Interdependence and Conflicts Across the
Taiwan Strait (New York: Palgrave, 2006), p.23.

46 Sheng Lijun, China and Taiwan: Cross-Strait Relations Under Chen Shui-bian (London: Zed Books
Itd., 2002), p.54.
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again the domestic game within Taiwan still consisted of the political struggles between
the pro-Lee mainstream and anti-Lee non-mainstream within the KMT party. The Tai-
wanese win-set took shape under the context of this compromised consensus within the

ruling party as shown in Fig. 5.

Fig. 5.
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The Fig. 4 which the author also indicated the change of Taiwan’s win-set of cross-
strait exchanges in this issues since the consensus within the KMT has been build, the

KMT decided to allow non-official exchanges with China.

When additional articles were included in the constitution of the ROC in 1991, the
ROC government no longer viewed the PRC as a rebel group. The debate regarding the
one-China principle would also become the main disagreement between Taiwan and
China due to Taiwan’s emphasis that the two sides were two equal political entities. The

change of win-set could also be described with Fig. 5.

(2) Establishment of authorities and semi-official organizations for
cross-strait issues

As mentioned above, the mainland policies of the KMT maintained that the Three
Noes policy would govern governmental relationships between Taiwan and China. Alt-
hough secret chamber meetings and secret envoys were often used in cross-strait nego-

tiations at that time*’, institutional channels were still needed. As non-political exchang-

47 In 1988 and 1989, the Chinese government tried to establish non-official channels through third-party
agents to connect with the Lee government. After Lee won the presidential election in 1990, he started to
build an informal and personnel communication channel with his Chinese counterparts. These third par-
ties included prominent foreign scholars, Taiwanese businessmen, Lee Teng-hui’s trusted aides and even
Lee Kuan Yew and Singapore. From Chung-Chian Teng, “Conflict Management in East Asia”, in Jacob
Bercovitch, Kwei-Bo Huang and Chung-Chian Teng ed., Conflict Management, Security and Intervention
in East Asia: Third-party mediation in regional conflict (London & New York: Routledge, 2008) p.45-46.
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es across the Taiwan Strait became more frequent, the need for dedicated organizations
for cross-strait exchanges also emerged. The National Unification guidelines that ap-
plied to the first stage of cross-strait interactions included the establishment of these

kinds of agencies.

In November 1987, the Executive Yuan established a task group called “the Inter-
Agency Mainland Affairs Committee" to deal with related affairs. This served only as
an informal organization. In 1990, the Organization Act was proposed and it was passed
in the beginning of 1991. The Mainland Affairs Council was established on 28" Janu-
ary, and it was to become the main body of the Taiwanese government responsible for
cross-strait affairs. Its Chinese counterpart, the Taiwan Affairs Office of the State

Council, was formed early in 1988.

Semi-official organizations were also established during this time. In March 1991,
the Strait-Exchange Foundation (SEF) was established and played a role as the only in-
termediary body functioning in cross-strait relations. The competent authority was the
MAC of the Executive Yuan. In December of that year, the Association for Relations
Across the Taiwan Strait (ARATS) was also established by China as a counterpart to
interact with the SEF.*® As was already mentioned above, Taiwan’s win-set involved
the promotion of cross-strait non-political exchanges (in the field of low-politics). Chi-
na’s attitude toward this issue is that it would also establish similar organizations in or-
der to handle Taiwan affairs, although Chinese politics were still controlled by the con-
servatives who took power after the Tiananmen incident. Compared with the period be-
fore the incident, it seems that China did not make many policy changes toward cross-

strait issues.

The win-sets of Taiwan and China obviously overlapped regarding this issue. Con-
sensus could be reached in cross-strait strait relations at that time, namely toward prac-

tical issues.

In this case, the win-sets of the two sides toward political issues could be seen as

follows:

48 Strait Exchange Foundation, “History of the SEF.”
http://www.sef.org.tw/ct.asp?xItem=48843 & CtNode=3987&mp=300
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(3)The 1992 Hongkong Meeting, the Koo-Wang Meeting and the
“Consensus” on one-China

Although Taiwan’s mainland policies attempted to restrict cross-strait interactions to
non-political issues, politics are difficult to avoid. For this reason, the Koo-Wang Meet-
ing* (and a series of pre-operations and pre-meetings) was one of the most important
events influencing cross-strait issues during this time block. In this case, the win-sets of

the two sides toward political issues could be seen as follows:

Fig. 7.
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On 8" January 1992, ARATS invited the SEF to visit Beijing in an effort to enhance
communication and exchange opinions with regard to cooperation between the two qua-
si-official organizations. In August of that year, Wang invited Koo to arrange a meeting
between the two chairmen. The same year, from 26™ to 29" October, SEF and ARATS
held a pre-meeting in Hong Kong. According to a previous requirement from China, the
one-China principle had to be on the agenda. However, because “One China” was inter-
preted quite differently by Taiwan and China, and because China demanded that its def-
inition of “One China” should be written into the agreement, no conclusion could be

reached in that meeting. After an exchange of several messages, ARATS decided to

49 From April 27-29,1993, a meeting between SEF chairman Koo Chen-fu and ARATS Chairman Wang
Daohan took place in Singapore. This was the highest level cross-strait negotiation since 1949. Four
agreements were signed in order to promote non-high-political exchanges and to handle maritime/fishing
issues. From MAC http://www.mac.gov.tw/public/Data/042314455371.pdf
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make a concession and agreed that the one-China principle could be agreed upon ver-
bally, and that the details could be negotiated later, even if China’s stance was consist-
ently against the statement of “two entities” as was supported by Taiwan>®. Both sides
did not dispute the one-China principle and the Koo-Wang Meeting was held in Singa-
pore in 1993.

In this case, the win-sets of Taiwan and China did not overlap. Resolution of this
conflict was put off through a dispute-shelving approach. This approach allowed the
Koo-Wang Meeting to continue. Since then, the “92 consensus” has become a major
debate in Taiwan: Was any consensus ever reached in 1992 after the Honking Meeting?
At least in this case, the win-sets of both sides temporarily enlarged and thus conclusion

was reached at the Koo-Wang Meeting.

It seems that the zero-sum nature of cross-strait relations didn’t really influence the
establishment of semi-official organizations and cross-strait meetings in this period. The
win-sets between Taiwan and China even overlapped to some degree during the meet-
ings in Hong Kong and Singapore. The pragmatic dispute-shelving approach was a cru-
cial factor in completing the meetings, but the sub-game is still seen as zero-sum game.

Both sides insisted on their own “one China policy.”
(4) Policy of “pragmatic diplomacy”

Although shelving the dispute regarding the one-China principle allowed the Koo-
Wang Meeting to proceed, the disagreement was not resolved. Another battlefield of the
one-China principle was diplomacy. Taiwan longed for more international relationships,
namely international spaces, and this became another source of cross-strait confronta-
tion>!. Lee’s active promotion of pragmatic diplomacy also triggered the third Taiwan
crisis in 1995/1996.

After the avalanche of diplomatic defeats starting in the 1970s, the foreign policy of
the Chiang Ching-kuo administration turned defensive; it no longer held the rigid atti-
tudes of the Chiang Kai-shek period. The new foreign policy was called “flexible di-
plomacy.” In general, the Chiang administration paid more attention to domestic issues,
while the international profile of Taiwan was maintained through trade and informal

relations. Only 13 countries maintained official diplomatic relationships with Taiwan by

50 Mainland Affairs Council, CHRONOLOGY (1992),
http://www.mac.gov.tw/ct.asp?xltem=67748 &ctNode=6605&mp=3 (11.09.2009)
5! From 1988 when President Lee took office until the end of the Chen Shui-bian period, namely 2008.
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the end of the Chiang era.>? Lee Teng-hui followed Chiang’s foreign policy but with
more flexibility and more acknowledgement of the political reality. This pragmatic di-
plomacy was similar to his response to the Taiwanese public; Lee separated Taiwan and
China into two political entities and focused on informal ways to participate in interna-

tional affairs’>.

Cross-strait exchanges increased through the third Taiwan crisis, although several
incidents held serious sway over Taiwanese public opinion, especially the Thousand
Island Lake Incident>*. Taiwanese investment in China grew heavily in the early 1990s,
growing to several times its size at the beginning of cross-strait exchange.>> However,
Taiwanese public opinion (Table 2) confirmed a desire to improve foreign policy and

enlarge international space.

Lee’s foreign policy to promote his “pragmatic diplomacy” and also to emphasize
that “Taiwan and China are two equal political entities” could be seen as a shift in the
Lee administration’s win-set. They turned away from China’s expectations, especially
when compared with Chiang Ching-Kuo’s era. The intensity of China’s reaction de-
pended on diplomatic issues. The more diplomatic gains Taiwan made, the more radi-
cally China reacted. The diplomatic activities of Taiwan normally involved issues of

Taiwan’s national status, which caused fierce reactions from China.
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52 Jie Chen, Foreign Policy of the New Taiwan: Pragmatic Diplomacy in Southeast Asia, (Cheltenham:
Edward Elgar, 2002) p.6.

53 Kwei-Bo Huang, “Taiwan’s foreign policy and international space,” in Gunter Schubert ed., Routledge
Handbook of Contemporary Taiwan (London & New York: Routledge, 2016), p.465.

54 The Thousand Island Lake incident occurred on March 31, 1994. Twenty-four Taiwanese tourists, 2
tour guides and 6 Chinese ferry crewmen were killed in a robbery in Qiandao (or “Chientao,” Thousand
Island) Lake; the incident was believed to be due to hostility between Taiwan and China associated with
the Tiananmen incident. From: Shelley Rigger, “Trends in Taiwan: A Political Perspective,” in Bih-jaw
Lin and James T. Myers ed., Contemporary China in the Post-Cold War Era (Columbia: University of
South California Press, 1996), p.157.

55 In 1988, Taiwanese investments in China were approximately US $420 m capital, 335 cases; in 1994,
that number rose to US $5520 m capital and 5602 cases. By mid-1994, approximately 15000 Taiwan-
invested factories and establishments were in China, with US $4 billion in new investment under contract
from the first five months in 1994. Source: Xiangming Chen, “Taiwan Investments in China and South-
east Asia: “Go West, but Also Go South”,” Asian Survey, Vol.36, No. 5 (May 1996), pp. 449-451.
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2-3-2. Late Period (1995-2000)
(1) Lee’s visit to the US, and the 1995-96 Taiwan Crisis

The 95-96 crisis shows that the zero-sum feature of cross-strait political issues and
possible escalation continued to develop under Lee’s pragmatic diplomacy. In 1995,
President Lee traveled to the United States and delivered his famous speech at Cornell
University, his alma mater. The visit was a part of Lee’s pragmatic diplomacy, which
continued the diplomatic policy of the Chiang Ching-Kuo era. This trip infuriated China
and triggered the third Taiwan Crisis. This action seriously damaged cross-strait rela-
tions which had been positively building somewhat steadily since the end of the 1980s
(despite the frustrations of 1994).

Before Lee’s US Visit, Jiang Zemin delivered his “Eight-Point Proposal” on 30%
January 1995. In this speech, Jiang again announced that China firmly adhered to the
one-China principle and opposed Taiwan’s attempts to expand its international space>®.
A few months later, Lee Teng-hui answered Jiang with his statement of “Lee’s Six
Points” on 8" April 1995, which emphasized the peaceful exchange and the de facto
separation across the Taiwan Strait.”” When President Bill Clinton took office in 1993,
the US took a relatively moderate stance on Taiwan policy. As a result of pressure from
the US Congress and Taiwan’s lobbying efforts, the Clinton administration allowed Lee
Teng-hui’s visit to the US.

The speech that Lee made at Cornell University during his visit aroused serious ob-
jection in China. In addition to strong protests and warnings to the US, China also is-
sued a series of rhetoric and military threats against Taiwan. In late 1994, China had
already performed several military exercises in the Taiwan Strait; this time, China rede-
ployed their missile forces so that their range encompassed all of Taiwan. China adopt-
ed this two-pronged strategy in response to Taiwan’s pragmatic diplomacy. After Lee’s
visit to Cornell, China announced an intent to begin missile tests in regions near Taiwan
in July 1995.

China's military exercises during this crisis can be divided into two stages. The first
stage spans from July 1995 to the end of that year, and the second includes the large-
scale maneuvers beginning in March 1996. After the first missile tests and exercises,
China announced that they would be performing a second exercise in August. In the

second half of 1995, China held large-scale exercises and military demonstrations in the

56 Taiwan Affairs Office of the State Council PRC, Jiang Zemin’s Eight-Point Proposal,
http://www.gwytb.gov.cn/en/Special/Jiang/201103/t20110316_1789198.htm
57 Sheng Lijun, China’s Dilemma: The Taiwan Issue, (London: 1.B. Tauris 2001), p.105.
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Yellow Sea, which coincided with Taiwan’s legislative election on 2" December. Thus,
these exercises had a dual purpose: to demonstrate China’s military power and to use
the official Chinese media to warn separatists and protest Lee’s invitation to the US and
the US violation of the Three Communiques. The other purpose was to disrupt Taiwan’s

legislative election.

A missile test and two other large-scale military exercises in March 1996 presented
another attempt to interfere with Taiwan’s elections, this time a presidential election
(23 March).

Early in the crisis, the US made only mild responses to China’s aggressive actions.
However, as the scope of China’s military exercises grew, the US response was increas-
ingly firm in order to prevent escalation of the conflict. Finally, in March 1996, when
China conducted more missile tests in an attempt to disrupt Taiwan’s presidential elec-
tion, the US dispatched two aircraft carrier battle groups to the Taiwan Strait for direct
intervention. During the second stage, the US responded more intensely. In addition to
taking a firm stance towards Chinese officials, they also deployed carrier battle groups
into the Taiwan Strait to monitor China's military exercises and control the situation.
After the two battle groups entered the strait, the US did not intensify their response,
and China’s military exercises began to taper off>*. By the end of March, China’s vari-
ous military maneuvers had ended, and Taiwan’s presidential election was successfully

completed.

The interactions among China, Taiwan, and the US during the third Taiwan Crisis
show that each country had their own set of domestic political situations to consider.
Taiwan’s pragmatic diplomacy and efforts to rejoin the international community had
provoked strong discontent in China since Lee took office, whereas the US Congress
pressured the administration to support Taiwan, despite the fact that a non-binding reso-

lution couldn’t actually offer substantial support to Taiwan.

The win-sets in this case could be drawn as follows:

¥ TR (Lucian T. H. Hsu), ““NERMERYFE# 2 — B8 IS5 EIAE 1995-96 G IEERATEHT
TE{T By (Irrational Balancing? — The Review of the US Military Intervention during the 1995-96 Taiwan
Strait Crisis),” FLZFAEZ#T (Soochow Journal of Political Science), Vol. 27, No. 1 (2009), pp. 155-
198.
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The importance of international space could be found in Table 2. Most Taiwanese
people felt that developing foreign relationships and international participation was
more important than cross-strait relations. Although Lee’s pragmatic diplomacy became
one of the causes of the cross-strait military conflict, in 1998 over 60% of the Taiwan-
ese public still supported pragmatic diplomacy, while less than 20% opposed it. Around
60% of Taiwanese people preferred to develop foreign relationships even if it would
cause tension across the Taiwan Strait. In other aggressive diplomatic goals, over 80%
of the Taiwanese public wanted Taiwan to become a member state of the United Na-

tions again.

Not long after the US announced their consent to Lee’s visit, China’s Ministry of
Foreign Affairs proclaimed that cross-strait relations and the second Wang-Koo summit
would not be affected. Yet twenty days later, they canceled the second Wang-Koo
summit and began implementing rhetoric and military threats. It has therefore been
speculated that in addition to waiting for reactions from Taiwan and the US, the leaders

in Beijing were also pursuing internal consensus during this twenty-day period™.

Both level II actors played significant roles in this event. The US limited both China
and Taiwan; however, China’s aggressive action moved across the red line, which re-
sulted in China being pulled back by the United States. Lee’s pragmatic diplomacy
gained wide support from the Taiwanese people even after the conflict. Therefore, this

line of Taiwanese foreign policy continued developing in Lee’s presidency.

(2) Lee’s policy of “No Haste, Be Patient”

59 Chen-Yuan Tung, Beijing Still Awaiting Response from Taipei, Lianhe Zaobao (August 6. 1999).
http://www3.nccu.edu.tw/~ctung/Documents/a69.doc
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The economic relationship across the Taiwan Strait grew progressively from the
1980s onward. Taiwan’s economic dependence on China increased rapidly, as Taiwan-
ese investments in China grew to several times their original size within a few years®
(Table 3). Yet hostility from China continued, so the Lee administration also began to

promote its “southern” policy®!, which encouraged investment in Southeast Asia.

After the 95-96 crisis, Lee proposed his new direction in cross-strait policy which he
called “No Haste, Be Patient” on 14" September 1996. This was an attempt to reduce
the movement of Taiwan’s capital to China. Similar conceptions could be tracked back
to late 1994, when the Lee administration tried to encourage Taiwanese investments in
Southeast Asia in order to prevent increased political pressure from the Chinese gov-
ernment, made possible through Taiwanese investment. The Thousand Island Lake in-

cident may have boosted the KMT government’s campaign®?.

Lee’s policy of “No Haste, Be Patient” mainly restricted the investments of high-
tech firms, which represented capital of more than 50 million US-dollars and infrastruc-
ture projects. This policy was not only based on concerns of economic dependence and
security but also because of public opinion. A survey in September 1996 revealed that
around 50% of respondents believed that the economic exchanges and Taiwanese busi-
nessmen were used by the Chinese government to pressure the Taiwanese government
into making concessions that would hurt the Taiwanese economy®. Lee’s policy faced

opposition not only from business leaders but also from the public.

The opinion poll indicated that, for the most part, the Taiwanese public supported
Lee’s policy to slow down economic exchanges with China in 1996; however, from
1997 many Taiwanese people began to believe that the policy of “No Haste, Be Patient”
should be more revised (see Table 5). Table 5 also shows that the Taiwanese public

opinion kept its concerns of the possible negative effects from the economical exchang-

60 The proportion of Taiwan’s investments in China was 9.51% of all investments in 1991; in 1992, the
proportion grew to 21.78%. From 1993 to 2001 almost every year saw investments of more than 30%,
and in 2001 the proportion went over 50%, in 2010 it grew to 81.24%. Source: FHELFEIFFERE (Chung-
Hua Institution for Economic Research), “f& & 528 /11 BT FT  E R BV ME B b B s ZE 97—
DR FERyE By fi” (Investment Trend Analysis and research: research on changes in Taiwanese busi-
nessmen’s foreign investment trends and the effects of these changes - the case of investments in China),
g s @r (Investment Commission of the MOEA) (2013).

61 In 1993, ROC government began promoting investment in Southeast Asia in order to reduce the risk of
investments in China and to extend the political influence of Taiwan.

62 Shelley Rigger, loc. cit.

63 Mainland Affairs Council, Public opinion toward the issues related on cross-strait economic exchanges,
http://www.mac.gov.tw/public/mmo/mac/tab6.htm
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es with China. Taiwan people’s attitude of economical exchanges became gradually di-

verge.

Changes to Taiwan’s win-sets in terms of economic exchange are illustrated in the

following figure:

Fig. 10.

I , ; foendy 3
' J P—— 4

Retake the Mainland Three Noes Policy Allow visits to China “No haéte, be patient” Semi-official exchanges

------ The Lee administration
= Limitation from Level Il actor (Taiwan’s public opinion)
= = China

(3) Proposal of “Special State-to-State Relationship”

In 1998, tensions in the cross-strait triangle relationship were gradually reduced.
Both the Taiwan-China and US-China bilateral relationships were improved through the
second Koo-Wang Meeting and Clinton’s visit to China. Yet cross-strait relations faced
another crisis the following year. On 9" July 1999, in an interview with Deutsche
Welle, President Lee defined cross-strait relations as “a state-to-state relationship, or at
least a special state-to-state relationship” (also called “the two-state theory”). This pro-
voked a great uproar in all three main actors: China began vehemently criticizing Lee
within two days, Wang Daohan®* was planning to visit Taiwan, but Jiang canceled the
visit two weeks after Lee’s comment. Moreover, all semi-official exchanges and visits
by China’s Taiwan affairs officials were suspended until Taiwan’s presidential election

in March 2000. Cross-strait relations were again strained, along with military tension.

China did not engage in large-scale exercises near Taiwan as they had during the
third Taiwan crisis. This time, the primary approach was written attacks and psycholog-
ical warfare which were published by China through Hong Kong media®. China’s writ-
ten attacks subsided a little after the 921-earthquake hit Taiwan, but in October, news
regarding the Chinese military was frequently disseminated in Hong Kong media. These
articles introduced China’s military power, analyzed tactics for invading Taiwan, and

publicized the PLA’s resolute opposition of the two-state theory. Although China also

% Wang was still the chairman of ARATS at that time.
65 FEHRIE (Chen-Yuan Tung), 287 1/E#HS: 7B 1 F)F# (Taipei: Showwe, 2011), p.26.
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conducted several military exercises before Taiwan’s presidential election, the scope of

the threat to Taiwan was not as serious as it was during the missile crisis®.

As Sino-US relations eased after the 95-96 crisis, the US began engaging in preven-
tive diplomacy. The US restated to Taiwan that they would hold firm to the Three Noes
policy announced during Clinton’s visit in Shanghai®” and asked Taiwan to clarify Tai-
pei’s intentions. The US swiftly conveyed to Beijing that they did not support Taipei’s
position. They not only sent officials to Beijing to explain the US position several times
but Clinton also contacted Jiang via the hotline. The US even held back on sending air
defense military experts to Taiwan so as not to complicate the situation. Congress ex-
pressed views contradicting those of the administration, while the media reported both

support and opposition for Taiwan’s two-state theory®®.

In 1998, US congress passed a series of resolutions demanding that the US President
urge China to abandon the use of force even in the form of threat of force®®. After Lee’s
proposal, Congress passed a resolution which not only urged China to abandon the use
of force but also to stipulate that when Taiwan’s presidential election was to be held in
March 2000, the US administration should assist Taiwan in defense against Chinese
threats or attacks’®. Despite these resolutions, the US administration maintained the
three pillars of their policy (one China, peaceful resolution, and cross-strait dialogue)
and put pressure on Taipei to comply. Recalling the 1995-96 crisis, the decision of
armed intervention was made before Congress passed the resolution. These facts indi-
cate that the US’s cross-strait policies were still shaped by the White House and the

State Council instead of Congress’!.

Lee Teng-hui could no longer continue in office through the next presidential elec-

tion’2. As highlighted in the literature review, the timing of the power transition played

% The missile tests in 95-96 crisis were conducted extremely close to Taiwan and amphibious landing
maneuvers were performed near Taiwan’s outlying islands.

67'U.S. President Bill Clinton reiterated in Beijing on 30" June that the U.S. did not support independence
for Taiwan, or "one China, one Taiwan", or "two Chinas", or its membership in any international bodies
whose members are sovereign states. http://www.china-embassy.org/eng/zmgx/zysj/kldth/t36241.htm

8 Cheng-Yi Lin, “ T H57R VBRI RE 4 | 218 FEBE S ER FEAYEEE The US’s Cross-Strait Policies
Following the Proposal of Special State-to-State Relationship,” /247 /=R 1% ) 2T &
9 X Proceedings of Cross-Strait Relation Prospects in the New Century Academic Seminar (1999),
pp- 108-111. http://politics.ntu.edu.tw/pst/?post_type=Chinese&p=2545

% These resolutions are: 1. S. Con. Res. 107 (July 10, 1998); 2. H. Con. Res. 301 (July 20, 1998); 3. H.
Con. Res. 56 (March 23, 1999) and 4. S. Con. Res. 17 (April 12, 1999). Source: Ibid, p.121.

70 H. R. 2415 (July 21, 1999), Source: Ibid, p.121.

"Ibid, p. 121.

2 The President of the Republic of China could only be re-elected for one time. Lee Teng-hui had three
terms of presidency because of the first term (1988-1990) was only as successor of Chiang Ching-Kuo.
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a crucial role in the cross-strait two-level games, and Lee’s statement of a “state-to-state
relationship” was widely believed to be a major step to consolidate his legacy in terms
of China Policy. The Democratic Progressive Party gained significant benefits from this
incident in the 2000 presidential election’. President Lee had absolute power within
this time block, with no rivals either in his party or anywhere else in Taiwan. Thus,
Taiwan's internal games at this time were focused on the next power transition (the
presidential election) and public opinion, although political struggles still existed within
the KMT. The “two-state theory” was originally developed by an ad-hoc team which
also participated by Tsai Ing-wen in 1998. Lee commissioned the group to examine the
question of Taiwan’s sovereignty and cross-strait relations’®. The discussion and deci-
sion-making did not originate within his cabinet, but only from Tsai’s group”. This
event indicates that the win-set of Taiwan's level I actor may not have been in agree-
ment with the preferences of the KMT. In terms of level II actors, surveys of Taiwanese
public opinion indicated that the majority of the public supported Lee’s statement even

after Lee’s retirement (see Table 4).

1997 was a significant year for China’s internal relations. After the death of Deng
Xiaoping, Jiang Zemin consolidated his own political power at the 15th CPC National
Congress. These events may have influenced the decision-making of the Jiang admin-

istration, making it less aggressive.

This case again demonstrates the role that the United States plays as a limiter in the
cross-strait two-level triangle game structure. Lee’s statement was accepted in Taiwan-
ese public opinion, and public opinion was the only level II actor within Taiwan in this
period. Therefore this move, made within the win-set of the Lee administration, was not
restricted by Taiwanese level II actors. With the exception of preventive diplomacy, the
US administration also took a moderate stance in foreign policy toward China. Though
Taiwan actively attempted to change the status quo, the US restricted the action of Tai-
wan and prevented China from moving across the red line. China responded with a less-
er military threat but this may have been because the military had less influence with the
Politburo of China than it did in the former time block.

3 Jih-Wen Lin, op. cit., p.21.

4 Nancy Bernkopf Tucher, Strait Talk: United States-Taiwan Relationship and the Crisis with China,
Cambridge: Harvard University Press (2009), p.240.

75 From the same interview with Su Chi as Footnote 45. (Mai. 2, 2013)
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2-4. Lee Teng-hui era: A cross-strait relationship led by the needs of
Taiwan’s domestic politics?

“Whatever the people desire is always in my heart” (B2 FTaE {EFK /L) was the
most famous line from President Lee Teng-hui’s speech at Cornell University on 9
June 1995. Re-examination of the political events in the Lee era confirms Lee’s words,
at least from the time he began the democratization process and the struggle against the
non-mainstreams. The influence of the needs of domestic politics on his cross-strait pol-
icies seems obvious. From his securement of political power in the KMT, Lee’s policies
represented his personal stance as well as the preferences of most people in Taiwan.
This is evident in polls regarding Taiwanese identity. It’s also evident when examining
the tables presented in this chapter; there are clear preference changes. After adopting
the “Resolution on Taiwan’s future” on 7%-8" May 1999, the DPP also gained more
votes in the presidential election. Dittmer (2008) believed that both sides across the
Taiwan Strait preferred to engage in cross-strait conflicts for the benefit of domestic
constituencies rather than serious negotiations. The developments do demonstrate that
conflicts across the Strait indeed benefited the Lee administration in major elections.
It’s worth noticing that even though Taiwanese identity and preferences toward Tai-
wanese independence increased in this period, the majority of the Taiwanese people still
preferred maintaining the status quo. In other words, the KMT and DPP both moved to
a moderate stance in order to maximize votes. This phenomenon is evident when exam-

ining in the developments of this period.

As the author assumed in the theoretical framework, the other level II actors in the

cross-strait triangle relationship did not play as important a role as the Taiwanese level
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IT actor when it came to decision-making. It is, however, difficult to measure the influ-
ence of the Chinese level II actor, namely the intra-party faction, especially the military.
China’s reaction toward Taiwan’s actions tended to be less aggressive when Jiang Ze-
min consolidated his political power and position as leader of military. However, after
Lee Teng-hui’s 1999 statement regarding the special state-to-state relationship, China
still held several military exercises, even though their main approach was media attacks.
The preventive diplomacy of the United States also reduced the extent of China’s reac-
tion. In short, while China’s less aggressive reaction may have been related to Jiang’s
consolidation of political power, it is difficult to verify the cause of China’s less aggres-
sive reaction to the second incident. As Glaser (2015) claimed, there is no evidence that

the PLA has ever acted in contradiction to orders from the Chinese Communist Party.

These cases indicate that the US Congress did not exert heavy influence on US
cross-strait policies made between 1988 and 2000, even if the US Congress played a
significant role in allowing Lee’s visit. However, after Lee’s visit, the US congress did
pass several pro-Taiwan resolutions, though the US administration did not change its
cross-strait policies. The cross-strait policies of the US administration were fine-tuned
to manage the possible conflict, but their stance was consistent. The US offered a strong
reaction to the 95/96 crisis. This might be based on the Clinton administration’s lack of

familiarity with cross-strait relations.

In 1999 the US mainly restricted the actions of Taiwan; however its preventive di-
plomacy also reduced the chance of conflict escalation, thus also limiting China’s re-
sponses. While the Chinese military might have reacted radically during the 95-96 cri-
sis, the Chinese level II actor limited the actions of the Jiang administration. In Taiwan,
Lee’s policies were accepted by the Taiwanese public; therefore the limitations were
mainly external. The disagreement between Taiwan and China regarding the one-China
principle had never been resolved. Shelving the debate proved a useful approach to

promote negotiations, but only on low-political issues.

In conclusion, the changes in cross-strait relations in this era could be said to have
been mainly led by the needs of the Taiwanese level II actors. Radical attempts or ac-
tions were restricted by an external limiter - the United States - and the whole political
relationship was therefore kept stagnant. The most important Taiwanese level II actor
soon shifted from the intra-KMT politicians to the Taiwanese public due to democrati-
zation. Lee’s proposal for a “special state-to-state relationship” revealed how domestic
politics might effect cross-strait relations because President Lee became focused on the

2000 presidential election. An examination of Taiwan’s public opinion on low-political
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issues with China indicate the paradoxical attitudes of the Taiwanese people after the
“honeymoon period.” The Taiwanese public harbored concerns about the negative ef-
fects of cross-strait exchanges on national security and the economy but they also
sought the economic benefits that came from a closer relationship with China. Regional-
ism and economic integration might also have enhanced both the expectations and con-
cerns of the Taiwanese people because of Taiwan’s tenuous position in the international

aréna.
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Table

1:

Changes

tion/Independence issue’®

of Taiwanese

national

(1) Taiwanese National Identity (1992-2000)

identity/Trend

of Unifica-

Unit: %
Year Taiwanese Chinese Both Taiwanese Non Response
and Chinese
1992 17.6 25.5 46.4 10.5
1994 20.2 26.2 44.6 8.9
1995 25.0 20.7 47.0 7.3
1996 24.1 17.6 49.3 9.0
1997 34.0 19.2 41.4 53
1998 36.2 16.3 39.6 7.8
1999 39.6 12.1 42.5 5.8
2000 36.9 12.5 44.1 6.5
(2) Unification/Independence issue (1994-2000)
Unit: %
Year | Unification | Maintain sta- | Maintain Maintain Maintain status | Independence as
as soon as tus quo, move | status quo, status quo quo, move to- soon as possible
possible toward unifi- | decide at indefinitely | ward inde-
cation later date pendence
1994 (4.4 15.6 38.5 9.8 8.0 3.1
1995 |23 19.4 26.3 15.6 8.1 3.5
1996 |2.5 19.5 30.5 15.3 9.5 4.1

76 Source: =&

BEE N/ A SLE#EES ST (Trend Distribution of the identity of Taiwan People

toward Taiwanese/Chinese) (since 1992/6), B 77 BUA K EEEEENT52 5.0, (Election Study Center of the
National Chengchi University),
http://esc.nccu.edu.tw/course/news.php?Sn=166#
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1997 3.2 17.3 30.5 16.3 11.5 5.7
1998 (2.1 15.9 30.3 15.9 1.5 5.7
1999 |22 15.2 30.9 18.8 13.6 4.7
2000 | 2.0 17.4 29.5 19.2 11.6 3.1

Table 2: Cross-strait relations and foreign

relations as prioritized by public opin-

ion”’
* = when the two are in conflict with each other
Survey Date 1994/2 1994/4 1994/7 | 1994/10 | 1995/6* | 1995/6 | 1995/7* | 1995/7*
Priority to develop 19.1 13.8 20.7 13.7 18.0 7.5 54.4 32
cross-strait relations
Priority to develop 30.2 44.2 40.0 31.6 45.0 35.2 24.6 39
foreign relations
Equal priority to 26.1 26.9 13.3 36.6 15.0 43.8 - 10
both
No comment 24.7 15.1 25.7 17.9 22.0 13.5 21.0 19
Survey Subjects Taiwanese Taiwan- | Taiwan- | Taiwan- | Taiwan- | Taiwan- | Taiwan- | Taiwan-
public ese public | ese pub- | ese pub- | ese pub- | ese pub- | ese public | ese pub-

lic

lic

lic

lic

lic

77 Data source: Mainland Affairs Council, Executive Yuan, Republic of China, Comprehensive Analysis
of the public opinion toward mainland policy and cross-strait relations,

http://www.mac.gov.tw/public/Attachment/97711164340.htm
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Survey Date 1995/7 1995/7 1995/11 1996/2 1996/3 1996/8 1997/2 1997/2
Priority to 37.7 14.6 18.8 14.1 17.9 23 17.9 20.4
develop cross-
strait relations
Priority to 56.2 42.7 28.2 29.3 29.5 353 38.6 39
develop for-
eign relations
Equal priority - 20.8 16.2 43.7 41.2 383 37.3 22.3
to both
No comment 6.1 21.9 37 12.8 11.2 3.4 6.2 18.3
Survey Sub- | Taiwan- | Taiwanese | Taiwan- | Taiwan- | Taiwanese | Taiwanese | Taiwanese | Taiwanese
jects ese busi- public ese public | ese public public public public public
nessmen
in China
Survey 1997/8 1998/3 1998/4 1998/5 1998/7 1998/9 1998/10 1999/3
Date
Priority to 22.5 30.2 15.3 25.8 25.6 19.7 20.4 25.2
develop
cross-strait
relations
Priority to 30.8 46.1 26.4 28.9 29 38.9 37.8 29.3
develop
foreign
relations
Equal pri- 43.8 - 49.1 28.8 23.6 20 23.3 19.8
ority to
both
No com- 2.9 23.8 9.2 16.5 21.8 21.4 18.5 25.7
ment
Survey Taiwanese | Taiwanese | Taiwan- | Taiwan- | Taiwanese | Taiwanese | Taiwanese | Taiwanese
Subjects public public ese public | ese public | public public public public
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Table 3: Taiwanese investments in China (until 2000)’3:

Unit: US$ million, %

year

Data approved by Ministry of Economic
Affairs, Republic of China

Official Data from People’s Republic of China.

1991 | 237/147.16 3446/ 2783/ 844/ 30.33 (including data before 1991)
1992 | 264/ 246.99 6430/ 5543/ 1050/ 18.94
1993 | 1262(8067)/ 10948/ 9965/ 3139/ 31.50

1140.37 (2028.05)

1994 | 934/962.21 6247/ 5395/ 3391/ 62.85
1995 | 490/1092.71 4778/ 5777/ 3162/ 54.73
1996 |383/1229.24 3184/ 5141/ 3475/ 67.59

1997

728(7997)/ 1614.54(2719.77)

3014/2814/ 3289/ 116.88

1998

641(643)/ 1519.21(515.41)

2970/ 2982/ 2915/ 97.75

1999

488/ 1252.78

2499/ 3374/ 2599/ 77.01

2000

840/ 2607.14

3108/ 4042/ 2296/ 56.81

* Figures in () are lagged reports.

8 Source: WL ESET H# (Cross Strait Economic Statistics Monthly) 1991-2000, Mainland Affairs
Council, http://www.mac.gov.tw/lp.asp?CtNode=5720&CtUnit=3996&BaseDSD=7&mp=1
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Table 4: Taiwanese public opinion toward Lee’s statement of the “special state-to-

state relationship’

999

Date Survey Result Survey Unit Object/ Number of
Samples
7.10.1999- 7.11.1999 | Agree: 48.9% United Daily News Taiwanese Public/ 1012

Disagree: 29.6%
No opinion: 21.6%

7.12.1999

Agree: 56.1%
Disagree: 22%
Don’t know: 21.9%

TVBS Center of opinion survey

Taiwanese Public/ 814

7.13.1999- 7.14.1999

Agree: 60.9%
Disagree: 26.6%

Sun Yat-Sen Institute of Policy

Research and Development

Taiwanese Public/ 800

7.14.1999- 7.15.1999

Agree: 43%
Disagree: 18%
Don’t know: 20%

Focus Survey Research

Taiwanese Public/ 1029

7.14.1999- 7.15.1999

Agree: 73.3%
Disagree: 17.3%
Don’t know: 9.4%

Survey Center of Trendgo consult-

ant Co.,Ltd.

Taiwanese Public/ 1103

7.15.1999

Agree: 45.9%
Disagree: 26.5%
No opinion: 27.6%

United Daily News

Taiwanese Public/ 843

7.16.1999- 7.17.1999

Agree: 55.2%
Disagree: 23.4%

Opinion Survey Foundation

Taiwanese Public/ 1009

7.17.1999- 7.18.1999

Agree: 57.3%
Disagree: 27.5%

Central Policy Committee of

Kuomintang

Taiwanese Public/ 1376

7.19.1999- 7.20.1999

Agree: 78.4%
Disagree: 15.3

Business Weekly

Taiwanese Business

Managers/ 587

" Source: J/\+/\FEERREWEE " FIANEIELER % , #YE L (Public opinion regarding the “spe-
cial state-to-state relationship” in 1999), Mainland Affairs Council,
http://www.mac.gov.tw/public/Attachment/9771117977.htm
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No opinion: 6.3%

7.23.1999- 7.24.1999

Agree: 55.8%
Disagree: 24.1%
No opinion: 20.1%

United Daily News

Taiwanese Public/ 995

8.5.1999

Agree: 81.8%
Disagree: 13.6%
No opinion: 4.6%

Far Eastern Economic Review,

ABC Asia (US broadcaster)

Taiwanese business

elites

8.5.1999- 8.6.1999

Agree: 54.7%
Disagree: 24.5%

Focus Survey Research

Taiwanese Public/ 1130

8.27.1999- 8.31.1999

Agree: 65.5%
Disagree: 24.8%
No opinion: 9.7%

Mainland Affairs Council of the
Executive Yuan, ROC

Taiwanese Public/ 1067

9.14.1999- 9.15.1999

Agree: 54%
Disagree: 23.6%
No opinion: 22.5%

United Daily News

Taiwanese Public/ 1065

*A opinion survey from 8.24.2000 to 8.25.2000 by Democratic Progressive Party Taipei Chapter (Survey

Center of Trendgo consultant Co.,Ltd.) indicated that 50.7% respondents agree that the cross-strait rela-

tionship is “special

state-to-state

relationship”,

27.7%

“Normal state-to-state

relationship”. 80

80 NI FEERE W ER(GEAYE % (Public opinion on the definition of the cross-strait relations in
2000), Mainland Affairs Council, http://www.mac.gov.tw/public/Attachment/97710224480.htm
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Table 5. Summary of Taiwan’s public opinion toward Lee’s policy of “no haste, be

patient?!”
Year Summary of the Public opinion
1996 1. China might influence Taiwanese politics through the economic issues.
2. Taiwan’s investment in China might damage the development of the Taiwanese econo-
my.
3. Supported Taiwan government to slow down the investment of large companies in China.
1997 1. Taiwanese government should restrict the investment of large companies in China more
tighter.
2. Still concerned about the investment in China would damage Taiwan’s economical de-
velopment.
3. The investment in China increased too fast and too concentrated, but agreed the econom-
ical exchanges will help economic development of Taiwan.
4. The policy of “no haste, be patient” should be revised, but approbated when the policy
limited mainly on infrastructure and hi-tech industry.
1998 1. Concerned that the Taiwanese economy might controlled by China though the cross-strait
exchanges.
2. The policy of “no haste, be patient” should be revised, relaxed or even be cancelled.
3. Still approbated to limit the investment in China on hi-tech industry, and limit the in-
vestment amount.
1999 1. The opinion surveys indicated the opinion toward the policy “no haste, be patient” be-
came more diverge.
2. Still approbated the details of restrictions such as limit of investment amount, to ban the
investments on hi-tech industry and infrastructure.

81 Compiled by the author. Source: Annual comprehensive analysis report, Mainland Affairs Council,
http://www.mac.gov.tw/Ip.asp?CtNode=6333&CtUnit=3934&BaseDSD=7&mp=1
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Year

Summary of the Public opinion

2000

1. Opinion surveys before the Chen Shui-bian take office (May 20. 2000) still tend to re-
strict the investment more tighter, but approbate to sign investment protection agreement
with China.

2. After Chen took office, public opinion changed attitude: more respondents approbated to
allow the Chinese investment in Taiwan; Surveys from the Kuomintang indicated that the
respondents tended to relax the policy of “no haste, be patient.”

3. Economic development of China might overtake Taiwan.
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Chapter 3: Cross-strait two-level triangle game in the
Chen Shui-bian period (2000-2008)

“Where are the landmines in terms of China's rise and the United States?

“I would say Taiwan. Taiwan is one. It's probably the biggest.!”

On December 10, 2004, Richard L. Armitage, the Deputy Secretary of State of the
United States suggested that Taiwan was the biggest “landmine” in terms of China’s
rise and relations with the US. These words are perhaps the most representative com-

mentary on the US stance during the Chen Shui-bian period.

On March 20, 2000, Chen Shui-bian won the second direct Presidential Election and
became the tenth President of the Republic of China. This was the first change in ruling
party that Taiwan experienced since 1949, when the Kuomintang regime retreated from

China to Taiwan.

The DPP was established in 1986, and this young opposition party soon became the
biggest challenger to the dominant Kuomintang. Leadership in the KMT was split in
2000, a rift that allowed Chen Shui-bian to defeat both the KMT and ex-KMT candi-
dates. Chen Shui-bian soon faced a grim political situation, with both external and in-
ternal threats: hostility from China and the DPP’s minority in the Congress. This minor-
ity existed throughout the presidency of Chen Shui-bian, causing serious confrontations
between the ruling party and the pan-blue opposition. Cross-strait relations fell to freez-

ing point during this era.

Chen’s 2000 campaign might have benefited from several factors. These include not
only the factors described in Chapter 2, such as Lee’s policy and the DPP’s change of
cross-strait policy, but also the separation of the Kuomintang? and China’s threats short-
ly before the election®. Compared with the late Lee Teng-hui period, the beginning of
Chen’s term demonstrated a more moderate attitude toward cross-strait relations. The

political relationship across the Taiwan strait was less tense between 2000 and 2002.

! “Interview with Charlic Rose on PBS,” Richard L. Armitage, Deputy Secretary of State, Washington,
DC, December 10, 2004 https://2001-2009.state.gov/s/d/former/armitage/remarks/39973.htm (December
20, 2004)

2 As one of the most powerful KMT politician, after the political struggles against Lee Teng-hui James
Soong left the Kuomintang to run the 2000 presidential election independently.

3 Shortly before the 2000 presidential election, there were several warnings from Chinese senior officials,
including President Jiang Zemin and Prime Minister Zhu Rongji, that Taiwan should not seek independ-
ence, or if Taiwanese voters choose wrong candidate they would regret it.
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However, this tranquil state of affairs did not last long. President Chen proposed the
conception of “one country on each side” in 2002, a move that inspired strong protests
from China. The cross-strait relationship once again hit freezing point. The political sit-
uation between Taiwan and China continued to worsen until 2008, though China did not
react as radically to Chen’s actions as in the Lee Teng-hui period. The United States

played a more active role to prevent a change in status quo.

Despite cross-strait political struggles during the Chen Shui-bian period, Taiwan’s
economic dependence on China increased to new heights. The Taiwanese public pushed
for more relaxed economic policies to improve trade with China. Taiwan’s continued
attempts to enhance its political autonomy did not dampen efforts to enjoy the economic
benefits that came with a close relationship with China. China, Taiwanese opposition
parties, and Taiwanese level II actors thus committed to strengthen the economic ties

between the two states.

Taiwanese level II actors were an important factor in cross-strait interactions in the
Chen Shui-bian era. Both Taiwanese and Chinese level I actors also focused on the po-
litical benefits gained through the Taiwanese domestic games. Because the policies of
the Chen Shui-bian administration influenced the stability of cross-strait relations, the
United States often exerted pressure on the Chen administration. It could even be said

that the United states exerted more pressure on the Chen administration than China.

3-1. Main game structure of the cross-strait triangle in the Chen
Shui-bian era

Cross-strait relations between 2000 to 2008 were marked by a series of confronta-
tions. In addition to Taiwan’s presidential elections in 2000, 2004 and 2008, China also
experienced a power-transition between 2002 and 2005, when Hu Jintao gradually as-
cended party ranks, eventually taking Jiang Zemin’s position. China’s economic
growth increased during this time block, its national power growing with its rising

economy.

In terms of the overall international environment, the terrorist attacks on September
11, 2001 changed the global strategy of the United States. The US launched its Global
War on Terror, expending massive resources. With long wars in Afghanistan and Iraq,
the US needed support from its traditional allies, but also sought support from China.

Asia Pacific regionalism was also a significant phenomenon during this period: as men-
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tioned in Chapter 2, the 1997 Asian financial crisis led to regionalism and economic in-
tegration in the Asian Pacific. This new cooperation took the shape of the “ASEAN plus
three” (APT), and Free Trade Agreements (FTAs, mostly bilateral)*. The world-wide
FTA trend could be tracked back to the early 1990s; however FTAs came to East Asia
in the late-1990s°.

(1) Chen administration as Taiwan’s level I actor

Unlike the former Lee administration, the new DPP government faced a major dis-
advantage in the Legislative Yuan. The Taiwanese government was divided throughout
the Chen Shui-bian period ®.

As mentioned in the previous chapter, the DPP adopted a moderate mainland policy
with its “Resolution on Taiwan’s future.” In the beginning the Chen administration also
took a moderate attitude toward its relationship with the opposition party due to its lack
of power in the legislature. In order to pacify the Kuomintang, the former minister of
defense, Tang Fei’ was chosen by Chen Shui-bian as his first premier. Many appointees
in the cabinet were also from the KMT, other parties or even independents®. Despite
these concessions, political struggles with opposition parties were still fierce, with the
KMT opposing the Chen administration at every opportunity’. The confrontations be-
tween the ruling DPP and the KMT continued escalating, with Tang Fei resigning on
October 6, 2001. The cabinet was also reshuffled to become a minority cabinet. This

political phenomenon continued throughout the Chen administration.

In the beginning of the Chen Shui-bian era, the preferences of the Chen administra-
tion toward foreign affairs were similar to those of the Lee Teng-hui era, because Chen
Shui-bian had appointed several politicians who had also participated in the foreign af-

fairs of the Lee Teng-hui era. These included Tien Hung-mao and Tsai Ying-wen!'?.

4 Christopher M. Dent, op. cit., pp. 385-386.

5 Christopher M. Dent, East Asian Regionalism: second edition (London & New York: Routledge, 2016),
p. 175.

® In a divided government the administration and the majority of the legislative belong to different politi-
cal parties.

7 Tang Fei (1933-) was a retired air force general before he became the minister of defense. He is also a
member of the Kuomintang.

8 Shelly Rigger, From the opposition to power: Taiwan’s Democratic Progressive Party, (Boulder: Lynne
Ripener Publishers, 2001), p. 208.

? loc. cit.

10 Tien Hung-mao was a member of the National Unification Council and National Policy Advisor in the
Lee era. In the Chen Shui-bian era Tien became Chen’s first Minister of Foreign Affairs (May 20, 2000-
February 1, 2002); Tsai Ying-wen was one of Lee Teng-hui’s policy advisors and became Chairman of
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However, as mentioned in the previous chapter, it is widely believed that Lee Teng-
hui’s statement of the “special state-to-state relationship” was an attempt to strengthen
the affection of his political legacy after retiring. Moreover, the DPP’s cross-strait poli-
cy was relatively moderate; according to Chen Shui-bian’s “Four Noes and One With-
out!" policy in his inauguration speech, the Chen administration only demonstrated a
very limited preference toward independence. Even Lee’s 1999 statements were more

strongly in favor of independence.

Prior to the year 1999, the DPP took the position as “radical independents” in Tai-
wan’s political spectrum, allowing Lee Teng-hui to capture the median voters. This was
also a factor that helped Lee to victory in the 1996 presidential election. When the DPP
adjusted to a more moderate stance after 1999, the Taiwan Solidarity Union (TSU) was
established in 2001 to represent more stringent pro-independence views'2. However, the
calm existed only until the year 2002 when Chen stated his conception of “two coun-
tries on each side.” Since then, the Chen administration once again veered toward pro-
moting Taiwan consciousness, seeking for more international participation and thus

causing severe diplomatic confrontations with China'3.

Developments in cross-strait relations during this period suggest that the Chen ad-
ministration had turned back to the DPP’s old pro-independence identity. Chen’s pro-
posals regarding cross-strait political issues grew more and more radical throughout this

period.

Thus, we can describe the position of the Chen administration in the main game

structure of this time block as follows:

the Mainland Affair Council in Chen Shui-bian’s first term of presidency (May 20, 2000- May 20, 2004).
Tsai won the presidential election in January 2016, becoming the 14th President of the Republic of China.
' In his inauguration speech Chen stated that in his presidency he: 1. would not claim Taiwan independ-
ence; 2. would not change the name of the state; 3. would not push to put the special state-to-state rela-
tionship into constitutional amendments; 4. would not push the referendum of independence/unification
issues to change the status quo and 5. without the abolishment of the National Unification Guideline and
National Unification Council.

12 The Taiwan Solitary Union was founded on April 12, 2001. This party holds Lee Teng-hui as its spir-
itual leader. Politically the TSU focused on establishing de jure independenced Taiwan. There was also a
radical pro-independence party founded before the establishment of the TSU: the Taiwan Independence
Party (TAIP). Most of the main members had broken away from the DPP. However, due to internal disa-
greements and a lack of large-scale support from the Taiwanese public, the TAIP was soon marginalized.
13 Since 2002, the Chen administration pursued the so-called “confrontation diplomacy” or “scorched-
earth diplomacy” (J& >k 9PZ, Fenghuo Waijiao), perhaps because of the frustration of cross-strait com-
munication, miscallation or naive understanding of international responses and/or the garnering supports
from the pan-green camp for 2004 presidential election. Source: Kwei-Bo Huang, “Taiwan’s foreign pol-
icy and international space,” on Gunter Schubert ed., Routledge Handbook of Contemporary Taiwan,
London and New York: Reouledge (2016), p.466.
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Fig.1
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“““ The Chen administration

Taiwanese level I actors moved gradually toward their “old” position. As Chen’s re-
tirement drew nearer, his administration took a more radical position on cross-strait is-

Sucs.

(2) Taiwanese level II actors: pan-blue oppositions, public opin-
ion/elections

In the Chen Shui-bian era from 2000 to 2008, opposition parties and public opinion
could be considered the major domestic actors. Due to the fierce political struggles be-
tween the Chen administration/DPP and the opposition parties, the opposition parties

had unprecedented importance in the Taiwanese domestic games.

The DPP is known for its intra-party factions; however, after developments in the
1980s and 1990s these were integrated into just three factions. During Chen Shui-bian’s
presidency, the struggles between the factions were temporarily reduced thus the intra-
party reform of the DPP!4. Therefore, the Taiwanese level II actors in the Chen period
were focused on the struggles between the administration/legislature and the develop-

ment of Taiwanese public opinion.
A. Dominant oppositions in Legislature: pan-blue coalition

Due to several internal struggles in the Kuomintang from the end of the 1980s until

the retirement of Lee Teng-hui, the political power of the Kuomintang decreased in the

14 After Chen Shui-bian took office in 2000, the DPP legislators formed a meta-faction in order to support
president Chen, including the biggest two factions at the time: Chen Shui-bian’s “Justice Alliance” and
Frank Hsieh’s “Welfare State Alliance” although the administration and the DPP party could still not
synchronize. In 2002, the DPP launched an internalization effort (including Chen Shui-bian serves as
party chair) to solve the problem. Source: Shelly Rigger, op. cit., p.73. and Shelly Rigger, “The Demo-
cratic Progressive Party: From Opposition to Power, and Back Again, in Wei-Chin Lee ed., Taiwan’s
Politics in the 21st Century: Changes and Challenges, (Singapore: World Scientific, 2010), pp.55-56.
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Chen Shui-bian era, especially when James Soong and his followers broke away from
the KMT before the presidential election of 2000. However, the election was not really
a DPP victory in the true sense. Due to Chen’s victory was based on the separation of
the KMT!? and thus had not really shaken the political power of the pan-blue coalition.

The Kuomintang, the New Party and James Soong’s People First Party (PFP) was
described as the unofficial pan-blue coalition. Although the DPP became the dominant
party in the Legislative Yuan after the 2002 election, the pan-blue coalition still domi-
nated parliament throughout Chen’s presidency and thus caused great conflicts between
the administration and legislature. As a result of this disadvantage to the ruling party,

the non-ruling parties became important opposition forces in the Chen period.

The political struggles between the Kuomintang and the Democratic Progressive
Party were fierce since the democratization that marked the end of the 1980s. These po-
litical struggles became more serious when the DPP took power after the year 2000.
Every issue in the Legislative Yuan could become a battlefield for the crucial struggles
between the pan-blue coalition and pan-green coalition'. The most significant confron-
tations between the two camps could be said to be arms sales from the US and the dis-
pute regarding a fourth nuclear power plant on the island!’. Although the Taiwan Soli-
darity Union replaced the New Party (NP) as the 4th biggest political party in Taiwan
and the most important ally of the DPP, the pan-blue coalition still held tight control of

the legislature.

The preferences and ideologies of the pan-blue parties also shifted. After Lee Teng-
hui left the Kuomintang, Lien Chan no longer emphasized Lee’s conception of a special
state-to-state relationship!'®; furthermore, the KMT began to repair its relationship with
China, advocating cross-strait exchanges (especially the Three Links) and again moving

toward the ultimate goal of reunification. As mentioned in Introduction, shortly after the

15 Although Chen gained 39.3% votes in the 2000 presidential election, the pan-blue candidates gained in
total 59.9% votes (James Soong: 36.8%, Lien Chan: 23.1%). The percentage of votes indicated that the
pan-blue parties still gained the supports of majority in the year 2000.

16 This phrase was used to describe the political parties in Taiwan which shared a similar identity and
demands with the DPP after the 2000 presidential election. These parties were the Taiwan Solidarity Un-
ion (TSU) and other much smaller pro-independence parties.

17 The details of the arms sale are given later in the paper. The arms sale package caused fierce confronta-
tions in the Legislative Yuan from 2004 (when it was budgeted) to 2007 and little of the package was
accepted by the Legislative Yuan. The debates regarding a fourth nuclear power plant continue to the
present day.

13 The Kuomintang’s defeat in the 2000 presidential election marked the first time the party lost its ruling
power in Taiwan. Many KMT supporters blamed this on the chairman of the KMT at that time: Lee
Teng-hui. Lee’s leaving caused not only the establishment of the TSU (the party was formed by Lee’s
supporters from both the KMT and DPP) but also the negation of Lee’s line.
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2000 presidential election, the controversial “1992 (or just 92) consensus” was reawak-
ened by Su Chi, the former chairman of MAC. Originally, the term referred to the un-
written understanding made between Taiwan and China during the 1992 Hong Kong
meeting. Su imbued the term with the feel of “one-China with respective interpreta-
tions”, making it a more relaxed version of the “one-China policy.” The “1992 Consen-
sus” soon became a core tenet of the KMT’s new China policy. The transformation of
the KMT’s policy route wasn’t smooth sailing. China wouldn’t accept Lien’s proposal
for a Chinese confederation, because a confederation would give Taiwan more political
status than China’s “one-country, two-system” policy, Thus strictly speaking the
KMT’s mainland policy under Lien wasn’t much different than that of his predecessor.
The PFP (the other pan-blue party) espoused a similar mainland policy as the KMT,
while the NP took a much more radical route toward reunification with China (e.g. the
idea that China’s “one-country, two-system” policy could be negotiated)!®. The follow-
ing figure illustrates the preferences of the pan-blue opposition, mainly the policies of
the KMT and PFP:

Fig. 2
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B. Elections and Public opinion: a divided people

During the Lee Teng-hui era, with the development of democratization, the identity
of the Taiwan people also changed rapidly. Through the opinion poll we could find that
when Chen Shui-bian took office in 2000, the political attitude of Taiwan people toward
two most indicative issues changed great: About the issue of Unification - Independ-
ence, the support rates of both pro-independence options and maintain the status quo
growth significantly. On the other hand, the Pro-Unification options became obviously
more and more unpopular, especially after Chen Shui-bian took power. The identity is-
sues of Taiwanese-Chinese also indicated similar tendency but the consciousness of
self-identification as “Taiwanese” and “both Taiwanese and Chinese” increased even

earlier. (see figure 3 and 4 below)

1% Gunter Schubert, “Taiwan’s political parties and national identity: the Rise of an Overarching Consen-
sus,” Asian Survey, Vol.44, No.4 (Aug. 2004), p. 540
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2 Ibid.
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As we mentioned in the previous chapter, Taiwan longed for increased international
recognition for decades, both in government and society. China did not support the de-
velopment of a Taiwanese identity. Moreover, the Taiwanese people have long consid-
ered China as a threat. Opinion polls indicate that many Taiwanese people feel that hos-
tility from China is not only directed at Taiwan’s government but also at the Taiwanese
people. The percentage of Taiwanese people who think that China is hostile remains
high (see Table 1). In sum, a considerable percentage of Taiwan’s population is ideolog-

ically opposed to China’s stance.

Despite these opinions, Taiwan’s people desire the economic benefits that can be
gained from cross-strait exchanges. Opinion polls from the end of the 1990s show that
many Taiwanese people agreed to relax limitations on Taiwan’s investments in China,
although Taiwanese people also expressed concern about the possible threats brought by
economic exchanges and Taiwanese enterprises in China. In addition, the struggles be-
tween Taiwan’s two political camps also led the public to become more divided. In the
late Lee period, social class was found to be a factor influencing political identity and
preferences. The opinion polls summarized by the MAC in the late 1990s indicated that
Taiwanese businessmen tended to support relaxing limitations on investments in China
more than the average Taiwanese. This is not a surprise when we review the develop-
ment and growth of Taiwanese investments in China since the late 1980s to the end of
the 1990s.

In short, as a key level II actor in this period from 2000 to 2008, the Taiwanese pub-
lic was divided along the lines of their preferred political camp. They were also plagued
by a paradox: they were seeking economic benefits while still longing for more interna-
tional participation and political advancement. Although many Taiwanese people
agreed that the government should relax Lee’s “No haste, be patient” (NHBP) policy,
Taiwanese businessmen were more active supporters of cross-strait exchanges than the

general public.
(3) China: Hu-Wen administration - harmonious society and peaceful rise

In the beginning of this period, China was also in a phase of power-transition. As
we described in Chapter 2, Hu Jingtao was elected as the successor of Jiang Zemin at

the end of the 1990s. In this chapter, we discuss the power-transition in China that took
place throughout the 2000 to 2008 period.
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Jiang Zemin and his Shanghaibang®? (Shanghai faction) dominated political power
in the People’s Republic of China until November 15, 2002, when Hu Jintao became the
new General Secretary of the Central Committee of the Communist Party of China at
the 16th National Congress of the CPC. The succession of Hu in 2002/2003 could be
seen as the formal power-transition of the CPC. Hu and his premier Wen Jiabao, who
took office on March 16, 2003, lead the Hu-Wen administration from 2003 to 2013, and

represented the fourth generation of Chinese leadership.

In the first two years of the Hu-Wen administration, Jiang Zemin still had signifi-
cant influence in Chinese politics, as Jiang was still the head of the military until
2004/20052%. The power transition was truly completed in 2005. Before the Hu-Wen
administration consolidated their political power, Jiang and his Shanghai faction still
held strong influence in Chinese politics, especially within the military. Jiang Zemin
transferred his political position gradually to Hu Jintao, causing the leadership of China
to go from a unicore configuration (Jiang Zemin) to duo-cores (Jiang and Hu) then once
again to unicore (Hu Jintao)**. The political power of the post-revolution leaders was
institutional, namely derived from their duties. The nature of the factional politics of
China therefore changed, and the struggles for power became “peaceful” non-zero-sum
competitions. This institutionally powered leadership could not make large-scale re-
form. In this sense, Hu’s reforms could be considered cautious and conservative, and
the progress that took place during his administration was not rapid, but gradual (Kou,

20006).

The selection of political cadres in the CPC was established by Deng Xiaoping’s po-
litical reform at the end of 1970s?°. Hu Jintao was a technocrat directly appointed by

Deng Xiaoping due to his career in Tibet in 1989, the Hu Yaobang factor?®, and also

22 An informal faction of politicians of the PRC who were promoted from Shanghai and led by Jiang Ze-
min. The Shanghaibang hold several positions in the Politburo and the central leadership.

23 In China, there are two military high commands: The Central Military Commission of the CPC and
Central Military Commission of the PRC. “The party commands the gun (military)” is the basic principle
behind China’s military system. Therefore, the Central Military Commission must be considered to be the
highest military command de facto. Hu became the chairman of the former on September 19, 2004; on
March 1, 2005 Hu also took power as the chairman of the latter and the power transition from Jiang to Hu
thus came to an end.

# FE(HESL (Chien-wen Kou), kBl S @AY @ §PF - 8 /7EL§2 2 (The Evolution of the
Communist leadership in China and the Former Soviet Union: Trajectory, Dynamics and Impact), [ REER
4% (Issues and Studies), Vol.45, No.3 (May/June 2006), p.66.

25 The “four modernizations of cadres” (FEPHU{L) became the basic principle of the CPC to promote
technocrats for further development. The modernizations include becoming more revolutionized, better
educated, more professional and younger.

26 Lam (2006) mentioned that one of the reason that Deng pick Hu as potential successor was “the Hu
Yaobang complex.” Dang felt guilty for Hu’s lost of power in 1987, and also hoped that the appointment
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with Hu’s liberal and pro-market inclinations (Lam, 2006). Similar to his predecessor
Jiang Zemin, as a post-revolutionary politician Hu Jintao was not a political strongman.
Jiang Zemin still had influence among Chinese leadership through the politicians who
were part of Jiang’s “Shanghai Faction.” For example, before the 16th Congress at the
end of 2001, many Chinese bureaucrats were reshuffled at both the central and regional
level, including party secretaries and 31 provincial governors. The PLA was no excep-
tion, with 200 mid- and senior officers changing position. All of these changes benefited

Jiang and the Shanghaibang?’.

There were no more political strongmen in China like Mao or Deng, although Jiang
tried to continue holding power. The Chinese leadership under the Hu-Wen administra-
tion was still collective leadership. The collective leadership of the 4th generation polit-
ical leaders was more “consciously” on the collective leadership, due to these politicians
were not promoted by political strongmen?®. After the Tiananmen incident in 1989 the
senior statesmen of the CPC, headed by Deng Xiaoping, arranged the third-generation
leadership, guided by the idea that the third-generation politicians would not have the
personal charisma and prestige of their predecessors. The third-generation politicians
thus needed support from their seniors, and no one politician could become the sole
statesman of the generation. Thus the fourth-generation politicians did not need to con-
tend with powerful predecessors. Therefore the influence of Jiang Zemin was limited
after Hu took the position of president (Yang, 2008).

The Hu-Wen administration not only focused on economic growth but also pro-
posed the slogans of “harmonious society” and “peaceful rise.” Under the Hu-Wen ad-
ministration, the development of the Chinese economy reached new heights?. “Harmo-
nious society” was proposed in 2004, at the same time that the economic development
in China arrived at a new level: the growth rate of the GDP was more than 10%. In oth-
er words, the Hu-Wen administration proposed the concept of harmony in order to
maintain the stability of the society, since rapid growth also brought abundant problems.

Similar conceptions have also been used in Chinese foreign policy.

of Hu Jintao - a man associated with the liberal tradition of Hu Yaobang - could make the fourth genera-
tion leadership more reform-oriented than Jiang.

2 1bid, p.17.

* 155)E (Kai-Huang Yang), “rf IO SHE SRS LS EE > 43HT (Analysis of the Group Decision-
Making Process of the CPC Fourth Generation Leaders), “ in Szu-Chien_Hsu, Yu-shan Wu ed., &/ %
- LR R 2 B 5 (The Transformation of the Party-State: Elites and Policies of the CPC Re-
gime) (Taipei: Wunan, 2008), p.56.

29 GDP growth in China soared in the Hu-Wen period, especially before 2008. GDP growth in China be-
tween 2002 and 2008 was as follows: 2002: 9.1%; 2003: 10%; 2004: 10.1%; 2005: 11.3%; 2006: 12.7%;
2007: 14.2%,; 2008: 9.6%. Source: “World Economic Outlook,” International Monetary Fund.
http://www.imf org/external/datamapper/index.php
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China’s strategy under the Hu-Wen administration concentrated on development
and a low profile in international politics. China’s attitude toward cross-strait relations
was also relatively relaxed, although its guiding principles had not changed. Consider-
ing that the influences of Jiang Zemin and his Shanghaibang were still in effect, China’s

preferences might be construed as follows:

Fig.5
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The Hu-Wen administration took power in 2002. Jiang and his faction thus became
level II actors in China. The influence of the Shanghaibang declined again when Hu be-
came the leader of the military in 2004. All in all, Jiang retained a certain degree of in-
fluence after Hu took power as the new president, but compared with Deng Xiaoping’s
influence on his succeeding administration, Jiang’s influences were no doubt smaller.
Moreover, China’s focus on harmony proved that it is possible to serve the domestic
needs outside of the CPC, even though China’s political system is a one-party dictator-

ship.
(4) The United States

The beginning of the Chen Shui-bian period was also the last year of Bill Clinton’s
second term. Since the Clinton administration was still in office, preferences during that

time period continued to follow a similar tone as described in the previous chapter.

On January 20, 2001, George W. Bush became the 43rd President of the United
States. The Bush administration demonstrated considerable differences in terms of the
cross-strait issues when compared to the Clinton administration. Bush Jr. viewed China
as a strategic competitor and saw Chinese military modernization as a threat to Taiwan;

Sino-US relations were seriously damaged in April 2001 when a Chinese J-8 II fighter
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and a US EP-3 reconnaissance plane collided over the south China sea®’. A few weeks
later, on April 24, 2001, the Bush administration authorized a major arms sale to Tai-
wan including several sensitive weapons systems. This included eight diesel-powered
submarines.?! If implemented, it would become the biggest arms sale since George H.
W. Bush sold Taiwan 150 F-16 A/B block 20 fighters in 1992. The arms sale project
became a major dispute in the Legislative Yuan during the Chen Shui-bian period. Pres-
ident Bush even stated in an interview’? on April 25, 2001 that the United States would
do “whatever it takes” to help Taiwan defend itself. That statement, however, was made
under the context of an attack on Taiwan by China. With this statement, the Bush ad-
ministration had announced a change in attitude toward cross-strait issues. President
Bush offered further details in another interview, explaining that although the admin-
istration was willing to help Taiwan defend itself, the cross-strait policy of the US had
not changed; the United States still upheld both the “Taiwan Relations Act” and “one
China Policy,” which did not include a declaration of Taiwan independence. Bush also
emphasized that the cross-strait dispute should be resolved peacefully??. However, when
the United States launched its War on Terror and military interventions in Afghanistan
and Iraq, it requested support from Beijing. The US also sought China’s cooperation on
North Korean issues, although there were many disagreements regarding how these is-
sues should be handled.

With time, both cooperation and conflict (both economic and political) increased be-
tween the US and China. Sino-US relations were therefore less stable in the late stages
of the Bush Jr. administration®*. These developments influenced the attitude of the US

toward cross-strait issues.

The preferences of the Bush administration could be seen as relatively pro-Taiwan
when compared to the late stages of the Clinton administration, but no substantial
changes were made to the fundamental political stance in the beginning. The one-China

policy and the TRA were the basic principles behind US cross-strait policies. Therefore,

30 Jean-Marc F. Blanchard, “A Primer on China-US relations 1949-2008,” in Jean-Marc F. Blanchard and
Simon Shen ed., Conflict and Cooperation in Sino-US relations: Change and continuity, causes and cure
(London & New York: Routledge, 2015), p.32.

31 The arms sale included several important weapon systems such as 4 Kidd-class destroyers, 8 diesel-
power submarines, and 12 P-3C anti-submarine/maritime patrol aircrafts. It should be noted that the Ae-
gis combat system was not included in this package and the submarines deal was also quite uncertain be-
cause the United States had not developed diesel-powered submarines since the 1950s.

32 Kelly Wallace, “Bush pledges whatever it takes to defend Taiwan,” CNN (April 25, 2001),
http://edition.cnn.com/2001/ALLPOLITICS/04/24/bush.taiwan.abc/

33 Shirley A. Kan, China/Taiwan: Evolution of the “One China” Policy- Key Statements from Washing-
ton, Beijing, and Taipei, CRS Report for Congress (Congressional Research Service: 2014) p.66.
https://www.fas.org/sgp/crs/row/R1.30341.pdf

34 Jean-Marc F. Blanchard, op. cit., p.32-35.
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the US opposed actions which might change the status quo, but continued arms sales
and enhanced military ties with Taiwan due to pressure from Congress in the Bush Jr.
period. The deterioration of cross-strait relations in the Chen period began in 2002,
when there was a drastic change in Chen Shui-bian’s attitude toward cross-strait issues.
Although the Bush administration took a relatively friendly position to Taiwan, the US
still pressured Taipei by sternly criticizing the actions of the Chen administration. Dur-
ing the Chen Shui-bian/Bush Jr. period, at least until 2008, external pressure on Taiwan

came mostly from Washington rather than from Beijing.
In short, the US applied pressure to Taiwan when the United States was not satisfied
with the actions of the Chen administration. Preferences of the period from Clinton to

Bush can be visualized as follows:

Fig. 6
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3-2. Arguments and hypothesis

According to the game structure, we can assume several phenomena were at play in

cross-strait interactions between 2000 to 2008:

(1) Compared with his predecessor, Chen’s administration’s domestic politics were a
more significant influence on cross-strait relations, due to the DPP’s disadvantage in

the Legislative Yuan.

(2) Considering the developments in cross-strait relations during the Lee Teng-hui peri-
od, it seems that when Taiwanese level I actors demonstrated more radical attitudes
toward independence, China took a more moderate attitude, allowing the United

States to limit any further attempts toward Taiwan independence.
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3-3. Case Studies from the Chen Shui-bian era

In this section we use case studies to discuss the cross-strait triangle interactions that
took place between 2000 and 2008. Since numerous cross-strait issues were proposed in
this period, we categorize cross-strait issues into three dimensions: (1) Taiwan’s nation-
al status and international participation, (2) changes in cross-strait policies, and (3) eco-
nomic issues. As previously mentioned, every issue contains political meaning, and eve-

ry cross-strait issue contains features of other dimensions.

The following is discussed:
(1) Taiwan’s national status:
A. Taiwan’s accession to the WTO (2002) and the WHA/WHO (2003);
B. “One Country on Each Side” (2002) and “Four Wants and One Without”;

C. Chen’s attempts at referendums.

At the heart of Taiwan’s international participation is the issue of Taiwan’s national
status, and its attempts at participation in the WTO and WHA/WHO.

(2) Changes in cross-strait policies:

A. China’s Anti-Secession Laws and communication channels with Taiwanese opposi-
tion parties (2005);

B. Ceasing the function of National Unification Guidelines and the National Unifica-
tion Council.

(3) Economic issues:

A. The “Three Links”

B. Changes in Chen’s cross-strait economic policy: from “Proactive Liberalization with
Effective Management” to “Proactive Management with Effective Liberalization.”

3-3-1. Taiwan’s national status
(1) Taiwan’s accession to the WTO and WHA/WHO

Strictly speaking, this case is not a direct interaction between Taiwan and China. It
is, however, a representative case that indicates the attitudes of Taiwan toward several
important issues in the early phases of Chen’s presidency. These issues include enlarg-
ing Taiwan’s international space and identity issues. These sensitive political issues
were integral to cross-strait relations, and they also influenced low-political issues. The

export-oriented economies of East Asian countries make them highly dependent on
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global market??

. Taiwan is not an exception. In fact, since Autumn 2000, a serious re-
cession hit Taiwanese economy in autumn 2000, and it has not yet abated*®; economic
integrations that might enhance Taiwan’s exports thus became important issues for the
Taiwan government. On January 1, 2002, Taiwan joined the Word Trade Organization
as its 144th member under the name “The Separate Customs Territory of Taiwan, Peng-
hu, Kinmen and Matsu” (5% 5 (& 5|8 f74518,). This name is based on the main rul-

ing Territories of the Republic of China since defeat in the Chinese civil war in 1949.

Between 2000 and 2002, tensions across the Taiwan strait were slightly reduced be-
cause of the Chen administration’s relatively moderate cross-strait policies. As men-
tioned before, the DPP took a moderate position to Taiwan independence in order to
gain votes from moderate voters. The Chen administration also demonstrated a moder-
ate attitude toward cross-strait relations through Chen’s statement of “Four Noes and
One Without.” However, China remained the main obstacle to enlarging Taiwan’s in-
ternational participation because of Taiwan’s uncertain national status: If Taiwan partic-
ipated in international organizations under “Republic of China” or “Taiwan,” it would

face strong opposition from China, making participation extremely difficult.

Starting in the Lee Teng-hui era, the definition of the status of Taiwan and the Re-
public of China shifted gradually away from the traditional KMT perspective. In the
Lee period until the year 2000, the identity of the Taiwanese and how the country de-
fined itself changed drastically. Under the Lee administration, the ruling KMT gave up
its vision of the People’s Republic of China and its CPC regime as a rebel group. The
KMT regime began to accept the status quo, yielding to the view that Taiwan and Chin