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Prologue to “Making Peace in the Taiwan Strait”
By Donald S. Zagoria and A. Greer Pritchett

D

uring the past decade, the NCAFP has created a unique triangular Track II dialogue on how to foster peace
and stability in the Taiwan Strait. We pursue our Track II dialogue by holding closed-door, off-the-record
meetings between officials, former officials and influential leaders in academia and business. Our meetings fill
a niche between official dialogues by providing a forum where frank and informal discussions can take place. These
activities have a place of particular importance in helping to ameliorate tensions in the Taiwan Strait.
An NCAFP group visits Beijing once a year, usually in April, and is hosted by the Taiwan Affairs Office (TAO) of
the PRC State Council. We in turn host a visit by the TAO to New York, usually in December. The same NCAFP
group also visits Taiwan and is hosted by the Ministry of Foreign Affairs (MOFA). We then host MOFA and other
Taiwanese officials at various times during the year in New York.
The NCAFP group which visits Beijing and Taipei once a year is briefed and debriefed by U.S. officials in Beijing,
Taipei, and Washington, D.C.
The NCAFP also co-hosts with American Institute in Taiwan (AIT) Chairman Ray Burghardt of the East-West
Center in Honolulu, a semi-annual trilateral Track II dialogue on cross-Strait relations which includes influential
scholars and some government officials from all three sides.
TAO Director Wang Yi told us during our most recent visit in April, 2009, that the exchanges between the PRC
and the NCAFP were a “useful and necessary mechanism” for creating peace and stability in the Taiwan Strait.
Taiwan’s president Ma Ying-jeou told us during our recent visit, in a very similar vein, that the NCAFP’s Track II
conferences, which Ma himself had attended even before he became President, were held in “very high regard” in
Taiwan. And Chairman Burghardt has also told us that our meetings and publications are useful.
This collection of essays by distinguished analysts from all three sides is one of the fruits of our frequent meetings
and conferences with Chinese, Taiwanese and American colleagues. This report was prepared in May 2009 right
after the two sides worked out a mutually acceptable formula on Taiwan’s participation in the World Health
Assembly (WHA).
These experts from all three sides suggest that there has been a substantial improvement in cross-Strait relations
during the past year. Although the progress is still fragile, there are good opportunities in the next few years to lay
the foundation for a framework of peace and stability that would be of enormous benefit to all three sides.
This publication has contributions by the following authors:
David Brown is an Adjunct Professor of China Studies at Johns Hopkins University. He had a 30-year career in
the U.S. State Department before joining the private sector in 1996.
Richard C. Bush III is a Senior Fellow at the Brookings Institution and Director of its Center for Northeast Asian
Policy Studies (CNAPS). Dr. Bush came to Brookings in July 2002, after serving almost five years as the Chairman
and Managing Director of the American Institute in Taiwan.
Ralph A. Cossa is president of the Pacific Forum CSIS, a Honolulu-based nonprofit research institute affiliated
with the Center for Strategic and International Studies in Washington, and senior editor of Comparative
Connections, a quarterly electronic journal.
Winston Lord is Chairman Emeritus at the International Rescue Committee. Ambassador Lord serves as cochairman of the IRC Overseers, an advisory board of the International Rescue Committee, one of the largest nonsectarian refugee resettlement organizations in the world.
A. Greer Pritchett is the Assistant Project Director for the Forum on Asia-Pacific Security at the National
Committee on American Foreign Policy.
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Donald S. Zagoria is Senior Vice President and Director of the Forum on Asia-Pacific Security at the National
Committee on American Foreign Policy.
Bi-khim Hsiao serves as special adviser to the DPP Chairperson Tsai Ing-wen, as a member of the Board at the
Taiwan Foundation for Democracy and as an Asia 21 fellow at the Asia Society.
Wu Ray-Kuo is an Associate Professor at the College of Law, Fu-Jen University. Since December 2008, Dr. Wu
has worked as an advisor and the coordinator for international exchange programs at the Institute of National
Policy Research (INPR).
Xu Shiquan is the vice chairman of the National Society of Taiwan Studies and a Chinese mainland expert on
Taiwan issues.
Zhang Nianchi is currently the director of the Shanghai Society of Taiwan studies, vice director of the Shanghai
Institute for Taiwan Studies, and Standing Committee Member of the Political Consultative Conference of the
Shanghai Municipality.
For copies of our most recent reports, please contact our Assistant Project Director, Ms. A. Greer Pritchett at
greer.pritchett@ncafp.org.
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The Domestic Politics of Cross-Strait Relations
By David G. Brown

S

ince the election of Ma Ying-jeou as President in March 2008, cross-Strait relations have improved
dramatically. Whether this progress can be sustained over the longer term will depend upon domestic politics,
primarily but not exclusively, in democratic Taiwan. Domestic factors have already constrained President Ma’s
freedom of action, and those pressures will build as the cross-Strait agenda addresses more controversial issues in the
years leading to the next presidential election in 2012.
The atmosphere has changed so much that it is difficult to remember how much Chen Shui-bian’s actions in the
run-up to the presidential election had raised tensions in the Taiwan Strait. The PRC was deeply concerned by
Chen Shui-bian’s promotion of a referendum on joining the UN under the name “Taiwan.” President Hu warned
President Bush at APEC in September 2007 that the coming two years would be a dangerous period. Many other
Chinese officials had privately said the UN referendum threatened a serious crisis. Beijing warned Washington that
if the US could not block passage of the referendum, Beijing would be forced to take some unspecified action. Some
private Chinese commentators said that adoption of the referendum would be a “major incidence of Taiwan
independence” implying the need to respond with force under the Anti-Secession Law.
With Ma’s decisive victory in March 2008, Beijing breathed a sigh of relief. The official Xinhua new agency reported
that Taiwan voters had “vetoed” the UN referenda. In a telephone conversation with President Bush after the
election, President Hu Jintao said China wished to resume dialogue on the basis of the “1992 consensus.” In
reporting the conversation, NSC Deputy Hadley stated that Hu had described the “1992 consensus” as both sides
support “one China” but “agree to differ in its definition.” The official Xinhua news agency’s English service
(though not its Chinese service) reported this description of the “1992 consensus.”
Productive Negotiations
Taipei and Beijing moved quickly, even during the two-month hiatus pending Ma’s inauguration. In early April, Vice
President-elect Vincent Siew attended the Boao Forum for Asia in his capacity as Chairman of the Cross-Strait
Common Market Foundation. At the Forum, Beijing arranged for Siew to meet General Secretary Hu Jintao on
April 12. While each was present in a nominally non-governmental capacity, both sides saw benefit in what was the
first ever meeting between a PRC president and a vice president-elect from Taipei. On April 29, Hu Jintao received
KMT Honorary Chairman Lien Chan in Beijing in his second important meeting with an emissary from Taipei. Hu
repeated publicly that cross-Strait relations should be resumed on the basis of the “1992 consensus.” He did not
define what that consensus was in order to allow Taipei room to assert its own views on its meaning. Hu Jintao also
coined a 16 character guideline for cross-Strait relations saying the two sides should “build mutual trust, lay aside
differences, seek consensus while shelving differences and create a win-win situation.” Hu also reaffirmed that both
sides should implement the five-point program outlined in the Hu-Lien 2005 press statement. In a sign that he
understood the importance of international space to Ma Ying-jeou, Hu reiterated to Lien the point in their 2005
agreement that Taiwan’s international activities could be discussed once dialogue was resumed.
A few days later in a May 1 interview with Phoenix TV, Ma Ying-jeou too said dialogue could be resumed on the basis
of the “1992 consensus” which he described as both sides supporting one China but with their respective
interpretations of its meaning. Beijing remained silent on this. On May 20, Ma took office as the President of the
Republic of China (ROC). While speaking frequently of the “Republic of China,” Ma emphasized his Taiwan
upbringing, thanked the people for “accepting and nurturing this post-war immigrant” and promised to protect Taiwan.
On cross-Strait relations, Ma said Taipei was ready to resume dialogue and, noting “Mr. Hu Jintao’s” remarks on crossStrait relations and his 16 character guideline, Ma said, “His views are very much in line with our own.”
Soon after the inauguration, KMT Chairman Wu Poh-hsiung met with General Secretary Hu Jintao on May 28 in
Beijing. Wu’s visit was the capstone of these rapid preparations for the resumption of formal dialogue. Chiang Pinkung was sworn in as Chairman of Taipei’s Straits Exchange Foundation (SEF), and authorized to open dialogue. On
the Chinese side, Wang Yi was appointed as the new Taiwan Affairs Office (TAO) Minister, and Chen Yunlin was
transferred to fill the long vacant position of Chairman of Beijing’s Association for Relations Across the Taiwan Strait
(ARATS). Each side had appointed experienced men to act as their designated negotiating representatives.
–5–

Formal dialogue between ARATS and SEF resumed June 12 after a nine-year hiatus. In two days of talks, the
delegations led by Chen Yunlin and Chiang Pin-kung reached agreement on implementing weekend passenger
charter flights and on initiating group tourism from the mainland. In a sign of Beijing’s more flexible attitude, the
two delegations included officials from both sides serving as unofficial advisors. On June 13, Chiang met General
Secretary Hu. Hu hailed the ARATS-SEF meeting and the two agreements as a good beginning and said that the
opportunity to improve cross-Strait relations should be seized.
In the ensuing months the two associations planned for a return visit by ARATS Chairman Chen Yunlin. Chen’s
Nov. 3-7 visit was highly symbolic because it was the first visit to Taipei by Beijing’s designated representative.
Former ARATS Chairman Wang Daohan was to have made such a visit in 1999, but Beijing cancelled it after then
President Lee Teng-hui characterized Taipei-Beijing relations as a “state to state” relationship. On Nov. 4 in Taipei,
SEF and ARATS signed four more agreements: an air agreement that authorized daily charter flights between an
expanded list of cities, authorized limited cargo charter flights and approved direct flight routes that no longer had
to pass through Hong Kong airspace; a shipping agreement that authorized direct shipping between designated
ports; a postal agreement authorizing mail to be shipped directly between the two postal authorities; and, a food
safety agreement providing for direct contacts between food safety and sanitary offices of the two governments.
After a decade without dialogue between the governments in Beijing and Taipei, the channels of communication
are now working quite well. The formal channel is between the two sides “designated representatives” SEF and
ARATS. In parallel is the party channel between the Nationalist Party (KMT) and the Chinese Communist Party
(CCP). While these channels work in tandem, there is some competition between the two on the Taiwan side.
Furthermore, the new ARATS-SEF agreements have now established, for the first time, frameworks for direct
contacts between officials of the two sides on food safety, postal and air traffic control matters.
This progress has been accomplished bilaterally without the direct involvement of the US or other third parties.
Foreign governments, including the US, have heralded the progress. Despite this, various figures in Taipei have
claimed, for what appear to be political reasons, that Washington is concerned that relations are improving. Ray
Burghardt, the Chairman of the American Institute in Taiwan (AIT), and many senior officials have said
repeatedly that Washington welcomes the improvement in relations and hopes it will continue. Secretary of State
Rice effusively described progress in cross-Strait relations as “extremely excellent.” On her recent trip to Asia,
Secretary of State Clinton said that the US encourages further progress.
Domestic Constraints
While the reactions overseas to the resumed dialogue have been uniformly positive, opinions at home in China
and Taiwan have been more mixed. Presidents Hu and Ma are each operating in complex domestic political
environments that influence and at times constrain their actions. Some appreciation of their respective domestic
pressures can be seen in Chen Yunlin’s visit to Taipei and in the six-point statement that Hu Jintao issued on
December 31, 2008.
The Democratic Progressive Party (DPP) opposition in Taipei now holds less than one quarter of the seats in the
Legislative Yuan (LY) but enjoys a sizeable support base of about one-third of the electorate. DPP members have
become increasingly suspicious of Ma’s goals for cross-Strait relations. Ma’s statements in August 2008 describing
Taiwan as a “region” of China and his characterization of relations with China as a “special non-state to state
relationship” have provoked sharp criticism.1 Despite Ma’s assurances about adhering to his campaign promise on
“no unification,” DPP leaders fear that he is laying the groundwork for reunification. These suspicions have led to
grass roots efforts to rein in the President’s freedom of action in dealing with China.
DPP actions at one point threatened to derail ARATS Chairman Chen’s visit. In late October 2008, ARATS Vice
Chairman Zhang Mingqing accepted an invitation to join the Chinese delegation to a minor cultural conference
in Tainan. At a time when DPP activists were looking for ways to have their voice heard, a DPP Councilman in
Tainan, Wang Ding-yu, called on the public to protest Zhang’s visit. An unruly crowd mobbed Zhang’s car, and
Zhang was personally roughed up. Taipei was embarrassed, ARATS protested, and Zhang’s visit was cut short.
However, both sides moved quickly to contain the damage and announced that ARATS Chairman Chen Yunlin’s
visit would not be postponed.
Seeing that they could have an impact by taking to the streets, the DPP moved ahead with plans for a major
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demonstration in Taipei on October 25. The demonstration, which attracted a couple of hundred thousand people,
reflected criticism of President Ma, anger over the Chinese melamine-tainted milk scandal’s impact on Taiwan and
opposition to the visit of Chen Yunlin. At about the same time, former President Chen and the Southern Taiwan
Society accused Ma of treason for planning to cede Taiwan to the PRC during the Chen visit.
The Ma administration took a number of steps, both tough and conciliatory, to respond. In Tainan, prosecutors
moved rapidly to detain Wang Ding-yu for fomenting violence. The police, caught off guard in Tainan, planned a
massive presence to control demonstrations during Chen’s visit. President Ma reassured the public several times that
Taiwan’s “dignity,” a code word for sovereignty, would be maintained during Chen’s visit. At Taipei’s request,
ARATS sent SEF a letter apologizing for the tainted milk exports.
Most importantly, President Ma announced that he would receive Chen Yunlin in his capacity as ROC President.
When SEF Chairman Chiang had met Hu Jintao in June, Hu received him in his capacity as CCP General Secretary,
in order to avoid any appearance that meeting Taipei’s designated representative implied official recognition. Each had
addressed the other by those organizational titles. As Ma holds no KMT party position, this pattern could not be
followed in Taipei. Ma had earlier said that he would not object to Chen addressing him as “Mr. Ma.” However, after
the attack on Zhang in Tainan and on the eve of the October 25 demonstration, Ma announced that he would receive
Chen in his capacity as ROC President.
Upon his arrival in Taipei on Nov. 3, Chen Yunlin addressed opposition concerns by apologizing personally for the
tainted milk exports and by reassuring the public that his visit would stick to economics and avoid political issues.
While Chen and his hosts were signing the four agreements on Nov. 4, problems were occurring in the streets
between police and demonstrators. DPP Chairperson Tsai Ying-wen had tried to channel protest into a three-day
peaceful sit-in. Rising tensions between the heavy police presence and demonstrators frustrated by restrictions on
their activities forced Tsai to take a tougher approach. She called for a siege of the Government Guest House where
the meeting between Ma and Chen was to take place on Nov. 6. On the night of Nov. 5, a large demonstration
forced Chen Yunlin and his dinner host, KMT Chairman Wu Poh-hsiung, to remain bottled up in the Regent Hotel
until 2:00 am when police finally cleared the streets for Chen to return to his hotel.
President Ma’s meeting with Chen was scheduled for late afternoon the next day. Fearing that the DPP siege would
so block the streets as to prevent the meeting from occurring, Ma was forced to modify those plans. That morning,
Ma held an impromptu press conference at which
he reiterated that Taiwan’s dignity would be maintained and that
2
he would receive Chen as ROC President. The Ma-Chen meeting occurred immediately afterward before the
demonstrators assembled and was limited to an eight-minute entirely public exchange of gifts and remarks. No
private meeting occurred, in order to avoid feeding exaggerated opposition fears that some secret deal was being
concocted. The question of how the two would address each other was finessed at the last minute by having an
official announce “President Ma” as he walked into the room. Chen did not address him as President Ma. The
Chinese official media reported that “Ma Ying-jeou the leader of the Taiwan authorities” had met Chen. Ma’s
Presidential Office reported that “President Ma” had received Chairman Chen.
The visit vividly illustrated the ability of the opposition minority to affect changes in Ma’s handling of cross-Strait
relations. Most importantly, it pressured Ma into adopting the position that he would receive Chen in his capacity
as ROC President. Having adopted this position, it will be politically impossible for Ma to change it in the future
without opening himself up to damaging criticism that he was caving in to PRC pressure and sacrificing Taiwan’s
dignity to curry favor with Beijing. This means that Ma will not be able to visit Beijing during his presidential
tenure because Beijing will not be willing to receive him in the capacity of ROC President.
Not all the politics is between the KMT and the opposition. Within the KMT camp there are tensions among the
Presidential Office, the KMT party, the SEF and the KMT caucus in the LY led by Speaker Wang Jin-pyng. Thus
far, the competition among them has been primarily about their respective roles and visibility in cross-Strait
dealings, and President Ma’s leadership has not been harmed.
Hu Jintao’s Six Points
3
On Dec. 31, Hu Jintao gave a speech on the 30th anniversary of the 1979 “Message to Compatriots in Taiwan.”
The published theme of the speech was “Let us join hands to promote the peaceful development of cross-Strait
relations and strive with a united resolve for the great rejuvenation of the Chinese nation.” In the speech, Hu laid
out six guidelines for handling cross-Strait relations:
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1. to firmly abide by the one-China principle and enhance mutual trust,
2. to advance economic cooperation and promote common development,
3. to promote Chinese culture and strengthen spiritual bonds,
4. to strengthen two-way visits and expand exchanges,
5. to safeguard national sovereignty and consult on external affairs, and
6. to end the state of hostility and reach a peace agreement.
Hu used the occasion to lay out the leadership’s views on dealing with Ma’s administration. As Hu put it, “In March
of this year, the situation in Taiwan underwent a positive change and a rare historical opportunity thus presented
itself in cross-Strait relations.” Hu Jintao’s previous policy statements had been made to deal with the separatist
challenge from Chen Shui-bian. Ma’s election had led to a debate within the leadership on how to deal with the
new situation. The debate has been only partly visible from published articles and conversations with members of
the think tank community. A policy statement to set guidelines in the new situation was needed. Hu was addressing
various audiences at home, in Taiwan and abroad. Clearly the domestic audience was very important, and the
speech reflects the pressures that were on Hu in setting the new course.
One indication of these pressures was the reference in the thematic title of the speech to “strive with a united
resolve,” a phrase that is addressed to Taiwan but also to domestic audiences. It would not be necessary to
prominently mention unity unless there were significant differences that needed to be unified. Hu’s call for people
to demonstrate “broader vision, deeper wisdom, more stalwart courage and a more pragmatic thought process”
implies that some have not been doing so. There are further hints of these policy differences in the text.
In the first of his six points, Hu begins with the importance of adhering to the one China principle, just as he had
in his 2005 four-point guidance. This time Hu elaborated on an interpretation of cross-Strait differences saying they
are not about China’s sovereignty or territorial integrity but about “political antagonism” between the two sides.
This interpretation was rejected by the Ma administration, which saw it as a repudiation of their view that the two
sides must at a minimum not deny each other’s existence, meaning each side’s claim to sovereignty. Hu then called
upon the two sides to “develop a common understanding and united position on safeguarding the one China
principle.” This too raised concerns in Taiwan because it seemed to portend a movement away from the flexible
“1992 consensus” formula that allows for different interpretations of one China. Consequently, the Ma
administration’s initial response reiterated the importance of developing relations on the basis of mutual non-denial
and the “1992 consensus.” As such, a response from Ma’s administration could easily have been predicted, these
sentences do not seem to be addressed to Taiwan. Rather they seem designed to solidify domestic support from
conservative elements by taking a firm ideological position on the one China principle.
Another indication of the pressures on the leadership is in the language used in Hu’s fourth point concerning the
DPP. Hu asserts that Beijing should patiently reach out, even to the DPP. However, the speech urges the DPP to
“cease carrying out its ‘Taiwan independence’ separatist activities” and to “return to the correct course of advancing
the peaceful development of cross-Strait relations.” Only then will Beijing respond positively. As there is no
possibility that DPP leaders would do so, this language too appears designed to appeal to domestic hardliners by
expressing an uncompromising rejection of separatism.
Hu’s fifth point on Taiwan’s international space advocates a middle of the road approach with elements appealing
to both domestic pragmatists and hardliners. The call for “fair and reasonable arrangements” appeals to pragmatists,
while the proviso against creating a situation of “one China, one Taiwan” reassures hardliners.
Hu’s sixth point addresses the military and security aspects of cross-Strait relations. Not surprisingly, this section
makes no mention of the issue that Taipei has been raising repeatedly, namely that there should be a reduction of
the military threat to Taiwan, particularly the missiles. As the People’s Liberation Army (PLA) does not welcome
civilians meddling in military matters, the PLA leadership undoubtedly welcomed Hu’s silence on this point.
If this speculation is correct, the pressures Hu felt it necessary to accommodate were coming mainly from hardliners
or conservatives. His points on economic and cultural exchange issues do not appear to be sources of significant
controversy. The impression is that Hu felt it necessary to consolidate support amongst hardliners by asserting
principled positions in this statement before moving ahead on conciliatory steps that might spark criticism. This
was similar to how Hu proceeded in late 2004 when he first had the National People’s Congress Standing
Committee approve the draft Anti-Secession Law in December 2004 before he authorized the TAO to negotiate
the first New Years charter flight agreement in January 2005. Put another way, Hu’s political challenge appears to
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have been to strike a balance between reassuring hardliners on matters of principle while setting general guidelines
for reaching practical agreements with Taiwan, which will inevitably involve some compromises.
In fact, Hu’s Six Points do contain many elements that may provide the basis for further improving cross-Strait
relations. The mixture of elements intended for different audiences has lead to many divergent interpretations of
Hu’s policy by commentators in China and abroad, this article being but one example. Beijing’s action over the
coming months will indicate what Hu’s actual intentions are. One positive indicator is that within two weeks of
Hu’s statement being issued, a first conciliatory step occurred. The WHO Secretariat sent a letter to Taiwan’s
Center for Disease Control inviting Taiwan to participate in the WHO’s International Health Regulations (IHR).
Exclusion from the IHR had been a long standing irritant. The arrangements for Taipei’s participation appear to be
one example of Hu’s call for “fair and reasonable” means for addressing Taipei’s demand for greater international
space without creating “one China, one Taiwan.”
Assessing Future Prospects
While welcome progress has been made, the prospects for an enduring stabilization of cross-Strait relations will
depend upon each leader’s ability to maintain domestic support for controversial steps to bridge the divisions
between Taipei and Beijing. Ma Ying-jeou will have the more difficult challenge because of the deep and emotional
internal divide and the volatile history of democratic politics in Taiwan. But Hu Jintao’s challenge should not be
underestimated because the farther Hu goes in ways that will help Ma deal with his domestic problems, the more
Hu will prompt criticism from hardliners in Beijing. Three issues will determine their ability to maintain domestic
support: international space for Taiwan, PRC deployments and economics.
International Space: Ma Ying-jeou has said repeatedly that cross-Strait relations cannot develop smoothly unless
the Taiwan people’s yearning for greater international space is accommodated. The issue has two aspects:
diplomatic recognition and participation in international organizations. On the former, President Ma has called for
a “diplomatic truce” in which both Taipei and Beijing would cease efforts to encourage states to switch recognition.
As the proponent and weaker party, Taipei has adhered to the proposal while seeking Beijing’s at least tacit
acceptance. Beijing has not agreed to such a truce, and scholars in China have noted that Beijing could not
permanently prevent states from switching sides. Nevertheless, since Ma’s election in March 2008, no state has
switched recognition. This is so despite indications that several states that recognize Taipei, most notably Paraguay,
have expressed an interest in recognizing Beijing. It is reported that when the government of newly elected
Paraguayan President Lugo approached Beijing on the issue, the overture was discreetly turned aside. Consequently,
it appears that Beijing is tacitly abiding by a truce that it is not willing to publicly endorse. Publicly accepting a
diplomatic truce would undoubtedly prompt criticism in Beijing.
It also appears that Beijing has gradually adjusted the implacable efforts made during the Chen Shui-bian
presidency to block Taipei anywhere and everywhere in the international community. One example was the
simultaneous selection of private experts from China and Taiwan in August 2008 to the WTO’s Permanent Group
of Experts. In November, Beijing did not object to former Taiwan President Lien Chan acting as President Ma’s
representative at the APEC Leaders Meeting in Peru. And for the first time, Beijing arranged for Taipei’s
representative to have a meeting with General Secretary Hu Jintao at APEC. Also in November, Taipei joined the
Agency for International Trade Information and Cooperation (AITIC) an inter-governmental organization. Taipei
joined as a “special customs territory” and again accepted the short-hand name “Chinese Taipei.” In December,
Taipei adhered to the WTO’s “Government Procurement Agreement (GPA).” The delay in Taipei’s adherence was
primarily because of domestic constraints in Taiwan, but when Taipei was ready, Beijing found a way around the
GPA name which might imply that Beijing was considering Taipei to be a “government.”
These developments are welcome and help address the international space issue. However, participation in UN
specialized agencies is the most important aspect of the issue. In mid August, Taipei announced a proposal focusing
on “participation” in UN specialized agencies. This represented a substantial break with Taipei’s past requests
seeking “membership” in the UN. The Ma administration made clear that this was a pragmatic approach and one
that avoided sovereignty issues. Predictably, the DPP opposition criticized the proposal as sacrificing Taiwan’s
sovereignty and its right to be represented in the UN.
Unfortunately, Beijing’s initial response was a hard-line reiteration of Beijing’s positions that showed little
flexibility. PRC Ambassador Wang’s letter to the UN described Taipei’s proposal as intended to create “two Chinas”
or “one China, one Taiwan.”4 That language seemed to mean that as a matter of principle Ma’s proposal was
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unacceptable to Beijing. The letter also stated explicitly that Taiwan is not qualified to “participate” in the
activities of UN specialized agencies. When its proposal was rejected at the UN, Taipei chose to downplay its
disappointment, noting that the more important test of Beijing’s attitude would come at the May 2009 meeting of
the World Health Assembly (WHA). The DPP was not so generous. They saw the response as a sign of Beijing’s
continuing hostility and argued that the Ma administration had gotten nothing in return for its misguided proposal.
As noted earlier, Beijing’s first significant move after Hu Jintao’s Six Point Guideline was to quietly authorize the
WHO to invite Taipei to participate in the IHR. In keeping with the 2005 Hu-Lien Joint Statement, Beijing and
Taipei envisage that the question of Taipei’s participating in the May WHA meeting as an observer will be discussed
bilaterally between Taipei and Beijing. Dealing with the issue bilaterally will be a departure from previous efforts when
Taipei sought designation as an observer by appealing to the international community for support and at times urged
Washington to make its case with Beijing. It is understood that these bilateral contacts are occurring, though neither
Beijing nor Taipei is publicizing what channel is being used. As of this writing in early March, it is not clear how the
observership issue will be resolved, though an invitation from WHO Director-General Margaret Chan is likely to be
part of the solution. Beijing officials have said that the two sides have enough wisdom to resolve the issue. The Ma
administration has expressed optimism over Taipei’s prospects at the May WHA meeting.
The WHA observer issue has been seen as a test case of Beijing’s good will on international space. However, it is not
the only international space issue. Although the Ma administration has not identified other institutions, several are
likely to be the focus of attention in the future. Taipei has long chafed over its exclusion from the International Civil
Aviation Organization (ICAO). In 2008, Taipei’s exclusion hampered its ability to deal with two specific issues:
Beijing’s plans to establish a new flight route through the Taiwan Strait (subsequently dropped) and Taipei’s
development of a modern tamper-resistant digital passport to meet international standards. In the context of the
current global financial crisis, Taipei’s continued exclusion from the IMF poses risks for Taiwan. If Taiwan were to
face a financial collapse as Korea did in 1997, it would not have the option Korea had to turn to the IMF for
assistance. The negotiation this year of a new international convention on climate change as a follow-on to the
Kyoto Protocol will involve issues affecting Taiwan. As Taiwan is not recognized as a state, it will not be eligible to
join the convention unless special provisions are made. Taiwan produces about one percent of global green house gas
emissions. If the new agreement should penalize economies that do not join or exclude them from participating in
cap-and-trade systems, this could undermine the global climate change campaign. Consequently, Beijing and the Ma
administration will face a continuing series of challenges with respect to Taiwan’s international space.
Security Issues: Officials in Taipei from President Ma on down have repeatedly called for Beijing to respond to the
lowered tensions by halting the deployment of missiles aimed at Taiwan. There is no evidence that there has been
any change in the steady expansion of PLA deployments aimed at Taiwan. The annual US Defense Department
report on Chinese military policy released in February 2009 noted that the deployment of missiles targeted on
Taiwan had continued since Ma’s elections. In Taipei, the Mainland Affairs Council (MAC) has reported that the
number of missiles had increased to 1,500 in early 2009. The DPP opposition has also frequently noted that Ma’s
efforts have not lead to any reduction of the military threat to Taiwan.
In January 2009, Beijing’s 2008 National Defense White Paper acknowledged the reduction of tension in the
Strait.5 The report said, “the attempts by the separatist forces of ‘Taiwan independence’ to seek ‘de jure Taiwan
independence’ have been thwarted and the situation across the Taiwan Strait has taken a significantly positive
turn.” Nevertheless it said separatist forces in Taiwan, Tibet and Xinjiang pose threats to China’s unity and security.
When asked specifically whether the improved situation in the Strait would affect deployments, Ministry of
National Defense (MND) spokesman Hu Changming said only “Our limited military deployments are entirely
based on our national security interests ….When adjustments will be made will be decided based on developing
changes in the situation.” From Taipei’s perspective, the situation has changed, so deployments should also change.
It appears that the PLA has no real interest in slowing or reducing the deployments at this time. The one man in
a position to effect reductions, Central Military Commission Chairman Hu Jintao, has thus far shown no
inclination to take on the PLA on the issue.
Rather than deal with the core issue of deployments, Hu’s Six Points reiterated earlier calls for an end to the state
of hostilities and negotiation of a peace accord. There have not been actual hostilities for 50 years. Consequently,
unless a hostilities ending agreement contained some concrete measures to reduce tension, the agreement would be
open to criticism for having little real meaning. Although both Hu and Ma have spoken formally about their desire
for a peace agreement or accord, neither side has provided specifics on what such an agreement might entail.
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Hu’s Six Points and the 2008 Defense White Paper both touch upon possible confidence building measures
(CBMs). Hu states, “The two sides can, in due course … hold exploratory discussions on the issue of establishing a
mechanism of mutual trust for military security.” This language and statements by other Chinese officials indicate
that Beijing is not in any hurry to reach agreements on CBMs.
Economic issues: Thus far the cross-Strait agreements have dealt with relatively uncontroversial issues, most of
which were initiated under Chen Shui-bian. Potential future agreements will touch on more sensitive issues.
President Ma’s proposal to negotiate a Closer Economic Cooperation Agreement (CECA) is the most politically
explosive of these. Neither the Ma administration nor Beijing has been specific about what CECA would involve.
In its most expansive form, the CECA would be an FTA-like agreement removing barriers to trade and investment
on a reciprocal basis, providing investment and intellectual property protections, defining dispute resolution
procedures and exchanging ARATS and SEF offices to deal with related issues. Although the CECA is not yet on
the agenda for SEF-ARATS negotiation, the prospect has already provoked an intense debate in Taipei.
The Taipei business community supports negotiation of CECA as a way to mitigate the effects of Taiwan’s exclusion
from ASEAN-related regional trade liberalization regimes. As the ASEAN-China FTA will come into effect in 2010,
the business community is pressing for action. A comment by National Security Advisor Su Chi on February 13 that
the issue would be discussed at coming SEF-ARATS talks roused the opposition to action.
Although proponents portray the CECA as a purely economic agreement, the opposition sees it in political terms,
as a move that would affect Taiwan’s sovereignty and lay a basis for eventual reunification. On Feb. 22, Taiwan
Solidarity Union (TSU) Chairman Huang Kuang-hui said that a CECA agreement would be grounds for
impeaching President Ma. DPP Chairwoman Tsai Ying-wen said that a CECA would provide the basis for an all
out campaign against Ma and would likely lead to “social unrest.” Her comments are an indication that deep green
activists will use the issue to mobilize street demonstrations to block the agreement and to rebuild public support
for the DPP by making emotional appeals over fears about unification.
Government spokesmen have tried to calm this mood by stating repeatedly that the CECA is not on the agenda
for the coming ARATS-SEF meeting and that the government has no timetable for its negotiation. On Feb. 27,
President Ma gave a televised interview to address public concerns, emphasizing the economic rationale for the
CECA and saying that plans would be reported to the LY in advance. Ma said his administration would no longer
use the now politically charged term CECA but instead adopt the term Economic Cooperation Framework
Agreement (ECFA). MAC Chairperson Lai Shin-yuan gave assurance that the CECA or ECFA would be
submitted to the LY for approval. The opposition notes that KMT dominance in the LY assures approval. Given its
minority position, the DPP will see taking to the streets as its most effective means of blocking the agreement,
though DPP Chairperson Tsai has also called for submitting any such agreement to a referendum.
Apart from specific economic issues, economic developments will also have an important impact on the domestic
politics of cross-Strait relations. Ma’s electoral victory was achieved to a significant degree on the basis of his campaign
promise to restore economic growth. Ma promised that the economy would grow six percent, that unemployment
would be reduced to three percent and that per capita GDP would be raised to $30,000. His plans to ease restrictions
on cross-Strait economic ties were a central element in his strategy for achieving these campaign goals. The global
recession has made a mockery of these goals.
It is true that the easing of restrictions on cross-Strait economic ties has had a positive economic effect. But the
modest benefits have been overwhelmed by the global economic slowdown. Most directly, the global trade
slowdown has led to a dramatic drop in Taiwan’s exports to the PRC. Taiwan’s exports to China declined by 54%
in December 2008 from a year earlier and by 58 percent in January 2009 compared to January 2008. The decline
in Taiwan’s exports to China has been greater than the decline in exports to Taiwan’s other major export markets,
leading to opposition charges that Taiwan is too dependent on the China market. What the impact of this
unprecedented global decline will be on the Taiwan economy and on the public’s perception of Ma’s cross-Strait
economic policies is difficult to predict. In a worst case scenario, the global decline will last into 2011, and the gap
between Ma’s promises and Taiwan’s economic reality could undermine Ma’s prospects for re-election. In late 2008,
the DPP began criticizing Ma’s failure to live up to his economic promises, and many commentators believe this is
a key reason why public support for Ma has fallen dramatically.
A more optimistic scenario might have several positive elements. First, the global downturn could end much earlier
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allowing Taiwan’s economy to recover before 2012. Second, Beijing has recognized the dangers and has already
taken some initial steps to cushion the impact of the global downturn on cross-Strait trade and investment. In
December, Beijing offered 130 billion Yuan of loans to Taiwan invested enterprises (TIEs) and promised to purchase
$2 billion of flat panel displays from Taiwan’s heavily impacted firms. If these and other proposals are implemented
and the Taiwan public is persuaded of the benefits to Taiwan, this could ease criticism of Ma’s policies. Third,
further agreements between ARATS and SEF could substantially open up cross-Strait financial relations, including
authorizing Chinese investments in Taiwan. If these measures should be implemented when the global economy is
recovering, there could be significant mutual benefits for firms in China and Taiwan.
The key point is that economics has been the most important element contributing to a stable and mutually
beneficial relationship across the Strait and that the economic relationship is under unprecedented strain. How
events unfold and how policy in Beijing and Taipei respond will have a major impact on whether that positive
economic tie is reinforced or undermined in the next couple of years.
The US Role
The US remains an actor in the triangular Washington-Beijing-Taipei relationship within which cross-Strait
relations take place. The new Obama administration has clearly indicated that there will be continuity of US
policy with respect to cross-Strait issues. The new team includes several senior officials who have been intimately
involved in past cross-Strait policy, notably National Intelligence Director Dennis Blair, Deputy Secretary of
State Jim Steinberg, NSC Senior Director for Asia Jeff Bader and the nominee for Assistant Secretary of State
for East Asian and Pacific Affairs Kurt Campbell. All of these officials are well within the mainstream of
American policy thinking. In the context of her initial trip to Asia, Secretary Clinton has restated the key
elements of long-standing US policy on cross-Strait issues.
The US role in the triangular Washington-Beijing-Taipei relationship has evolved. The positive developments that
have occurred in the last eight months have all been handled bilaterally by Beijing and Taipei without direct
American involvement. This was the case with the initial decisions to have Vice President-elect Siew attend the
Boao Forum and meet General Secretary Hu. It has been the case with all the bilateral developments in the
ARATS-SEF channel. And it has been the case with the key developments in the international context, notably
regarding Lien Chan’s participation in APEC and the invitation for Taipei to join the IHR. Washington has been
kept informed, and Washington has publicly welcomed these developments.
In the current positive environment, Taipei has not asked Washington to become involved. Nor has China. During
the previous five years, Beijing had wanted US help in deterring Chen Shui-bian from pursuing “separatist” policies.
Beijing welcomed US support in part because it was confident that the US interest in maintaining peace was
congruent with Beijing’s own interests. Beijing does not have a similar confidence that US interests are aligned
with Beijing’s current efforts to lay a groundwork for eventual reunification. In fact, most people in Beijing,
including policymakers, remain deeply skeptical of US long-term intentions regarding Taiwan and consequently do
not want the US meddling in its bilateral dealings with the Ma administration. If Washington were to assert a role
in those bilateral negotiations, this would be resisted by Beijing, and the effort could well become a serious obstacle
in US-China relations. Secretary Clinton’s statements welcoming recent developments and encouraging further
progress is the right posture on US involvement under current circumstances.
That said the Obama administration will face specific policy decisions on arms sales to Taiwan. Sec. Clinton has
repeated standard US policy that the Taiwan Relations Act (TRA) requires the US to sell defensive arms to
Taiwan. In addition to routine arms sales notifications, the Bush administration postponed some relatively noncontroversial systems, including Blackhawk helicopters, which the new administration is expected to approve. Most
importantly, the last administration deferred consideration of Taipei’s request for 66 F-16 C/D fighters. The F-16s
involve several inter-related issues: How does the Ma administration assess the importance of the F-16s in Taiwan’s
overall deterrence posture? What steps if any does the PRC take to reduce the military deployments aimed at
Taiwan? Will the F-16s become an element is some cross-Strait military dialogue? How will Beijing address the
issue in the context of US-China relations? Beijing’s decision to postpone mil-to-mil activities after the Bush
administration notified its last major arms sales package in October 2008 was widely interpreted as a signal of
Beijing’s serious opposition to the sale of F-16s. Beijing’s views were made clear to Sec. Clinton when she visited
Beijing in February. It is expected that once the Obama administration national security team has been confirmed
in office, Taipei will reach its decision on formally requesting the F-16s. At that point the issue will be joined, and
Washington will face a difficult decision.
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Conclusion
Cross-Strait relations have improved significantly since Ma’s election. Leaders in Taipei, Beijing and Washington
all recognize the importance of the opportunity that exists to put relations on a more stable long-term basis. There
are sound reasons for expecting that further progress will be made on the economic, social and international
aspects in the months ahead. Nevertheless, both Presidents Hu and Ma must maintain domestic support for this
process to continue.
It is important to keep in mind that a major test of whether a stable basis has been achieved will come in three years
in the context of the 2012 Taiwan presidential election. While the political context of that election cannot be
clearly seen at this time, it is safe to say that the Taiwan electorate’s assessment of Ma’s handling of relations with
Beijing will be a, if not the, key issue in that campaign. Ma will seek to sell the benefits of his cross-Strait policies;
the DPP will seek all possible ways of attacking Ma and Beijing. Thus far, President Ma and his administration have
not been particularly skillful in handling the domestic public relations aspects of their cross-Strait policies. The
campaign will be a raw political struggle for the support of moderate voters, and those voters have shown an ability
to swing their support dramatically in past presidential elections. The outcome of that struggle for the support of
moderate voters will be crucial to the prospects for long-term stability in cross-Strait relations.
1. President Ma’s interview with El Sol de México, August 26, 2008, on the Office of the President website, September 3, 2008
2. Office of the President website, November 6, 2008
3. The Chinese text of Hu’s statement from the TAO website www.gwytb.gov.cn. Beijing has completed an official English translation, but it is not yet
available on the website.
4. United Nations General Assembly document A/63/319. August 22, 2008
5. China’s National Defense in 2008, January 20, 2008

––––––––––––––––––––––––––––––––––––––––––––––––––


“An American’s View of Recent Cross-Strait Relations”
By Richard Bush
Delivered at a conference on “Cross-Strait Political and Economic Relations and the Next American Administration”
Taipei, Taiwan December 3, 2008*

L

et me emphasize at the beginning that what I am about to offer are my personal views. They really are. I am
speaking only for myself, a humble scholar. That may be difficult for some of you to believe, but it is the truth.
All I am offering is one American scholar’s view on recent cross-Strait relations.

What Was the Problem?
At the outset, it is important to identify the nature of the problem that existed between China and the ROC before
Ma Ying-jeou took office. This is complicated and many contending views exist. In my opinion, the core of the
problem was that, despite the reality of cooperation and objective potential for even more cooperation, the leaders
on each side believed increasingly that the other threatened its fundamental interests. What was important was the
belief, whether it was true or not. Once each side chose to fear the other’s intentions, it then adopted policies based
on those fears.
• China feared that Taiwan’s leaders were going to take some action that would have the effect of frustrating that goal
and permanently separating Taiwan from China. So Beijing intensified its diplomatic quarantine and increased its
military power to deter such an eventuality, and it did the latter with a seriousness that was unprecedented.
• Taiwan feared that China wished to use its military power and diplomatic clout to intimidate it into submission,
to the point that it would have to give up what it claims to be its sovereign character. Taiwan’s deepening fears
led it to strengthen and assert its sense of sovereignty.
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• China, in a frequent misreading of what was going on, saw Taiwan’s assertions of sovereignty as pushing towards
de jure independence. So it increased its military power and diplomatic quarantine. And so on.
To complicate matters even further, some Taiwan leaders saw a political advantage in waving the sovereignty flag.
China, on the other hand, could never tell whether this was simply a political ploy or a tricky way to undermine
its interests, but it prudently chose to interpret it as a major threat.
The United States came to play a special role in this deteriorating situation. China’s first line of defense when it
was facing such “dangers” was to mobilize the United States, on the assumption that Washington had more
control over Taiwan than it did. Taiwan, as a democracy, assumed that we would take its side as China’s rhetoric
became more threatening. Each was unhappy when Washington appeared to take the side of the other. In China,
therefore, it is common to conclude from America’s behavior that our policy is one of blocking Taiwan
independence but also obstructing unification. Some in Taiwan believed we sold out our democratic values for
the sake of commercial or foreign-policy benefits with China. Sometimes in diplomacy, the best you can do is
leave everybody equally unhappy.
Actually, the U.S. role is rather different from what observers in China and Taiwan believed. Washington’s main
goal has always been the preservation of peace and security in the Taiwan Strait. The principal danger, as we saw
it, was that the two sides might inadvertently slip into a conflict through accident or miscalculation. The U.S.
response was to pursue an approach of dual deterrence, or encourage dual restraint, in order to keep low the
possibility of accidental conflict.
Developments Since May
So the recent history of cross-Strait relations has been a vicious circle of mutual fear. The election of Ma Ying-jeou
offered the possibility of a reversal of the vicious circle because he proposed a different approach to addressing
Taiwan’s China dilemma. In particular, he argued that the best way to ensure Taiwan’s prosperity, security, and dignity
was to reassure and engage China. Of course, Ma and the KMT were responding to proposals of moderation from Hu
Jintao.
We all know the results of the interaction between the two sides since Ma’s inauguration:
•
•
•
•
•

use of the ambiguous “1992 consensus” as a basis for revival of semi-official contact;
resumption of semi-official dialogue at various levels and in various fields after restrictions for nine years;
signing of six agreements in the economic, transportation and travel fields;
some good signs on the international front;
the unprecedented visit by the Association for Relations Across the Taiwan Straits (ARATS) Chairman Chen
Yunlin to Taiwan, and so on.

But we know that these achievements are the easy things and the difficult issues are yet to come. We know that
not everyone on Taiwan is happy with these developments.
I am not going to talk about the details of all of this but will focus more on the dynamics of the broader process
underway. For process must drive substance and substance must drive process. I wish to make several points.
First of all, when two adversaries seek to back away from a situation of mutual fear and mutual mistrust and seize
the benefits of cooperation, it is risky to try to do it all at once. There is the natural anxiety that if one makes too
big a concession, or too many concessions, or the wrong concessions, the other side will exploit my goodwill and
ask for more. If the current process is to succeed, it will occur not through some “grand bargain” but as a result of
a gradual, step-by-step process where Side A’s small initiatives do not entail substantial risk, and Side B’s small
positive response encourages Side A to make even more modest initiatives. In the process, one hopes, the two sides
will build mutual trust and reduce mutual fear.
It seems clear that Beijing and Taipei have embarked on a step-by-step process. It is not so clear that mutual trust
is being built, simply because that is harder to gauge and because it is still in the early days.
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Second, in undertaking an incremental, trust-building process, it is natural that two adversaries would begin with the
easy issues and work toward the hard ones. In some respects, it is those on which the gains of confidence-building are
most likely. It is there that the risks of problems occurring are smaller and more manageable. Problems can occur, to
be sure. The sovereignty issue can pop up and Taiwan must be careful to handle or set it aside in a way that does not
hurt its long-term interests. But that is far better than raising the big issues first and risking the whole process by doing
so.
But sooner or later, the hard issues must be faced. I believe that progress on economic issues is not enough to reduce
Taiwan people’s fear or to bring about a significant change in their attitude toward the PRC. That is because
Beijing’s diplomatic quarantine and military build-up were what created Taiwan’s fear; Beijing must address these
issues sooner or later. So if Beijing wishes to win the trust of Taiwan’s leaders and Taiwan’s people, it is in these
areas that it will have to act. But it is in these fields that it can make significant gains.
Beijing’s reluctance to make concessions in these areas appears to have two sources. On the one hand, there seem
to be substantive problems. So far on international space, the PRC has taken a very restrictive approach. When
Taiwan took a moderate, “meaningful participation” approach to the UN this fall, the PRC response was that
“taking part in the activities of special UN organizations violates China’s sovereignty and territorial integrity and
interferes in China’s internal affairs.” On security, the People’s Liberation Army (PLA) seems to believe that the
best way to deal with Taiwan is to place its people in a situation of permanent insecurity.
Now I hope that Beijing will change its mind on these substantive concerns and, for example, show flexibility on
the World Health Organization (WHO) and find ways to reduce the Taiwan people’s sense of insecurity. But there
is another obstacle. Beijing also appears to suffer from an overhang of mistrust. On international space, it fears that
if it makes concessions to a Kuomintang (KMT) Administration (observership in the WHO, for example) a
Democratic Progressive Party (DPP) Administration will later come to power and use that status as a steppingstone to membership. Similarly, on security, the PLA seems to think that Taiwan independence remains a serious
threat and that “the mission of opposing and curbing secessionist activities remains strenuous.” I believe these fears
are exaggerated, but Beijing won’t lower its guard because I say it should.
This PRC concern about the future of Taiwan politics relates to my third point. That is, obviously, the approaches
that Ma Ying-jeou and Hu Jintao have undertaken, and any arrangements negotiated pursuant to those approaches,
must enjoy political support. That is obvious in democratic Taiwan. It is also true in the PRC. Because this is by
necessity an incremental process, support must be built and sustained as the process moves forward. That requires
those who negotiate the agreements to explain clearly why the agreements are valuable and why crucial interests
are not being sacrificed in the process. It also requires those who oppose them to provide clear and convincing
critiques. These issues are too important for them not to be addressed seriously.
There is an irony here. If the PRC is too grudging to what it offers a KMT administration, particularly on
international space, it will undercut President Ma’s argument that the best way to ensure Taiwan’s prosperity,
security, and dignity is to reassure and engage China.
Ends and Means
It is not enough that the two sides approach their task incrementally, move from easy issues to hard ones and do so
seriously, and cope with problems of domestic support. This process will be more likely to succeed if Beijing and Taipei
agree, at least informally, on what its goal is. Having an objective gives the two sides focus and a sense of purpose. On
democratic Taiwan, the existence of a goal gives the public a sense that individual steps are directed towards a
destination. The goal will serve as a benchmark with which to evaluate the performance of the Ma administration.
Every time the two sides successfully take a step toward that objective, they gain more confidence that more can be
achieved.
It seems clear that the goal is not unification: President Ma has made it clear that it is not on the agenda during
the period of his administration. And that makes substantive and political sense. The obstacles to resolving the
fundamental cross-Strait dispute are too profound to address any time soon. Moreover, the Taiwan public is not
ready to forge consensus on how to address those obstacles. If Beijing assumes that unification is possible in the
near- or medium-term, there will be problems.
It appears the two sides have identified another goal worth striving for. The term that Beijing uses most often is
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“peaceful development,” and Mainland people sometimes talk in terms of creating a framework of peaceful
development. There are a couple of different formulations used on Taiwan. President Ma has used the formulation:
“Facing the reality, mutual non-denial, promoting people’s welfare, and peace across the Taiwan Strait.” Other
officials talked of “establishment of mutually beneficial, win-win relations,” or of a “new phase of peaceful
development and stable interaction in cross-Strait relations.”
My own term for this goal is “stabilization.” By that I mean the creation of an environment for cross-Strait relations
that allows the two sides to coexist without mutual fear and maximize the opportunities for cooperation.
Stabilization is not the status quo of the past fifteen years, in the sense that a key feature of the last fifteen years was
growing mutual fear and mistrust. Stabilization is an improvement of that status quo. Stabilization begins with each
side’s declaratory reassurance that it does not intend to challenge the fundamental interests of the other.
Stabilization requires reliable channels of communication and dialogue, such as the SEF-ARATS channel.
Stabilization takes substantive form through broadening and deepening of cooperation in a variety of fields. This
will occur most obviously and quickly in the economic field but it must also expand into the arenas of international
space and security if it is to be convincing and enduring. If fully realized through an incremental process,
stabilization will make cross-Strait relations more predictable and will significantly reduce mutual fear. Leaders will
be far less likely to suspect that the other side is preparing to change the status quo. They would therefore see less
need to pursue the hedging and deterrence policies which so far have fed the insecurity spiral.
The American Stance
So, President Ma’s election has created a strategic opportunity for improving cross-Strait relations and reversing the
spiral of mutual fear. But it poses a couple of challenges for Beijing as to how it should respond if it wants to create a
self-sustaining process. It also raises or will raise a number of questions about the attitude and role of the United States.
First of all, is the United States wary of the increasing interaction and cooperation between China and Taiwan? If
you are in China and believe that Washington has a “no independence, no unification” policy, then you will infer
that we would oppose what is occurring.
But that is not the case. To be absolutely precise, we are a pluralistic country and there are some Americans who
are concerned about President Ma’s accommodative policy. But they are a minority. The Bush administration,
mainstream scholars, President-elect Obama, and I expect Senator McCain, all believe that the recent reduction of
tensions and cross-Strait engagement is in U.S. interests.
Second, is the United States going to somehow block the process? Again, Chinese observers might expect us to do so.
But because this reduction of tensions is in our interests, we have no reason to stop it. Some Chinese might point
to a package of arms sales to Taiwan that the Bush administration recently announced, and interpret it as a way of
blocking reconciliation. In truth, it is an appropriate and tardy response to the Chinese military build-up and to the
sense of insecurity it creates on Taiwan. It is likely to strengthen Taiwan’s ability to engage China. More
fundamentally, our arms sales policy is a function of China’s military build-up and the sense of vulnerability that it
fosters on Taiwan. The implications of that premise should be obvious.
There may be things that we can do to promote the positive trend that is occurring. I hope, for example, that the
Bush Administration is advising China about the costs of caution and lack of creativity concerning its own military
build-up and Taiwan’s international space.
Fourth and finally, what should happen about arms sales?
I will only repeat what I said before. Our arms sales policy is a function of China’s military build-up and the sense
of vulnerability that it fosters on Taiwan. If China shifts its acquisitions and deployments in a manner that leaves
Taiwan feeling more secure, that should affect what it decides it needs from the United States.
Conclusion
The road to creating an environment of stability is not an easy one. It requires keeping in mind the initial point
of departure and the reason for motion. In this case, it was the poisonous situation of mutual fear in which Taiwan
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and the PRC existed for over a decade. It requires an incremental process of trust building that moves from
simple issues to difficult ones but does get to the hard issues before too long. That is because those issues
contributed to the situation of fear in the first place and affect the domestic politics which surround the process
of stabilization. Stabilization is not easy at all because, I suspect, some political elements on each side of the
Strait believe that an environment of mutual fear is more consistent with the identity they prefer for Taiwan and
with their political interests. But if the two sides are successful in bringing it about, I have no doubt that it will
be in the interests of the governments and peoples of the two sides of the Strait. I have no doubt that the United
States will welcome it.
*This speech was prepared prior to the Obama administration taking office.
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Cross-Strait Confidence Building Measures: Time to Seize the Opportunity
By Ralph A. Cossa

A

new atmosphere in cross-Strait relations has been created following the 2008 election of Ma Ying-jeou
and the return to power of his Kuomintang (KMT) Party, which ran on a platform of increased
cooperation rather than deliberate confrontation with the Mainland. Now that former President Chen
Shui-bian and his Democratic Progressive Party (DPP) have passed from the leadership scene, both Beijing and
Taipei see, and are increasingly willing to acknowledge, the geopolitical benefit in mutually improving cross-Strait
relations. President Ma ran on a platform that espoused improved cross-Strait relations and, more recently, Chinese
Premier Wen Jiabao provided a positive assessment of cross-Strait relations in early March 2009 at the Second
Session of the 11th National People’s Congress.1 This suggests that the time may finally be ripe to explore crossStrait confidence building measures (CBMs) as a vehicle for building greater mutual trust and understanding aimed
at creating a more stable, positive geopolitical environment.
Background
The 2000 election and especially 2004 re-election of Chen Shui-bian dramatically changed the cross-Strait
geopolitical landscape. The coming to power of the Democratic Progressive Party (DPP) was not so much the
beginning of a new era as it was the confirmation that the dramatic changes unleashed during Taiwan’s first true
democratic election in 1996 were now irreversible. As I argued at the time, there was an opportunity for cross-Strait
CBMs in 2000, if both sides had placed a priority on this task.2 Unfortunately, this was not meant to be. Placing
blame is of little value; there was enough blame to go around.
Despite assurances at his inauguration that Chen Shui-bian would not attempt to change the status quo, Beijing
took a “wait and see” attitude that could also be characterized as a “guilty until proven innocent” approach toward
the new DPP-led government. It chose to dismiss Chen as a leader without consensus, given that he came to
power with only about a third of the popular vote and was backed by a minority party. It showed little flexibility
on its “one China” policy and took a “marry me or I’ll kill you” approach to reunification which proved
increasingly counterproductive.3
For its part, the Chen administration seemed to view a confrontational approach toward Beijing as more beneficial
to its domestic political agenda. This, combined with a series of political surprises which stretched, if not broke his
inauguration promises, convinced Beijing that Chen could not be trusted. Foremost among these was Chen’s
assertion in an August 2002 video conference with independence supporters in Tokyo that there was “one country
on each side” of the Taiwan Strait, an assertion which not only surprised Beijing and Washington but even many
of Chen’s supporters and senior staff in Taiwan.4
Simply put, once the Chinese leadership became convinced that Chen was part of (if not the major) problem,
CBMs were essentially taken off the table because Beijing believed it was very much in its interest for Taipei NOT
to feel confident. Beijing’s cross-Strait strategy was based, first and foremost, on Taiwan’s fear of the consequences
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of moving toward “independence.” As long as this was the case, most CBMs were seen as counterproductive to
achieving this goal. Even in this case, some CBMs could have been deemed appropriate. CBMs that were aimed at
risk reduction or conflict avoidance rather than at building trust and confidence could have been pursued, but were
not. Beijing seemed to adopt a “just say no” policy toward any measures that would have been seen as working to
Chen’s political advantage, even if Beijing would have also benefited from the measure.
With the change of government in Taipei, the opportunity for a new era in improved cross-Strait relations once
again presents itself. President Ma has outlined a “three no’s” policy – no independence, no reunification, no use of
force – which was aimed in part at reassuring Beijing that he would not follow the independence path his
predecessor had been accused of pursuing (while also assuring nervous DPP supporters that he had no intention of
pursuing reunification either).5
Chinese President Hu Jintao has also set a positive tone in laying out his own “six-points” in dealing with the crossStrait issue.6 These comments, and the more cooperative attitudes they represent, open the door for the initiation of
cross-Strait confidence building measures as a first step toward a more permanent peace accord between the two sides.
Confidence Building Measures
Definitions of confidence building measures vary, ranging from the very narrow (looking almost exclusively at
military measures) to much broader interpretations encompassing almost anything that builds confidence. I will
employ the basic definition of confidence building measures or confidence and security building measures (CSBMs)
used by the Council for Security Cooperation in the Asia Pacific (CSCAP): both formal and informal measures,
whether unilateral, bilateral, or multilateral, that address, prevent, or resolve uncertainties among states, including both
military and political elements.7 Such measures contribute to a reduction of uncertainty, misperception, and suspicion
and thus help to reduce the possibility of incidental or accidental war.
The key factor as pertains to China-Taiwan is the necessity for a “win-win” approach. This was particularly challenging
during the Chen administration since Beijing increasingly (and often with good reason) seemed to view cross-Strait
relations (at least when it came to Chen Shui-bian) in “win-lose” terms. An ability to understand and honor the other
party’s legitimate security concerns was not a characteristic of Beijing’s approach to cross-Strait relations during this
period. The key to future progress will be the ability of both sides to develop mutually compatible (although not
necessarily identical) definitions and approaches toward confidence building. The resumption of cross-Strait dialogue
between the China-based Association for Relations across the Taiwan Strait (ARATS) and Taiwan’s Straits Exchange
Foundation (SEF) in June 2008 sends a signal that the time may now be ripe to move in this direction.8
Cross-Strait Confidence Building Measures
There are many traditional CBMs – military and non-military – that should be considered.9 Traditional military
CBMs that could be pursued include direct military to military contacts, visits by military delegations, military
personnel exchange programs, prior notification of military exercises, the opening of military exercises to
international observers, greater openness regarding military budgets and defense planning and procurement, and the
sharing of defense information. Expanded contacts at various levels and in diverse fields (cultural, academic, trade,
economic, and scientific, as well as military) and a reduction in the military buildup in both China and Taiwan
would also be beneficial to both sides as well as to the United States. For starters, Beijing needs to rethink the
wisdom of its continued build-up of offensive missiles opposite Taiwan – a confidence destroying mechanism – and
Taipei needs to rethink the wisdom of devoting precious defense resources to developing an offensive missile strike
capability that would have little deterrence value.
Military Confidence Building Measures. Military CBMs, implemented step-by-step, could play an important role in
increasing trust and understanding between China and Taiwan. Some specific suggestions are offered for consideration:
Regular Military Exchanges. A program of regular military exchanges could be initiated. Given the extreme
sensitivity of direct military contacts, this should most appropriately begin with visits of retired military officers and
civilian national security experts. Active duty officers could be added as trust is built on both sides. Discussions
could include broader Asia-Pacific security issues such as the South China Sea, Korea, and Japan.
Communications Links. The establishment of communications links between the two militaries, such as setting up
military hotlines, would carry symbolic importance as well as substantively contribute to the avoidance of
miscalculation in a crisis. Hotlines could be established at the defense ministry level or between commanders,
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similar to the efforts to promote greater cooperation between the Republic of Korea and Japan and between China
and the U.S. Of note, since 1997, Beijing and Taipei have set up two non-military hotlines to assist in maritime
rescue efforts, showing that such links are possible.10
Missile Restraint Regime. Mutual restraint on missile and missile defense programs could also be pursued. For
example, one could envision some type of “grand bargain” under which China would freeze the deployment of its
ballistic missiles opposite Taiwan if Taipei would agree, in return, to forego acquisition of additional theater missile
defense (TMD) systems. However, it would be naive for Beijing to expect Taiwan to unilaterally forego TMD in the
absence of some gesture by the PRC to reduce its current and projected missile threat against Taiwan. Taiwan’s
planned offensive missile program could be seen as another bargaining chip in this “grand bargain.” Linking a
drawdown in missile sites to a complete halt in arms sales to Taiwan does not seem a realistic choice for Taiwan,
however, especially if it were to be negotiated between Beijing and Washington – this would be another confidence
destroying mechanism.
Operational Military Constraints. The two sides could move toward agreeing on limits on the scale and location
of military exercises, to include troops and naval vessels, and agree to refrain from flying combat aircraft within a
specified area over the Taiwan Strait. Such a constraint measure, if and when negotiated, will likely need some form
of monitoring agreement designed to confirm compliance.
An Incidents at Sea Agreement could also reduce the probability of inadvertent naval conflict. The Guidelines for
Maritime Cooperation developed by CSCAP maritime specialists (including participants from the PRC and
Taiwan) could also provide a useful framework for greater cross-Strait maritime cooperation.11
Transparency Measures. Transparency measures could be taken by both sides, including direct pre-notification of
military exercises and troop movements. Beijing has, on several occasions, published a defense white paper and
Taiwan, since 1992, has regularly produced one. Both sides could be encouraged to use the expanded format proposed
in the CSCAP generic defense policy paper in order to increase military transparency. An annual meeting to discuss
one another’s paper would also help promote transparency and reduce wrong impressions. Beijing could also contribute
more detailed data to the UN Register of Conventional Arms and agree to an arrangement whereby Taiwan arms
purchases could also be reflected in the Register. Beijing currently blocks Taiwan participation in such UN activities,
even though it has a vested interest in obtaining details regarding Taiwanese arms procurement activities.
Open Skies Proposal. While highly sensitive, the possibility should be considered of offering or at least building
toward some type of “open skies” agreement to permit mutual reconnaissance opportunities over one another’s
territories. Alternatively, third party reconnaissance platforms operated by a neutral nation or organization could
monitor troop disposition and movements with the information collected then shared by both sides. Advances in
commercial satellite capabilities prove another avenue to begin exploring the “open skies” concept in a less
sensitive manner. Any type of missile moratorium or draw down would likely need some type of verification
mechanism and a limited “open skies” agreement could serve this role.
Non-Use of Force. Defusing the “use of force” issue could also help improve the atmosphere for cross-Strait
dialogue and remove a major impediment in Sino-U.S. cooperation. One could envision a possible solution to this
dilemma. Beijing could issue a statement noting that, “as long as (if) Taiwan promises to accept and respect the
principle of one China and does not seek a “two China” or “one China, one Taiwan” solution, Beijing can envision
no scenario under which the use of force would be required to bring about this desired end state.” As noted
previously, President Ma has already made a three no’s pledge that offers “no independence” (and no unification)
in return for a “no use of force” pledge.
WHO Accession. Beijing’s rejection of earlier attempts by Taipei to join the World Health Organization (WHO)
as a health entity were both politically and morally without justification and could be seen as leading to (or at least
being used as an excuse to justify) the Chen administration’s subsequent attempts to join as “Taiwan.” If the Ma
administration is prepared to revert to the “health entity” formulation, Beijing should signal (and subsequently
demonstrate) its willingness to accept this formulation, to demonstrate it truly cares about the well-being of the
people on Taiwan.12
Diplomatic Truce. Another significant CBM would be for both sides to honor a “diplomatic truce” in the
international arena. In recent years, Beijing has taken great delight in humiliating the Chen administration by
spiriting away Taiwan’s few remaining allies, normally through a shameless bidding war that has leant little dignity
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to either side. This must stop. If no one recognizes the Republic of China (Taiwan’s official name), why shouldn’t
it just declare itself the Republic of Taiwan now and end the “one China” charade?13 Beijing could consider opening
China Economic and Cultural Exchange (CECO) offices in countries that have diplomatic relations with the
Republic of China, rather than continue to pursue its current “all or nothing” approach.
Greater Personal Interaction. Greater cross-Strait personal interaction at various levels and in many spheres
should be expanded among civilian as well as military personnel (including government officials and research
scholars) in order to develop a greater sense of understanding and possibly a common community. Of course, this
also requires a degree of civility not yet demonstrated by Taiwan’s vocal opposition forces who physically harassed
a visiting Chinese official, ARATS Vice-Chairman Zhang Mingqing, during his October 2008 visit to Taipei and
did everything they could to disrupt the first ever visit of a “designated representative of the Chinese government,”
ARATS Chairman Chen Yunlin, when he visited a month later.14 Such demonstrations did little to derail the crossStrait dialogue process but can do immeasurable damage to the DPP’s reputation internationally.
Protecting Lives and Interests. The October 1998 Koo-Wang Talks agreement to strengthen cooperation in
protecting the lives and interests of “countrymen” from both sides of the Strait provides another specific and
relatively promising area for progress in improving cross-Strait relations.15 Taiwan has long urged the working out of
an agreement on protecting the rights and interests of Taiwan investors on the Mainland. While some work has
obviously been accomplished here, more remains to be done. Additional measures would not only encourage the
increased investment on the Mainland desired by the PRC, but would improve prospects for implementing the
“three links.”
Environment and Public Health. One area that is usually overlooked in cross-Strait CBM discussions is the area of
environment and public health, but this is an area where both sides have mutual challenges and could create winwin conditions. Clearly the way in which Beijing made it difficult for Taipei to get direct information during the
severe acute respiratory syndrome (SARS) outbreak in 2003 was a confidence destroying mechanism that created a
great deal of ill will toward the Mainland on Taiwan.16 The continuing challenges posed by a potential outbreak of
avian influenza argue for increased cross-Strait (as well as Asia-wide and global) cooperation on health issues.17
Specific cross-Strait environmental CBMs identified in the Glaser/Glosserman CBM Study included cooperative air
pollution monitoring, information exchange on migrating birds and illegal wildlife trade, jointly setting up
environmental education programs, and promoting city-to-city dialogues on urban waste problems, among other ideas.18
Nuclear Energy Cooperation. Taiwan has a significant problem in dealing with spent fuel storage and the handling
of low-level radioactive waste. Its “temporary” storage facility on Lan Yu Island (which was supposed to cease
operation in 2003) is reaching capacity, and attempts to unload this waste in North Korea a decade ago created great
havoc. Meanwhile, China has the ability to store large amounts of spent fuel and waste. This presents a potential
win-win situation for both sides with Beijing having the added security benefit by removing a source of plutonium
and highly enriched uranium from the island.19
Sino-U.S. Strategic Dialogue. Strategic dialogue is also necessary between the U.S. and China over Taiwan, not
to develop solutions – these can only come from direct dialogue between both sides – but to ensure that both
understand the other’s genuine security concerns. Simply stating that Taiwan is an internal Chinese matter does not
make it so. Even if solving the problem is an internal matter, failure to solve it remains an international concern.
Like it or not, American credibility in Asia is tied to its de facto defense commitment to Taiwan. An American
failure to respond to an unprovoked Chinese attack on Taiwan would result in the unraveling of America’s security
alliances in Asia and its regional, if not international, credibility.
Taiwan-U.S. Strategic Dialogue. The U.S. also needs to become more engaged with current and emerging leaders
of Taiwan so that they do not formulate policies without full knowledge of U.S. policy and American interests. The
lack of high-level substantive communications channels between Washington and Taipei – largely at Beijing’s
insistence – makes it more, rather than less, likely that Taiwan will pursue policies perceived both in Beijing and
Washington as undermining Sino-U.S. relations. The “Arlington Process” initiated by the Pacific Forum CSIS was
a useful step, at the track two level, to foster a candid two-way exchange. But there appeared to be little
receptiveness in Taipei to the forward-thinking recommendations and suggestions produced as a result of this effort.
Second Track Dialogue. The PRC’s refusal to discuss cross-Strait issues in official forums makes non-governmental,
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track two discussions such as the Asia Pacific Security Forum series (co-hosted by Taiwan’s Institute of National
Policy Research, the Pacific Forum, and others) all the more important. What’s really needed is a China-Taiwan
track two security mechanism that would afford Chinese and possibly foreign scholars and experts an opportunity
to freely discuss the security and political issues concerned with more creative initiatives. A willingness by Beijing
to permit cross-Strait discussions within CSCAP would also help to bring considerable expertise to bear on the
development of innovative cross-Strait CBMs.
Beijing could also send a very important confidence building signal if it would merely stop its heavy-handed pressure
aimed at blocking participation by Taiwan scholars at academic gatherings like the annual ASEAN ISIS
Roundtable. More positively, Beijing should take steps to help elevate Taiwan’s status in CSCAP and other track
two organizations, while also supporting higher-level Taiwan participation in the Asia Pacific Economic
Cooperation (APEC) Leaders Meeting and other forums. For instance, permitting Taiwan to become an associate
member of CSCAP would show good faith while still respecting the “one China” principle; Taiwan scholars
currently participate in CSCAP study groups in their private capacities (after a convoluted vetting process), but the
CSCAP Charter opens membership to institutes and member committees from “countries and territories” in the
Asia -Pacific region (a proviso specifically inserted with Taiwan and the PRC in mind).
Multi-Stage Approach. During discussions on cross-Strait CBMs with Taiwanese and Chinese officials in April
2008, both sides seemed to favor a multi-stage approach involving short-term, mid-term, and long-term objectives.20
There was a strong preference, especially on the Chinese side, to focus initially almost exclusively on what many
referred to as the “low-hanging fruit” – areas of non- (or at least less-) controversial economic cooperation, given
that the stage had already been set for progress in this area, through the continued implementation of the “three
links.”21 While it is always smart to start with the easy steps first, this should not be used as an excuse to indefinitely
delay or sidestep discussions on the more sensitive (and thus politically more difficult but also higher value) issues,
especially those dealing with Taiwan’s “international space.”22
Economic Cooperation. Conversely, economic cooperation between the two sides remains an extremely important
CBM which could either set the stage for broader cooperation – both sides hope – or seriously undermine President
Ma’s credibility and limit his flexibility if promised economic benefits fail to materialize. Given the current global
financial crisis, the promised benefits will almost certainly not be realized but the case must be made that economic
cooperation has been a net plus for Taiwan to permit Ma to improve toward more sensitive areas.
Unilateral Actions. Unilateral steps could also be taken by both sides to enhance trust and confidence. If the PRC
will not foreswear the use of force against Taiwan, it could at least more frequently and convincingly stress its
determination to pursue a peaceful solution and avoid use of force. President Ma’s aforementioned “three no’s”
policy – no unification, no independence, and no use of force – is a realistic formulation that Beijing could endorse
either implicitly or explicitly, since it also contains the no use of force/no independence trade-off.
American officials should repeatedly convey that a unilateral declaration of independence by Taiwan would not be
backed by the United States and would not likely be defended by U.S. forces. Washington could also publicly state
that it is not opposed to peaceful reunification of China and Taiwan, if that is the outcome of negotiations between
the two sides of the Strait and is supported by the people on Taiwan. However, the U.S. should not act as a mediator
or take sides. U.S. policy should seek to create an environment in which China and Taiwan can constructively
interact, increase mutual trust, and begin to resolve their differences.
Outside Mediation. While U.S. mediation is not advised, the concept of outside mediation should not be rejected.
China has long objected to this form of preventive diplomacy, arguing that it has no place in “internal affairs” such
as cross-Strait developments. Precedent argues otherwise. Indonesia provided its good offices to help mediate an
internal dispute between the Philippine central government and Muslim rebels in Mindanao Province and the U.S.
helped mediate between Northern Ireland’s warring Catholic and Protestant factions. Outside mediation was the
key to solving the Aceh stand-off between the central government and local secessionists. The key to successful
preventive diplomacy is the voluntary participation of all concerned parties. While, as a general rule, preventive
diplomacy is normally practiced between states, it can apply to intra-state problems as well, if all parties involved
in the disagreement agree to outside mediation. Voluntary participation obviates concerns about interference in
one’s internal affairs; it isn’t interference if you are invited to help mediate a problem.23
In the cross-Strait case, we have already witnessed one such preventive diplomacy attempt, put forth by Singapore
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Senior Minister Lee Kuan-yew, who helped to bring about the first round of formal cross-Strait discussions in 1993.
Minister Mentor Lee remains a logical choice as a future mediator, as do other senior statesmen, such as South
Africa’s Nelson Mandela or perhaps even former ROK President Kim Dae-jung.
Conclusion
This article barely scratched the surface in identifying potential cross-Strait CBMs. The academic literature is filled
with more suggestions and methods of building trust and providing reassurance between potential adversaries. The
key, as stressed at the onset, is a desire by both sides to build confidence. This will require a mind change on the
part of the PRC along with the change in approach toward Beijing on the part of Taipei. Most of all, it will require
political courage on both sides. If the courage is there, the possibilities are endless. If not, future attempts at
developing cross-Strait CBMs are likely to fail.
For years, the mantra from Beijing has been “with ‘one China,’ all things are possible.” Now that a “one China”
formulation – the 1992 consensus – has been agreed upon, comments from Beijing that some things may not be
possible or are premature will seriously undercut Beijing’s credibility internationally, and in Taiwan, and will
undercut the Ma administration’s attempt to help usher in the new era in cross-Strait relations that both sides
profess to seek.
The road ahead will not be an easy or sure one. Both sides face challenges and limitations. There are limits to Ma’s
flexibility in dealing with the Mainland, given strong opposition suspicions regarding both Ma’s, and especially
Beijing’s true intentions, and a healthy skepticism will grow if the promised political and economic benefits of
improved cross-Strait relations fail to materialize. For its part, Beijing is still struggling to develop an appropriate
strategy for dealing with a cooperative regime in Taipei after years of following a “just say no” policy. Finding ways
to increase Taiwan’s “international breathing space” without further solidifying its de facto independent status
remains a challenge.
The key to future progress will be the ability of both sides to develop a “win-win” approach toward confidence
building. This requires clear direction from the highest-level decision makers. While CBMs often focus on lowerlevel actors and actions, the supercharged political environment requires direction from the top to overcome political
and bureaucratic inertia. An effective CBM strategy has to address both of these dimensions if it is to succeed.
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Thirty-Year Journey
By Ambassador Winston Lord
Taipei, April 12, 2009*

I

am honored to follow President Ma and address this conference.

Our gathering commemorates the thirtieth anniversary of the Taiwan Relations Act (TRA). It is also an
occasion to salute the inspiring journey of Taiwan in the jaws of powerful headwinds. The Act helped to safeguard the
journey, but the people of Taiwan, with skillful skippers, have mapped one of the world’s truly remarkable success stories.
The Past Thirty Years
The TRA of April 10, 1979 has proven to be one of America’s most important, effective and enduring legislative
actions since World War II. It has preserved and enriched our bonds with a valued partner. It has helped maintain
stability in the Western Pacific. And it has been vital for Taiwan’s security, prosperity and democratic evolution.
Others at this conference will cover the details of the Act’s provisions. The central purposes are well known. The
Carter Administration had just transferred diplomatic relations from Taipei to Beijing, announced termination of
––––––––––––––––––––––––––––––––––––––––––––––––––
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our defense treaty with Taiwan, and committed to prompt withdrawal of all military personnel. But it wished to
maintain robust non-governmental relations with Taiwan and pledged to continue selling defensive arms.
Understandably Taiwan staggered from this diplomatic, political and psychological blow. Hence the U.S.
administration drafted legislation that was greatly strengthened by Congress to buttress Taiwan’s position and
promote America’s interests.
The Act achieved two principal goals which have been met for three decades. With vision and ingenuity the U.S.
created unprecedented entities and procedures which maintained de facto all the relations with Taiwan that existed
before the shift in diplomatic ties. And with clear intent, combined with constructive ambiguity, we crafted
American security assurances.
Such steps were necessary, but hardly sufficient. During these decades the island has faced a population more than
fifty times larger; a growing economic giant that is a magnet for the world’s traders and investors; an increasingly
hazardous military imbalance; and a severe shrinking of Taipei’s official presence in world capitals and
international organizations.
Against these odds and pressures, the record of Taiwan is nothing short of astonishing.
Taiwan has been at the forefront of East Asia’s economic juggernaut. Yes, it is currently facing harsh problems. But
what part of the world, including my own, is not? The essential strengths of Taiwan’s economy will resurface as the
global crisis fades.
Taiwan’s security has been sustained. Yes, the military buildup on the mainland continues unabated. But one
hundred miles, self-defense efforts, American credibility and the incalculable costs of aggression are
reassuring realities.
Taiwan is a vibrant democracy. Its freedom, civil society and rule of law have helped to bury the myths of “Asian
values” and “Chinese characteristics.” It shines as a beacon for those across the Strait. Yes, corruption has plagued
both major parties here, and gridlock and partisanship sully the scene. But such familiar afflictions of a democracy
pale in comparison to the smothering and secrecy of autocracy.
I do not mean to trivialize the challenges. There is a daunting agenda here as there is in America. Taiwan must dig
out of economic holes and speed reforms. It must pull greater weight in its own defense, and further strengthen its
democracy. But I believe that Taiwan can. My optimism rests on the record of the Taiwan Relations Act, the
inherent virtues of this island’s systems, and the will of its people.
The American Balancing Act
The establishment of diplomatic relations with Beijing, and the Taiwan Relations Act in 1979, were dramatic
milestones of an American balancing act that has been pursued by seven – and now eight – Presidents of both
parties. Ever since President Nixon, the U.S. has forged positive relations with the People’s Republic of China
(PRC) because they clearly serve our national interests. From that outset, I have actively participated, in various
capacities, in this process. I believe this relationship is central for American security and prosperity, for regional and
global welfare. To this end, I work without any illusions about ambiguities, tensions and pitfalls.
But I carry the conviction of successive American administrations to honor our historical, legal and moral
commitments to Taiwan, as well as to cultivate our concrete interests. Good relations with Beijing need not
harm Taiwan’s fortunes; indeed they can serve them. And thus I am here again this week to strengthen
U.S.-Taiwan relations.
No doubt this balancing act has at times anguished U.S. policymakers. President Carter realized the pain he was
inflicting on our old friends in 1979. So did President Nixon at the dawn of that decade. For me it was also personal.
Certainly I was an enthusiastic proponent and actor in the opening to China, from the Kissinger secret trip, to the
Shanghai Communiqué which I co-drafted, to subsequent evolutions.
I had my own reasons for angst, however. My parents were friends of President and Madame Chiang Kai-shek, who
sent a pair of silver wedding cups to Bette and me. Our wedding reception was hosted by the then Chinese Ambassador
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at Twin Oaks in Washington. My father-in-law was the Taiwan Sugar Company’s representative in America. Our
opening to China soon cost him his position as Taiwan’s envoy to the International Sugar Council. Permit me to hail
my second parents, the late Dora and Sandys Bao, who always understood my views were never personal.
This American balancing act has often been precarious. Marked by some misjudgments, missteps and
misunderstandings. Rattled by diplomatic dust-ups and military maneuvers. Nevertheless the overall performance
by American presidents has been astute and sophisticated. We have kept faith with Taiwan – and Taiwan, through
its own efforts, has flourished. We have been forthcoming and firm with China – and our relations have advanced.
Throughout, the stability and prosperity of this region have been enhanced.
Cross-Strait Relations
Currently that stability – if not prosperity – applies to relations across the Taiwan Strait. As we meet, this situation
is the most steady and promising in sixty years. We can thank the enlightened policies of all three major actors. We
can credit the willingness to tolerate the status quo.
President Ma has boldly reached across the Strait, while avoiding provocations, to promote economic and personal
links. President Hu has moderated Beijing’s rhetoric, and shifted from pressing reunification to deterring formal
independence. The two sides have finessed the core issue of sovereignty by dancing around the “1992 consensus.”
They have focused on the more tractable issues in the early stages to build trust and confidence. Meanwhile,
President Bush encouraged this process by reassuring and deterring both parties. By virtue of President Obama’s
pronouncements and personnel, I believe we can expect our 44th President to do the same.
A crucial factor for recent and indeed future progress is steady consultation and mutual trust between Taipei and
Washington. In our relations we need sensitivity, not surprises.
For cross-Strait relations, the results so far have been salutary, with easing tensions, expanding dialogue and
pragmatic accords. Some of the economic steps have been impressive, although the worldwide economic crunch
has obscured their significance and delayed their impact.
There is, of course, never room for complacency. Washington fathoms the delicacy for all concerned. The United
States should continue to foster a positive environment for progress through a deft diplomacy of encouragement and
admonition. We should adhere to our commitments to the Mainland and the Taiwan Relations Act.
We should not, however, mediate in any fashion, even in the highly unlikely event that the two sides sought to cast
America in this role. To referee or to coach runs contrary to historical assurances and courts a slippery slope. As
always, the future relationship between Taiwan and the PRC should be resolved between them directly, peacefully
and with the support of the people.
As for future moves by Taipei and Beijing, I must practice the restraint which I preach. But clearly the immediate
issue is international space for Taiwan. The Chinese have loosened up somewhat. They have observed a truce on
diplomatic relations with third parties and seem to be entertaining flexibility on Taiwan’s participation in the World
Health Organization (WHO). Let us hope Beijing moves from halting, limited steps to a more forthcoming posture,
there and elsewhere, consistent with Taiwan’s dignity and stature. This can be reconciled with Beijing’s principles
if it has the will to do so. Progress on this issue is critical – both on the merits of the case and to show the Taiwan
people that President Ma’s initiatives are bearing fruit.
The other looming problem is security. One can hope that increasing economic ties, bilateral dialogue and general
momentum will lead to progress here as well. So far the picture is not encouraging. Documented in the just released
Pentagon report, China continues to build up its missile force and its general military capabilities. Fleeting
references to confidence-building measures have not yielded concrete steps.
Meanwhile the two sides need to seek ways to continue obfuscating the sovereignty question. The future contours of
the relationship, above all, do not lend themselves to American speculation. The Chinese have shown some patience,
perhaps believing time is on their side. Surely they recognize that prudence, rather than pressures, serves their interests.
Here in democratic Taiwan, there is a clear popular consensus that drawing closer to the PRC can only be
envisioned if the mainland’s political system becomes more open, pluralistic and free. That is one incentive for
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Beijing to proceed with political reforms. Others include economic growth, social and political stability, and
standing in the world. Despite recent setbacks, I am hopeful that China will move toward greater transparency and
liberty – not as a concession to the West but as the proven route to a brighter future.
Conclusion
Anniversaries are times for projection as well as reflection. As we look back for three decades, Taiwan and the
United States celebrate sustained bonds. Language drafted in 1979 has supported relations rooted in mutual
interests and progressively strengthened by this island’s embracing of democracy.
Looking forward, our immediate vision is clouded by an economic crisis that strains confidence and shakes societies – not
only here and in America, but across the Strait and around the globe. Just as international contagion plunges us downward,
so will international cooperation lift us up. It is in each of our self-interests to benefit, not beggar, our neighbors.
This will require strong, far-sighted leaders. It will test the fiber of peoples. Patriotism must supplant partisanship.
I believe that free societies, however messy and raucous, have inherent strengths. Their creativity and resilience
help us not only to grapple with urgent problems but prosper over time.
This shared devotion to freedom binds Taiwan and America. It is the firmest guarantee that thirty-year-old words
will continue to resonate in lasting partnership.
Thank you.
––––––––––––––––––––––––––––––––––––––––––––––––––


National Committee on American Foreign Policy
Trip to Taiwan, Beijing and Shanghai, April 12–22, 2009
By Donald S. Zagoria*

T

he National Committee on American Foreign Policy (NCAFP) sent a small group to Taiwan, Beijing and
Shanghai from April 12-22, 2009. The group consisted of Ambassador Winston Lord; Korea Society
President Evans J.R. Revere; well-known Japan and Asia specialist, Gerry Curtis; President of the NCAFP,
George Schwab; Assistant Project Director, Northeast Asia Projects, NCAFP, A. Greer Pritchett; and Senior Vice
President, NCAFP, Donald S. Zagoria.
In Taiwan, we met with President Ma Ying-jeou; Dr. Su Chi, Secretary-General of the National Security Council and
some of his colleagues; Amb. Andrew L.Y. Hsia, Deputy Minister, Ministry of Foreign Affairs; Amb. Francisco H.L. Ou,
Foreign Minister; Dr. Chiang Pin-kung, Chairman, Straits Exchange Foundation (SEF); Mr. Wu Poh-hsiung, Chairman
of the Kuomintang (KMT); Dr. Lai Shin-Yuan, Minister of the Mainland Affairs Council; Dr. Tsai Ing-wen,
Chairwoman of the Democratic Progressive Party (DPP); Dr. Lien Chan, Honorary Chairman of the KMT; Director
Steve Young and some of his colleagues at the American Institute in Taiwan (AIT); and several scholars and think tanks.
In Beijing, we met with: Wang Yi, head of the Taiwan Affairs Office (TAO) of the PRC State Council; Ye Kedong,
Vice Minister of the TAO; He Yafei, Vice Minister in charge of North American Affairs at the PRC Foreign
Ministry; Zheng Bijian at the Central Party School; a group of cross-Strait scholars assembled by Xu Shiquan;
Cui Liru, head of the China Institutes of Contemporary International Relations; the China Reform Forum; David
Hale from the U.S. Embassy; Amb. Yang Houlan, Director of the Korean Affairs division of the Foreign Ministry;
Yang Xiyu, a member of a prominent Chinese think tank who used to work in the PRC Foreign Ministry on
Korean issues; and Wang Jisi, one of China’s most influential specialists on U.S.-PRC relations.
In Shanghai, we met with Yang Xiaodu, Member of the Standing Committee, Director of the United Front Work
Department of the CPC Shanghai Municipal Committee (the fifth ranking official in the CCP in Shanghai and person in
charge of the Party group on cross-Strait relations); Li Leiming, Director of the Shanghai Taiwan Affairs Office and Vice
––––––––––––––––––––––––––––––––––––––––––––––––––
* This is an abbreviated version of a report which delved into a host of Northeast Asian security issues. Each of the trip participants made substantial
contributions to the final report.
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President of the Shanghai Society for Taiwan Studies; Zhang Nianchi, President of the Shanghai Institute for East Asian
Studies, a specialist on cross-Strait issues for several decades, and a former advisor to Wang Daohan; and Yang Jiemian,
President of the Shanghai Institute of International Studies and the brother of China’s Foreign Minister, Yang Jiechi.
The NCAFP has been making an annual trip to Taiwan and China for the past thirteen years. In Taiwan, we are
hosted by the Foreign Ministry; in China, we are hosted by the Taiwan Affairs Office of the State Council (TAO).
In return, we host the TAO in New York once a year, usually in December, and we frequently host visiting
delegations from Taiwan. Wang Yi said that our semi-annual exchange was a “necessary” and “useful” mechanism;
President Ma said that our Track II meetings in New York, one of which he personally attended, produce “good
results.” He congratulated Amb. Lord for his speech at a conference in Taipei on the 30th anniversary of the Taiwan
Relations Act in which Ma and Lord made the opening remarks. Ma called Lord’s speech “very impressive.” Ma
went on to say that the NCAFP’s research and reports are highly rated both in Taiwan and the U.S.
The following report highlights our key impressions from Taiwan and China on cross-Strait relations, U.S.-China
relations, and U.S.-Taiwan relations.
General Themes
• The cross-Strait situation is more stable and promising than at any time in recent decades. The ruling KMT in
Taiwan and the CCP in China are confident that the progress which has been witnessed over the last year will
continue. But both sides are also aware that the “new era” in cross-Strait relations is fragile and therefore
potentially reversible. It is still in the very early stages. More difficult and sensitive issues lie ahead.
• President Obama and his Administration have been well received in the region and there was great satisfaction
that Secretary Clinton made her first overseas visit to East Asia and turned in a flawless performance despite a
very demanding schedule. There is clear pleasure and relief in the region that the Obama Administration is
more inclined to multilateralism and consultation than the Bush Administration.
• All countries and major actors welcome progress in cross-Strait relations and see no threat to their interests. In
Japan, however, and within Taiwan itself, there is concern on the part of some that Taiwan is slowly being
“absorbed” by China.
• The rise of China with its mix of challenge, opportunity and uncertainty is at the core of most issues. There are
complex attitudes in the region towards a rising China. There is a recognition of its growing power, a desire to
engage it, but wariness about China’s long-term influence and intentions.
• High ranking PRC leaders told us that U.S.-PRC relations are in good shape and that President Obama and
President Hu Jintao got off to a very good start in their conversation at the G-20 meeting in London.
Overall Impressions of Cross-Strait Relations
1. We have been making our visits to Taiwan and China for the past 13 years, and cross-Strait relations have
never looked as hopeful as they do now. Parties on both sides of the Strait are confident that the progress which
has been witnessed over the last year will continue. But both sides are also aware that the détente between
Taipei and Beijing is fragile and therefore potentially reversible, is still in the very early stages, and that more
difficult and sensitive issues lie ahead.
2. Both sides were cautiously optimistic that some mutually acceptable formula which would allow Taiwan to
become an observer at the World Health Assembly (WHA) in May would be worked out. And, in fact, such
an agreement was announced in late April, shortly after our return.
3. Both sides were optimistic that the next two rounds of talks between SEF and the Association for Relations across
the Taiwan Straits (ARATS) could lay the groundwork for an economic cooperation framework agreement (ECFA)
which would institutionalize the very large trade and investment relationships which have developed over recent
years. We made our trip on the eve of the 3rd round of meetings which took place in Nanjing on April 26, 2009.
At that meeting, ARATS and SEF signed three agreements on launching regular flights, boosting cooperation in
finance and handling criminal proceedings. They also reportedly reached a consensus on allowing mainland
companies to invest in Taiwan. The first PRC investment in a Taiwan company since 1949 was announced shortly
after our return. Ma wants an ECFA with the PRC by the end of 2009 because the ASEAN-China Free Trade
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Agreement will come into being at that time. That agreement will lower tariffs for the ASEAN countries in trading
with China, and therefore put Taiwan at a competitive disadvantage unless ECFA is agreed to. Ma’s strategy is to
follow ECFA with FTA’s with other countries, including the United States.
4. Both sides are confident. The PRC believes that time is on its side and that Taiwan will have little choice over
the next several decades but to accept the reality of China’s overall power and influence and will make the
necessary adjustments. In Taiwan, although the DPP is extremely fearful that Ma’s policies are already sacrificing
Taiwan’s sovereignty to the Mainland, the KMT is equally confident that it can work out a stable triangular
balance involving China, Taiwan and the United States; that it can create a win-win-win situation for all three
sides; that China’s policies towards Taiwan are becoming more flexible; and that Taiwan has the “soft power” –
democracy, rule of law, strong institutions, etc. – which will, together with ongoing changes inside the PRC,
eventually help bring about a change in China’s political system. The KMT also takes much satisfaction from
public opinion polls in Taiwan which show general popular support for Ma’s cross-Strait policies despite
economic distress and Ma’s relatively low personal poll ratings. Finally, there is muted concern in the KMT
about the growing military imbalance between China and Taiwan. We thought the term “balance of confidence”
accurately described the present situation between the KMT and the Chinese Communist Party (CCP), with
each side taking steps to enhance the other’s comfort level, and each side seeking to induce the other to take
additional steps to build trust, transparency, and confidence.
5. The DPP has been weakened due to recent political defeats and is in disarray. In its current state, it is not able to
develop a complete and comprehensive political platform and has resorted to a “just say no” policy with regard to
everything the KMT has proposed. The DPP’s “game plan,” such as it is, seems to focus on the hope that either
President Ma will stumble in his approach to the Mainland, or that the PRC will fail to deliver on its commitments
to Taiwan.
6. One important bright spot in the equation is the Chinese government’s newfound patience and greater
understanding of some of the nuances and sensitivities in the cross-Strait relationship. Hu Jintao has, in recent
years, presided over a fundamental shift away from former President Jiang Zemin’s emphasis on reunification
with Taiwan to one of prolonged coexistence prior to reunification. We were told in Shanghai by a Chinese who
is sophisticated in reading and understanding Chinese documents, that Hu Jintao’s December 31, 2008 speech
marking the 30th Anniversary of the Issuance of the Message to Compatriots in Taiwan, was meant to signal
that the phase of “peace and development” prior to the ultimate stage of peaceful reunification could last several
decades or more. This is perhaps one of the reasons for the KMT’s confidence in its burgeoning relationship with
the Mainland. Another reason is that Beijing has finally begun to understand the distinction between Taiwanese
identity and Taiwan independence. This point was reiterated by several officials in Taipei, and it was implicit in
President Hu’s December 31, 2008 speech on Taiwan.
7. There are, however, serious constraints on each side that may limit the ability to move forward quickly on crossStrait relations. First, there is domestic politics. In Taiwan, there is very sharp polarization between the KMT and
the DPP. Although divided and in chaos, the DPP still won the votes of 40% or so of the population in recent
elections. And many members of the DPP, both the “deep green” as well as some of the more moderate factions,
feel that Ma has already sacrificed Taiwan’s sovereignty to the PRC by accepting the “one China” principle, even
in the ambiguous form of the “92 Consensus.” If the DPP puts up a good showing in the county and local
elections in December 2009, Ma will be under more pressure to slow the pace of rapprochement in cross-Strait
relations. Hu Jintao, too, faces political pressure, not from the general population but from the Chinese elites,
some of whom already fear that Hu has put the PRC on a slippery slope to accepting peaceful separation with
Taiwan, rather than peaceful reunification. Constraints on the PRC leadership may limit Hu Jintao’s ability to
make more substantial concessions to Ma, especially on such sensitive issues as international space. And if the
PRC is not generous towards Ma on such sensitive issues, Ma’s standing with the Taiwan public may decline.
8. Another very difficult issue is the underlying question of Taiwan’s sovereignty. Although both sides have agreed to
defer the issue for some time to come, it lies at the root of many existing suspicions on both sides. Ma wants the
PRC to accept his principle of “mutual non-denial” in an effort to get the PRC to tacitly recognize the existence
of the ROC government. And the PRC is very fearful that if it makes too many concessions to Ma on international
space and other issues, this will lead to international recognition of “two Chinas” or “one China, one Taiwan,” the
PRC nightmare. Thus the future political status of the existing ROC government remains an important constraint.
9. The Mainland, including President Hu, recognizes that the security situation across the Strait is an important issue,
– 28 –

and in Taiwan we heard concern, though not panic, about the military imbalance. Both sides recognize that this
will continue to be a sensitive issue but that implementing confidence-building measures (CBMs) will take time.
The idea was floated that talks on military CBMs might begin between retired officers and at think tanks.
10. All the members of our group were impressed with the very high quality of the officials and leaders on both sides
of the Strait as well as their pragmatic attitudes. A high ranking PRC official told us that the Chinese
understand that the U.S. will continue to sell arms to Taiwan but urged us to be prudent. PRC officials sought
to reassure us that improved relations between Beijing and Taipei were in the U.S. interest and that we should
not fear them. We, in turn, responded that there was widespread support in the USG and foreign policy circles
in the U.S. more broadly for improved cross-Strait relations.
11. U.S.-Taiwan relations have improved substantially in the last year since Ma took office. Ma says he wants to
build a surprise-free relationship and he wants Taipei to be a peacemaker in the region, not a “troublemaker.”
The Taiwanese leaders expect progress to come on the three issues now on the front burner with the United
States – an extradition agreement, admission of Taiwan into the Visa Waiver Program, and a U.S.-Taiwan Free
Trade Agreement. Although the beef issue has held up progress on these issues, we came away from the visit
with the impression that Taiwan is prepared to make concessions needed to satisfy their U.S. counterparts.
12. Ma expressed the view that the two major issues at the forefront of his agenda are corruption and the economy.
Cross-Strait relations and other external relations rank third in terms of prioritization, a reflection of the muchimproved state of ties with the Mainland.
13. Ma mentioned his desire to have a U.S. Cabinet-level visit to demonstrate the United States’ strong ties to
Taiwan; this might be an economic official.
14. On U.S.-PRC relations, the Chinese seemed quite optimistic. One high-ranking PRC official opened our
meeting by asking if the “Big Ship” (the U.S.) was really turning around with respect to America’s foreign policy.
We in turn responded to him, as we did to others throughout the trip, that President Obama had the potential
to be not only a good president but a great president. And we reminded our PRC colleagues, and other hosts,
that Secretary of State Clinton’s first trip outside the country was to the Asia-Pacific region, an indication of
her, and the Obama administration’s, priorities. Several PRC officials told us that U.S.-China relations are in
good shape and that President Obama and President Hu Jintao got off to a very good start in their conversation
at the G-20 meeting in London.
15. Officials in Taiwan also do not seem to be wary of improving U.S.-PRC relations. Ma and his close advisors seem
genuinely to believe that they can create a triangular balance and a win-win-win situation in the Taiwan Strait.
There was a general recognition that the cross-Strait situation need not be a zero sum game. In sum, Ma and his
KMT colleagues believe that their basic strategy of three no’s (no independence, no unification, no use of force),
maintenance of the status quo, taking easy steps first, and using the “92 consensus” to finesse the sovereignty issue
is paying off.
––––––––––––––––––––––––––––––––––––––––––––––––––


A DPP Perspective on Domestic and Cross-Strait Challenges for Taiwan
By Bi-khim Hsiao
ABSTRACT

T

his article examines the challenges that Taiwan faces in its relationship with China. The analysis
concentrates on the following policy categories: trade and economics, security and defense, diplomacy and
international relations, and domestic politics. It also identifies the three challenges facing the Democratic
Progressive Party (DPP) as it exercises its role as the opposition political party in Taiwan.
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I. Background
On November 3, 2008, China’s top official on Taiwan affairs, Chen Yunlin, made an unprecedented trip to Taiwan with
PK Chiang, chairman of the Straits Exchange Foundation (SEF). A deal was signed there that normalized cross-Strait
maritime and air transportation, direct postal services, and food safety issues. Following the deal, officials of the Taiwan
Nationalist Party (KMT) and their Chinese Communist Party (CCP) counterparts chugged more than one hundred
bottles of red wine, according to news reports. This merry duet of the KMT and the CCP signified the end of hostilities
between two previously opposing parties and brought the two governments across the Strait closer than ever.
On the surface, détente and embraces would have one believe that all is fine and well between Taiwan and China. But
the reality is that the most difficult issues related to military threat and Taiwan’s international space were left
untouched. Moreover, the events surrounding the visit of Chen Yunlin left Taiwanese society polarized and wounded.
Although détente has been welcomed by certain members of the international community, there remains a deep sense
of anxiety and uncertainty within Taiwan as to whether getting closer to China will bring about sustained stability and
prosperity, as Ma has promised, or an erosion of Taiwan’s sovereignty, security, democracy, and economic leverage.
Needless to say, mixed reactions to the trip reflect the complexities of the relationship and the further division of
Taiwanese society in dealing with China. The road ahead in cross-Strait relations is far from being smooth, and
leaders from all colors of the political spectrum in Taiwan will be facing tremendous challenges ahead. These
challenges are not only multidimensional in terms of issue areas; they are also multilayered from the global
economic environment down to the micromanagement of a crisis involving poisoned Chinese milk products.
This article examines the challenges Taiwan faces in the following policy categories: trade and economics, security and
defense, diplomacy and international relations, and domestic politics. Those categories are not entirely independent of
one another, for a crisis in one area might have profound consequences for decisions made on other fronts.
II. Trade and Economics
The area of cross-Strait trade and economics poses the immediate policy challenge to the new government in
Taiwan not only because it is affected by given global calamities but because this was the category of cross-Strait
policy that was most disputed between parties throughout the presidential election campaign of 2008.
Although the Democratic Progressive party (DPP) government was not entirely against normal trade relations with
China and negotiating economic transaction agreements, the DPP was strongly opposed to the ideas of a “common
market” or a “CEPA” agreement. The DPP warned of the dangers of unrestricted trade and overdependence on
China, highlighting the potential for job losses and an influx of Chinese migrants and cheap products that could
hurt the competitiveness of local industry. During the mass rally the final week before the election, the Frank Hsieh
campaign rolled out a giant prop of a wooden horse with dangerous milk and food products flooding out of it.
The KMT, on the other hand, argued that the 6% growth rate that Taiwan enjoyed during the first quarter of 2008
was not good enough, accusing the DPP of protectionism and underperformance. As if more than 70% of Taiwan’s
outward-going investment moving into China was not enough, the KMT molded a campaign message that
essentially said: Get closer to China and our economy will be better.
Following their victory, the KMT, as promised during the campaign, proceeded to liberalize further direct trade with
China. It enhanced the charter flight agreements that had been negotiated over the years, expanding the number of
direct flights. The new Ma government also proceeded to raise the quota of Chinese tourists from 1,000 per day to 3,000
per day, trying to make good on the argument that Chinese tourists would inject needed cash into the domestic tourism
industry. Further plans to open Taiwan’s stock exchange and real estate to Chinese investment are also under way.
Contrary to expectations, by the end of October, Taiwan’s stock market index, customarily an indicator of
confidence levels, had plummeted by half since Ma’s inauguration on May 20. To be fair, one must point to the
global financial crisis as the primary reason for the big plunge, but the dive in Taiwan has been sharper than the fall
in other regional stock exchanges such as Singapore, South Korea, and Japan; and the plummet began even before
the Fannie Mae and Lehman Brothers crises made news.
The promised boost that Chinese tourists would bring has also failed to materialize. It turned out that the quota
adjustment was meaningless because Chinese tourists have been coming to Taiwan only in pathetic numbers, on
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average only 200-300 a day. Instead of emptying their pockets in Taiwan shops, they are staying at thrifty, low-end
hotels and spending conservatively. Blame it on global conditions or not, the series of policy initiatives and
pronouncements have failed to provide the boost that Ma promised. Disillusionment among the Taiwan population
over Ma’s economic performance and readiness has become pervasive. Such disenchantment, reflected in Ma’s
falling approval rates, was further intensified when the government failed to contain a crisis over the importation
of tainted Chinese milk products.
In Taiwanese political language, when people are disenchanted with a situation, they either blame the messenger
or the message itself. This is where the Ma administration has trapped itself with the strategy of identifying China
as the solution to the improvement of Taiwan’s economy. When the strategy failed to deliver, the target of the
backlash became China or Ma himself. Both targets seemed to have underestimated the level of resentment that
would be expressed in the days leading up to Chen Yunlin’s visit. Essentially the race to facilitate the integration of
economic relations may have created greater complexities in cross-Strait interactions instead of producing
immediate solutions to the economic crisis that Taiwan is facing.
Another risk of depending on relations with China to improve the Taiwan economy is the reduced incentive, in
both the private and public sectors, to develop diversified capacities to maximize economic relations with
alternative markets such as India and Southeast Asia.
In terms of policy options, the Ma government may choose to continue to advocate the acceleration of closer ties
with China. The DPP, however, has urged the government to put a brake on the process and exercise caution before
racing ahead. A broader global economic agenda, which includes continuing efforts to deepen ties with alternative
markets, would help to prevent Taiwan from becoming a marginalized subsidiary of the Chinese economy and
ensure Taiwan’s global relevance.
III. Security and Defense
The traditional DPP government strategy of fortifying Taiwan’s security in part by enhancing Taiwan’s sovereignty
and identity was not a welcome position in Washington, and U.S. officials were not shy about voicing their view
that the DPP strategy only served to make Taiwan more isolated and less secure. This policy disagreement between
former DPP President Chen and Washington extended throughout the election campaign of 2008.
The Ma victory and the relative conciliatory stance that his administration has taken toward China have
apparently eased the potential for an immediate military confrontation. In this respect, policymakers in Washington
are relieved that attention can be focused on other trouble spots in the world for the time being.
In October 2008, with some delay, the U.S. administration formally notified Congress of its decision to proceed with
the sale of a weapons package that consisted of most, not all, of the items Taiwan requested. This delayed notification
came after anxieties had heightened to such an extent that the security relationship between Taiwan and the United
States was jeopardized and blame was leveled in all directions. The DPP warned that the KMT’s appeasements of China
and ambivalent attitude about weapons procurement have diminished the willingness of the United States to be more
forthcoming; the KMT blamed the DPP for damaging bilateral confidence vis-à-vis the United States; and American
interlocutors reluctantly pointed to their own bureaucratic procedures for the delay. China chose to stay out of the prenotification public discussion but, predictably, made its angry opposition loud and clear once the deal went through.
The notification has temporarily dampened anxieties in Taiwan, but questions remain. Throughout the years the
United States has been ambiguous about the questions of Taiwan’s legal status. But the United States has never
been ambiguous about its commitment to supplying Taiwan with necessary defense articles, and the talk of
“freezing” arms sales literally sent chills all over Taiwan. Americans will argue that their policy has not changed,
and the McCain and Obama camps issued statements welcoming the notification. But within Taiwan, and
especially within the DPP camp, there are growing uncertainties which are driven by China’s global dominance and
both KMT and U.S. policy inclinations.
The core question is whether the security equilibrium can be sustained in the context of the changes in the region.
Will the new Obama government be able to go beyond the existing U.S. preoccupation in Iraq, Iran, and
Afghanistan and restore a credible leadership role in Asia? What kind of strategic relationship with China would
the multilateral approach of the new Obama administration require, and how would that affect relations with
traditional allies Japan and Taiwan?
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On the Taiwan side, amid economic hardship and the Ma government’s broader cross-Strait policy of reconciliation,
Ma will increasingly bear pressure from his constituents to redirect defense spending to domestic social needs. His
administration has studied streamlining defense philosophies that are premised on a reciprocation of goodwill from
China while at the same time depending on a U.S. commitment to intervene after Taiwan withstands a first strike,
even though the United States is increasingly reluctant to make such a commitment.
Obviously the reciprocation of goodwill is not coming from the Chinese side. President Ma has unilaterally spoken
about signing a “peace accord” with Beijing without specifying the contents or how he intends to achieve it. Prior
to his election, Ma has said that any agreement with China was to be negotiated only on the condition that China
withdraws its missiles against Taiwan. This demand was neither on the negotiating table nor a part of the seniorlevel conversations during the Chen Yunlin visit. Prior to his trip, Chen simply brushed off the issue of military
threat saying it was not the time.
China’s ability to reciprocate the Ma administration’s conciliatory stance will be severely limited by the institutional
interests of the People’s Liberation Army (PLA). No amount of expressed harmony between the leaders on both sides
can prevent the PLA from using Taiwan as its primary outward justification for military buildup and missile deployment.
Many in the DPP speculate that the increasing military imbalance across the Strait and Ma’s unilateral concessions are
leading to a new strategic outlook, which aligns Taiwan with China’s sphere of influence instead of maintaining the
traditional presumed informal alliance with the United States and Japan. The United States, welcoming the cross-Strait
détente and the reduction of tensions, does not appear particularly concerned about shifting geopolitical configurations
in East Asia, and Japan seems to be preoccupied with its internal political fluctuations. The DPP is deeply worried yet
rather isolated in its anxiety about the potential for the irreparable erosion of Taiwan’s security leverage vis-à-vis China.
IV. Diplomacy and International Relations
Right before he was inaugurated, Ma announced a unilateral “diplomatic truce,” a policy of ceasing competition
with China for diplomatic recognition and no longer seeking formal membership in the United Nations and other
organizations that require statehood; instead he would demand “meaningful participation.” Members of the
international community, no longer troubled by being torn between an active Taiwan lobby and an aggressive
Chinese counter-response, have sent welcoming signals.
In his transit through the United States, President Ma announced that he would not be a “troublemaker,” as if
Taiwan, not China, alone could determine the level of “trouble” our international situation had created. He has also
proceeded to dilute any sovereign implications of Taiwan’s status, declaring to a Mexican paper that Taiwan-China
relations are not “state to state” but of a regional nature. Such words and pronouncements are not trivial matters in
Taiwan. For the DPP and their supporters, they are viewed as indications of whether Ma is behaving as a president
of an independent state or as a chief executive of a Chinese region.
Ma’s deference to China has not been reciprocated. Just days after Ma’s unilateral truce declaration, Chinese senior
officials rebuffed Taiwan’s World Health Organization (WHO) participation issue by snarling, “Taiwan is not
qualified.” There is no indication that China’s efforts to suppress Taiwan’s international space has ceased. In fact,
numerous non-governmental organizations (NGOs) from Taiwan are reporting increasing difficulties in attending
international activities even on the non-governmental level.
Like the issue of missile threats, the question of international space, which is highly desired by the people of Taiwan,
was absent from the agenda for discussion during the Chiang-Chen talks.
Ma trumpeted his ability to send former Vice President Lien Chan as the envoy to the Asia Pacific Economic
Cooperation (APEC) summit, although the DPP sees it as a gesture of further compromise given that Lien Chan is
a favorite of Beijing. Accordingly the DPP will continue to question the premise and sustainability of the “truce.”
The reality is that China’s international economic and diplomatic leverage is on the rise, yet China has indicated
no willingness to play the hand of cards it possesses: WHO participation, room for signing free trade agreements
with major economies, refraining from blocking Taiwanese NGOs’ international participation, and so on. This is
another area in which serious differences remain and little progress has been made.
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V. Domestic Politics
As the KMT and CCP race to embrace each other, the DPP is becoming increasingly anxious about the
asymmetrical vulnerabilities of Taiwan’s negotiating positions in economic, security, and international arenas.
Within the political system the KMT alone has enough seats in the legislature to determine policy, regardless of the
DPP position, and the Executive Yuan has made it a principle not to respond to meeting requests of the DPP
legislative caucus. Not having an adequate voice throughout the institutions of government, over the past few
months the DPP has turned to the streets to demonstrate political disagreements. Yet as the Taiwanese saying
describes it, like “a dog barking at the passing train,” the DPP warnings and efforts were voiced in vain. The Ma
government chose to ignore the opposition, and it was not until clashes between police and the public turned
violent during Chen Yunlin’s visit that the magnitude of the frustrations and divisions generated greater attention.
From the DPP point of view, a series of events led to the explosive anger demonstrated during Chen’s visit.
(1) The panic over melamine tainted Chinese milk products was exacerbated by the inability of the government
to contain the crisis. The minister of health of the new Ma government resigned to quiet the public outcry,
but the DPP still demanded an apology from China.
(2) A number of statements and policy initiatives by President Ma, in the DPP’s view, suggest the weakening
of Taiwan’s sovereignty. For example, Ma’s reference to Taiwan as a “region of the Republic of China” and the
government’s apparent race to get closer to China in various policy initiatives have made DPP supporters feel
that “the KMT is distancing itself from the Taiwanese people, yet getting closer to China.”
(3) The arrest and detention of several DPP heavyweights, including magistrates from southern counties,
former Deputy Premier Chiou I-jen, and a number of members of the staff of former President Chen. Those
arrests, although directly unrelated to China policy, took place just days before Chen Yunlin’s arrival. The
detainees were held incommunicado as corruption “suspects” and had not yet been formally charged. Although
the DPP has repeatedly expressed support for rooting out corruption, the fairness and impartiality of the
judiciary on these cases have come under question. Party members suspect that a political witch hunt is taking
place, and the atmosphere of intimidation brings back familiar memories of the mass arrests following the
Formosa incident of 1979.
(4) The DPP was denied permission to demonstrate in the vicinity of Chen’s hotel and meeting venues. All
flags and banners in locations that could be seen by Chen were confiscated.
(5) The excessive police presence during Chen Yunlin’s visit, resembling scenes from the martial law days,
infuriated DPP supporters. Thousands of police were deployed to ensure that demonstrators came nowhere
near Chen. Witnesses have reported and recorded scenes of arbitrary searches, seizures, and arrests even of
individuals far from the cordoned perimeters. Police forcefully shut down a record store that was playing
Taiwanese music near the hotel where a banquet was being held in Chen’s honor. This enraged DPP supporters,
who have had decades of experience challenging authority and what they believe to be state oppression.
It is not news that there are political differences within Taiwan over cross-Strait policy, and over the last two
decades the public display of dissent has become the norm. Nevertheless, the government set parameters that
limited the space for expressing alternative views during the Chiang-Chen meeting, and clashes between the police
and the public turned out to be the most violent in recent years. On the domestic front, it is a volatile period when
civil liberties and the rule of law will be tested against intervening political forces.
Both major parties have a number of challenges to face on the domestic level in the aftermath of Chen Yunlin’s
visit. Ma’s government and the KMT must recognize the boiling of frustrations and demonstrate adequate respect
for opposing views. Cabinet ministers responding and reporting to the DPP caucus when questioned in the
legislature would be a start. The government must also respond to the demands of various NGOs, including lawyers’
associations, women’s rights groups, and students, that are voicing concern about recent violations of civil liberties.
Ma must recognize that worries over the deterioration of human rights are real, and given his party’s history, he must
demonstrate a credible commitment to democracy to alleviate those concerns.
As for the DPP, which has not yet recovered from two major electoral defeats in early 2008 and the blow of
corruption allegations made against former President Chen, the party needs to work out a coherent strategy to
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ensure its survival and strength. As the early champion of democratization and the proclaimed guardian of
Taiwanese identity, the DPP believes that its survival is essential to ensure the sustainability of Taiwan’s multiparty
democracy and the defense of Taiwanese interests against encroaching Chinese domination.
In brief, the DPP faces at least three major challenges:
(1) Policy discourse and credibility. The DPP faces the challenge of developing a profound policy discourse that
will incorporate both global complexities and internal socioeconomic challenges with the party’s China policy.
Although often driven by ideological passion, the DPP must present its discourse in a way that restores, for the
Taiwanese public and the international community, the party’s credibility in its ability to understand and cope
with global realities.
(2) Grassroots organizations and party structure. The party was fragmented and divided and financially broke
throughout the recent elections. Internal reforms have been under way, and the party must be managed more
effectively to compensate for the lack of resources. Nomination procedures must also be examined to ensure
both internal democracy and unity, ultimately producing competitive candidates for future elections.
(3) Tactical sophistication and intellectual agility. Facing a complex web of internal and external challenges, the
DPP needs to develop a tactical sophistication that would put itself in a position of not only being able to
respond effectively to the debate but to lead the discourse on important policy matters. Partisan confrontations
are examples of an important tactic to be deployed when necessary, but they must be complemented by
leadership characteristics that can unify, not divide, the country. Furthermore, the party’s emotional rejection
of China must not get in the way of a calculated knowledge of China and the world.
In a dramatically changing and uncertain global environment, Taiwan faces unprecedented domestic and
international challenges. Consensus within the country on how to deal with such challenges will not be easy to
forge, but it will be an important step toward strengthening Taiwan’s capacity to face those challenges. The next
elections on the city and county levels are scheduled for December 2009, and national elections are nearly four
years away. There is a window for partisan political interests to be set aside for some serious self-examination and
strategic thinking. Neither the arrogance of the governing party nor impulsive antagonisms of the opposition are
constructive approaches toward achieving the best policy options for the country.
Taiwan has outlived storms and earthquakes and overcame chaos and the harshest of political circumstances.
Divisions and hardship are depressing, but once surpassed, Taiwan’s democracy will be in a position of greater
confidence and strength. The collective wisdom and diligence of the Taiwanese people have brought the country
so far, and the DPP has no choice but to be optimistic about the country’s ability to survive the challenges ahead.
––––––––––––––––––––––––––––––––––––––––––––––––––
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S

ince President Ma Ying-jeou’s inauguration in May 2008, there have been significant changes that
fundamentally altered the nature of relations across the Taiwan Strait. From confrontation to conciliation,
normalization of economic ties has moved China and Taiwan closer, not just physically but also in perception
and mindset. With the 62nd Session of the World Health Assembly (WHA) set to commence in May and the
proposed Economic Cooperation Framework Agreement (ECFA) with China, however, domestic politics again
assumes added importance as cross-Strait discussions proceed to more politically-sensitive issues. Without
established channels of communication and mutual trust, inter-party rapprochement between the Kuomintang
(KMT) and the Democratic Progressive Party (DPP) will likely require more than just the dissemination of goodwill
that initiated the ongoing cross-Strait détente.
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I. Background
Beginning with the elections in Taiwan and culminating with Chinese President Hu Jintao’s “Message to Taiwan
Compatriots” on New Year ’s Eve, 2008 was an important and eventful year for relations across the Taiwan Strait.
Often regarded as a “hot spot” prone to conflict, qualitative changes have taken place that fundamentally altered
the nature of this once volatile and tense relationship between China and Taiwan. More importantly it is the first
time in nearly six decades that prospects for sustained peace and stability in the Strait are enhanced and
substantiated by expanded exchange and mutual goodwill, not just empty rhetoric.
Adhering to a mutually-agreed approach of “economics first, politics later” and “easy matters first, difficult ones
later,” both Beijing and Taipei have taken ground-breaking steps aimed at first normalizing cross-Strait economic
ties. From June to November 2008, six agreements were signed between China’s Association for Relations Across
the Taiwan Strait (ARATS) and Taiwan’s Straits Exchange Foundation (SEF) that, among others, allowed
mainland tourists to visit Taiwan and made direct air and sea transportation a reality.1 These were breakthroughs
that were unimaginable just months earlier.
Despite these promising economic developments, differences remain on certain issues – most are politically
sensitive – that could potentially disrupt the current positive momentum. Moreover, because of the current global
financial crisis, some of the measures have not yielded the expected benefits that are critical to continued support
back home, particularly in Taiwan. Therefore, political uncertainties – both domestic and international – remain
the biggest variables in this rapidly evolving relationship between China and Taiwan.
This paper intends to present a comprehensive overview and assessment of cross-Strait relations since the
inauguration of Dr. Ma Ying-jeou as president in Taipei in May 2008. It will identify the major developments that
have taken place since that time, and how these changes have, in turn, facilitated the institutionalization of not
just bilateral dialogue and exchange, but heightened the prospects for sustained peace and stability in the region.
In addition, the paper will identify the key variables that could potentially derail the current pace and direction of
relations across the Taiwan Strait, with a final analysis on how Taiwan’s domestic politics could directly impact
cross-Strait relations as more politically-sensitive issues emerge in the coming months.
II. The Impetus of Change: The Outcome of the March 2008 Presidential Election in Taiwan
For many analysts 2008 was, at first, viewed as a year of significant change around the world, including Asia.
Elections in the United States, Taiwan, and Korea ushered in new governments and leaders where the promise of
change energized citizens who thirsted for a fresh start. Fortunately or unfortunately, the global economic recession
that first began with the U.S. sub-prime mortgage crisis in late 2007 made change – from government policy to
business conduct – a necessity, not just a lofty goal pillared by empty campaign promises. Against this backdrop,
changes in relations across the Taiwan Strait were particularly timely and welcomed as economies around the world
coordinated efforts and aggregated resources to counter downward economic trends unprecedented since the Great
Depression of the 1930s.
The Significance of Ma’s Election
For China, 2008 was a year of special significance. With changes already made in the make-up of the Politburo at
the Chinese Communist Party’s (CCP) 17th Party Congress in November 2007, the leadership in Beijing focused
their attention almost exclusively on the successful staging of the Summer Olympic Games – considered by many
as the final step in China’s ascendance to international prominence. Such a preoccupation trumped all other
national objectives, with cross-Strait relations possibly the lone exception. Hence Taiwan’s presidential election
on March 22, 2008, was an event closely monitored in Beijing, and the election outcome would have a far-reaching
impact beyond just relations across the Taiwan Strait.
Although the unrest in Tibet and the devastating earthquake in Sichuan caused grave damage and pain, the election
of Ma Ying-jeou and the KMT’s return to power in March 2008, at a minimum, largely removed the need for Beijing
to devote attention to containing a menacing neighbor before, during, and after the Olympics. This was a change
from what Beijing experienced during the previous eight years when Chen Shui-bian and the DPP were in power
and surprises were the norm, not the exception. More importantly Ma’s election effectively reduced, if not
eliminated, Beijing’s fear about the likelihood of de jure independence in Taiwan. Although Ma had stated during
the campaign that his mainland policy was premised on the new “Three No’s” – no unification, no independence,
and no use of force, Beijing appeared perfectly willing to ignore the other two if Ma would faithfully adhere to the
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commitment of “no independence.” Simply put, with the Beijing Olympics just around the corner, Beijing could illafford incidents and surprises from Taipei that necessitated some form of immediate, drastic response.
The Significance of Ma’s Election and Beijing’s Strategy toward Taiwan
After a hard-fought campaign that lasted nearly two years, the KMT nominee and former Taipei mayor, Ma Yingjeou, won the presidential contest in March 2008 receiving 58.45% of the votes cast. Ma and his running mate,
former premier Vincent Siew, ran a campaign that advocated, among other issues, reduction of tensions across the
Taiwan Strait and closer economic ties with China. The margin of victory, more sizable than most anticipated,
provided the needed impetus for the incoming president and administration to fundamentally alter Taiwan’s
mainland policy from one of confrontation to conciliation.
More significantly, Ma’s election victory prompted another change in Beijing’s strategy toward Taiwan.
Historically, there have been a few noted changes in Beijing’s policy and strategy on cross-Strait relations. In the
beginning, it was of course, “liberation of Taiwan by force” after the 1949 civil war, followed by the first strategic
change in 1978, when, in the “Message to Taiwan Compatriots,” Beijing began to stress “peaceful means” to
resolve differences across the Strait. That strategy began to crumble, however, in the second half of the 1990s
when, after successive constitutional revisions and the deepening of democracy in Taiwan, the “right to selfdetermination” became the dominant political theme that transcended partisan differences. Beijing got more
nervous when, in July 1999, former Taiwan President Lee Teng-hui pronounced the “special state-to-state
relationship” statement during a German radio interview. Tensions rose across the Taiwan Strait, and Chinese
missile tests ensued for weeks.
Beijing’s strategy toward Taiwan reached another turning point in March 2000 following the election of DPP’s
Chen Shui-bian as president. Coming from an ideological background that advocated de jure independence, Beijing
again shifted its strategy and placed emphasis on “preventing independence” over “promoting unification.” During
the next eight years, tensions were repeatedly heightened following events and episodes like the “one country on
each side” statement (August 2002), the two referendum votes (March of 2004 and 2008), the abolition of the
National Unification Guidelines and Council (January 2006), and the campaign to join the United Nations under
the name of Taiwan (July 2007-March 2008), in addition to the passage of the “Anti-cessation Law” by China in
March 2005. In short, it was a period of fragile peace and non-existent trust where the status quo across the Taiwan
Strait was maintained by involuntary restraint and mutual deterrence.
During the DPP years, Beijing and the then opposition KMT jointly developed a CCP-KMT, party-to-party platform
in 2005 that essentially replaced the officially-sanctioned ARATS and SEF mechanism, which was dormant under
the DPP. With Ma’s election in 2008, Beijing clearly intends to maintain the CCP-KMT forum as a means to
supplement – and occasionally as a counterweight to – the ARATS-SEF dialogue on developments in cross-Strait
relations. Moreover, with the KMT now back in power, the likelihood of de jure independence for Taiwan is
increasingly remote, which could help eliminate some of Beijing’s apprehension and enable it to focus more on
deepening exchanges and relations – economic, political, and possibly military. These exchanges would probably
make de jure independence an unviable, or less preferred, option in the future. Therefore, Beijing’s strategy now is to
quicken the pace and the extent of normalization of relations, beginning with less politically-sensitive issues. Under
such a strategy, one could expect closer economic ties as the driving force toward overall greater interdependence
across the Taiwan Strait in the coming years.
The Resumption of Dialogue between ARATS and SEF
Within a month of Ma Ying-jeou’s inauguration, the long-dormant ARATS-SEF dialogue resumed in Beijing on June
12–13, 2008. Heads of ARATS and SEF, Mr. Chen Yun-lin and Mr. Chiang Pin-kung, respectively, agreed and signed
accords that would allow weekly chartered flights between China and Taiwan and mainland tourist visits to Taiwan.
While details of these two agreements, for example which participating cities, flights, and the number of mainland
tourists per day, were mostly discussed and negotiated under the DPP administration, Beijing clearly wanted to wait
until after the 2008 presidential election before deciding on whether to, and then how to, implement these measures.
Ma’s victory and the KMT’s return to power, naturally, made the decision comparatively easy.
Chen Yun-lin’s Groundbreaking Visit to Taiwan
Joint efforts to normalize cross-Strait relations gathered further steam when ARATS President Chen Yun-lin visited
Taipei during November 3–7, 2008, during which four additional agreements were signed that established a cross– 36 –

Strait food safety mechanism and made the “Three Links” a reality.2 The second meeting between Chen and Chiang
carried added significance since it was the first time in nearly sixty years that a high-level Chinese government
envoy had visited Taiwan, and it represented further thawing of cross-Strait ties beyond the economic realm.
In addition to the signing of agreements, another highlight during Chen’s visit to Taipei was his much anticipated
meeting, albeit informally, with President Ma Ying-jeou. Because the protest outside Chen’s dinner venue the night
before had erupted into violence, Chen’s meeting with Ma was hastily moved up from the afternoon to the morning
of November 6, 2008, to avoid another possible clash between the protesters and police. While most of the premeeting hype was on how they would each address one another, i.e. Mr. Ma or President Ma, the brevity of the
meeting, which lasted barely fifteen minutes, rendered that point irrelevant and substantially reduced its
significance, both symbolically and substantively.
On the other hand, with his visit to Taipei shadowed almost everywhere by protesters chanting anti-China slogans,
Chen Yun-lin learned firsthand that the Ma administration’s mainland policy was not supported unanimously in
Taiwan. In addition, the trip was a valuable experience for Chen and his entourage to see that in a democracy like
Taiwan’s, differing views are freely expressed and protected by law. For Beijing, it also underscored the necessity of
reaching out to those beyond the KMT.
While Chen Yun-lin’s visit to Taiwan was regarded as a success by most, the violence that erupted during his stay
exposed some worrisome trends in Taiwan’s domestic politics amidst general optimism over cross-Strait relations.
(1) There needs to be a mechanism for inter-party dialogue, at various levels, to make policymaking more
inclusive: Despite Ma’s sizable margin of victory and the KMT’s overwhelming majority in the Legislative Yuan
(LY), cross-Strait policy carries far-reaching implications and illustrates how policy deliberations should go
above and beyond partisan consideration. However, given the fact that Taiwan remains a young democracy and
inter-party cooperation is not a part of routine political discourse, the always intense Blue-Green divide remains
as far apart as ever making inter-party reconciliation next to impossible. Though both President Ma and DPP
Chairwoman Tsai Ying-wen have publicly expressed their willingness – if certain preconditions are first met –
to engage in policy dialogue, inclusionary politics and conciliatory policymaking remain beyond the reach of
political leaders and parties who only eye the next election, not the next generation.
(2) The Taiwan public deserves to be better-informed on major policies pertinent to the island’s security and
prosperity: After the election but before Ma’s inauguration last year, local analysts were critical of certain remarks
he made. For example, Chinese Taipei is the most appropriate name for Taiwan in joining the WHO, challenging
the wisdom behind, and the necessity of, the president-elect’s comments at the time.3 In recent months, however,
there seems to have been a complete turnaround in the government’s attitude where little information is
disseminated on major policy developments, particularly cross-Strait relations. For instance, Chen Yun-lin’s visit
and the violence that erupted in November 2008 could have been better handled had there been concerted efforts
through prior consultation with the opposition, and news conferences for the public, that explained the significance
behind Chen’s visit. Unfortunately it was not until just days before Chen’s arrival that relevant officials, including
President Ma himself, began to engage in a last minute public relations campaign, which was too little, too late as
doubts had been raised and the opposition had already planned protests to voice their disapproval.
(3) The DPP has yet to transform itself from a party driven by ideology to one driven by policy: With successive
lopsided defeats in the LY and presidential elections last year, the DPP is in desperate need to regroup and reform
itself on issues like the role of party factions and its stance on anti-corruption. However, with the government’s
lackluster performance and former President Chen Shui-bian’s (CSB) legal troubles, the DPP appears confused and
disoriented, lacking the impetus, vision, and courage to change. According to opinion polls, respondents gave low
marks to the DPP on image (as a result of formal corruption charges against CSB and family) and on policy (lack
of clarity over its position toward China).4 Worse yet, the real crisis confronting the DPP is marginalization in
policymaking, particularly for cross-Strait relations. Without presenting itself as a viable alternative to the KMT
on substantive policy, the DPP runs the risk of being bypassed and rendered irrelevant amidst the current
momentum toward normalization of economic ties with China. That definitively does not bode well for the
prospects of its return to power in the future.
All in all, Chen Yun-lin’s visit to Taipei, while largely a success, exposed many underlying problems in a young
democracy like Taiwan’s. Although many attributed divided government – where the executive and legislative
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branches were controlled by different political parties – as a principal cause for much of the administrative paralysis
that characterized Taiwan’s domestic political scene in the past, inter-party relations have not improved despite the
fact that the KMT is now in control of both the Cabinet and the LY. Institutionalized dialogue, at various levels,
between the government and the opposition, though problematic should be the first step. Chen Yun-lin’s visit and
the ensuing violence only highlighted the severity of the problem and the urgency of action from both the
government and opposition.
Hu Jintao’s “Six-Point” Message on New Year’s Eve 2008
At the ceremonies commemorating the thirtieth anniversary of the issuance of the “Message to Compatriots in
Taiwan,” Chinese President Hu Jintao delivered a speech that would serve as a “roadmap,” at least for Beijing, in
managing future cross-Strait ties. Although well confined within traditional policy boundaries toward Taiwan, Hu’s
speech nevertheless had a few fresh perspectives worthy of further consideration.
(1) On acknowledging the political realities between the two sides: It was the first time that at the highest
leadership level China publicly acknowledged that “… mainland and Taiwan have not yet been reunified since
1949,” and later again “… the country (China) has not yet been unified.”5 Prior to Hu’s speech, Beijing had
never acknowledged, let alone accepted, that there are two political “entities” on the two sides of the Taiwan
Strait. Although the intent to reunify Taiwan with China remains the ultimate goal, evidenced throughout
Hu’s speech, this passive acknowledgement of the political realities between China and Taiwan was a pragmatic
step in bridging differences and providing the latitude necessary for any type of future resolution – interim or
ultimate – between the two sides.
(2) On Taiwan’s international space: Hu expressed China’s willingness to seek “fair and reasonable arrangements” for
Taiwan’s participation in the activities of international organizations through pragmatic consultations provided, of
course, the arrangements do not create, in essence or practice, “two Chinas” or “one China and one Taiwan.”
Though this is not new, Hu’s speech nevertheless gave further indication that Taiwan’s international space issue
can be discussed and negotiated, and Beijing is prepared to confront the issue and seek resolutions that are
acceptable to both, provided that certain fundamental positions, e.g. the “one China” principle, remain intact.
Moreover, it appears from Hu’s speech that some type of mutually acceptable arrangement on international space
should, and can, be reached between the two sides. More importantly, Hu’s speech gives the impression that
Taiwan’s international space issue is something that China’s top leaders have had prior internal discussions on and
some “acceptable guidelines” have seemingly been formulated to respond to and manage the upcoming “litmus
tests” like the World Health Assembly (WHA) this May.
(3) On political status of each: Rationalizing the fact that China and Taiwan have not been reunified since 1949, Hu
referred to the political status of each not as “a state of division of the Chinese territory and sovereignty,” but the
continuation of the CCP-KMT civil war that resulted in “a state of political antagonism” over the past sixty years.
What is more significant is Hu’s intent to address cross-Strait political division in the context of the CCP-KMT
civil war, which was essentially between two political parties, not two separate states. This is of course in conformity
with Beijing’s long insistence on the “one China” principle which states that Taiwan is a part of China. Moreover,
it gives Beijing the choice of electing to acknowledge the separate political entity on Taiwan not as another state,
rather that the KMT authorities retreated to the island after the civil war between the CCP and KMT in 1949. This
preserves the “one China” principle thus making future cross-Strait developments a purely domestic affair.
(4) On Military Confidence-Building Measures (CBM’s): Because of longstanding hostility and confrontation, military
issues have always been the most sensitive dimension in cross-Strait relations. While establishing some type of
military-to-military exchange has occasionally been the topic of discussion between scholars, no official position –
either for or against – has been put forth by either side to earnestly explore the possibilities. With formidable
resistance in both places, however, military CBM’s will happen neither quickly nor extensively. But the intent to
reduce tension and build trust will continue to drive both Beijing and Taipei forward in an effort to enhance
understanding and build trust, including in the military domain.
(5) On reaching out to the DPP: First, it was the first time that the DPP had been mentioned in a Chinese leader’s
public speech by name. Moreover, Hu had apparently “lowered the threshold” for making contact with the DPP
from “denouncing Taiwan independence” to “change its ‘Taiwan independence’ separatist position.” Despite
Hu’s softer tone, however, large-scale contact between the two ideologically-opposed political parties remains
highly unlikely for the foreseeable future. Lack of mutual trust and the apparent gap in Beijing’s past rhetoric
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and action are the primary reasons. Visits to the mainland by DPP members or those closely identified with proindependence causes will continue to be evaluated on a case-by-case basis, and occasional exceptions could be
made for purposes beyond mere goodwill.
China’s Fundamental Position Remains Unchanged
Viewed in its entirety, Hu Jintao’s “Six-Point” speech on December 31, 2008, contained elements, though not
necessarily new, that reinforced Chinese leadership’s intent to drive ahead the ongoing positive momentum. At the same
time, it appears as if it wants to assume the dominant position as more politically sensitive matters, e.g. political status
of each and Taiwan’s international space, surface in the months ahead. The underlying message from Beijing was simple:
There will be some flexibility and latitude on political matters, but all bilateral discussions and subsequent agreements
will have to be in accordance with the “one China” principle. In other words, the “one China” principle becomes an
institutionalized precondition for all cross-Strait developments and progress in the future, at least for Beijing.
According to Hu’s speech, Beijing remains adamant over the “one China” principle, and under that context, even the
most sensitive issues like international space and military CBM’s can be addressed and discussed. Although this has
been Beijing’s position for some time, the strong emphasis it was given in Hu’s speech nonetheless revealed a level of
wariness and apprehension beyond the current optimism over trade and economics. In other words, Beijing appears
unconvinced that closer economic ties will necessarily make resolutions over political differences easier. With the
WHA meetings coming up in May, Beijing felt compelled to lay down some “ground rules” and re-emphasize its policy
fundamentals, most importantly the “one China” principle.
While Beijing could refer to the “1992 consensus” as the basis for the resumption of ARATS-SEF dialogue in June
2008, that formula may not be enough as more political matters emerge. Especially since Beijing is fully aware that the
“1992 consensus” carries distinct and different meanings in Beijing and in Taipei. Although being strategically
ambiguous on the “1992 consensus” might have helped bring the two sides together last year, Beijing appears reluctant
and unwilling to move ahead on politically sensitive issues unless the “one China” principle is firmly entrenched as “a
political foundation for advancing the peaceful development of cross-Strait relations.” A certain level of anxiety and
uncertainty has clearly prompted Beijing to seek assurances and establish commonalties, i.e. on the “one China”
principle, with Taipei before proceeding with discussions on politically sensitive issues.
III. ECFA and WHA: When Politics Does Matter
In the first half of 2009, two events – the discussions and possible signing of the “Economic Cooperation Framework
Agreement” (ECFA) between China and Taiwan and Taiwan’s participation at this May’s WHA – will probe the
bottom line positions of each on politically-sensitive matters. Moreover, they will test the strength of leadership
commitment on both sides to improve and stabilize cross-Strait relations when confronted with obstacles and pressures,
both at home and abroad. Mishandling of either will, of course, have repercussions for cross-Strait relations and, in
particular, Taiwan’s domestic politics.
Controversy Surrounding the Economic Cooperation Framework Agreement
The global financial crisis and the ensuing economic downturn have caused serious problems in export-oriented
economies like China, Japan, and East Asia’s Little Dragons or Tigers – Taiwan, Korea, Singapore, and Hong Kong.
Sharp declines in exports, rising unemployment, and rapid devaluation of currency are just some of the major issues
that demand immediate and decisive actions from leaders and governments in the Asia Pacific region. As the world’s
18th largest trading nation, Taiwan has, since Q4 of 2008, experienced an unprecedented economic slowdown.
Recent economic and trade numbers – exports declined by 44% and imports by 56% in January 2009, unemployment
steadily increases at 5.31%, and the economy will suffer an unprecedented contraction at 2.97% this year – all indicate
the formidable economic challenges that lie ahead.6 In turn, the Ma government has drafted and executed measures
aimed to increase employment and stimulate domestic spending through projects on, among others, infrastructure
upgrading and the very popular spending vouchers. Since most of these programs were designed for short-term,
immediate relief, Taiwan’s economic recovery cannot, and will not, begin until its export performance improves.
With most of Taiwan’s export markets in North America and Europe under severe economic strain, the mainland China
market – which was responsible for 28.9% of its exports and 13% of its imports in 2008 – becomes the natural choice
to help stabilize Taiwan’s external trade before recovery can truly begin. Furthermore, with the “ASEAN plus China”
free trade zone looming large next year, many of Taiwan’s exports, particularly petrochemicals, machinery and spare
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parts, and automobiles, stand to lose their competitive edge when the existing tariffs (ranging from 6% to 9%) remain
in effect for Taiwanese products beyond 2010. Therefore, many of the leading industrial and commercial associations
have openly urged the government to begin discussions with China on signing a “Comprehensive Economic
Cooperation Agreement” (CECA) before 2010. This has been a hotly debated issue in Taiwan since mid-February 2009.
Discussions with China on CECA could begin as early as May when ARATS and SEF meet again, but the
government’s challenge remains largely along the domestic front; specifically, how to reconcile differences with the
opposition. While the government has underscored the urgency for a CECA based primarily on export
competitiveness and industry concern, the DPP has cautioned against possible infringement on Taiwan’s sovereignty
and, with the CECA signed, the likelihood of bringing Taiwan closer to unification with China. As is often the case
in Taiwan’s inter-party relations, differences on policy would almost invariably deteriorate into ideological cleavages
over “who loves Taiwan more” and “who would sell out Taiwan.” There was also internal dissent within the KMT when
some legislators, rallying behind LY Speaker Wang Jin-ping, called for discussion of contents before signing any
economic cooperation agreement with China.7 With the opposition stressing the need for executive accountability and
long-held opposition to “being absorbed” by China, the government had to launch an orchestrated campaign on the
necessity for the CECA. This culminated with President Ma’s TV interview that, among other issues, renamed the
possible economic pact with China the “Economic Cooperation Framework Agreement” (ECFA), no longer CECA.8
The Limited Space for Rational Debate: The Case of ECFA
The controversy surrounding a possible economic agreement with China, whether it’s CECA or ECFA, underscores
possibly the single most frustrating “underdevelopment” in Taiwan’s democratic transition, namely the limited space
for rational debate on public policy. Largely consumed by instincts and emotions, discussions on public policy issues
often become a question of partisan inclination and ethnic identity, leaving very little room, if any, for fact and reason.
This has caused resentment and disenchantment over the conduct of politicians and political parties which have
manipulated the process for political gains.
The CECA, now ECFA, controversy erupted before the government had the opportunity to present its contents and
details. Although the government had decided that CECA was a policy priority, the draft agreement remains in the
deliberation stage in the Cabinet. Outside of those involved in the process, few had knowledge of how, what, and when
the agreement would come up for discussion among the ministries and later at ARATS-SEF meetings. Despite these
many unknowns, the DPP and other opposition groups seized the opportunity to attack the government for “selling out”
Taiwan as soon as newspapers reported on the CECA. This undermined prospects for any serious, rational debate on a
critical document intimately connected with Taiwan’s economic competitiveness in the future.
Saying it was analogous to the CEPA signed between China and Hong Kong, the opposition first labeled the
contemplated agreement as downgrading Taiwan’s sovereign status to that of a local authority, similar to Hong
Kong and Macau. At the same time, drawing from a report in the Washington Post, the DPP claimed that CECA is
the beginning of a “one China” market and a prelude to eventual unification.9 Moreover, with the free flow of
capital and personnel Taiwan’s real estate prices would skyrocket out of reach for ordinary citizens, and the influx
of mainland products and workers would push the unemployment rate to well over 10%. Before the government
could react to allegations it deemed unfounded and misleading, CECA and ECFA had already been stereotyped,
through a barrage of news reporting, to be an agreement which, if signed, would erode Taiwan’s sovereignty and
thus make unification with China inevitable. As a consequence, rational debate on public policies like CECA and
ECFA has again remained an unattainable “luxury” while lack of said debate continues to undermine the quality
of democracy in Taiwan.
The 2009 World Health Assembly
Diplomatic isolation has long been a hurtful reality that most Taiwanese had to accept and endure, and diplomacy
has been the traditional battlefield between China and Taiwan where the “zero-sum” principle has been applied by
both sides to the fullest, both in terms of rhetoric and practice. With the number of diplomatic allies steadily
shrinking in recent years, President Ma Ying-jeou, since his inauguration, has promulgated the policy of “flexible
diplomacy,” where Taipei will no longer engage in cut-throat competition internationally with Beijing over
diplomatic recognition and exclusive participation.10 Following the significant progress made in cross-Strait
relations, moreover, Taipei believes that its international space can, and should, be enhanced. The Beijing
Olympics and the APEC unofficial summit last year both provided evidence that mutually acceptable arrangements
can be reached on the international stage for China and Taiwan. For this year, the focus is on the WHA in May
and whether Taiwan could become an observer at this important international health conference.
– 40 –

Taipei has been trying to become an observer at the WHA for many years. Primarily because of tensions across the
Taiwan Strait and the “separatist tendencies” under the DPP, Beijing has been adamantly against such efforts by
Taipei, applying its influence to forcefully shut Taipei out of the international health community. Beijing’s tactics
naturally caused strong reactions in Taiwan across the political spectrum, further undermining the level of trust
between the two sides. With the easing of tensions across the Strait after May 2008, however, the possibility of
Taiwan obtaining observer status at the 2009 WHA becomes an important “litmus test” of the goodwill and
flexibility that each side would demonstrate on politically sensitive issues like Taiwan’s international space.
Although it was never a subject of discussion at ARATS-SEF meetings, recent statements by high-ranking officials
from both sides gave indications that a compromise, or even a breakthrough, was likely at the WHA in May.
However, the details of the contemplated arrangement – name, status, and other qualifications – remain unclear.
In particular, two elements are critical in negotiations connected with Taiwan’s participation at this year’s WHA.
(1) Whether Beijing gets credible assurances from Taipei that, if full observer status is granted, its “one China”
principle is observed and adhered to: Since Ma’s inauguration, both Beijing and Taipei have been using less
politically-sensitive terms like the “1992 consensus” as the basis for expanded exchange and dialogue.
Evidenced by Hu’s “Six-Point” speech last December, however, Beijing may be inching toward “definitional
clarity.” This is due to the fact that political arrangements reached on, for instance, Taiwan’s international space
may produce irreversible consequences contrary to Beijing’s own ideological premise, i.e. “two Chinas” or “one
China, one Taiwan.” Therefore, it cannot be ruled out that some affirmation or clarification statements on “one
China,” from Taipei will be forthcoming prior to the WHA.11
(2) How would the Ma government react to arrangements at the WHA if it does not receive full observer status,
and can it withstand domestic repercussions without altering the direction of its ongoing cross-Strait policy:
Undoubtedly both Beijing and Taipei would not want to see major disruptions in cross-Strait relations, especially
given the significant progress made in the last nine months. However, if the final arrangement for Taipei at this
year’s WHA is anything less than full observer status, political repercussions within Taiwan could force a
temporary pause, if not something more significant, in Taipei’s current cross-Strait policy. Therefore, Beijing is
carefully weighing the various implications that such a “less than satisfactory” arrangement at the WHA would
generate. Moreover, Beijing should caution itself over possible international reactions, particularly since the
U.S., Japan, and the EU have expressed their support publicly for observer status for Taiwan at the WHA.
Taipei’s participation at this year’s WHA is more than just a “litmus test” of mutual goodwill between the two sides of
the Taiwan Strait. It could set a precedent for Taipei’s international participation in the future and more importantly,
it could have a direct impact on the pace and direction of how cross-Strait relations will evolve next. Hence the
significance of this year’s WHA goes beyond international health concerns, and the final arrangement reached
between Beijing and Taipei could affect developments in relations far broader than just those in the Taiwan Strait.
IV. From Cross-Strait Détente to Inter-Party Rapprochement
In more ways than one, 2008 was a year of tremendous change in cross-Strait relations. Beyond the mainland tourist
visits and the “Three Links,” these changes have effectively shortened the distance – often wider than the 200km
Taiwan Strait itself – between the two sides. More significantly these changes will gradually alter the perception
and the mindset each has toward the other, making the impact of these changes far greater than the conveniences
and opportunities those inked agreements originally offered. That is the truly remarkable breakthrough brought
about by the changes witnessed over the past nine months.
For Taipei, these changes were the combined efforts of two successive administrations led by political parties with
differing ideological orientations and, more importantly, conflicting views of China. Despite its apprehension over
China’s intentions and motivations toward Taiwan, the DPP negotiated and finalized most of the details in
agreements on chartered flights and mainland tourists. For the KMT on the other hand, the easing of tensions and
the normalization of cross-Strait economic ties did not come with compromises on Taiwan’s sovereignty or
autonomy. Although most in the world welcomed and applauded the positive progress in cross-Strait relations, the
partisan divide between the KMT and DPP remains as intense, if not more so, as ever. While the opposition often
accuses the government of rhetoric and acts detrimental to Taiwan’s sovereignty, the government has countered
with allegations against the opposition of disruption and violence. This was evident during Chen Yun-lin’s visit
when the disruptions were aimed at undermining the ongoing positive momentum. Herein lies the hidden
uncertainties as cross-Strait relations move into more politically sensitive areas later this year and beyond.
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Although inter-party rapprochement is an alien notion to both sides, there needs to be established channels of
communication, at various levels, between the ruling KMT and the DPP as a first step in bridging differences.
While the government can be more proactive in initiating policy dialogue with the opposition, the DPP should, in
turn, offer policy alternatives that are derived from pragmatic considerations, not ideological preferences. It is
generally agreed that Taiwan’s mainland policy must rise above partisan interests and seek the greatest common
denominator internally. Despite the general optimism over cross-Strait relations and developments, however,
inclusionary policymaking has unfortunately remained a distant goal tossed around only as partisan lip service.
With both the WHA in May and the proposed ECFA with China, pressure appears to be mounting domestically
for wider participation, greater transparency, and heightened accountability. In any democracy, those are the types
of demands that cannot be ignored and should be addressed jointly by the government and the opposition.
How the government and the opposition would learn to establish substantive dialogue, particularly on very emotional
policies like cross-Strait relations, depends not only on the vision and wisdom of political leaders, but the degree of
democratic maturity where dialogues and exchanges of views become part of, not an exception to, routine discourse.
However, given the intensity of rivalry, inter-party dialogue between the major political parties won’t be easy, but this is
part of Taiwan’s democratic “growing pains” that both the KMT and DPP must learn to accept, adjust, and adapt to.
1. At the first ARATS-SEF meeting during June 11-14, 2008, two agreements; one on weekend chartered flights and the other on mainland tourists to Taiwan were
signed following nearly a decade-long interruption. During the second ARATS-SEF meeting in November 2008, four more agreements were signed that covered direct
air, sea, and mail service between the mainland and Taiwan, as well as the mechanism on food security. For details, please refer to:
<http://www.sef.org.tw/lp.asp?CtNode=4306&CtUnit=2541&BaseDSD=21&mp=19>.
2. The “Three Links” – direct transportation, commercial interaction, and post service – have been one of the most controversial and highly anticipated issues in crossStrait relations over thirty years. The establishment of these services is naturally an important indicator of relations between China and Taiwan. For a review of the
“Three Links,” please go to: http://zh.wikipedia.org/wiki/三通>.
3. Including former high-ranking national security officials under the KMT, many had voiced their concern and criticisms of some of Ma’s comments before his inauguration
with most believing the comments were untimely and premature. For a review of reports, please see: <http://www.nownews.com/2008/04/04/301-2255679.htm>.
4. These polls were conducted by TVBS satellite television station.
For details and analyses of the poll results, please go to:
<http://www.tvbs.com.tw/FILE_DB/DL_DB/doshouldo/200810/doshouldo-20081029194759.pdf>.
5. For a full text of Hu’s speech on “Message to Taiwan Compatriots,” please go to Xinhua News Agency’s website at: <http://www.xinhuanet.com.cn>.
6. For the latest statistics on Taiwan’s economy and trade, please see: <http://www.dgbas.gov.tw>.
7. According to news reports, during their weekly meeting LY Speaker Wang Jin-ping reached an understanding with both President Ma and Vice President Siew that
prior to signing ECFA, there should be consultations between the Cabinet and LY. For a report on LY Speaker Wang’s position toward ECFA, please see:
<http://www.libertytimes.com.tw/2009/new/mar/3/today-fo1-2.htm>.
8. On March 27, 2009, President Ma Ying-jeou, in an exclusive interview with Taiwan’s Era TV, declared that the proposed economic pact with China is ECFA, not
CECA. For reports on Ma’s TV interview, please see <http://udn.com/NEWS/NATIONAL/NATS2/4761525.shtml>.
9. The article, “Taiwan, China Negotiating a Landmark Free-Trade Agreement,” came out on February 21, 2009, and was written by Ariana Eunjung Cha of the
Washington Post Foreign Service. For the full report, please go to: <http://www.washingtonpost.com/wp dyn/content/article/2009/02/20/AR2009022003388.html>.
10. For a detailed account of Ma’s “flexible diplomacy,” please go to: <http://www.scribd.com/doc/2339215/-diplomacy>.
11. A recent example of such statements was made by President Ma Ying-jeou at the medal presentation ceremony on February 25, 2009, for Mr. Stefan Niesiolowski,
Deputy Speaker of the Lower House of Polish Parliament, during which time Ma stated that both Beijing and Taipei, though differing on its meaning, do recognize
and accept the “one China” principle. For details, please refer to: <http://www.president.gov.tw/en/prog/news_release/print.php?id=1105499904>.
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T

his article contains an analysis of the opportunities that will be available to mainland China and Taiwan, as well as
the challenges that they will confront, during the next three years as they deal with three vital issues of cross-Strait
relations: economic cooperation, Taiwan’s international space, and a peace accord.
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I.

Background

The winning of the March 2008 election in Taiwan by the Kuomintang (KMT) candidate, Mr. Ma Ying-jeou, marked a
turning point in the cross-Strait relationship that had not existed for the past decade or more. A window of opportunity for
a stable and peaceful Taiwan Strait occurred. Judging from what has happened ever since, both the Chinese mainland and
Taiwan have a strong desire not to let this long awaited opportunity slip away, although not quite for identical reasons. There
has been encouraging progress. Most important of all is the signing in Taipei on November 4, 2008, of the four agreements
between the Association for Relations Across the Taiwan Strait (ARATS) representing the mainland, and the Straits
Exchange Foundation (SEF) representing Taiwan. The three agreements, relating to expanded charter flights, maritime
shipping, postal service and telecommunications, marked in fact the realization of the “Three Direct Links” first proposed by
the mainland as early as 1979. In economic terms, the agreements will save hundreds of millions of dollars in transportation
costs in cross-Strait trade and personnel exchanges, not to mention the value of the time that has been saved. Politically,
they have significantly fastened cross-Strait ties. To quote a Taiwanese press commentary, “‘Three Direct Links’ is not just an
economic-trade policy; it is also a comprehensive economic-political strategy which has now passed its no-return threshold.”
It said they virtually blocked the way to “Taiwan independence.” (The United Press Daily, Nov.12, 2008). It can be expected
that further progress will be achieved during Mr. Ma Ying-jeou’s first term, which ends in 2012. That however does not mean
that the process will be all smooth sailing. Many hurdles exist. The two sides across the Strait need to build up more solid
mutual trust before these hurdles could be cleared. This article attempts to give an account of both the opportunities and
challenges in three vital areas, namely economic cooperation, Taiwan’s “international space,” and cross-Strait peace accord.
II. Cross-Strait Economic Cooperation
Comparatively speaking, this area is the most comfortable one in which the two sides can move ahead: they have agreed
on the “Three Direct Links” and they need further cooperation to cope with the worsening international economic
environment in the short term and to achieve long-term prosperity. Both sides have proposed ideas concerning what sort
of cooperation they prefer. On September 8, 2008, the mainland’s deputy commerce minister, Jiang Zengwei, proposed that
the two sides arrange a systemized mechanism for economic cooperation similar to the Closer Economic Partnership
Agreement (CEPA) reached between the mainland and Hong Kong and Macau. When Mr. Jiang made the proposal, he
was obviously not aware of a sort of psychological problem on the part of Taiwan that would lead it to reject anything that
would “dwarf” Taiwan to the status of Hong Kong and Macau. The most talked about proposal in Taiwan is to conclude a
Comprehensive Economic Cooperation Agreement (CECA). A close look at CECA would find no major difference from
CEPA in substance, and so it would not be difficult for the two sides to find a mutually acceptable title for the agreement.
But problems would follow the agreement. The Taiwanese side does not eye the agreement as a bilateral arrangement alone;
it aims also at using it as a platform upon which to conclude Free Trade Agreements (FTA) with ASEAN countries. CECA
would allow 90% of Taiwanese exports to the mainland to enjoy the same duty-free treatment as the ASEAN countries
receive. Some people in Taiwan believe that by doing so, Taiwan would extricate itself from the crisis of being “sidetracked”
in the international economic society. When it comes to Taiwan’s FTA with ASEAN countries, painstaking negotiations
would certainly be needed between the mainland and Taiwan.
III. Taiwan’s “International Space”
This is a very sensitive and complicated issue as it touches on the vital principle of one China. According to some
authoritative people, what Taiwan wants at the moment consists mainly of two things: a “diplomatic truce” with the
mainland and extended participation in international organizations, first and foremost, observer status at the World
Health Assembly (WHA).
For a “diplomatic truce,” Taiwanese authorities strongly demand the mainland not to “dig the house corner” of the 23 countries
with which they have diplomatic relations. This has posed difficulties on the mainland, for among the 23, a few of them want
to shift their diplomatic ties from Taiwan to the mainland. So far, the mainland has not responded to these requests. Taiwan
appreciates the mainland’s goodwill, but the latter is under internal pressure because of it. How long could this “tacit truce”
last? It depends very much on how positive the cross-Strait relationship becomes. Reciprocity certainly matters in this case.
Taiwan’s participation in international organizations is a very complicated issue. In the first place, international
organizations are of a variable nature, particularly in political terms. There are non-governmental ones, such as the
International Olympic Committee (IOC) and numerous NGOs; there are inter-governmental ones not under the United
Nations, such as the Asian Development Bank (ADB); and those under the U.N., such as the World Health Organization
(WHO). Among the UN agencies, there are highly political ones as well as functional ones, and different agencies have
different charters that set the rules of conduct. Such being the case, it is impossible to find an “elixir” to solve the problem
as a whole. Experience proves that. The mainland and Taiwan have settled the problems of Taiwan’s participation in the
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IOC, ADB, WTO and APEC, but all of them were settled on a case-by-case basis, and none of them served as precedence
to the others. The most difficult part of the issue lies in the UN agencies as membership not only involves the one-China
principle but also the more sensitive issue of which side represents China in the UN. In the case of WHO, according to its
charter, if Taiwan wants to participate in the deliberations of the WHA as an observer, it needs the mainland to sponsor it
and Taiwan has to have an appropriate title. In the author’s opinion, the key to untying the knot would require Taiwan to
accept mainland’s sponsorship, which most likely it would be dealt with on a year-by-year basis. If that is done, the mainland
should, on its part, consider seriously a way to maintain Taiwan’s “dignity.”
Despite these complexities, there has been welcoming progress recently. The two sides agreed on the appointment of Mr. Lien
Chan, the honorary chairman of the KMT, as the personal representative of Mr. Ma Ying-jeou at the informal meeting of APEC
leaders in Peru. The mainland, while following the understanding with the APEC and previous practice, obviously took into
account the present state of the cross-Strait relationship. Taiwan regards it as a “breakthrough” and appreciates the mainland’s
goodwill. Also in November, Taiwan became a “contributing member” of the Agency of International Trade Information and
Cooperation (AITIC), a Geneva-based intergovernmental organization, in the name of the separate tariff and custom area of
Taiwan, Penghu, Kimen and Matsu. The mainland, not a member of the agency, does not take it as an issue.
IV. Cross-Strait Peace Accord
Taiwanese authorities have on a number of occasions expressed the hope that a peace accord should be reached with the
mainland during Mr. Ma’s first term of office. Although the mainland leadership has also committed itself to such an accord, it
has not suggested a time limit so far. The author understands that both sides, at least among the academics, are actively exploring
it but with different approaches. One school is for an accord or an agreement on principles, or guidelines, similar to the
Unification Guidelines adopted by Taiwan in1991. The other school is for one with substantial details. Some people think that
the accord should be passed by the legislature, making it a law, whereas others suggest that it would be easier and more “flexible”
if it were an “administrative decree.” All in all, the issue is still under discussion and debate on both sides of the Strait.
To sum up, both the mainland and Taiwan have strong desires to make the best use of long-waited opportunities to
gain mutual benefit in cross-Strait relations, and there has been encouraging progress so far. But the road ahead
remains bumpy: new problems will certainly arise while old differences still remain. If solid trust can be built in the
process, one should be optimistic about the future.
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our sentences in this article summarize the current state of cross-Strait relations: The two sides are in an
unprecedented new situation. Cross-Strait relations have undergone a great historic breakthrough. The two
sides have created a rare opportunity for development. Cross-Strait relations, full of vitality, are in the best
period, dispelling the clouds and admitting the sun.
I. Introduction
After the March 2008 elections in Taiwan that brought about a change in power from the Democratic Progressive
Party (DPP) to the Kuomintang (KMT), the two sides entered a period of “recuperation and rebuilding.” There
appears to be unprecedented stability resulting in a number of encouraging new changes.
Since the turnover of power in Taiwan, the two sides have become less antagonistic toward each other than they
were during nearly two decades of acrimony. Terms such as “referendum,” “name rectification,” “constitution making
and amending,” “one country on each side,” and “joining or returning to the United Nations using the name Taiwan”
do not figure so prominently any more. Even the so-called Taiwan identity issue, which continually challenged the
mainland’s political nerve, suddenly disappeared without a trace. Cross-Strait relations have become peaceful after a
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protracted storm that was similar to a strong tide at its ebb, sweeping away a number of dangerous challenges.
There have been many positive steps: the “Hu-Xiao meeting” in Boao in April; the “Hu-Wu meeting” in May; and
the resumption of talks involving “two associations,” namely the “Chen-Jiang meeting” in June and charter flights
carrying mainland visitors who landed in Taiwan in July. In August Ma Ying-jeou issued his “view on the special
relationship”; in September Wang Yi gave a comprehensive response on the “Haixi Forum”; in October Chen
Yunlin visited Taiwan; in November a new economic and trade forum between the KMT and CCP was successfully
held; and on December 31st, 2008, Hu Jintao comprehensively expounded his thinking about Taiwan putting
forward his “Six Points” speech.
There were also the great disaster relief efforts and the Olympic Games, which were joint undertakings by both
sides. The two sides have, therefore, started to improve cross-Strait relations cautiously, sending favorable signals
to each other continuously. Generally speaking, the current cross-Strait relationship can be summed up with four
sentences: The two sides are in an unprecedented new situation. Cross-Strait relations have undergone a great
historic breakthrough. The two sides have created a rare opportunity for development. Cross-Strait relations, full
of vitality, are in the best period, dispelling the clouds and admitting the sun.
II. Cross-Strait Relations Have Undergone a Great Historic Breakthrough
Both sides support cross-Strait relations. Taiwan knows that reunification cannot be achieved (at least within this
generation) and that independence is unacceptable; that it should not challenge China’s sovereignty; that for
Taiwan “to become better,” it must rely on the support of the mainland; and even that Taiwan’s acquisition of
“international space” should be based on cooperation with the mainland. Consequently, although the policy of “no
reunification, no independence, no use of force” is difficult for the radical pro-reunification camp to countenance,
most people think that this approach conforms to maintaining the status quo. After being subjected to continuous
challenges and demands for “Taiwan independence,” the mainland treasures the hard-won détente and will use the
principle of “easy things come first, then difficult ones; the economy comes first and then politics” as the principal
line regarding communication and economic trade. It will handle the Taiwan issue more carefully and will pay more
attention to the people of Taiwan.
The two sides of the Strait have had exchanges and communications for 20 years and have had acrimonious
relations with each other for two decades. It seems that cross-Strait relations have returned to their point of origin
after following a big circle and extracting a heavy price. The Taiwan authority has redefined cross-Strait relations
as special relations, rejecting the notion of state-to-state relations, and has returned to the definition underlined in
the “unification Guidelines” and “Constitution” – the concept of “one country, two areas.” In the past, the
mainland did not accept such a definition but now gives it a tacit nod. With regard to the issue of sovereignty, the
two sides have evaded the issue and explain it differently when it is discussed internally versus externally. Taiwan
internally declares that “it is an independent, sovereign state” but claims externally that it is in “particular ‘one
country, two areas’”; the mainland proclaims internally that “Taiwan is a province of China;” while it externally
states that “the two sides belong to one China.” Hu’s “Six Points” defines cross-Strait relations as “the political
confrontation due to the continuation of the civil war,” rather than “the rebuilding of sovereignty and territory.”
The two sides are still under the same framework of “one-China” and should pursue political reconciliation, using
the peaceful development approach to realize the great rejuvenation of the Chinese nation. Although Ma Yingjeou could not make Taiwan’s economy improve very soon, he immediately set out to make cross-Strait relations
better. He has quietly rectified the unusual cross-Strait relationship after the “de-Sinification policy,” which in
many ways paved the way for comprehensive cooperation between both sides and toward healthy cross-Strait
relations. No matter how many people are prejudiced against Ma Ying-jeou, few can deny that his cross-Strait
policy benefits both sides.
The speech delivered at the “Haixi Forum” by director Wang Yi on September 7th, 2008 highlights the ways in
which the mainland has developed a lot of “favorable policies for Taiwan.” In his speech the director stressed that
the two sides should vigorously promote personnel exchanges, which should be the first work of cross-Strait
relations in the future. Second, it is necessary to promote the “three direct links” and speed up that process. Third,
it is necessary to promote cross-Strait industrial cooperation, expanding cooperative fields and raising cooperative
levels. Fourth, cross-Strait financial cooperation should be promoted. Fifth, a new cross-Strait economic
cooperation mechanism should be set up. All the above reflect the pragmatic thinking of “first the economy, then
politics,” as well as pragmatic approaches to build a more extensive and solid foundation for the two sides without
referring to reunification generally or to a specific timetable for reunification. This new thinking and these new
– 45 –

measures also express ways of reciprocating and supporting Ma’s authority and cross-Strait policies.
The six-point proposal issued by Hu Jintao on December 31st is a more important indicator about a brand new line
on Taiwan. This line may manage cross-Strait relations for the next 20 to 30 years. His six missions explained in
the speech include an economic cooperation mechanism, cultural and educational exchanges and cooperation
mechanisms, a comprehensive exchange system, a diplomatic consultation mechanism to sign a peace agreement,
and the establishment of a military security mutual trust mechanism. The setting up of a pragmatic exploration
mechanism of cross-Strait political relations will form the road map for cross-Strait peaceful development. It is of
great significance. It should be said that Taiwan’s economic and international space have expanded. The DPP’s
political space will expand too.
The two sides are now dealing with the relationship very carefully. Both sides know well what is the most sensitive
and offensive issue for the other side. Consequently they are trying to find a way to bypass such issues; perhaps they
will not touch them in the next four to eight years, which may be wise because the basis of trust between the two
sides is still fragile. Therefore, Ma Ying-jeou has adopted a low-key “modus vivendi,” reducing arms expenditures,
holding an open attitude toward the mainland and rectifying Chen Shui-bian’s practice of “de-Sinification” stepby-step. The mainland would not undermine the foundation of Taiwan’s diplomacy, allowing Taiwan to participate
in international organizations that do not need members to possess sovereign status, resuming the exchanges of “two
associations,” even exercising restraint on arms sales from the United States to Taiwan and putting forward a host
of new measures to benefit Taiwan. The mainland is sincere in its expression of support for Taiwan’s economy to
“become better immediately”; improvement will not be effective right away, but it will take effect gradually.
During the half year since the turnover of power in Taiwan, cross-Strait relations have generally been stable. There
are many good phenomena that did not appear in the past, but such developments do not equate to reunification.
They allow both sides only to recuperate and rebuild in order to heal the wounds, a process that is conducive to
regional peace and security. Both sides are aware that structural contradictions have not been resolved; deep-seated
problems still exist, as does a high degree of instability and mistrust over cross-Strait relations.
III. A High Degree of Mistrust and Instability Exist in Cross-Strait Relations
The stability and détente that have characterized recent cross-Strait relations are only temporary and superficial. In
essence, the two sides have not shaken off the shackles of fragility and mistrust, and therefore some instability is
latent. The strong reaction to the recent “poisonous milk powder incident” is the best example. It is indisputable
that “poisonous milk powder” brought harm to the island. No one would forgive this incident, and the mainland
deeply regrets it. But such unfortunate incidents and immoral action have taken place in many countries during the
course of development. Irrespective of its frequency, the event sparked a political storm on the island: a member of
“the Ma government” stepped down because of it; the ability of “Ma’s government” to govern came under attack;
the DPP considered a call to dismiss Ma. Ma’s mainland policy was also severely lashed at; his concept of a “crossStrait common market” was smeared as a “one-China market” and condemned as equivalent to a market where
tainted products can be sold freely. The Liberty Times openly declared that “Taiwan independence is meant to
separate China, to avoid ‘poisoning’ all walks of life and to maintain physical and mental independence and
health.” Unfortunately, such deceptive speech is still popular in Taiwan today. A small spark would perhaps ignite
a big fire in Taiwan, making cross-Strait relations regress quickly. That is the status of cross-Strait relations today.
There are two main reasons that led to this state of affairs, namely the instability of the island and the immaturity
of the mainland.
The Instability of the Island is Attributable to the Following Proclivities
Taiwan’s “nationalization” was formulated by the “direct presidential election” driven by Lee Teng-hui in 1996, and
its consciousness was strengthened by the first power turnover in 2000. The notion of a “Taiwan identity” was
artificially created during Chen Shui-bian’s eight years in power. That created the concept of “one country on each
side,” which did not change after Ma came to power. Although the KMT recently returned to power, the dominant
discourse is still in the hands of the DPP. They did not lose control even when Chen’s crimes and the corruption of
the party itself were revealed. The allegation that supporting independence for Taiwan is equal to loving Taiwan
has become a corollary that no one dares to refute. Taiwan’s “democratic achievements” have been deified to such
an extent that its proponents ignore the great reality of the rise of mainland China and both despise and refuse to
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accept the mainland. That is the current political reality in Taiwan.
Taiwan’s electorate is consistent. Green voters consistently garner 40% of the vote, and blue voters receive 45%.
This distribution of power reflects the fact that Chen Shui-bian let voters in the middle turn to Ma Ying-jeou. Such
a fixed structure of electorates makes “go beyond the blue-green” or “reconciliation and co-administration of bluegreen” become impossible. Ma Ying-jeou’s desire to attempt to become a “master of blue-green” after he was elected
has become a visionary dream but as insubstantial as a bubble.
Ma Ying-jeou’s performance since May has been unsatisfactory partly because Chen Shui-bian’s eight years in power
left him with a mountain of problems and because he was met with the global economic crisis. Furthermore, Ma’s
personal characteristics and his team’s lack of ability have disappointed Taiwan’s people. His approval rating has
plummeted from 80% to 20%. Even the inner blue camp is grumbling. People said meanly, “Outgoing a bad guy and
incoming a fool.” Ma has not made Taiwan’s economy better, but he has made cross-Strait relations better and ended
the confrontation across the Strait for the first time in many years. For the time being, the significance of this
achievement has not been understood on the island. In essence, Ma’s failure to establish his new Taiwan theory and
his failure to organize his own ruling team make him unable to do his work more effectively.
Being an opposition party after its big defeat, the DPP has not done self-examination or gone through a
transformation. Tsai Ing-wen, whose standing in the party is less than four years old, is totally unfamiliar with the
DPP and can hardly rein in the team. She has lost precious time by not cutting off the part from Chen Shui-bian’s
corruption. The other “kings” of the DPP are also afraid of bearing responsibility for “splitting” and do not dare to
cut themselves off from Chen Shui-bian. In turn, the DPP has been abducted again by Chen Shui-bian. Every day
Chen shamelessly uses Taiwan independence, harming its justification and rationality and taking maximum
advantage of the 40% of the electorate who voted for the party. The DPP is practically unable to promote any sort
of legitimate position and has played the card of loving Taiwan to the utmost. It is only able to oppose all of Ma
Ying-jeou’s propositions. The irrational response of the DPP to Chen Yunlin’s visit to Taiwan has shown the difficult
transition period the DPP is in.
As an opposition party, the DPP has no justifiable rationale or action plan and does not appear worried about
this, despite realizing that in the days to come – the 2009 municipal city and county elections – there is no reason
for optimism.
The Immaturity of the Mainland is Demonstrated in the Following Developments
First, the structural contradictions are intensifying. On the one hand, the mainland has attained some brilliant
achievements such as the Olympic Games, the Paralympic Games, and the launch of the 7th Shenzhou Spacecraft.
The confident response and the openness with which information was relayed to the public during the Wenchuan
earthquake were admired all over the world. It is indisputable that China is getting stronger and stronger day-byday. Taiwan and the mainland are not of the same magnitude.
On the other hand, issues involving contradictions, disharmony and coordination are becoming more and more
obvious. Such issues include energy constraints; environmental degradation; the asymmetry of urban and rural
development; the localization and departmentalization of power; and roles played by numerous interest groups
formed from collusion between officials and businessmen. They ignore the interests of the nation and the people.
Then earth-shattering scandals such as the “toxic milk powder incident,” the mine disaster in Xiangfen Shanxi,
unsafe products, and so on erupted one after another almost every day. It is no secret that safeguarding the interests
of the people and protecting the rights and the interests of Taiwan businessmen have become more and more
difficult. Also the effects on our nation and on our people of the U.S. sub-prime crisis and China’s economic macroadjustment and controls are beginning to emerge. Being in a transition period, the inner sections of the mainland
have many more important issues to face than the resolution of the Taiwan issue. Therefore, the importance and
the influence of the Taiwan issue are no longer most important. China is not yet a mature and powerful country.
It would be a huge victory for the mainland to make Taiwan return now to its point of origin after challenging
Chinese sovereignty openly for 20 years by proving the falsity of “Taiwan independence.” But a number of old
problems and old conflicts such as Taiwan’s political status, diplomatic space, identity, how to reunify, and so on
have not been resolved. Moreover, the space and conditions needed to solve those problems are still not mature.
Today we emphasize that “easy things come first, then difficult ones” and “economy first, then politics,” but we also
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know that political problems can be found everywhere and that just because a problem is difficult does not mean
that it can be avoided. Shelving the disputes is perhaps a naïve idea. Many people doubt that “easy things come
first, then difficult ones; economy first, then politics”; “exchanges first, then negotiations.” We are not sure whether
these results will be favorable to our side or not. People have doubts about whether they would change the “Taiwan
identity consciousness” to “motherland identity consciousness” after Taiwan gains China’s major benefits. We also
lack the level of persuasiveness necessary to refute certain theories.
A high degree of mistrust has spread to the two sides of the Strait. The mainland regards “building mutual trust” as
the most important issue, whereas Taiwan puts “respecting reality” in first place. Building a mutual trust mechanism
is easier said than done. As for signing a treaty such as a peace agreement, which is related to sovereignty, identity,
status, and other politically sensitive issues, this would prove very difficult and these efforts would probably lead to
an impasse. The old thinking inherent on both sides cannot change overnight. Today the mainland’s Taiwan policy
can be considered as the best and the most complete version in the history of cross-Strait relations, and more
positive factors for a breakthrough are yet to come. This is true even though people still have doubts as to whether
Hu’s “Six Points” could have an immediate effect.
In short, the two sides ushered in a historic turn for the better after Taiwan’s turnover of political power. There have
been rare opportunities for development and many restrictions as well. It would not be prudent to be blindly
optimistic and to overestimate the prospects for development. We have not even added into the mix the
uncertainty of international factors, and so we must keep a sober mind.
IV. Positive Prospects are In Store for Cross-Strait Relations
It is very important to recognize clearly and objectively the positive changes taking place between the two sides as
well as the existence of instability, which will prevent blind optimism or pessimism from becoming dominant. On
balance, positive and heartening prospects lay ahead for the two sides.
First, the strong demands to improve cross-Strait relations and promote the “three links” were voiced in common
by the voters in the two elections that took place in Taiwan last year. Consequently, Ma Ying-jeou’s strong efforts
to try to fulfill his promises after winning the election are in line with the wishes of the people and conform to the
common interests of both sides of the Strait.
With regard to cross-Strait economic trade and exchanges between the two sides, the principle of no political
interference has appeared for the first time. In the past both sides displayed too much political imagination and
endorsed intervention. Coupled with the ongoing sovereignty dispute and questions regarding the country’s identity,
those approaches seriously interfered with cross-Strait relations, precipitating a loss of credibility in the efficacy of
pursuing the “three links” and exchanges. Now the “three direct links” and “exchanges” are recognized as of equal
importance in this relationship as water and air are for human beings. That realization has created conditions for the
healthy development of cross-Strait relations, in particular the establishment of a mechanism of mutual trust.
The DPP, already destroyed and on the verge of death because of Chen Shui-bian, would be hard pressed to develop
into a rising political force, conforming to mainstream public opinion in the next four to eight years. The
incumbent status of the KMT will not undergo major changes in the next eight years either. The shared visions of
the KMT and CPC for “peace and development” will bring new hope to the two sides.
Because of the global economic crisis, the process of economic integration of the two sides also must be accelerated.
We should promote cross-Strait common development and interdependence, hasten the transfer and upgrading of
industries, create co-branding opportunities, and go forward into the world together. This current economic crisis
might actually compel the two sides to come together and could accordingly be seen as an opportunity.
In conclusion, we can posit that after Lee Teng-hui and Chen Shui-bian wreaked havoc by dreaming out loud of
“Taiwan independence,” cross-Strait relations gained a new lease on life after having been at death’s door. We have
no reason to doubt that the factors analyzed in this article will help to give birth to a positive outlook for the two sides.
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