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Introduction  

 

Since the Taiwan Relations Act was passed 40 years ago, U.S.-China relations have changed 

from a cooperative to a competitive relationship while Taiwan transformed itself from an 

authoritarian regime to a free and democratic nation.  This means that the values of the U.S. 

and Taiwan are increasingly aligned.  However, rising pressure from Beijing for unification, 

including its efforts to restrict Taiwan’s international role and pressure private multinational 

and Taiwanese companies to acknowledge Taiwan a part of China, may require a rethinking 

of the U.S. “one China” policy, as well as America’s long-term strategy toward China more 

generally.  There is now some reason to question whether the U.S. will accept Taiwan’s 

unification with the mainland, or even its closer economic integration with China, even if 

those developments occurred peacefully and voluntarily.  In recent years, all three parties 

have begun challenging the status quo, and with the tension between the U.S. and China 

rising, and Taiwan’s interest in unification decreasing, Taiwan remains one of the most 

important issues in the U.S.-China rivalry. 

 

After Xi Jinping became China’s leader in 2012, and especially after the Chinese Communist 

Party (CCP) lifted the term limits on his presidency in 2017, Beijing has intensified both hard 

and soft pressure on Taiwan to agree that ultimately it is part of “one China.”  For many 

years, Beijing’s pressure did not yield positive results.  Since 2016, however, Xi’s approach 

toward Taiwan had begun to produce a change in public opinion favor of Beijing’s objectives 

until the 2019 crisis in Hong Kong over the adoption of an extradition law, which again made 

China’s policy of unification under “one country, two systems” (OCTS) highly unattractive 

to a majority of Taiwanese.  

 

In response to Beijing’s more assertive and provocative posture on Taiwan, and in 

competition with China on economic and military issues, the U.S. government has also 

changed course under the Trump administration.  Together with an increasingly unified 

Congress, the Trump Administration has focused on balancing, or even restricting, the rise of 

China’s comprehensive national power.  Under Trump, the U.S. has also adopted several 

pieces of legislation to strengthen Taiwan’s position.  Among these, the U.S. has approved 

three arms sales packages with advanced weapons.  

 

But perhaps more important than the policy changes in China or in the U.S. have been the 

profound changes that have occurred in Taiwan since its democratization in the late 1980s. 

Although the Kuomintang (KMT) and the Democratic Progressive Party (DPP) have 

alternated in occupying the presidency since the first free election in 1996, 2016 was the first 

time the DPP took over both the presidency and the legislature, which prompted Beijing to 

immediately cut off all official dialogue with Taipei as it does not recognize the DPP which it 

deems as promoting independence.  Taiwan has responded to the growing pressure from 

China by diversifying its economy away from China, while working more closely with the 

U.S. not only in defense but in other areas of foreign policy as well.  In addition to unveiling 

a new de facto embassy in Taipei costing $255 million, and expanding exchanges of both 

civilian and military officials, the U.S. is collaborating with Taiwan on the Global 

Cooperation and Training Framework (GCTF) and the new Indo-Pacific Democratic 

Governance Consultations that are part of its Free and Open Indo-Pacific strategy (FOIP). 
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On January 11, 2020, Taiwan will select a new president.  The nomination process created 

deep divisions within both major parties and intense debate over Taiwan’s policy toward the 

U.S. and China.  The two leading candidates, current President Tsai Ing-wen of the DPP and 

Kaohsiung Mayor Han Kuo-yu of the KMT, represent two starkly contrasting foreign policy 

positions.  In addition, an independent candidate will likely emerge who will propose a more 

neutral position between the U.S. and China.  Beijing is set to exert more pressure on 

Taiwanese to vote for the KMT while the U.S. seems to be supporting the DPP.  If Tsai Ing-

wen wins a second term, Beijing is likely to intensify its hardline strategy, however 

ineffective it has been so far, and the U.S. will have to respond to such a situation.  This will 

further intensify the competition between the superpowers and increase the centrality of 

Taiwan in their rivalry.  

 

This article will analyze the objectives and strategies of the two governments with regard to 

Taiwan and analyze their appeal to Taiwan’s political parties and leaders, the Taiwanese 

business community, the military, and other interest groups.  It will identify three long-term 

options facing Taiwan and assess their costs and benefits.  Finally, the implications of the 

analysis for Taiwan and for the region will be summarized.  

 

U.S. AND CHINESE AIMS IN TAIWAN  

 

Changing American Strategy Within Consistent Historical Objectives  

 

In most ways, official U.S. objectives have remained the same since normalization: to assure 

a future for Taiwan that is peaceful and acceptable to both sides of the Taiwan Strait, without 

expressing a preference for the final outcome.  But the strategies for advancing those 

objectives are changing, largely in response to China’s growing power and assertiveness.1  

Taiwan is drawing closer to the U.S., and the U.S. is upgrading its relationship with Taiwan.  

While so far U.S. policy has arguably remained within the framework of America’s one-

China policy, some in the U.S. and in Taiwan are concerned that these changes will threaten 

stability in the Taiwan Strait and in the broader Asia Pacific region, while others argue that 

the “one China” policy is obsolete and needs careful review.2  

 

As part of its closer security relationship with Taiwan, the U.S. and its allies are conducting 

record number of freedom of navigation operations in both the Taiwan Strait and the South 

China Sea to counter Chinese encroachment and to balance against increasing Chinese 

threats.3  There have always been voices in the U.S. who say that helping to defend Taiwan is 

becoming too costly and risky, and more recently, some argue that upgrading America’s 

                                                 
1 Harry Harding, “Change and Continuity in American Policy Toward Taiwan,” in Taiwan's Economic and 

Diplomatic Challenges and Opportunities, ed. Dafydd Fell (London: Routledge, forthcoming). 
2 See, for example, Shelley Rigger, “Taiwan on (the) Edge,” Foreign Policy Research Institute, May 17, 2019, 

https://www.fpri.org/article/2019/05/taiwan-on-the-edge/ and Richard Hass, “Asia’s Scary Movie,” Council on 

Foreign Relations, July 17, 2019,  https://www.cfr.org/article/asias-scary-movie. 
3 Karen Leigh and Dandan Li, “Taiwan Sees Most U.S. Navy Sail-bys Since Trump Took Office,” Bloomberg, 

July 25, 2019, https://www.bloomberg.com/news/articles/2019-07-25/u-s-warship-sails-through-taiwan-strait-

ahead-of-trade-talks. 

 

https://www.fpri.org/article/2019/05/taiwan-on-the-edge/
https://www.fpri.org/article/2019/05/taiwan-on-the-edge/
https://www.cfr.org/article/asias-scary-movie
https://www.cfr.org/article/asias-scary-movie
https://www.bloomberg.com/news/articles/2019-07-25/u-s-warship-sails-through-taiwan-strait-ahead-of-trade-talks
https://www.bloomberg.com/news/articles/2019-07-25/u-s-warship-sails-through-taiwan-strait-ahead-of-trade-talks
https://www.bloomberg.com/news/articles/2019-07-25/u-s-warship-sails-through-taiwan-strait-ahead-of-trade-talks
https://www.bloomberg.com/news/articles/2019-07-25/u-s-warship-sails-through-taiwan-strait-ahead-of-trade-talks
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defense relations with Taiwan is impeding a resolution of the trade dispute with China.4  Yet 

there is bipartisan Congressional support to sell more advanced weapons, including F-16 

fighter jets for the first time since 1992.5  American arms sales to Taiwan are increasing, as 

reflected in the approval of a $2.2 billion sale of Abrams main battle tanks and Stinger 

missiles to Taiwan in July 2019 which is pending Congressional approval.6  This is in 

addition to earlier sales of advanced missiles and torpedoes in 2017 and 2018.  The total 

amount approved by the Trump Administration has now exceeded $4 billion.  There is also 

more engagement between defense officials from the two sides, presumably to discuss the 

further upgrading of Taiwan’s defense capabilities and the coordination of American and 

Taiwanese strategy in the event of a Chinese attack.  These developments have been 

accompanied by the passage of the Taiwan Travel Act in 2018 urging more high-level 

exchanges, the Defense Authorization Act, and the Asia Reassurance Initiative Act, as well as 

the proposed Taiwan Assurance Act in 2019, which recommits the U.S. to the defense of 

Taiwan.  With Trump’s approval, President Tsai Ing-wen visited the U.S. in July 2019 with 

stops in New York and Denver and meeting with the representatives of Taiwan’s diplomatic 

allies in the U.N.  This is perhaps the warmest welcome given to any Taiwanese leader since 

democratization.7  As in the past, the U.S. wants to discourage the election of Taiwanese 

leaders who might provoke conflict with the mainland by moving toward formal 

independence, but increasingly the U.S. is also concerned about leaders who might be too 

accommodating to China. 

 

The U.S. is also helping Taiwan create a more innovative and dynamic economy by working 

more closely with civil society organizations to promote innovation and entrepreneurship.  

Moreover, under the GCTF created during the Obama Administration, it is also assisting 

Taiwan share its development experience with other countries in Southeast Asia through 

programs on governance, civil society, women’s empowerment, and development assistance 

with an increased focus on the pros and cons of talent migration.8  The joint efforts to 

promote entrepreneurship are particularly important to reversing Taiwan’s brain drain, 

particularly to China.  Through the FOIP and GCTF, the U.S. is trying to reduce Taiwan’s 

international marginalization and enhance its relations with the region by leveraging 

Taiwan’s position as an advanced economy with an open market and democratic system. 

                                                 
4 Ted Galen Carpenter, “Taiwan’s Growing Political Turbulence Creates a Problem for Washington,” Cato 

Institute, May 15, 2019, https://www.cato.org/publications/commentary/taiwans-growing-political-turbulence-

creates-problem-washington and Vivian Salama, “Trump Administration Is Split Over Arms Sale to Taiwan,” 

Wall Street Journal, June 17, 2019, https://www.wsj.com/articles/trump-administration-is-split-over-arms-sale-

to-taiwan-11560805016. 
5 Bradley Bowman and Mikhael Smits, “Trade Deal with China or Not, the US Must Bolster Taiwan’s 

Defense,” Defense News, June 26, 2019, https://www.defensenews.com/opinion/commentary/2019/06/26/trade-

deal-with-china-or-not-the-us-must-bolster-taiwans-defense/; Susan V. Lawrence and Wayne M. Morrison, 

“Taiwan: Issues for Congress,” Congressional Research Service Report, October 30, 2017, 

https://fas.org/sgp/crs/row/R44996.pdf. 
6 Taiwan had requested 66 F-16V fighter jets which could reach mainland China, in addition to defensive 

weapons. See Chris Horton, “Taiwan Set to Receive $2 billion in U.S. Arms, Drawing Ire from China,” New 

York Times, July 9, 2019, https://www.nytimes.com/2019/07/09/world/asia/taiwan-arms-sales.html. 
7 Ralph Jennings, “Will US First Class Treatment of Visiting Taiwan President Rattle China?” VOA News, July 

17, 2019, https://www.voanews.com/usa/will-us-first-class-treatment-visiting-taiwan-president-rattle-china. 
8 For general information about Global Cooperation and Training Framework, see from the website of American 

Institute in Taiwan, https://www.ait.org.tw/tag/gctf/. 

 

https://www.cato.org/publications/commentary/taiwans-growing-political-turbulence-creates-problem-washington
https://www.cato.org/publications/commentary/taiwans-growing-political-turbulence-creates-problem-washington
https://www.wsj.com/articles/trump-administration-is-split-over-arms-sale-to-taiwan-11560805016
https://www.wsj.com/articles/trump-administration-is-split-over-arms-sale-to-taiwan-11560805016
https://www.defensenews.com/opinion/commentary/2019/06/26/trade-deal-with-china-or-not-the-us-must-bolster-taiwans-defense/
https://www.defensenews.com/opinion/commentary/2019/06/26/trade-deal-with-china-or-not-the-us-must-bolster-taiwans-defense/
https://fas.org/sgp/crs/row/R44996.pdf
https://www.nytimes.com/2019/07/09/world/asia/taiwan-arms-sales.html
https://www.voanews.com/usa/will-us-first-class-treatment-visiting-taiwan-president-rattle-china
https://www.voanews.com/usa/will-us-first-class-treatment-visiting-taiwan-president-rattle-china
https://www.ait.org.tw/tag/gctf/
https://www.ait.org.tw/tag/gctf/


 

 

 

 

 

 

4 

 

The weakest link in the U.S.-Taiwan relationship is trade and investment.  Taiwan has 

become an unintended victim of changing American trade policy under the Trump 

Administration.  First, the U.S. withdrew from the Trans Pacific Partnership (TPP), which 

Taiwan was hoping to join in the future.9  Then, the U.S. trade war with China hurt both 

Taiwanese companies in steel and aluminum and Taiwanese companies manufacturing in 

China and exporting to the United States, all of which are subject to the global tariffs.  There 

are signs that some Taiwanese businesses are leaving China and re-investing in Taiwan, but 

the numbers so far are small.10  There has been no conclusion to the continuing negotiations 

on a Trade and Investment Framework Agreement or a bilateral trade agreement, given that 

the American demands are difficult for Taiwan to meet.  One of the key objectives for the 

U.S. in its rivalry with Beijing may be to maintain its technological superiority over China, 

and Taiwan plays a particularly important role in that regard.  Although China has caught up 

technologically in many ways, leading companies such as Huawei still cannot make the most 

advanced chips.11  The U.S. is pressuring Taiwan not to be a conduit of advanced technology 

to China and is promoting cooperation between American and Taiwanese technology 

companies, especially in semiconductors, to fend off technology theft by China.12  

 

Xi Jinping’s Accelerating Progress Toward Chinese Objective of Reunification  

 

Similar to the U.S., Beijing’s policy toward Taiwan remains within the strategy set by Deng 

Xiaoping, with unification and preserving China’s sovereignty and territorial integrity 

identified as integral parts of the “Chinese Dream.”13  But Chinese objectives regarding 

Taiwan are being stated more explicitly and pursued more aggressively than ever.14  Like 

other Chinese leaders, Xi Jinping continues to stress that Taiwan is one of China’s core 

interests but adds that Taiwan has now become the center of Sino-U.S. rivalry.15  On January 

1, 2019, Xi explicitly demanded Taiwan agree to eventual unification on the basis of a “one 

country, two systems” framework similar to that governing Hong Kong, although with some 

                                                 
9 Richard C. Bush, “Taiwan and the Trans-Pacific Partnership: The Political Dimension,” Brookings Institution, 

February 11, 2014, https://www.brookings.edu/research/taiwan-and-the-trans-pacific-partnership-the-political-

dimension/. 
10 Nicole Alpert, “Coming Home, Taiwan Investment Bucking the Trend,” Asianomics Macro, Altheia Capital, 

June 12, 2019. And see relevant statistics from Office of Trade Negotiations, Executive Yuan, R.O.C. (Taiwan), 

at https://www.ey.gov.tw/otn/52AE1A9E6029676F. 
11 James A. Lewis, “Learning the Superior Techniques of the Barbarians: China’s Pursuit of Semiconductor 

Independence,” CSIS, January 2019,  

https://csis-prod.s3.amazonaws.com/s3fs-public/publication/190115_Lewis_Semiconductor_v6.pdf 
12 Aruna Viswanatha,,Kate O’Keeffe and Dustin Volz, “U.S. Accuses Chinese Firm, Partner of Stealing Trade 

Secrets from Micron,” November 1, 2018, https://www.wsj.com/articles/u-s-accuses-two-firms-of-stealing-

trade-secrets-from-micron-technology-1541093537 and Heather Timmons, “The US’s Newest Partner in 

Fighting Chinese Intellectual Property Theft is Taiwan,” Quartz, November 2, 2018, 

https://qz.com/1447913/the-us-is-partnering-with-taiwan-to-fight-chinas-intellectual-property-theft/. 
13 “Speech Delivered by Xi Jinping at the First Session of the 13th NPC,” China Daily, March 21, 

2018, https://www.chinadailyhk.com/articles/184/187/127/1521628772832.html. 
14 Syaru Shirley Lin, “Xi Jinping’s Taiwan Policy and its Impact on Cross-Strait Relations,” China Leadership 

Monitor, June 1, 2019, https://www.prcleader.org/lin. 
15 Michael Chase, “A Rising China’s Challenge to Taiwan,” Strategic Asia, January 2019, pp. 113-119. 

 

https://www.brookings.edu/research/taiwan-and-the-trans-pacific-partnership-the-political-dimension/
https://www.brookings.edu/research/taiwan-and-the-trans-pacific-partnership-the-political-dimension/
https://www.ey.gov.tw/otn/52AE1A9E6029676F
https://csis-prod.s3.amazonaws.com/s3fs-public/publication/190115_Lewis_Semiconductor_v6.pdf
https://www.wsj.com/articles/u-s-accuses-two-firms-of-stealing-trade-secrets-from-micron-technology-1541093537
https://www.wsj.com/articles/u-s-accuses-two-firms-of-stealing-trade-secrets-from-micron-technology-1541093537
https://qz.com/1447913/the-us-is-partnering-with-taiwan-to-fight-chinas-intellectual-property-theft/
https://www.chinadailyhk.com/articles/184/187/127/1521628772832.html
https://www.chinadailyhk.com/articles/184/187/127/1521628772832.html
https://www.prcleader.org/lin
https://www.prcleader.org/lin
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unspecified variations now termed the “Taiwan Model.”16  While implicit in Beijing’s 

previous interpretation of the ’92 consensus, this position is now being stated more 

unequivocally and with a new time frame during Xi’s leadership.17  

 

Militarily, Beijing has not only repeated that it will not renounce the use of force against 

Taiwan to achieve unification, but also projected naval and air power in and around the 

Taiwan Strait.  In the People’s Liberation Army (PLA) White Paper released in July 2019, 

secessionist movements starting with Taiwan but also including Xinjiang and Tibet are listed 

as China’s leading security threats, and reunification with Taiwan is identified as one of the 

nation’s primary goals: 

 

To solve the Taiwan question and achieve complete reunification of the country is in 

the fundamental interests of the Chinese nation and essential to realizing national 

rejuvenation. China adheres to the principles of “peaceful reunification”, and “one 

country, two systems”, promotes development of cross-Strait relations, and advances 

peaceful reunification of the country.  Meanwhile, China resolutely opposes any 

attempts or actions to split the country and any foreign interference to this end. China 

must be and will be reunited… We make no promise to renounce the use of force, and 

reserve the option of taking all necessary measures… The PLA will resolutely defeat 

anyone attempting to separate Taiwan from China and safeguard national unity at all 

costs.18   

 

Drills in the air and at sea in the vicinity of Taiwan have become common, involving fighters, 

bombers and reconnaissance planes to threaten Taiwan.  This is especially the case after each 

round of arms sales; most recently, drills off the coast of Taiwan followed the July 2019 

announcement of another American arms deal.19  Internationally, long-time allies such as 

Panama and El Salvador have been persuaded to sever ties with Taiwan since Tsai Ing-wen 

became president, leaving Taiwan with only 17 “diplomatic allies.”  Taiwan’s participation in 

international organizations has been severely restricted, as part of China’s strategy to 

marginalize Taiwan internationally.   

 

On an individual level, China is punishing Taiwanese regarded as hostile, preventing them 

from visiting China, blocking their access to Hong Kong and even arresting those who 

                                                 
16 Xi Jinping, “Working Together to Realize Rejuvenation of the Chinese Nation and Advance China’s Peaceful 

Reunification: Speech at the Meeting Marking the 40th Anniversary of the Issuance of the Message to 

Compatriots in Taiwan,” Taiwan Affairs Office of the State Council, the People’s Republic of China, January 2, 

2019, http://www.gwytb.gov.cn/wyly/201904/t20190412_12155687.htm. 
17 For Chinese articles on Xi’s Taiwan policy, see for example, Zhou Zhihuai, “Xi Jinping de guojia tongyiguan 

yu duitai gongzuo lunshu de hexin lilun chuangjian” (Xi Jinping’s View on Reunification and His Insightful 

Theorization of Taiwan-Related Initiatives), Cross-Taiwan Strait Studies, 2019, No. 2, pp. 1-7. 
18 See the PLA’s 2019 White Paper, “China's National Defense in the New Era,” the State Council Information 

Office of the People's Republic of China, July 24, 2019,  http://www.xinhuanet.com/english/2019-

07/24/c_138253389.htm. 
19 Laura Zhou, “Chinese Military Starts Taiwan Strait Drills Amid Rising Tension with US over Island,” South 

China Moring Post, 29 July 2019, https://www.scmp.com/news/china/military/article/3020544/chinese-military-

starts-taiwan-strait-drills-amid-rising. 

 

http://www.gwytb.gov.cn/wyly/201904/t20190412_12155687.htm
http://www.xinhuanet.com/english/2019-07/24/c_138253389.htm
http://www.xinhuanet.com/english/2019-07/24/c_138253389.htm
https://www.scmp.com/news/china/military/article/3020544/chinese-military-starts-taiwan-strait-drills-amid-rising
https://www.scmp.com/news/china/military/article/3020544/chinese-military-starts-taiwan-strait-drills-amid-rising
https://www.scmp.com/news/china/military/article/3020544/chinese-military-starts-taiwan-strait-drills-amid-rising
https://www.scmp.com/news/china/military/article/3020544/chinese-military-starts-taiwan-strait-drills-amid-rising
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traveled to China on various charges.20  The sticks appear to be bigger now that China has 

more power, but Xi Jinping has also tried to make the carrots sweeter.  China is now focusing 

on supporting pro-Beijing individuals, rather than political parties such as the KMT as in the 

past.  In 2017, Xi formalized the 31 preferential treatments for Taiwanese “compatriots,” 

allowing Taiwanese to work and live in China with national treatment.  These incentives are 

specifically targeted at Taiwanese who have traditionally not supported the KMT or closer 

relations with China, including farmers, including doctors, Ph.D. students and young people 

as well as small medium-sized businesses and other professionals.21  To reward cities that 

have elected pro-Beijing mayors, China is also offering to import more agricultural products 

and restore the flow of group tourists, which had been drastically curtailed after 2016.22  

Furthermore, Chinese investment in Taiwan, while largely prohibited, is increasingly taking 

place through proxy individuals and pro-Beijing offshore and onshore companies.  In 

addition to these direct economic incentives, China has enhanced its traditional united front 

strategy and expanded its influence through friendly media and civil society organizations 

and through disinformation campaigns.  Unification is on a more accelerated timeline under 

Xi, pursued by a combination of soft power, hard power, economic or sticky power and sharp 

power or political interference.23  

 

TAIWANESE ELITE INTERESTS AND THEIR CONVERGENCE WITH 

AMERICAN AND CHINESE INTERESTS  

 

As the rivalry between the U.S. and China increases, the challenges facing Taiwan to 

navigate between the two become greater.  As Taiwan’s growth slows down, China has 

become more attractive as a partner that can provide solutions to Taiwan’s economic woes, 

even though China’s own growth rates are also experiencing a gradual decline.  The U.S. is 

still viewed as an irreplaceable security ally, but some Taiwanese doubt its reliability under 

the Trump Administration and its credibility as China become more powerful militarily.  For 

any Taiwanese leader, working more closely with the U.S. militarily and politically but 

maintaining or even increasing economic and societal ties with China is a necessary 

balancing act.  It is within this context that the preferences of Taiwanese elites converge or 

diverge with the interests of the two rivals. 

 

The Double Bind of Strong Taiwanese Identity and the High Income Trap 

 

                                                 
20 Brian Hioe, “China Retaliates against Continued Advocacy for Lee Ming-Che’s Release,” New Bloom, 

February 4, 2019, https://newbloommag.net/2019/02/04/lee-ming-che-retaliate/. 
21 “Huitai 31 tiao quanmian luoshi tongdeng daiyu” (31 Preferential Measures: Full Implementation of Equal 

Treatment), China Times, May 2, 2019, https://www.chinatimes.com/newspapers/20190502000129-

260301?chdtv. 
22 “8000 Xiamen youke jiang fenpi lai Gaoxiong lvyou” (8000 Tourists from Xiamen Will Visit Kaohsiung in 

Batches), United Daily News, March 28, 2019, https://udn.com/news/story/11311/3723186. 
23 For sharp power, see J. Michael Cole, “Will China's Disinformation War Destabilize Taiwan?” National 

Interest, July 30, 2017, https://nationalinterest.org/feature/will-chinas-disinformation-war-destabilize-taiwan-

21708?page=0%2C1 and Sonny Shiu-Hing Lo, “Chapter Ten: Co-opting Individuals with External Implications 

– Business Elites, Democrats, Civil Servants, Educators and Taiwanese,” in China’s New United Front Work in 

Hong Kong: Penetrative Politics and Its Implications, eds. Sonny Shiu-Hing Lo, Steven Chung-Fun Hung and 

Jeff Hai-Chi Loo (London: Palgrave Macmillan, 2019). 

 

https://newbloommag.net/2019/02/04/lee-ming-che-retaliate/
https://www.chinatimes.com/newspapers/20190502000129-260301?chdtv
https://www.chinatimes.com/newspapers/20190502000129-260301?chdtv
https://udn.com/news/story/11311/3723186
https://nationalinterest.org/feature/will-chinas-disinformation-war-destabilize-taiwan-21708?page=0%2C1
https://nationalinterest.org/feature/will-chinas-disinformation-war-destabilize-taiwan-21708?page=0%2C1
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Taiwanese today are caught in a double bind produced by two opposing trends.  The first is 

the consolidation of Taiwanese identity, away from the Chinese identity that the Nationalist 

government tried to impose on Taiwan and that Beijing wishes to promote.  Although it was 

taboo to question the Chinese identity under the previous dictatorship, soon after the lifting of 

martial law in 1987, Taiwanese became able to explore what it meant to be Taiwanese and 

began to develop a distinctive political culture of their own.  Ironically, Beijing’s attempts to 

use their own definition of a Chinese identity to replace the one promoted by the Nationalists 

accelerated Taiwan’s search for their own identity.  What emerged was a sense of civic 

nationalism rooted in democratic values that has become very difficult to reverse, despite 

Beijing’s painstaking efforts.24  

 

Surveys and polls that began three decades ago demonstrate this trend of a consolidating 

Taiwanese identity.25  That identity can be measured in two ways: self-identification in terms 

of being a Taiwanese or a Chinese or both, and a preference for independence, the status quo 

or unification.  Self-identification is usually gauged through a three-way question: are you 

Chinese, Taiwanese or both?  In 1989, over half of the people called themselves exclusively 

“Chinese.”  That figure has fallen to around 4% for over a decade, replaced by identities with 

a Taiwanese component.  In terms of preference for Taiwan’s political future, respondents 

can select from a range of options on the independence-unification spectrum.  Support for the 

most extreme option of immediate unification has never been more than low single digits 

because under the KMT, Taiwanese were fiercely anti-Communist, and unification 

realistically meant absorption into the People’s Republic of China.  And for more than a 

decade now, more than 85% of Taiwanese have supported some form of autonomy, either the 

status quo or full independence.  In elections, Taiwanese have rejected leaders whose cross-

Strait economic policies they perceived as allowing the mainland to threaten or undermine 

Taiwan’s identity and values.  While older generations remain focused on economic 

prosperity and have strong ideological views on China, whether favorable or unfavorable, 

young people prefer leaders who are firmly Taiwanese and have a strong commitment to 

progressive values, but are result-oriented in governance, and pragmatic about cross-Strait 

relations.26   

 

The second half of the double bind is the economic crisis produced by the high income trap. 

Along with political liberalization, Taiwan also attained the status of a high income economy, 

joining the ranks of Japan, South Korea, Singapore and Hong Kong as well as the advanced 

countries of Western Europe and North America.  The rise in Taiwanese living standards and 

social welfare programs were achieved after decades of double-digit growth through export 

of higher value-added products.  However, as soon as Taiwan reached high income status it 

                                                 
24 Syaru Shirley Lin, “Bridging the Chinese National Identity Gap: Alternative Identities in Hong Kong and 

Taiwan,” Joint U.S.-Korea Academic Studies 25 (2014), 

http://www.keia.org/sites/default/files/publications/syaru_shirley_lin.pdf. 
25 “Trends of Core Political Attitudes (1992/06~2019/06),” Election Study Center (ESC), National Chengchi 

University, https://esc.nccu.edu.tw/course/news.php?Sn=167.  
26 Lin Yun, “Tianrandu shidai, ruhe xiangxiang tongdu? Zenme kan Ke Wenzhe de ‘liangan yijiaqin’?” (How 

Does The ‘Naturally Pro-Independence’ Generation Imagine The Future of Unification/Independence? How Do 

They View Ko Wen-Je’s Statement that ‘Both Sides across The Strait Belong to One Family’?), Initium Media, 

January 20, 2019, https://theinitium.com/article/20190121-taiwan-kowenchih-younggeneration/. 

 

http://www.keia.org/sites/default/files/publications/syaru_shirley_lin.pdf
https://esc.nccu.edu.tw/course/news.php?Sn=167
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faced fierce competition from other lower-cost manufacturing economies, especially China, 

and its position in the global value chain declined.  It entered a trap where Taiwanese in a 

democratic society expect more entitlements and increased standards of living, but as growth 

rates decline, those expectations become more difficult to meet and painful trade-offs must be 

made.27  

 

Like other East Asian economies in the high income trap, the interrelated symptoms of 

Taiwan’s high income trap include slow growth, stagnating wages, demographic decline, 

high youth unemployment and the inequalities and risks produced by financialization.  These 

structural issues are hard to resolve.  The Ma Ying-jeou administration from 2008 to 2016 

attempted to do so by relying on China to stimulate growth and maintain cross-Strait stability.  

After several years of closer integration with China and in Ma’s last year as president, 

however, Taiwan’s GDP growth rate dropped to less than 1% and Taiwan’s trade surplus 

with China fell to a 9-year low.  As growth stagnated, average real wage levels for Taiwanese 

in 9 out of 19 sectors also became negative since 2000, especially in export-oriented 

manufacturing.28  Business and political elites benefitted from closer integration with China 

while workers suffered and inequality grew.  The public in other high-income economies 

blamed globalization for their plight, but Taiwanese identified China as the more specific 

culprit.29  And the political implications – alienation and polarization – have been wide-

reaching.  

 

Because of the double bind – the combination of a consolidating Taiwanese identity and a 

high income trap blamed on China –  in 2014, students organized massive protests known as 

the Sunflower Movement to stop the ratification of a service trade agreement that would have 

allowed Chinese to invest in Taiwan, out of fears that it would have allowed Chinese 

managers and workers to migrate to Taiwan, given China more influence over the Taiwanese 

economic and Taiwanese political life, and produced greater inequality in Taiwanese society.  

As a result of the protests, the agreement was withdrawn from consideration and has never 

been reintroduced.  In local elections that same year, the DPP won the majority of cities and 

counties.  And in 2016, the DPP won the presidential and legislative elections in a landslide, 

seizing control over both the executive and legislative branches of government for the first 

time in Taiwan’s history.  The expectation was high that the DPP would better safeguard 

Taiwan’s values, invigorate the economy and escape the high income trap.  

 

Since 2016, the DPP government under President Tsai Ing-wen has been seeking to do so by 

moving beyond the information communications technology industry that has dominated its 

export economy for decades and promoting higher value-added manufacturing.  However, 

higher costs, lack of innovation and increasing competition from emerging markets are 

creating what seem to be insurmountable obstacles to this effort.  Treated by Beijing as 

                                                 
27 Syaru Shirley Lin, “Taiwan in the High Income Trap and Its Implications for Cross-Strait Relations,” in 

Taiwan's Economic and Diplomatic Challenges and Opportunities, ed. Dafydd Fell (London: Routledge, 

forthcoming). 
28 Earnings Exploration and Information System, Directorate-General of Budget, Accounting and Statistics, 

Executive Yuan, R.O.C (Taiwan), at https://earnings.dgbas.gov.tw/.  
29 Thung-hong Lin, “Cross-Strait Trade and Class Cleavages in Taiwan,” in Taiwan and the ‘China Impact’: 

Challenges and Opportunities, ed. Gunter Schubert (London: Routledge, 2015), 174-195.  
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persona non grata, Tsai has tried to diversify Taiwan’s foreign trade and investments so as 

not to concentrate so much on a China that is both more threatening politically and militarily 

and also slowing down economically.  Tsai has adopted a New Southbound Policy to 

encourage trade and investment with ASEAN and South Asian countries, as well as a set of 

painful domestic structural reforms.30  However, Taiwanese are equally unsatisfied with the 

DPP’s leadership and in 2018, after two years in power, the DPP was defeated in a landslide 

by the KMT, which regained all the seats it had lost in the last cycle, primarily on its 

candidates’ focus on the economy and DPP’s poor record in governance.31 

 

The double bind of trying to preserve a strong Taiwanese identity against increasing Chinese 

pressure, while deciding whether to integrate more closely with the Chinese market to 

address the severe economic problems produced by the high income trap, explains the 

oscillating cycle of Taiwan’s politics in the last three decades.  Economic policy toward 

China has fluctuated between liberalization, followed by restriction, only to be reversed 

later.32  Just as policy has fluctuated, Taiwan’s political parties have traded places three 

times, from the KMT to the DPP in 2000, to the KMT in 2008, and back to the DPP in 2016.  

The 2016 presidential election followed the results of the preceding midterm election in 

2014; therefore, victory by the KMT and its relatively pro-China candidates in the local 

midterm elections of 2018 has boosted the confidence of their supporters and especially 

Beijing for the national elections in 2020.  The 2020 presidential and legislative election will 

have important implications for US-China relations, regional stability and Taiwan’s political 

future.  

 

Political Parties Caught in the Double Bind 

 

After three decades of democratization, two leading parties and several small parties allied 

with them dominate Taiwan’s politics.  The two political parties serve as interest aggregators, 

advocating distinctive policies on issues ranging from international relations and economic 

reform to social justice and environmental sustainability.  Some observers emphasize the 

fluidity of Taiwan’s political environment by noting the emergence of third-party candidates 

during every presidential election.33  Others believe that both party politics and foreign policy 

have stabilized in Taiwan, with the implication that a third party is unlikely to win any 

presidential election and a “third way” is unlikely to gain the dominant position in Taiwan’s 

foreign policy.34  The 2020 elections will test both sets of assertions. 

 

                                                 
30 Glaser, Bonnie S., Derek Mitchell, Scott Kennedy and Matthew P. Funaiole, “The New Southbound Policy: 

Deepening Taiwan’s Regional Integration,” Center for Strategic & International Studies, January 19, 2018, 

https://www.csis.org/analysis/new-southbound-policy. 
31 Richard C. Bush, “Taiwan’s Local Elections, Explained,” Brookings Institution, December 5, 2018, 

https://www.brookings.edu/blog/order-from-chaos/2018/12/05/taiwans-local-elections-explained/. 
32 Syaru Shirley Lin, Taiwan’s China Dilemma: Contested Identities and Multiple Interests in Taiwan’s Cross-

Strait Economic Policy (Stanford, CA: Stanford University Press, 2016). 
33 New parties continue to be established, for example, see Lee Hsin-fang, “New Independence Party in the 

Works,” Taipei Times, July 28, 2019, 

http://www.taipeitimes.com/News/taiwan/archives/2019/07/28/2003719487. 
34 Kharis Templeton, “The Dynamics of Taiwan’s Party Politics,” paper presented at the conference on “Review 

and Prospective: Taiwan’s Future and Past Challenges and Opportunities,” Taiwan Studies Programme, 

University of Nottingham, June 27-28, 2019. 

https://www.csis.org/analysis/new-southbound-policy
https://www.brookings.edu/blog/order-from-chaos/2018/12/05/taiwans-local-elections-explained/
http://www.taipeitimes.com/News/taiwan/archives/2019/07/28/2003719487
http://www.taipeitimes.com/News/taiwan/archives/2019/07/28/2003719487


 

 

 

 

 

 

10 

The two major political parties have historically been divided over national identity.  The 

DPP has represented the native Taiwanese, championed the emerging Taiwanese identity and 

has leaned toward independence, while the KMT had been led by mainlander elites more 

sympathetic to a Chinese identity and more supportive of unification, as well as by some 

local Taiwanese factions who benefitted from KMT rule.  Over time, however, this 

distinction began to blur as the KMT became more “native” and all presidential candidates 

embraced Taiwanese identity and promoted Taiwan’s autonomy to varying degrees. 

However, the two parties’ strategies for lifting Taiwan out of the high income trap differed 

because of their other domestic priorities.  The DPP promoted labor rights, social welfare, 

environmental sustainability and prioritized safeguarding Taiwan’s sovereignty.  To the DPP, 

therefore, distributional issues were far more important than economic growth.  In contrast, 

the KMT focused on economic growth and business dynamism.  DPP enjoyed strong grass 

roots ties, especially in southern Taiwan, whereas the KMT was elite-led but with a strong 

network of specific interest groups across the island. 

Internationally, the KMT was far more adept at dealing with both the U.S. and China.  The 

KMT had strong links to Washington dating back to World War II.  Both popularly elected 

KMT presidents – Lee Teng-hui and Ma Ying-jeou – were U.S. educated, and KMT-trained 

officials, often educated in the U.S., dominated the foreign ministry and intelligence 

bureaucracies.  Nonetheless, the KMT and the CCP shared a common vision of Chinese 

nationalism and eventual unification.  In 1992, they resumed communications on a party to 

party basis after a gap of over four decades.  The CCP continued to reach out only to KMT 

and KMT-friendly, pan-blue political parties while refusing to recognize the DPP or the pan-

green parties associated with it.  For its part, DPP was a newly formed party with some 

personal ties to Japan and the U.S. but no deep institutional ties to America.  The DPP’s first 

president Chen Shui-bian was viewed as a trouble maker by the U.S. government for pushing 

the envelope on Taiwanese sovereignty and was regarded as persona non-grata by Beijing.  In 

short, the KMT was preferred by both the U.S. and China in terms of maintaining 

predictability and stability in the Taiwan Strait until the KMT lost control of the legislature 

and presidency in 2016.  At this point Beijing realized it could not count on the KMT to 

defeat the DPP, let alone deliver unification,35 and the U.S. realized that the KMT might 

move closer to China than Washington preferred. 

Over the last thirty years, both parties necessarily recognized the importance of the U.S. as 

Taiwan’s security guarantor against the existential threat from China.  All presidential 

candidates strove to be acceptable to the U.S during the election and to retain its support 

while in office.  However, their respective strategies vis-à-vis China were quite different.  

Initially, both parties oscillated between restricting and liberalizing economic relations with 

China.  The oscillation reflected the fact that neither integrating with China nor protectionism 

against China seemed to solve any of Taiwan’s problems.  However, Beijing only recognized 

the KMT and its friends and provided a great amount of material benefits to those affiliated 

with it.  Although this resulted in a 2015 meeting between Xi and Ma in Singapore, the CCP 

was disappointed that the KMT made no progress toward unification during Ma’s two terms 

                                                 
35 Chen Hongjin, “Xi Jinping miandui de shi yige shenmeyangde Guomindang” (What Kind of Kuomintang Is 

Xi Jinping Faced With?), Initium Media, November 1, 2016, https://theinitium.com/article/20161101-taiwan-

KMT/. 

https://theinitium.com/article/20161101-taiwan-KMT/
https://theinitium.com/article/20161101-taiwan-KMT/
https://theinitium.com/article/20161101-taiwan-KMT/
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in office and then lost power in both branches of government in 2016.  The KMT’s revival in 

the 2018 local elections boosted Beijing’s confidence to continue to work with the KMT and 

to support its 2020 presidential candidate Han Kuo-yu. 

 

The Elite-led Kuomintang Turns Populist in Favor of Relying on Beijing 

 

Today’s political map is drawn quite clearly, partly due to changes in Washington and 

Beijing.  KMT president Ma Ying-jeou’s eight years of détente with Beijing was welcomed 

by the U.S. and lauded as promoting regional stability.  But Ma’s cross-Strait policies did not 

resonate with Taiwanese voters, especially youth and the working class, who believed that 

the island’s economic dependence on China exacerbated Taiwan’s inequality and diluted its 

democratic values.  After the KMT’s humiliating defeat in the 2016 presidential and 

legislative elections, a new group of non-traditional populist leaders replaced the mainstream 

old guards who had been familiar to both the U.S. and China.  The most prominent of these 

was the KMT’s 2020 presidential candidate Han Kuo-yu, a highly charismatic outsider and 

second-generation mainlander, who won the mayorship of Kaohsiung in 2018 which had 

previously always been a DPP stronghold.  Han’s campaign rallies harked back to the past, 

with old Nationalist leaders branding flags and slogans supporting the “Republic of China” 

and singing party songs popular under the dictatorship.  Without any formal American 

education, Han is openly supportive of the “developmental state model,” often citing Lee 

Kuan-Yew, Deng Xiao-ping and Chiang Ching-kuo as his heroes, appealing to a nostalgic 

authoritarian past where stability and growth were the primary goals with a strong sense of 

Chinese identity.36  Besides deep blue mainlanders and local southern Taiwanese factions 

with connections to Han and his wife, Han’s political base consists primarily of older pan-

blue sympathizers, as well as disgruntled civil servants, military and teachers and rural 

communities hurt by Tsai’s economic reforms whose primary goal is therefore to defeat her.37  

Han does not support a progressive social agenda such as same-sex marriage and is often 

slow to criticize Beijing unless it is absolutely demanded by Taiwanese, such as several days 

after Hong Kong’s mass protests.38  

 

Han’s main appeal is on economic issues, and he presents deeper integration with China as 

the key to continued economic growth.  He proposed creating a free economic zone in 

Kaohsiung to attract more Chinese inbound investments and, as soon as he was elected 

mayor, Han visited Hong Kong, Macao, Shenzhen, and Xiamen in March 2019 and met with 

the directors of Beijing’s liaison office in the two special administrative regions.39  Although 

Han has agreed to the ’92 Consensus, he seems to have done so in order to gain benefits from 

                                                 
36 Han Kuo-yu, “Wei Zhonghua Minguo buxi fenshen suigu” (Smashed into Pieces without Regret for the 

Republic Of China), China Times, June 1, 2019, https://www.chinatimes.com/realtimenews/20190601002380-

260407?chdtv. 
37 Yi-chih Wang, “Who Are Han Kuo-yu’s Hardcore Fans?” Common Wealth, July 17, 2019, 

https://english.cw.com.tw/article/article.action?id=2483. 
38 “'One Country, Two Systems' in Taiwan 'Over My Dead Body:' Han Kuo-Yu,” Taiwan News, June 16, 2019, 

https://www.taiwannews.com.tw/en/news/3725072. 
39 On suspicion surrounding Han’s visit to China, see, Chen Mao-hsiung, “Han Kuo-Yu Giving the DPP Much-

Needed Help,” Taipei Times, April 12, 2019, 

http://www.taipeitimes.com/News/editorials/archives/2019/04/12/2003713244. 
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Beijing rather than to express support for unification.  Indeed, Han and other pan-blue leaders 

all eventually explicitly rejected unification under Beijing’s OCTS formula.  Han is yet to 

articulate a comprehensive coherent cross-Strait policy except to claim that his candidacy 

represents the choice between peace and crisis in the Taiwan Strait and that China is the 

solution to Taiwan’s economic woes.40  When campaigning in Kaohsiung’s local election, 

Han was not challenged often on his cross-Strait policy but there will be increasing scrutiny 

in the presidential election campaign.  So the double bind – the choice between promoting the 

economy and preserving Taiwan’s autonomy and identity – remains severe and is reflected in 

Han’s evolving political orientation.  

 

The KMT business and political elites are concerned that Han is inexperienced and is not one 

of them.  But unified by a desire to defeat the DPP and eager for more economic benefits, 

they welcome his more accommodative approach to Beijing, especially because many of 

them have close personal and business ties to China.  Han is supported by pro-Beijing media 

such as Want Want China Times, and there are allegations that the CPP is investing heavily in 

his campaign.41  Without any connection to the U.S., Han is putting all his eggs in the 

Chinese basket and therefore runs the risk of appearing to be in Beijing’s pocket. 

 

For the broader business community, the KMT, whether led by elites like Ma Ying-jeou or 

openly pro-China populists like Han Kuo-yu, provides greater certainty their business will 

not be disrupted by tighter regulation for domestic political reasons.  Domestically-focused 

local business would like to keep Chinese investments and goods away, but even they 

welcome more Chinese tourists, students and inbound visitors in general.42  Taiwanese 

business in China (Taishang) continue to rely on low-end manufacturing in China and 

abroad, including even lower-cost manufacturing bases in South and Southeast Asia, often 

with Chinese partners.  Most of their business depends on exporting to the U.S. and Europe 

from their Chinese plants, although in light of the U.S.-China trade war, they are re-focusing 

on Chinese domestic consumer and corporate markets.  Companies with a presence in China 

are under pressure from Beijing to describe Taiwan on their websites and printed materials as 

part of China rather than as a separate country.43  Technology companies, especially 

semiconductor leaders TSMC and UMC, are manufacturing in Taiwan and China for 

American, European and Chinese clients such as Huawei which still cannot make their 

advanced chips.  However, conflicts of interests among these customers and evidence of IPR 

                                                 
40 Shi Jintao, “KMT Presidential Candidate Han Kuo-Yu Says 2020 Election will be Life-Or-Death Battle for 

Taiwan,” South China Morning Post, July 28, 2019, 

https://www.scmp.com/news/china/politics/article/3020407/kmt-presidential-candidate-han-kuo-yu-says-2020-

election-will. 
41 Kathrin Hille, “China Is Influencing Taiwan’s Elections — through TV,” OZY.com, July 26, 2019, 

https://www.ozy.com/fast-forward/china-is-influencing-taiwans-elections-through-tv/95666 and Paul Huang, 

“Chinese Cyber-Operatives Boosted Taiwan’s Insurgent Candidate,” Foreign Policy, June 26, 2019, 

https://foreignpolicy.com/2019/06/26/chinese-cyber-operatives-boosted-taiwans-insurgent-candidate/.  
42 Mark O'Neill, “Taiwan Tourist Industry Waits for More Mainlanders,” ejinsight, February 8, 2019, 

http://www.ejinsight.com/20190208-taiwan-tourist-industry-waits-for-more-mainlanders/. 
43 “Three Biggest US Airlines Bow to China Taiwan Demand as Deadline Passes,” BBC, July 25, 2018,  

https://www.bbc.com/news/world-asia-china-44948599 and “China Fines Retailer Muji for Listing Taiwan as a 

Country,” BBC, May 24, 2016, https://www.bbc.com/news/world-asia-china-44234270. 
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theft have made producing for both groups of customers increasing difficult.44  A China-

friendly Taiwan government can only help these businesses. 

 

The Grass Root Democratic Progressive Party Turns Technocratic and Focuses on U.S.  

 

The double bind also puts DPP in a difficult position.  The DPP had traditionally appealed to 

native Taiwanese, many of whom are sympathetic to Taiwan independence, and to working-

class families who were the “losers” in globalization.  Many of the DPP leaders began as 

activists under KMT’s authoritarian rule and cared deeply about transitional justice, 

progressive social values and environmental sustainability.  But the party’s base includes 

those who supported independence for many decades and therefore oppose dealing with 

China in any form.  As a result, and due to pressure from China, the Taiwanese business 

community by and large is distant from the DPP.  In the past, there were some businesses 

such as Chi-Mei which were sympathetic to the DPP, but today, few companies accept the 

risk of angering China whether or not they are involved in the Chinese market.  Even small 

and medium-size businesses that do not operate in China might also welcome more Chinese 

capital to boost their prospects.  Recent success in persuading Taishang to re-invest in 

Taiwan seem to be largely unintended consequences of the Sino-U.S. trade war, although 

facilitated somewhat by DPP’s financing incentives for returning businesses.  

Educated at the London School of Economics and Cornell, Tsai Ing-wen is a moderate who 

has demonstrated restraint and toes the official “one China” line while not agreeing to the ‘92 

consensus.  Acknowledging that she would follow the Constitution of the Republic of China 

and respect the results of the historic meetings between the two sides of the Taiwan Strait, 

President Tsai has disappointed the deep green who see an opportunity to work with the U.S. 

and move toward independence.  Furthermore, although Tsai openly advocates diversification 

under the New Southbound Policy, Taiwan’s export and trade surplus with China has actually 

reached an all-time high in 2018, and investments into China have steadily increased.45 

Compared with the provocative Chen Shui-bian, Tsai is a voice of continuity and reason.  

 

Tsai spent her first two years in office focusing on long-needed domestic reforms.  However, 

she had to resign from the chairmanship of the DPP after the party lost the 2018 local 

elections because her reforms, particularly labor reform and pension reform, were poorly 

designed and executed.  Another problem for Tsai concerned her energy policies.  The DPP 

had campaigned for years to create a “nuclear-free homeland.”  But as soon as the plants 

were decommissioned, air pollution from the increased use of fossil fuel rose to a dangerous 

level, leading to mounting criticism, especially given that environmental sustainability has 

been one of DPP’s key priorities to distinguish it from the KMT.  The DPP’s pledge to phase 

out nuclear power raises several issues which cannot be easily reconciled.  Taiwan is a net 

energy importer and energy security is particularly important.  Even though Taiwan has the 

potential to develop wind and solar energy, complete reliance on renewable energy is not 

realistic in the short term.  Conversely, producing energy through the use of fossil fuels has 

                                                 
44 Matthew Fulco, “Semiconductor Firms Strive to Contain Trade-Secret Theft,” Taiwan Business TOPICS, 

September 19, 2018,  https://topics.amcham.com.tw/2018/09/semiconductor-firms-strive-to-contain-trade-

secret-theft/.  
45 Monthly Statistics Bulletin (various issues), Mainland Affairs Council, R.O.C. (Taiwan) 
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several negative side effects of including air pollution and carbon emissions that are 

unacceptable to residents and many experts.  Moreover, government budgets are highly 

constrained, which will only obstruct other solutions to the problem.46  The DPP’s 

inexperience and inability to deal with the design and implementation of its economic 

policies were critical factors in its 2018 electoral defeat.  

 

Tsai also has tried to walk a tight rope between the U.S. and China, maintaining relations 

with both sides.  However, Beijing failed to offer any olive branch to Tsai, but instead 

intensified its hardline tactics against her, leaving her with little room to maneuver.  

Ironically, Xi Jinping’s pronouncement in January 2019, that reasserted China’s the right to 

use force to compel unification and equated the ’92 consensus with acceptance of unification 

under the OCTS, revived Tsai’s popularity.  Her support was further enhanced by the passage 

of same-sex marriage in May of 2019, an important goal for many young people, and by the 

mass protests in Hong Kong starting in June of 2019 over a controversial extradition law, 

involving a record two million people.47  The protests only reinforced the view that OCTS 

has been a failure in Hong Kong and should therefore be unacceptable to Taiwan.48  The 

proposed extradition bill would have facilitated the return of people charged with crimes 

from Hong Kong to China to be tried in Chinese legal system, and was seen as threatening 

the city’s autonomy, as well as its freedoms of speech, press, and assembly.  Compared to the 

2014 Umbrella Movement, in which students and scholars demanded faster progress toward 

universal suffrage, the 2019 protest united a broader range of groups in Hong Kong, 

including students and their parents, young professionals, journalists, and the business 

community especially multinational corporat.49  The suppression of the protests by the Hong 

Kong police also produced widespread outrage among Taiwanese, further boosting Tsai’s 

popularity and making the acceptance of OCTS even less likely.  Solving Taiwan’s high 

income trap through diversification of Taiwan’s economy suddenly became more appealing, 

especially in light of the U.S.-China trade war that made China less attractive.  

 

In July 2019, President Tsai visited New York and Denver, ostensibly in transit on official 

visits to Taiwan’s diplomatic allies in the Caribbean.  She made several public speeches in 

the U.S., clearly distinguishing herself from Han who had visited the U.S. earlier but without 

high-profile appearances.  Because of what is seen as her responsible approach to cross-Strait 

relations, Tsai is widely viewed as the Taiwanese president with the highest level of 

American support since democratization.  

                                                 
46 Nicolas Freschi, “Taiwan’s Nuclear Dilemma,” The Diplomat, March 14, 2018, 

https://thediplomat.com/2018/03/taiwans-nuclear-dilemma/. 
47 Hilton Yip, “Xi Jinping Is Tsai Ing-wen’s Best Poster Boy,” Foreign Policy, July 10, 2019, 

 https://foreignpolicy.com/2019/07/10/xi-jinping-is-tsai-ing-wens-best-poster-boy/.  
48 Minnie Chan, Kristin Huang and Matt Ho, “How the Storm over Hong Kong’s Extradition Bill Battered 

Beijing’s ‘One Country, Two Systems’ Ambitions for Taiwan,” South China Morning Post, June 22, 2019, 

https://www.scmp.com/news/china/politics/article/3015578/how-storm-over-hong-kongs-extradition-bill-

battered-beijings. 
49 Chad Bray and Ryan Swift, “Hong Kong’s Controversial Extradition Bill Could Damage City’s Economy, 

Relationship with the US, Say Economists,” South China Morning Post, June 14, 2019, 

https://www.scmp.com/business/companies/article/3014478/hong-kongs-controversial-extradition-bill-will-

damage-citys; Youyou Zhou, “From Students to Horse-Racers, Hong Kong United against Extradition,” Quartz, 

June 17, 2019, https://qz.com/1645346/how-hong-kong-united-against-the-extradition-law/. 
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During Tsai’s administration, Taiwan’s military has accelerated its transformation to defend 

against and deter Beijing’s rapid military buildup.  Traditionally a KMT stronghold, the 

military has made clear that it is faithful to the Constitution of the Republic of China and is 

not politically partisan.  However, Taiwan’s military is most interested in increasing its 

budget and broadening its alliance with the U.S. and its allies.  Tsai’s pension reforms have 

hurt veterans, but her closer alliance with the U.S. and proposed rising budget are 

welcomed.50  Taiwan’s former Chief of the General Staff Admiral Lee Hsi-ming emphasized 

the need to develop innovative asymmetric innovative capabilities, improve mobility and 

survivability, and identify and maximize Taiwan’s defensive advantages to deter a Chinese 

attack.51  The KMT has an uneven record with regards to allocating funds for the defense of 

Taiwan.  Under the first DPP president, Chen Shui-bian, KMT legislators obstructed approval 

of arms purchases from the U.S., saying they “opposed wasteful arms procurement” 

especially because Chen was provoking Beijing.52  After the KMT returned to power between 

in 2008, President Ma proposed to buy less controversial weapons in order to avoid irking 

Beijing.  During the 2019 KMT primary, one candidate argued that his pro-China policy 

would reduce conflict in the Strait, and Taiwan should stop purchasing arms from the U.S.53  

 

Most Voters Especially Young People Caught Between a Rock and Hard Place  

 

Opinion surveys show that most Taiwanese support the status quo and prioritize safeguarding 

Taiwan’s freedom and democracy without necessarily supporting either unification or formal 

independence.  But for the older generations and those sympathetic to unification or 

independence, the two parties now offer completely different options with little overlap.  

 

The KMT and its candidate Han Kuo-yu recognize the ‘92 consensus and want to work more 

closely with Beijing for the economic benefits it can provide.  Han reflects the views of those 

who think accommodating Beijing is necessary to maintain peace in the Taiwan Strait or 

believe that some form of unification is inevitable, even if they do not support the Chinese 

system of governance or OCTS.  Furthermore, China seems to provide the best solution for 

individuals, entrepreneurs, companies and young people who need larger markets or more 

jobs.  Even institutions of higher education need Chinese students to meet their enrollment 

goals in the face of shrinking budget and a declining birth rate because there are too many 

universities in Taiwan producing too many graduates for the Taiwanese market.  Even as it 

                                                 
50 “Junfang guanyuan: zhengqu tiaozeng guofang yusuan, dan nan yibu daowei” (Military Official: Strive For 

Increase in Defense Budget, but Hard to Get a One-Stop Shop), Liberty Times, October 14, 2017, 

https://news.ltn.com.tw/news/focus/paper/1143250 and “Taiwan: Incremental Rises in Defense Spending,” Asia 

Times, April 16, 2019, https://www.asiatimes.com/2019/04/article/taiwan-incremental-rises-in-defense-

spending/. 
51 “Guarding the Borders, Defending the Land: The ROC Armed Forces in View,” National Defense Report, 

Ministry of National Defense, R.O.C., 2017, 

https://www.mnd.gov.tw///PublishForReport.aspx?a=1&title=%E8%BB%8D%E4%BA%8B%E5%88%8A%E7

%89%A9&SelectStyle=%E6%AD%B7%E5%B9%B4%E5%9C%8B%E9%98%B2%E5%A0%B1%E5%91%8

A%E6%9B%B8%E5%B0%88%E5%8D%80    
52 Chen Kuan-Fu, “Meaningless Rhetoric by Gou, KMT on US Arms,” Taipei Times, May 12, 2019, 

http://www.taipeitimes.com/News/editorials/archives/2019/05/12/2003714979  
53 Ibid. 
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faces a gradual slowdown in its economy, China remains the most important partner for 

Taiwan in terms of trade, capital flows, and people-to-people exchanges.  

 

In fact, Xi’s Taiwan policy, featuring both hardline pressure and economic incentives for a 

broader range of Taiwanese, may have reversed, at least temporarily, the trends away from 

unification and toward Taiwanese identity.  There has been a small increase in the proportion  

of respondents who would like to “maintain the status quo but move toward unification” and 

a small decrease of those who say they are exclusively “Taiwanese” in favor of a dual 

identity.”54  However, these small changes were immediately obliterated once the Hong Kong 

protests began and the 2019 June survey on identity and preference for unification reverted to 

2016 level.  

 

A primary drive in Taiwanese politics is that many younger Taiwanese, more than half a 

million of whom will be voting for the first time in 2020, have priorities that are quite 

different than those of their parents.  Even though shunned by Beijing, the DPP appeals to 

younger generation because it appears to be more committed than the KMT to equality, 

environmental sustainability and democracy.  On the other hand, Taiwan’s younger 

generation also believes that Taiwan is de facto independent and does not need to run the risk 

of any formal declaration of that effect.55  Young professionals are tempted by the 

opportunities being offered to them in China, even though they prefer not to live there.  

Although Silicon Valley and American exchange present deep liquidity, young entrepreneurs 

have found China to be much easier to access due to attractive policy, a high level of liquidity 

and a similar culture.56   

 

Therefore, many youths would support a third option – a candidate who promises both to 

protect their identity and to secure their economic future.  Unlike older KMT supporters, they 

do not have any nostalgia for the its rule in the 1950s and offer virtually no support for 

unification.  But the DPP’s poor record in governance and economic planning may give them 

pause and reduce their turnout in the 2020 elections or even lead them to vote for opposition 

candidates.  Taiwan’s youth unemployment rate is over 12%, twice the national average.  The 

high income trap has beleaguered many young people who are unable to save and therefore 

are getting married later and not having children.  There are also fewer young people able to 

care for their parents in a super-aged society.  With so much at stake, it is possible that an 

independent candidate, such as Taipei’s Mayor Ko Wen-je, will emerge to offer an 

alternative to those sympathetic to pan-green but who reject the DPP.  

 

                                                 
54 “Trends of Core Political Attitudes (1992/06~2019/06)”  
55 Chen Fang-yu, “Taiwan nianqing shidai de zhengzhi taidu mindiao: yuanwei Taiwan erzhan, zhichi minzhu, 

fandui tongyi” (Survey on the Political Attitudes of Younger Generation in Taiwan: Willing to Fight for Taiwan, 

Supporting Democracy and Opposing Unification), April 17, 2018, Initium Media, 

https://theinitium.com/article/20180417-opinion-chenfangyu-taiwan-teenagers/. 
56 Ralph Jennings, “China Offers Special Breaks to Attract Taiwanese Startups, But Only 1% Find Success,” 

Forbes, March 26, 2019, https://www.forbes.com/sites/ralphjennings/2019/03/26/china-offers-special-breaks-to-

attract-taiwanese-startups-but-only-1-find-success/. 
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Ko appeared to be pragmatic and non-ideological and has enjoyed much higher level of 

support among voters under 40 but struggles to win support with older voters.57  A medical 

doctor without any education in the U.S., he has recently increased his visibility by visiting 

the U.S. but appears much more influenced by Beijing.  Ko has visited Shanghai three times 

as the mayor of Taipei and has often refrained from criticizing Beijing even in the aftermath 

of the violent protests in Hong Kong against the extradition law.  He has often implied that 

China should be commended for its development toward a Singapore model and that the U.S. 

should encourage and further engage with China, rather than criticize it for a different system 

of governance.58  

 

TAIWAN’S RESPONSE TO THE EVOLVING U.S.-CHINA COMPETITION  

 

Taiwan Has Difficult Choices to Make  

 

Taiwan has three alternative strategies for charting its future course through the intensifying 

U.S.-China rivalry.  Without strong leadership, however, Taiwan cannot come to an 

agreement on how to do so.  Serving as an anti-Communist base in the Cold War, Taiwan has 

always been aligned with the U.S. to ensure its security against China.  Like Japan and South 

Korea, Taiwan has regarded its alliance with the U.S. as an indispensable component of its 

security and economic policies.  In recent decades, however, Taiwan has become increasingly 

dependent on China economically and there is now a tendency to see China as a successful 

model of poverty alleviation and effective authoritarian governance, as compared with the 

growing inequalities in advanced Western economics and dysfunctionality of many Western 

democracies.  Tilting away from the U.S. and toward China is therefore a second option, 

although one that is receiving minority support except from some in the business community 

and some of those associated with the KMT.  Several other small states in Asia are trying to 

hedge against both the U.S., and China, and such a strategy is becoming a more attractive 

option for some in Taiwan as well.  But Taiwan faces more intense security challenges from 

China than most other Asian countries do, and therefore hedging is an option that will be 

difficult to implement successfully.  Accordingly, the alliance with the U.S. is widely 

regarded as indispensable, and therefore serves to some degree as the basis for all the other 

options.  

 

Option One: Move Closer to the U.S. to balance against China 

 

The first alternative is that, given the growing threat from China and the deteriorating 

relationship between U.S. and China, Taiwan can and should move even closer to the United 

States in order both to ensure its autonomy and find solutions to its economic problems.  This 

option is supported by the military, a wide segment of the younger generation and many 

interest groups that have been marginalized economically through Taiwan’s closer integration 

with China.  Given China’s refusal to engage with the DPP, this also seems to be the course 

                                                 
57 See recent survey conducted by TVBS Poll Center, July 2019, 

https://cc.tvbs.com.tw/portal/file/poll_center/2019/20190718/92ae63afafc8669dd8cbd2de127cd5c4.pdf  
58 “Ke Wen-je: Zhongguo zhishao bushi chao beihan ershi chao Xinjiapo fangxiang yidong” (Ke Wen-Je: At 

Least China Is Not Becoming North Korea But Becoming Singapore), May 28, 2019, 

https://newtalk.tw/news/view/2019-05-28/252762. 
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Tsai Ing-wen has chosen.  As part of this strategy, Taiwan is working more closely with both 

the U.S. and Japan and has been welcomed into their vision of a FOIP.  The Department of 

Defense’s June 2019 FOIP report declared that “The United States has a vital interest in 

upholding the rules-based international order, which includes a strong, prosperous, and 

democratic Taiwan.”  The report also referred to Taiwan as a “country” without any mention 

of the “one China” policy.59 

 

Some on Taiwan hope that, in an extreme form, this option raises the possibility of 

reestablishing official relations between Taiwan and the U.S., gaining membership or 

observer status in major international organizations, or even achieving independence.  Others, 

in contrast, including a majority of Taiwanese, consider any movement in that direction to be 

unnecessarily dangerous and provocative and is unlikely to be supported by the U.S.  But the 

small group of Taiwanese advocating such a strategy are well organized and determined, and 

any further deterioration in U.S.-China relations and in Hong Kong could give them more 

hope of success.60 

 

Furthermore, this first option has many variants.  Less extreme versions include the recent 

decision to change the name of Taiwan’s de facto embassy in the U.S., from the original 

Coordination Council for North American Affairs to the more explicit Taiwan Council on 

U.S. Affairs, and holding more frequent meetings of government officials, including those 

responsible for national security and foreign affairs.61  

 

On the other hand, if Taiwan chooses this option, it will potentially be penalized 

economically by China.  Beijing exercised such economic sanction by reducing the number 

of Chinese group tourists to Taiwan by 36% since the DPP was elected in 2016.62  Beijing is 

on the alert for any signs of further upgrades in U.S.-Taiwan relations, and vehemently 

protested when Taiwan’s National Security Advisor met with American officials in the U.S. 

in May 2019, the first time since derecognition in 1979.63 

 

For this option to be accepted by Taiwanese, it must therefore include ways by which Taiwan 

can benefit economically from closer cooperation with the U.S., particularly the conclusion 

of free trade and investment agreements, and signs that Taiwan is also benefitting 

economically and diplomatically from the upgraded relationship and is not simply enhancing 

its military security. 

 

                                                 
59 United States Department of Defense, “Indo-Pacific Strategy Report,” June 1, 2019, 

https://media.defense.gov/2019/Jul/01/2002152311/-1/-1/1/DEPARTMENT-OF-DEFENSE-INDO-PACIFIC-

STRATEGY-REPORT-2019.PDF.  
60 Ralph Jennings, “Who’s Behind the Quick Rise in US-Taiwan Relations,” VOA News, March 27, 2019, 

https://www.voanews.com/east-asia/whos-behind-quick-rise-us-taiwan-relations. 
61 Matthew Strong, “Taiwan Changes Name of Office in the U.S. to Taiwan Council For U.S. Affairs,” Taiwan 

News, May 25, 2019, https://www.taiwannews.com.tw/en/news/3710503.  
62 In 2018, 2.69 million Chinese tourists visited Taiwan, compared with 4.18 million in 2015, Tourism Statistics 

Database of the Taiwan Tourism Bureau, at https://stat.taiwan.net.tw/.  
63 “Rare meeting between Taiwanese, US security officials angers Beijing,” Reuters, May 27, 2019, 

https://www.scmp.com/news/china/diplomacy/article/3011978/rare-meeting-between-taiwanese-us-security-

officials-angers . 
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A second risk produced by this option is that if tensions between the U.S. and China deepen, 

Taiwan can become further trapped in the Sino-American rivalry, at some risk to its own 

security.  As the U.S. offers to sell larger amounts of more advanced arms to Taiwan, Taiwan 

will also have to decide whether to increase its defense expenditures in order to purchase 

them.  This will be controversial, with opponents arguing either that civilian needs should 

have priority and that the likelihood of a Chinese attack is low as long as Taiwan does not 

provoke Beijing, or that that any resistance to a Chinese attack would be futile and that 

Taiwan should rely on the U.S. rather than significantly increasing its own defense 

expenditures.  Taiwan already spends over 2% of its GDP on defense, equal to NATO’s goals 

for 2024, and increasing the defense budget has been controversial.64  Under Tsai, Taiwan 

has upgraded its indigenous defense fighter, has begun to build its own submarines65 and is 

developing its own sixth generation stealth jet fighters at great expense, amidst great public 

skepticism.  The conscription system is also transitioning to an all-volunteer system which is 

challenging given Taiwan declining birth rate.66  

 

Option Two: Accommodate China and Rely on It Economically  

 

Given the rise of China economically and militarily and the absence of U.S. leadership in the 

region, support for accommodating China is rising.  Accommodation runs across a wide 

spectrum, but the common denominator would be voting the DPP out of office because the 

CCP does not recognize DPP at all and is highly suspicious of any government controlled by 

the DPP in light of its historic commitment to independence.  In addition, this option would 

also require reaffirmation of the ’92 Consensus or making some other commitment to 

unification.  President Ma had agreed to ’92 Consensus, but contingent on “each side having 

its own interpretation.”  The second part of that formula allowed Ma to remain ambiguous 

about whether a unified China would be governed under the CCP or not; indeed, on that 

basis, Ma was able to claim it meant unification under the “Republic of China.”67  After Xi’s 

pronouncement in 2019, however, it is impossible for the KMT to avoid the question of 

whether its acceptance of the ‘92 Consensus now means agreeing to eventual unification with 

the People’s Republic of China under OCTS and the rule of the CCP.  The primary reason to 

choose this option would be to derive economic benefits, and to alleviate the fear of being 

                                                 
64 Teng Pei-ju, “Defense budget to increase by NT$18.3 billion in 2019: Taiwan premier,” Taiwan News, July 

27, 2018, https://www.taiwannews.com.tw/en/news/3492793; for public attitudes on defense spending in 2016 

compared to 2006, see “Taiwan Social Change Survey,” Academia Sinica, April 2017, 

http://www2.ios.sinica.edu.tw/sc/cht/datafile/tscs16.pdf, 285.  For further analysis on why Taiwanese do not 

support increasing defense spending, see Wang Hong’en, “Guofang, Who Cares? – cong mindiao taolun Taiwan 

guofang zhichu lunshu ying conghe zhuoshou” (National Defense, WHO CARES? - How to Interpret Survey 

Results of Discussion about National Defense Budget) Voice Tank, May 2, 2019, 

https://www.voicettank.org/single-post/2019/05/02/050201. 
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China Morning Post, May 9, 2019, https://www.scmp.com/news/china/military/article/3009573/taiwan-offers-

glimpse-home-built-submarine-designed-deter and National Defense Report, Ministry of National Defense, 

R.O.C., 2017. 
66 National Defense Report, Ministry of National Defense, R.O.C., 2017, p. 128. 
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http://www.taipeitimes.com/News/editorials/archives/2006/04/02/2003300547. 

 

https://www.taiwannews.com.tw/en/news/3492793
http://www2.ios.sinica.edu.tw/sc/cht/datafile/tscs16.pdf
https://www.voicettank.org/single-post/2019/05/02/050201
https://www.scmp.com/news/china/military/article/3009573/taiwan-offers-glimpse-home-built-submarine-designed-deter
https://www.scmp.com/news/china/military/article/3009573/taiwan-offers-glimpse-home-built-submarine-designed-deter
http://www.taipeitimes.com/News/editorials/archives/2006/04/02/2003300547
http://www.taipeitimes.com/News/editorials/archives/2006/04/02/2003300547


 

 

 

 

 

 

20 

abandoned by the U.S.  But Taiwanese people will be debating whether such a recommitment 

to unification would be an acceptable price to be paid for such an accommodation. 

 

Like moving closer to the U.S., the option of accommodating China has several variants.  On 

one extreme, it could involve the negotiation of a peace agreement with China which the 

KMT chairman reiterated in early 2019.68  This is supported by the old guard within the KMT 

and many mainlanders who see unification as desirable and unavoidable and is therefore 

worth a commitment to eventual unification.  This option would probably also be supported 

by some Taiwanese multinational corporations especially those with a strong Chinese 

presence.  However, given recent developments in Hong Kong, accepting unification under 

OCTS, even if it contains what is being called a more generous “Taiwanese Version of One 

Country Two Systems” will be unlikely to gain the assent of those Taiwanese who have 

always opposed unification, let alone unification under OCTS.  

 

A more moderate version of accommodating China could be more attractive to the majority 

of Taiwanese who hope there is a way to reap economic benefits from China and enjoy more 

stability in the Taiwan Strait without sacrificing Taiwan’s autonomy and alliance with the 

U.S.  This version might include Taiwan joining Chinese-led free trade agreements such as 

the Regional Comprehensive Economic Partnership, participating in China’s Belt and Road 

Initiative, and joining the Asian Infrastructure Investment Bank, as many American allies 

have already done.  This would be especially important for Taiwan since it had been unable 

to join any free trade agreements due to Beijing’s pressure and also because it is now less 

likely to join the current form of TPP – CPTPP - now that the U.S. has left it.  Furthermore, 

accommodating China economically could lead to more Chinese investments into foreign 

direct investment-starved Taiwan that could invigorate the economy by creating jobs and 

growth, and by increasing China’s agricultural imports from “friendly” cities such as 

Kaohsiung.  

 

Another possibility would be to include Taiwanese technology companies in the “Made in 

China 2025” project.  Politically, Taiwan could have more international space, if Beijing 

permits, as it did under Ma’s eight years in office, when Taiwan was allowed to be an 

observer in international organizations on an ad hoc basis, and when a the “diplomatic truce” 

meant Beijing would not try to persuade governments recognizing Taiwan to abandon it in 

favor of diplomatic relations with Beijing.  Again, the question is whether China would insist 

on a reaffirmation of the ’92 consensus as the pre-condition for any of these policy changes. 

 

The relative costs and benefits of these various forms of accommodation are unquantifiable.  

It is hard to predict whether accommodating China politically for greater economic and 

diplomatic benefits would weaken its connection with the U.S., and whether even a vague 

commitment to unification could eventually be invoked to justify a nominally peaceful but 

involuntary absorption by China.  Although this Faustian bargain has some supporters in the 

business community and among the mainlanders, there is no sign this option has any appeal 
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to the next generation of Taiwanese.  Because of this, Beijing sees time as not being on 

China’s side and Xi is eager to accelerate the timeline for unification.  Xi Jinping said as 

early as 2013 that “the issue of the political divide that exists between the two sides must step 

by step reach a final resolution and it cannot be passed on from generation to generation.”69  

He is implying that it should be resolved during his term as the “core” of the present 

generation of Chinese leaders.  

 

Option Three: Join the Others and Hedge  

 

The last option is what most small countries in Asia are attempting, which is to hedge 

between China and the U.S. by building economic ties with the former while developing 

some form of security relationship with the latter.  This corresponds with the meaning of 

hedging in the financial world, in which it is associated with employing two contradictory 

strategies to maximize gains and protect against downside risks.70  For Taiwan, hedging 

would mean a combination of securing better relations with the U.S. (Option One) and also 

better relations with China (Option Two).  Advocates of this option argue that it would be 

undesirable for Taiwan to balance with the U.S. against China’s rise, or to bandwagon with 

China by voluntarily submitting to the will of Beijing.  It is also infeasible to try to be 

completely neutral, or even-handed, seeking parallel and balanced relations with both.   

 

In the case of Taiwan, hedging would imply further purchases of American arms and closer 

security coordination through joint military exercises and coordination of defense policies, 

but increased two-way trade and investment with China and participation in Chinese 

initiatives like the BRI, RCEP, and the AIIB.  Most Taiwanese presidents in the past have 

claimed to know how to walk this tightrope during their electoral campaigns, but in the end, 

each has become perceived as either more pro-China or more pro-U.S.   

 

Trying to improve relations with both superpowers while not crossing this red line seems 

desirable but may also be nearly impossible.  If Taiwan accepts opportunities to solidify its 

economic relations with China, can it ever be certain the U.S. will not abandon Taiwan in 

order to maintain its own relations with Beijing?  And if Taiwan can gain economic and 

political benefits from China, how can Taiwan trust that China will not use the resulting 

economic dependence as leverage against Taiwan one day?  Furthermore, how can Taiwan 

trust China if it continues to build up its military forces across from Taiwan without 

renouncing the use of force to attain unification?  

 

Another important version of hedging is to diversify, by seeking economic and security 

relations with other countries in the region that are facing the same threats and opportunities 

and are adopting similar hedging strategies.  These would include South Korea, Japan and the 

members of ASEAN.  With the new Southbound policy, Taiwan is in fact hedging by 

                                                 
69 Teddy Ng, “Xi Jinping Says Efforts Must Be Made to Close the China-Taiwan Political Divide,” South China 

Morning Post, October 6, 2013, https://www.scmp.com/news/china/article/1325761/xi-jinping-says-political-

solution-taiwan-cant-wait-forever. 
70 Jürgen Haacke, “The Concept of Hedging and Its Application to Southeast Asia: A Critique and a Proposal 

for A Modified Conceptual and Methodological Framework,” International Relations of the Asia-

Pacific (2019); Kuik Cheng‐Chwee, "Malaysia Between the United States and China: What Do Weaker States 

Hedge Against?" Asian Politics & Policy 8, no. 1 (2016): 155-177.  
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promoting more unofficial relations economic and social exchanges with like-minded 

democratic countries interested in diversifying their international relationships with Taiwan 

either officially or unofficially.  But Tsai faces a serious challenge in this regard because both 

Beijing and the U.S. can exert great pressure on these countries to make a choice.  While the 

FOIP and members of the Quad consisting of U.S., Japan, India, Australia may be willing to 

work more closely with Taiwan, countries such as India will try to remain neutral, and 

weaker countries like the Philippines may choose to tilt toward China and will be guarded in 

their response to Taiwan’s overtures.71 

 

The dilemma for the Taiwanese public is that none of Taiwan’s political parties has 

developed a clear strategy for navigating the U.S.-China rivalry, and their positions may 

actually be disingenuous.  It may appear that Tsai is a moderate who would prefer to hedge, 

but with the CPP stonewalling the DPP, she realistically can only adopt Option One.  

Similarly, while trying to maintain its historic ties with the U.S. while moving closer toward 

China for economic benefits, the KMT may also claim to have adopted Option Three when in 

fact, it has actually been pursuing Option Two. 

 

Although the base voters of the green and blue remain steadfast in their support, the majority 

of Taiwanese are undecided about their choice of leader and prefer a moderate who can deal 

with the U.S. and China on equal terms – a leader who can adopt Option Three and 

successfully hedge between the two superpowers.72  In other words, there is demand for an 

independent who can both work with China and the U.S. but also stand up to them if 

necessary and, on that basis, to mobilize the business community and young people to create 

a more dynamic economy.  Unfortunately, the likelihood of a candidate winning the 

presidency without the institutional and grass root connections of either political party has 

dimmed.  Furthermore, it is also unclear how Taiwan can walk the tightrope without being 

accused of resisting unification by Beijing and of excessive accommodation of China by 

Washington.  There will be a temptation for both China and the U.S. to press Taiwan to make 

a clearer choice, rather than allowing it to eat its cake and have it too.   

 

CONCLUSIONS AND IMPLICATIONS 

 

Taiwanese leaders face the difficult challenge of finding effective solutions to Taiwan’s high 

income trap while preserving the autonomy, defending the identity and promoting the values 

that the overwhelming majority of Taiwanese hold dear.  It will be difficult, if not impossible, 

for a mature economy like Taiwan’s to maintain, let alone increase, its standard of living and 

levels of social welfare as it faces growing competitive pressures from lower-cost economies 

                                                 
71 On India’s preference for non-alignment, see Ashley J. Tellis, “China and India in Asia,” The India-China 

Relationship: What the United States Needs to Know, eds. Francine Frankel and Harry Harding (New York: 

Columbia University Press, 2004), 134-177. On the Philippines’s position regarding Taiwan, see Scott Morgan, 

“Philippines Distances Itself from China-Taiwan Tension,” Taiwan News, January 8, 2019, 

https://www.taiwannews.com.tw/en/news/3612684. 
72 Surveys show that the majority of Taiwanese are not loyal to either the DPP or the KMT, with younger 

generations even less attached to the major parties, see “party preferences” chart in“Trends of Core Political 

Attitudes (1992/06~2019/06),” Election Study Center (ESC), National Chengchi University, at 

https://esc.nccu.edu.tw/course/news.php?Sn=167 and “Taiwan National Security Survey,” Asian Security 

Studies Program, Duke University, at https://sites.duke.edu/pass/taiwan-national-security-survey/. 
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and as its citizens demand greater fairness and more environmental sustainability.  Painful 

trade-offs will have to be made by leaders and citizens alike. 

 

At the same time, as the Sino-U.S. competition intensifies, Taiwanese leaders may find it 

more difficult to navigate their rivalry, especially if both Beijing and Washington demand 

loyalty and try to discourage, or even punish, smaller nations that try to adopt more neutral or 

balanced positions as a way of hedging risks created by the competition between the two 

superpowers.  Indeed, navigating the emerging hegemonic rivalry between the U.S. and 

China will be just as challenging for Taiwan as navigating the double bind.  

 

The 2020 elections as a measure of Taiwan’s choices  

 

The national presidential and legislative elections of 2020 will be a measure of how 

Taiwanese leaders propose addressing these dilemmas and how the Taiwanese voters judge 

their effectiveness of their solutions.  With party loyalty at a record low, Taiwanese are 

drawn to leaders who signal a change from business as usual.  Cross-Strait relations have and 

will continue to be the most important issue in these elections.  As China pushes ever harder 

for OCTS, and as that option becomes increasingly unpopular in light of developments in 

Hong Kong, the balance may tilt in favor of candidates who pledge to stand firm against 

Chinese intimidation and away from those who favor accommodation with Beijing for the 

sake of economic benefits.  Such a development will put more obstacles on further economic 

integration with China, even if that is an important strategy for escaping the high income trap.  

The double bind puts any leader in the impossible position of trying to find economic 

solutions without excessive reliance on China, in order to safeguard Taiwan’s democracy, 

and the hegemonic rivalry will simultaneously force leaders to indicate how they will face 

that newer dilemma.  

 

Taiwan Is an Important Litmus Test  

 

Taiwan’s choices in the national elections will provide an important example of how an 

American ally facing domestic economic problems copes with a China that is simultaneously 

an existential threat and yet economically attractive.  China’s neighbors will be looking to see 

if Taiwan can successfully rely on the U.S. for security as it becomes increasingly entangled 

with the Chinese economy, and whether it can engage with China without losing its identity 

in the process.   

 

Taiwan is also litmus of China’s capabilities and intentions.  Although China claims to be 

rising peacefully, its expansive geopolitical aims and its rising comprehensive national power 

and its growing national ambitions have challenged all its neighbors.  Hong Kong’s unrest 

has also demonstrated China’s inability to successfully implement the formula of OCTS 

which is supposed to be applied to Taiwan.73  If China ultimately chooses to use force against 

Taiwan to compel unification, that will be a more alarming sign to the region about its 

                                                 
73 For the history of OCTS as envisioned by Deng Xiaoping, see Wen Qing, “'One Country, Two Systems': the 

best way to peaceful reunification,” May 26, 2009, http://www.bjreview.com.cn/nation/txt/2009-
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broader intentions, especially given that China regards Taiwanese as members of the same 

family that should welcome unification rather than resist it.  

 

Finally, Taiwan’s fate will test American resolve in the region.  As a free and democratic 

country and an indispensable part of America’s attempts to balance China, Taiwan should 

have the full support of the U.S.  At the same time, the region’s stability also depends on 

Taiwan’s continued support of America’s leadership in the region.  However, historically, 

American response to a potential military attack across the Strait has been characterized by 

“strategic ambiguity” where no unconditional commitment has been made.74  Beijing believes 

that such a position enables Taiwan to resist unification, and is the root cause of the tension 

across the Strait.  Conversely, some Americans are asking whether Taiwan is significantly 

important to warrant the risks and potential costs of a military confrontation with a more 

powerful China.  So Taiwan is also in doubt as to whether America will come to its aid, 

which has encouraged the rise of pro-Beijing political parties and politicians.  How well the 

U.S. can manage the Taiwan issue will be an indicator of whether the U.S. is truly able to 

uphold regional stability and exercise global leadership.  

 

Taiwan is a litmus test of the American ability to respond to the rise of China – not only 

China’s increasing military power, but also China’s presentation of an authoritarian and 

mercantilist “alternatives” to American models of market economics and democratic politics.  

As America’s 11th largest trading partner, a crucial link in global technology supply chain, 

Taiwan is also important to the United States in the Pacific geo-strategically.75  The U.S. 

cannot afford to lose control of Taiwan to China.  Given the growing awareness of the U.S.-

China rivalry and the loss of confidence in the previous American policy of engagement, 

there is bipartisan support in Congress for balancing China and safeguarding Taiwan, but the 

strategy remains largely unspecified or poorly understood. 

 

While very reluctant to acquiesce to Chinese pressure and demands, Taiwan is so vulnerable 

that, without American support, it could be absorbed by China involuntarily after fighting so 

hard for democracy for so many decades.  The future of Taiwan is important for the 

Taiwanese, for the stability of the region and the world, and for the United States’ leadership 

in the liberal democratic order.   

 

                                                 
74 Bill Sharp, “Whither Strategic Ambiguity,” Pacific Forum PacNet, no. 44, July 30, 2019. 
75 Chris Horton, “Taiwan’s status is a geopolitical absurdity,” The Atlantic, July 8, 2019, 

https://www.theatlantic.com/international/archive/2019/07/taiwans-status-geopolitical-absurdity/593371/. 

https://www.theatlantic.com/international/archive/2019/07/taiwans-status-geopolitical-absurdity/593371/
https://www.theatlantic.com/international/archive/2019/07/taiwans-status-geopolitical-absurdity/593371/

