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Ho Chen-huan
PSC 246.11 (U.S. Foreign Policy - Making)
Instructed by Professor Avner Cohen
April 29, 2003
THE COMMANANDERS
By Bob Woodward .

Bob Woodward is a Pulitzer prize-winning journalist. Named one of the best
investigative reporters in America by the New York Times, Woodward was teamed
with Carl Bernstein at the Washington Post to investigate the burglary at the
Watergate office building. The newspaper was awarded the Pulitzer Prize in 1973 for
their reporting of the Watergate scandal in the Nixon administration.

Woodward 1s the only ¢ ontemporary A merican writer to author or c o-author seven
number one best-selling non-fiction books. Newsweek magazine has excerpted five of
Woodward's books. Three of his books have been made into movies.

Woodward joined the Washington Post in 1971 from the Montgomery County,
Maryland, Sentinel, where he had been a reporter. In 1979, Woodward became
assistant managing editor of Metropolitan News before assuming his current position
in 1982. Previously, he served as a communications officer in the U.S. Navy.

OVERVIEW

. This book is an account of U.S. military decision making during the 800 days
from 11/08/1988, when George Bush was elected President, through 01/16/1991,
the beginning of the Persian Gulf War. It is about how the U.S. decided to fight its

wars before shots were fired.

% The end of Cold War suggested a quiet time for the military. But the Dec. 1989
Panama i mvasxon and- the 1990 Gulf crisis told that the military was not going to
play a smaller role in the new world. It was moving to the center stage..

* At that time, the Pentagon is not always the center of military decision making:

Panama invasion: before action, the heads of Pentagon had a great role in the
process when the attention of the White House was turned elsewhere



Gulf crisis: Bush and his White House staff devoted great attention to it and ran
the show.

UMMAR

William Crowe and Colin Powell:

* The law designated the Chairman of Joint Chxefs of Staff as: thé “prmcxple military
adviser” to the President, Secretary of Defense and National Security Council. But
the Chairman and 4 service chiefs actually command no military forces. The chain
of command ran from the President to SOD to CINCs of the 10 major warfighting
commands.

% Crowe thinks the Chairman had obligation to honestly and fully give the President

- his views. The Chairman could not be a player unless he disagreed at times and
fought the White House, just like he were against Reagan’s proposal of eliminating
all ballistic missiles at the 1986 Reagan-Gorbachev summit in Iceland. And he
thinks his successor Powell had not defended the administration position.

% Crowe had bequeathed Powell a Joint Staff that operated as a think tank. And
Powell had remade it into an action staff that got things done.

s Powell more used the term “strangulation” than “containment”.

Key positions of Reagan administration and Bush administration: (members in the
National Security team)

% Secretary of State — George Shultz to Jim Baker

* National Security Adviser — Colin Powell to Brent Scowcroft

Powell planned to become commander-in-chief (CINCs) of Forces Command
(Atlantic, Central, Southern, Pacific, European, Forces, Space, Strategic Air,
Special Operations and Transportation Commands), but since Bush intended to cut
a new path in defense and foreign policy, he appointed Scowcroft as NSA, whose
differences with the Reagdn line were well known.

% Secretary of Defense — Frank Carlucci to Richard Cheney
Bush first nominated John Tower, a former Texas senator, as his SOD. B ecause

Tower’s petsonahty was .a heavy drinker and womanizer, his nomination was
rejected by the Senate Consequently, Bush nominated Dick Cheney as the SOD.
Cheney was something of an enigma. He reprimanded the Chiefof Staffof Air
Force Larry Welch (ICBMs - Midgetman or MX) at his maiden press conference as
SOD. ,

sk Chairman of Joint Chiefs of Staff — William Crowe to Colin Powell




Plans towards Panama:

 Elaborate Maze: Secretary contingency plans that the Joint Staff had on the shelf in
case the military had to be used in Panama.

* Prayer Book: an overall code name, 4-part series:
“Post Time” was a plan for the US to unilaterally defend the Panama Canal in time
of crisis by placing forces along its route so it could continue to oper(‘ate.
“Klondike Key” was called a “non-permissive NEO”, meaning a Noncombatant
Evacuation Operation conducted without the permission of the host country.
“Blind Logic” was a much smaller plan to provide military specialists with civil
affairs skills to assist the Panamanians in setting up a new government.
“Blue Spoon” was a plan for offensive US military operations against the PDF
{(Panamanian Defense Forces).

* Nimrod Dancer: a plan of sending an additional 1,881 American troops to Panama
for possible hostage rescue.

* Acid Gambit: a special plan for rescuing a CIA operative Kurt Muse.

* Gabel Adder: the first special operations contingency plan after the PDA coup.

* Nifty Package: a special deployment of US troops plan after the PDA coup.

Before the Panama Invasion:

sk Maxwell Thurman replaced Frederick Woerner as the Southern Command

> Thurman chose LG Carl Stiner to execute contingency operations in Panama.

* Crowe suggested to Cheney that moved the overall Southem Command
headquarters out of Panama to some place like Florida. Cheney responded that it’s
a big political problem as it looked like the US was running. Just can’t do it.

* Bush approved Colin Powell replaced William Crowe as the Chairman of Joint
Chiefs of Staff. The appbintment was soon confirmed by the Senate.

* Bush approved a tentative plan to apprehend the Colombian drug lord Pablo
Escobar Gaviria, who was in Panama. But it wasn’t carried off in the end.

* There was a coup, led by a PDF major Giroldi, but failed. Both Republicans and
Democrats in Congress attacked the administration for failing to exploit the coup
attempt.

% The incidents of Lieutenant Paz shot to death and Lieutenant Curtis and his wife
were beaté;h,/i’owell recommended Bush to execute Blue Spoon. Bush approved.

The Panama Invasion:

* H-Hour was set for 1:00 a.m. December 20, 1989.

* The US decapitated Noriega from the dictatorship but failed to capture him at the
beginning of the action.



% On Jan. 3, 1990, Noriega surrendered to members of Delta Force. He was brought
to Miami for trial. In 1992, he was convicted on eight counts of racketeering, drug
trafficking and money laundering and is-serving a 40-year sentence in a U.S.
federal penitentiary.

Plans towards Iraq:
% Tier One
* Tier Two: Operations Plan 90-1002

Before the Gulif Crisis:
% Saddam Hussein requested Saudi Arabia t6 send someone, who was turned out to

be the SA ambassador to the US - Prince Bandar bin Sultan, to Iraq for a meeting
because the US were overreacting to his April 1 (1990) speeeh, in which he
discussed his chemical weapons capability and threatened to burn half of Israel if
he was attacked by Israel. He wanted Bandar to send a message to Bush that he
will not attack Israel and the US would have to work with Israel to ensure Israel
would not attack Iraq. He also emphasized the imperialist-Zionist conspiracy was
untrue. He did not have designs over his neighbors.

* On July 16, Pat Lang had found Iraq deployed troops along the Kuwaiti border.
On Aug. 1, the Iraqi forces crossed the border into Kuwait. A public statement
was soon issued by the US to strongly condemn the invasion and called for
immediate and unconditional withdrawal of all Iraqi forces.

* On Aug. 5, Bush sent Cheney to Saudi Arabia to negotiate with King Fahd.
Cheney proposed to Fahd that a two-part strategy: cooperatlon to defend SA
against a future attack and the strangulation of Iraq at once. The US had to have
forces in place. After the danger is over, the US forces will go home. Fahd
approved of the principle.

* On Aug. 25, the UN Security Council voted to give the navies of the US and other
countries the right to use force to stop trade with Iraq. It-was the 1% time in the
UN’s 45-year history that individual countries outside an umbrella UN command
were authorized to enforce an international blockade.

* Cheney relleved Mlchael Dugan of his resp0n51b111tles as Air Force chief because
he made¢’ statements about the plans for war against Iraq to media.

The Gulf War:
* The war lasted 42 days, which the 3 air phases took 38 days and the ground war
took 4 days, before Bush declared a cease-fire.



*

The US and coalition forces. overran Kuwait and southern Iraq, destroyed
Saddam’s army, routed the R epublican Guard, and dictated the terms o f p eace.
Kuwait was liberated.

American casualties were 7 missing and 137 killed in action.

OBSERVATION|

*

*

‘The cover of this book is different from the 14 other books we read. It puts

pictures of those main actors in the book as the cover.

This book involves in a great number of people and the subtle interaction among
them.

This book runs like a day-by-day records with so much detailed depiction. It
carries a story-telling style rather than an academic style.

It gives us a “fly on the wall” status. For example, sunshine, antique table, venue
with room No., Cheney had a hair cut.

Due to the background of the author, this book is also very much emphasized the
influence of the mass media.
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Final Paper: The Outlook of China in the Comi;lg Decade

L Preface:

China is absolutely the most noticeable rising power over the last decade, yet
it is still not powerful enough to compete with those major powers at the world stage.
China’s further economic growth fundamentally depends on the quality of its external
environment, which is manifested not simply by its desire for peace to prevent the
distractions of security competition, but more by its need for external markets, capital,
and expertise to maintain its present export-oriented strategy of growth. China’s
President Hu Jintao and Premier Wen Jiabao have calculated that they will need five
to ten yéars of calm for China to become a self-sustaining, global economic power.
For reaching the goal, the new leadership has made clear that “the aim of Chinese
foreign policy now is to build a long-term peaceful environment for China's economic

development”! However, tovbuild, a peaceful environment needs to preclude

RN

military adventures and dipi&matic crises over Taiwan. Apparently, this part can not
be unilaterally controlled by China. As Taiwan continuing to carry out its

democratization, it would more distinct itself from the mainland Chinese communist



regime. This trend would likely lead China to possible diplomatic crises or military
campaigns against Taiwan. For Example, Taiwan President Chen Shui-bian’s recent

claim of pushing for a “new constitution” and a “defensive referendum” forced China

to reiterate “the use of force may become unavoidable if Téiwan pursues
iqdependence” and “Taiwan independence means war”2. In responding to Chen’s
claim, Wen Jiabao also warned Taiwan that China would “pay any price to safeguard
the unity of the motherland” in a media interview? and then designated Taiwan issue
as one of the key issues he wanted to discuss with President Bush during his visit to
the United States just a week ago. This example demonstrates that Taiwan issue
could be an obstruction to the peaceful environment needed by China. In addition,
some researchers, such as the renowned management master Peter Drucker and
American lawyer Gordon Chang, predict that China would collapse in the near future.
because of some serious problems such as corruption, inefficient state enterprises, bad
debt of banks, high unemployment, creeping political reform, etc. Their arguments
do identify the difficulties China has faced. However, I tend to disagree with their |

prediction that China would collapse in about ten years time. My sense is that China

e _
would continue to focus on its economic development in the next decade. In order to
reach a successful economic reform, it would continue its current “Good

Neighboring” policy and strengthen its bilateral and multilateral relations. Although



Taiwan issue could be an uncontrollable factor to hinder its development, the war

between two sides of Taiwan Strait should be avoidable.

In this paper, I would first like to explore the’' major internal problems China
has faced. Then I will review China’s foreign policy and Taiwan policy respectively
and make my assessment. In conclusion, I will make my overall comments and give

my suggestions.

II. China Will Continue to Grow:

Although China has quite a few internal and external difficulties to cope with
in the next ten years, I believe it is more likely to further develop its already
prosperous economy and then become more influential in the region. My arguments

are as follows:

(1) The Lesson from the F ormer S oviet Union (USSR): T he sudden d emise o fthe
former Soviet Union in the early 1990s not only stunned the world and end up the
Cold War, but also shocked the Chinese leadership. = At that time, China was still
overshadowed by the Tiananmen tragedy. The collapse of the USSR further
remindedﬁ%}i’vé éhlneseleadershlp o fthe importance to avoid thé s ame mistakes
that made the former super power collapse. The causes and reasons for the

decline and ultimate collapse of the USSR are many and of a vastly varying nature.



I do not intend to spend time on arguing them in this paper. Yet in brief, these
causes can generally be placed into two differing scopes - international and
domestic. Among those international factors, _the Cold ’War, or the US
Government’s policy of “containment” is kkusixall‘y cited";;a key cause for the
dissolution of the former USSR.  Among the domestic factors, the rapidly failing
economy and an autocratic and rigid one party political system are mostly
mentioned by Western observers. Therefore, to learn from the USSR’s lesson of
collapse, China has endeavored not only to strengthen its bilateral and
international relations, bﬁt also to develop its economy and even try to pursue a
political reform.  Obviously, China’s relations with the US have been
dramaticaﬂy improved in recent years. Its economic potentiality and
achievements are much better than the USSR’s in the late 1980s. These

advantages would naturally help China to continue to grow in the comihg decade.

(2) China’s International Relations: Based on the. previous argument, I would like to
further argue China’s efforts in the international field. Since the mid-1990s,
China ha‘stf‘xpa‘nded :thetnuml);er and depth of its bilateral relationships, joined
various fraiie and secunty accvo‘rds, deepened its participation in key multilateral
organizations, and helped address global security issues. More broadly, the

Chinese foreign policy establishment has come to see the couniry as an emerging
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great power with varied interests and responsibilities - and not as the victimized

developing nation of the Mao Zedqng and Deng Xiaoping eras® We can easily
manifest this view by many of China’s regsnt efforts gn:(i‘ntgrn;ational affairs.
First, China’s new leadership has endeavored to;improv‘é 1ts reI;tions-with not
only the major powers at the global stage, but also its neighboring countries.
China’s President Hu Jintao has visited the US, Russia, Europe, Southeast Asia,
Australia and New Zealand since last years. China’s Premier Wen Jiabao also
visited Southeast Asia two months ago and just finished his visits to the US,
Canada, and Mexico several days ago. These efforts have effectively
strengthened China’s bilateral relations with those mentioned countries. No
wonder the US Secretary Powell expressed that the US has done a pretty good job
“in putting in place the best relationship we have had with China in decades” 2
Second, China has also actively strengthened its relations with its neighboring
countries — in accordance with a policy stressed at the 16™ National Congress of

the Communist Party of China (CPC) in November 2002. To the south, China

just held the joint military exercises with Pakistan and India respectively in late

i
' T

October and eélr»lky November ii003. Pakistan’s president also visited China and
signed a joint statement for a future cooperation with Hu Jintao in early

November. To the west, China has strengthened its relations with some central



Asian countries through heading the Shanghai Cooperation Organization (SCO).
To the southeast, Wen Jiabao signed a joint statement for a strategic partnership
with ten leaders of the Association of SOUthéffs»F. l}sian Natiogs (ASEAN) in early
October. To the east, China has devoted in(t;e sgi).(-part‘)/k’ t‘;ljks for stabilizing the
Korean Penin;ﬁla and has push for signing “Closer Economic Partnership
Arrangements” (CEPAs) with Hong Kong, Marco and even Taiwan. Third,
China has also actively participated in or led some multilateral institution such as
the Asia-Pacific Economic Cooperation (APEC) and the Boao Forum for Asia

(BFA). All these efforts have created a favorable external environment for China

to develop itself.

Based on thése arguments, I would like to further argue that it seems unlikely
China would become an aggressive regional hegemon in the coming t¢n years. I
have three reasons for supporting my argument. First, as mentioned, China
needs a favorable external environment to develop itself. Any aggressive

attempts that might cause regional instability would not be likely initiated (Taiwan

may be the only exception. I will make my argument later.). Second, “peace”
and “dev‘eiopment” have become the essential parts of China’s foreign policy.

That should regulate China for not engaging in aggressive actions toward its

neighbors. This point can be manifested by a previous announcement of China’s



Foreign Ministry that “China vigorously promotes the just cause of peace and
development of mankind in the world, and pushes for the establishment of a just
and reasonable new international political and:,e'cc')nomic Qrd¢r, which has won the
understanding and support of more and rﬁéfe "cfbuntri'é.sﬂi)n the: world.” And
“China will also continue to adhere to the independent foreign policy of peace and
work to create more peaceful and stable international environment for its
modernization drive.”® Third, China’s “Good Neighboring” policy can also play
an important rolé in this regard. As Jiang Zemin said at the 16™ National
Congress of the CPC, “We will continue to.cement our friendly ties with our
neighbors and persist in building a good-neighborly relationship and partnership
with them. We will step up regional cooperation and bring our exchanges and

cooperation with our surrounding countries to a new height.”Z

Next, I would like to argue that China would be likely to become a more
responsible regional power in the next ten years. The most persuasive example
is that China has continued to contribute to the six-party talks, which has helped
the Korean_ }?qninsula tg}}qai‘gt%in its stability. Another good example is China’s
efforts on';treﬁgthenihé ’;:§unté;f-tenoﬁsm work in Central Asia through heading
the SCO. The establishment of the BAF is-also a good example to explain this

view. East Asia has never had a multilateral mechanism for regional economic



cooperation until the BAF was established in 2001 because of international reality
and political wrestling. Malaysia used to push for the establishment of a similar
mechanism called the “East Asia Economié J(;:‘a.ucus” (EAEC), or initially known
as the “East Asia Economic Group” (EAEG),';n 1996 but ﬁnally f;liled. China’s
success in establishing the BAF has not only demonstrated its power at the world
stage, but also made East Asia become more independent from the US’s and other
Western powers’ influence. Moreover, Ithink China’s leadership in SCO and
BAF is different from its leadership in other international or regional
organizations. Take APEC as an example, it is the only inter-governmental
grouping in the world operating on the basis of “non-binding” commitments, open
dialogue and equal respect for the views of all participants. Unlike the WTO or
other multilateral trade bodies, APEC has no treaty obligations required of its
participants. Decisions made within APEC are reached by “consensus” and
commitments are undertaken on a “voluntary basis”. Therefore, it is not easy
and meaningless for an individual member or a few members to dominate APEC

because of its “non-binding” and “consensus” characters. Besides, APEC has

e

been hosted j éﬁnually ;'“by' taking turns among its * members.  Since its
establishment in 1989, this principle has been p racticed without any exception.

In the future, Taiwan (referred as “Chinese Taipei” in APEC) and Hong Kong may



have difficulties in hosting APEC’s annual Ministerial Meeting (AMM) and
Leaders’ Meeting (AELM) because of China’s obstruction, but this situation has
not happened yet. Also, APEC has been very responsive {0 the,;egion’s major
crises, such as the Asian Financial Crisis, the East\Timor" in;ident, :the.September
11 Tragedy, etc. Nevertheless, in order to avoid the negative impacts from those
crises, APEC’s discussing issues have been expanded to semi-political field such
as counter-terrorism. China used to host APEC’s 2001 AMM and AELM and
push for a leaders’ statement for counter-terrorism with joint efforts of the US and
all other members. But soon after the 2001 AELM, its leadership in APEC was
taken over by the} next host economy — Mexico. Not like the SCO and the BAF,

China’s leadership in APEC is quite limited.

Finally, I would like to point out that China also has used the opportunities of
hosting some international major events to develop its local economy and hang
together its people. In about ten years time, China will b e hosting t wo m ajor
international cventsi in its two biggest cities - the 2008 Olympic Games in Beijing
and 2019 ;E’SPQ in Shanghai, fLB‘orrowing from the previous experience of hosting

the 2001 APEC/AELM in Shanghai, these major international events can not only

brihg economic prosperity to the local, but also increase China’s international



influence in the world scene and make its people feel proud of themselves. This

is another reason to support my views in this regard.

(3) China’s Rapid Economic Growth: According,\tigk the \g:onsti’tu{t'ion 'o‘:f the CPC, the
party “must persist in taking economic development as the central task, making all
- other work subordinated to and serve this central task.” Apparently China has
done an excellent job for meeting this principle so far. Now let’s briefly review
China’s economic achievements in recent years from various aspects. First,
China has made substantial progress in improving some of its long-term problems
in the state-owned manufacturing sector. There has already been an up-tum in
profitability in the state-owned sector for the first time ever in the Reform Period.3
Second, China has done extremely well in maintaining reasonably rapid economic
growth. According to the “Global Economic Prospects 2004” announced by the
World Bank on September 3, 2003, the economic growth in East Asia will be
raised from 6.1% in 2003 to 6.7% in 2004, and the main contributor to this
progress is China for its continuing strong growth. Third, China's trade growth
has als«y)ki:t’)ie;gn v ery rgl?gst. al?rom 1977 to 2001 Chkina’s trade has grown from
about ﬁftéén billion ‘d:ﬂ‘lars toﬂ five hundred and ten billion dollars. No country

has increased its role in the international trading system as fast as China did in the

last twenty-five years. Another noteworthy point is that China has successfully
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attracted a huge amount of foreign direct investment so far. By the end of 2001
China had attracted about one third o fall foreign direct i nvestment in place in
developing countries, and most of it came ir}tv:cb),,:fjhina‘in the :last ten years? No
wonder the President of the World Economic Forum (WEF)Klaus Schwab? and
the Director General of the World Trade Organization (WTO) Supachai
Panitchpakdil® both said that China is qualified to join the Group of Eight (G8).
My view is that China’s excellent economic performance in recent years should
be the main contributor for the CPC to maintain its power. Chinese people,
especially those on mainland, have suffered-from chaos and poverty since late
1800s. This long-time poverty has made Chinese people be used to ask “Have
you eaten yet?” when they meet each other. Until today, the CPC still list one of
its important tasks is to “encourage some areas and some people to become rich
first, gradually eliminate poverty and achieve common prosperity, énd
continuously meet the people's ever-growing material and cultural needs on the
basis of thé growth of production and social wealth”? However, the recent

overall economic progpcrity has already made them feel hope and pride. This

¥

sentimcnt;.has also made China become more confident in participating in the
global affairs. I believe people of China would treasure their current economic

achievement and continue to make it grow in the next decade.
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III. Problems Ahead:

Although I have argued that China would continue to grow in the next ten
years, I do not mean to underestimate .those seriolgszi P;gblems,@kina has faced during
its development. As a matter of fact, those problems might ‘bk::s‘till possible to cause
China’s collapse in a longer time or under their worst scenarios. But in ten years
time, I believe the worst scenarios of those problems are unlikely to happen. I would

like to make my arguments in 4 major aspects as follows:

(1) China’s Political Reform and the Power Succession: With thé political system it
has carried out for mqre than 5 decades, China has had some difficulties for
developing itself in this modern world. As a matter of fact, the authoritarian
political system should be the main factof for causing China’s serious problems,
such as rampant corruption, inefficient state eﬁterpﬁses,'bad debt of banks, a
widening gap between rich and poor, growing unemployment, and other sociai
problems mentioned by some W estern observeré. China knows thatitcan not
sustain its economic miracle without a successful political reform agenda and thus
has triedw(tc'; ‘Qv?}'comeltghése,prpblems.' For example, since Jiang Zemin’s years,
China hé;v. .alréédy put lots of efforts on the counter-corruption work. Although
the third plenum of the 16" National Congress of CPC in mid October 2003 was

quite disappointing because it did not get much progress on the political reform as

-12-



expected, the new leadership is still likely to continue to push for it in the future.
We can manifest this view by some meaningful practices of China’s new
leadership, such as Hu Jintao’s report to thty:/?glﬂit‘ic‘:gl Bur,ez}g of ,t,hg CPC Central
Committee — first time ever by the party S;acretary General fof showing his

responsibility to the Committee.

Another point I want to make is the power succession in China. In most
democratic countries, the political leaders are selected through democratic elections,
no matter directly or indirectly by people’s voting. T hey also have the legislative
branch to check and balance the executive branch’s power for preventing
authoritarianism. But ina c ommunist ¢ ountry like China, the political leaders
have been designated before the previous leaders passed away. These
pre-designation by the previous leaders might result in a political instability
because of peers’ or political enemies’ challenges and some other causes. T he
incumbent leader Hu Jintao was designated by Deng Xiaoping ten years ago. T his
arrangement has made the fourth-generation’s power succession smoothly. But

the arrangemerit for:,‘sél_n;cting, the next (the fifth) generation leader has not been

i

clear so far. T his reality might result in a political instability in the future. My
sense is that since Hu Jintao has shared political power with his political peers such

as Wen Jiabao and Zeng Qinghong, it is likely that China’s next generation leader
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would b e selected under the compromise of those major political leaders without

serious confrontation.

(2) The Economic Problems: As I mentioned f;e’,agrlier,"some gbserﬁfers like Peter
Drucker and Gordon Chang have identified China’s serious problems such as
rampant corruption, inefficient state enterprises, bad debt of banks, widening gap
between rich and poor, growing unemployment, and other social problems, which
might cause China’s collapse in a short period of time.2  Although this view does
reflect the difficulties China has encountered for its further development, I tend to
disagree with it based on the following major reasons. First, China’s overall
economic performance is much better than the USSR’s and the former East
European communist countries’ before they collapsed in the late 1980s and early
1990s. Second, China’s current international relations are also much better than
the USSR’s and the former East European communist countries’ before they
collapsed. Not like the USSR, which was contained by the US and its allies,
China’s bilateral and multilateral relations are much favorable to its future
developrgegp; E;(‘Third,. Chma ‘has already tried to solve those difficulties step by
step and the effects have already appeared. The coritinuing counter-corruption

work is one of the evidence to this view.
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(3) The International Relations: China also has some problems in this regard. F irst,
some issues such as the human rights, the currency exchange rate, the unfair trade,

etc. have gotten in the way of the Sino-US relat'iqns. Second, Chinese people’s

obstructed the Sino-Japan relations. Third, as China is growing, there is
| suspicion that China would become an aggressive poWer to the region and the
world. My sense is that the Sino-US and the :Sino-J apan relations are still largely
moving forward based on their mutual interests, especially the economic interests.
The above-mentioned difficulties are not likely to become a fatal factor for
causing China’s collapse in the next ten years. Lastly, I have already argued that
China is unlikely to become an aggressive power. So I do not repeat my

arguments here.

(4) Taiwan Issue: I think this is the most possible factor for interrupting China’s
current development in the coming decade. It has been a long time for China to
threaten to use force against Taiwan. F rom “liberating Taiwan by force” in the
1950s, tg the pgacefu,ﬁl} _uniﬁcation” and “one country, two systems” after it
normalizeii it; relations withf the United States in 1979, then to “one China
principle” since 1990s, using force has never been expelled from China’s Taiwan

policy. W e may easily manifest it from what said in China’s latest “white paper”
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for Taiwan issue. W e may also demonstrate it by China’s recent claims of “the use
of force may become unavoidable if Taiwan pursues independence”, “Taiwan
independence means war”, and “we would pay any price to §gfeg92}rd the unity of
the motherland” as mentioned earlier. N o wcj)r:lder»the Iniéff;atioﬁal Crisis Group
(ICG) has listed Taiwan Strait as an area in “deteriorated situations”. 13  This new
development across the Taiwan Strait has shown not only how Taiwan issue would
influence the region’s stability, but also how China is determined tq stop Taiwan
independence. My sense is that, as the democratization and economic
development continuing, Taiwan would distinguish itself from the mainland
Chinese regime and seek for a more independent status (Ironically, China has also
helped it to be realized with its military threats against Taiwan) in the future. But
I also believe that Chen Shui-bian would ultimately stop his efforts of pushing for
the “new constitution” and “defensive referendum” in order to avoid the war
because it is unreasonable for Chen to get involved in a war once he is reelected.

Besides, I believe China would not want a war against Taiwan, either. A s stressed

by Wen Jiabao in his previous visit to the US, “China would try its best with its

£
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utmost sincerity to achieve the peaceful reunification of the motherland.” “The
Chinese government respects the desire of people in Taiwan for democracy,” “To

maintain peace and stability of the Straits is in the interests of peoples on both sides
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of the Straits.” “As loﬁg asthereis a glimpse of hope, we would never forsake our

efforts to maintain peace.”4

IV. Conclusion:

In conclusion, I would like to reemph’asize that, objectively, China has
advantages ovér its further development in the next decade. Its current strong
economic power and good international relations would definitely accommodate its
future growth. Also, subjectively, China has en'deavoréd to further develop its
economy and strengthen its bilateral and multilateral relations and overcome those
serious problems step by step. These efforts would guarantee China’s continuing

growth in the next ten years.

In addition, I would also like to make three suggestions. First, the US and
other major powers should actively lead China to become a more responsible regional
or global power in the future through cooperation and other effective means. After
all, a stable environment is needed by all parties concerned. Second, China should
put more efforts on its p olitical reform. This reform could not only resolve, those
seripus proble;‘j:ﬁsf China has faced; but also assure the continuity of its regime. Last
but not the least, China should open its mind to consider a bold change of its Taiwan
poliey. It should consider a wiser strategy for resolving the Taiwan issue other than

threatening Taiwan by using force. The previous history has proved that the more
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threats and warnings of using force initiated from China, the more supports of
independence gain in Taiwan. If China stays on its current strategy of using‘ force
against Taiwan, it might be able to unify Taiwali ‘inAthe futuyg ‘but in an extremely
bard way. And this result is definitely inconsistent to Chin;’fs',”Taiwan’s, US’s and

the region’s interests.
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L. Preface:

As a follow-up work of my previous study on Taiwan’s economic modernization,
I'would like to further explore the meanings b ehind t his o ngoing process. In this
paper, I will try to find out answers of three important questions, which are closely
related to Taiwan’s economic modernization, as my approach to identify the meanings
behind it. These questions are: (1) what are the factors which make Taiwan’s
success on its economic modernization in the past five decades, (2) what difficulties
has Taiwan encountered on its economic modernization in recent years, and (3) what
are the better alternatives Taiwan should  adopt for a better future? Instead of
reviewing the views of those authors of the aséigned articles and books, I will
basically try to use a comparative and analytic approach to argue my points to this

topic.

I Questions a dﬁn‘sWer}Sl"

(1) What are the factors which make Taiwan’s success on its economic modernization

in the past five decades?



The scope of “economic modernization” is actually ambiguous and difficult to
define. We can certainly get some sense that Taiwan has done splendidly on its
economic modernization from a few familiar~tenn§‘$"1}qh as “Tgivyan Miracle”, “Asian
Tiger”, “Astan Little Dragon”, and “Asian Nevs}yl; Industﬁa{;fi;{r;g Eéonomy”,- etc.
But if we check some major economic indicators in the p ast, we may realize why
Taiwan’s economic modernization has been recognized as a “success”. For example,
Taiwan’s per capita GNP was USS$ 443 in 1971, but rocketed to US$ 13,167 in 2003,
which ranked 23 in the world. Taiwan has also been one of the major trading
entities in the world in recent years. In 2001, Taiwan was the 14™ largest exporter
and 16" largest importer in the world. Furthermore, Taiwan has also possessed one
of the largest foreign exchange reserves in the world? No matter basing on the facts
that with a small land area and poor nature resources, a state of devastating economy
in 1949, a heavy burden of national defense, or a complicacy of internal politics,
Taiwan did create a miracle on its economic modernization. That could be the
reason why Thomas Gold afgued it was “a remarkable record by any absolute or
relative standerfi”; and. ghdstopl}er Howe called it “one of the most remarkable

il

. t:" ‘:"'i»;t
economic performers of the 20" ccntury”.ﬂ

But what we want to know is how. How after all did a defeated and corrupted

Nationalist government lead Taiwan to an economic miracle since .1949? Gold



argued it was the mainland émigré elite rapidly revived production to prewar peaks,
and American aid also helped to rebuild the economy.i Howevgr,. Tun-jen Cheng, a
professor of East Asian studies at the College of ,X\’}ill_iam and’Mary’ and a native
Taiwanese, more emphasized the Nationalist govefnment “oniy had to restore, not
create,”® education, market, etc. . Howe also listed some arguing-factors to explain
Taiwan’s economic performance between 1950s to mid-1980s. Among them, thé
Japanese colonial legacy was also depicted as a most agreed factor by scholars.
Other factors also included Taiwan’s rich endowment of agricultural and water
resources and central geographical location in the East Asian trading region,
institutional and organizational policy.l These views are very enlightening, but I do

not agree them all.

As a matter of fact, “modernization” in a country is a very complex process.
Even we try to single out the economic work alone, it still can not expel the influence
from history, politics, domestic society, international society and many others. For
instance, K uo-ting Lee, former Finance M inister o f T aiwan, argued that it was the
human fagtfgg};}pg‘sh fqm?@rd, ,jl"aiwan’s economic modernization 2 Similarly,
Tzong-shian Y’u, a respe;:f;i ecoﬁomist and a member of the Academia Sinica, also

9

argued that Taiwan miracle is a result of hard work by the people of Taiwan.® I

think a successful economy usually needs the support from the industrial,



governmental and academic séctors, and certainly the genéral public.  Also,
economic modernization has to interact with the international society, especially in a
globalization era.  Foreign aid, foreign invggmgn&, ’in*te’mafgional economic
environment and other factors are also very’[r ;mponant. ’ :“(:Ionseriuently, as |
mentioned in my previous presentation, the “Taiwan miracle” is not driven by a single
factor, nor is a miracle. Each and every factor mentioned above may contribute to
vTaiwan’s economic modernization. And it is also a result of a collective work from
a credible government, industrious people gmd friendly international allies. As to
Taiwan’s central geographical location in the East Asian trading region, I think it is a
minor factor to Taiwan’s economic development. Just a political interference from

China; such as blocking Taiwan’s efforts on signing Free Trade Agreements'(FTAs)

with its trading partners, can easily offset it. .

(2) What difficulties has Taiwan encountered on its economic modernization in recent
years?
I also expressed my worry on Taiwan’s economic development in recent years in

my previous :presentation.” . Let’s first have a look on some major indicators.

S
i

Unemployment rate, went up from 2.92% in 1999 to 5.17% in 2002. That means
almost 600 thousand laboring people do not have jobs. Annual changes of céntral

government debts, went up from -3.9% in 1999 to 14.7% in 2001. Economic growth
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rate, went down from 5.42% in 1999 to -2.18% in 2001. Manufacturing production,
went down from 8.1% in 1999 to -8.0% in 2001.22 No wonder Economy Daily
News, a major news paper focusing on econqrpip jssues, »rqgentlyc warned that
Taiwan’s economic develqpment has been pushed to the bottorﬁ list among those
Asian Dragons in the last three years.u But why? What are the factors which have

brought Taiwan to such an economic slump?

This part does not actually mention too much in those assigned readings. But it
isso crucial to Taiwan’s economic development. Only Denis Fred Simon mentioned
the impact of “globalization” and “regionalization”, poor intellectual property rights
(IPR) protection, and challenge of business strategic partnerships.'?> On the other
hand, Richard Louis Edmonds mentioned environmental degradation issue.2 Also,
Howe pointed out that Taiwan’s economic development bears the marks of its special,

historically determined relationships with mainland China, Japan and the United

States. 4

Indeed, those above-mentioned factors are truly eroding Taiwan’s economic
foundation mrecent yea‘r!sé;v Fdﬂr”i example, the termination of constructing the 4™
nuclear power plant has damaged Taiwan’s international business credibility.‘ The
recent resignation of former Minister for Environmental Protection Lung-bin Hao due

to opposing non-professional and unlawful referenda was also a negative impact to

-5-



Taiwan’s economic development. Moreover, as Howe concerned, the special
relationships with a ﬁsing China do enténgle Taiwan’s economic future. China has
not only' attracted a very large portion of Taiwgg\gs_e investmgpt capital, but also
became one of Taiwan’s top trading partners in the last decadé.w In details, the total
trade between Taiwan and China together with Hong Kong was US$ 9,391,818,395 in
1989, and rocketed to US$ 50,484,576,698 in 200212 China and Hong Kong were
Taiwan’s 4™ and 3™ largest trading partners respectively in 2002. The total trade
with them was over one fifth of Taiwan’s total trade with all countries.!® Such ah
ecohomic close tie and dependent relationship, combined with hostile political
relationship, is really a hindrance to Taiwan’s economic development. As to the
prevalence of “regionalization”, even Taiwan has put its full efforts on participating in
the World Trade Organization (WTOQ), Asia-Pacific Economic Cooperation (APEC)
and some other regional mechanisms, and try to build up cooperation relationships
with some other countries through signing FTAs, the achievements are limited due to

China’s political obstruction. Without building up strong ‘economic ties with other

countries, Taiwan’s economic development will be definitely in deep trouble in the

future. That'is v&hy Taiwan’s F 5reign Minister Eugene Chien recently emphasized
that being pushed to the corner of the world stage is Taiwan’s most obvious crisis on

its development.u



(3) What are the better alternatives Taiwan should adopt for a better future?

This is also a very crucial part of Taiwan’s economic development. But before I
argue my views, I would like to identify the cune?t;:ccogomic _?,dvantages of Taiwan.
I think the most cited advantage Taiwan has Would be the ;trong information
technology (IT) industry. Taiwan has been one of the largest producers of computer
components in the world for some years. Its semi-conductor industries‘ of Taiwan
definitely play an important role in the world. This is a very important asset for
Taiwan to develop its future economy. Also, as mentioned in the previous class,
biotechnology industry is anotﬁer field for Taiwan to strengthen. In the same field,
Taiwan’s agricultural biotechnology is fairly advanced compared to other countries.
So biotechnology is also a high potential industry to develop in the future. Besides
these two industries, I think Taiwan afso has some other advantages. First, Taiwan’g
human resources‘ are relatively good. Despite some arguments on education reform,
Taiwan’s education system has successfully far elevated its citizens’ quality at large
over the past few decades. Especially its higher education has been very much

emphasized in recent years. A great number of people have gone abroad for further

studies (of master or Ph.D. degrees). With this abundant high-educated manpower,
Taiwan can certainly try to remain ‘its economic advantages. Second, Taiwan’s

experience of developing small and medium size enterprises (SME) is also precious.



Based on this experience, Taiwan’s venture capital system is also one of the best
practices in the world.  Therefore, Taiwan has shared this experience with some
countries ‘through bilateral and multilateral cqqyﬁggtiqn. ..For ,ggg,axnple, under
TaiWan’s and other economies’ efforts, APEC established an SME wdfking group in
year 2000 for promoting this practice. Third, besides a major producer of IT
industry, Taiwan is also relatively capable on applying modern IT technology and
R&D work. As the globalization era is coming, the so-called “digital divide”
problem is also becoming v ery dramatic w ithin s ome c ountries or among different
countries. For example, students in the remote Gansu Province of China usually do
not have the same IT knowledge or even computers as students do in a big ~cify like
Shanghai. Similarly, students in Japan may have more IT equipments or knowlgdge
than students in Papua New Guinea. This IT capability divide nowadays would be
easily widenedk if we do not try our -efforts to “bridge” it. With the advantage of IT
industry, I believe Taiwan can certainly play an important role in this field. And it

has actually push forward some relative initiatives in APEC.

III. Conclusig
Economic modernization is extremely important to Taiwan’s existence and

development. " Undoubtedly, a strong economy and a democratized society are like

two pillars of Taiwan’s development, and both of them are precious assets for Taiwan
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to compete with China and other countries. But Economic modernization is truly an
endless and complex process. Taiwan should not be content with its previous
economic achievements. It should face the challc?ﬁnﬁgf‘: Qf Ching gpd’ other developing
countries such as members of Association of Soutf)i‘eas'c2 Asian Ne;tions:i(;ASEAN) and
other Asian Dragons. Also, Taiwan has spent too many resources on its domestic
political wrestling in recent years. Even it could be explained as a phenomenon of
democracy, the cost is too high. As I mentioned earlier, all the major economic
indicators show that Taiwan has gradually come to an economic slump. But my
observation is that many people recognize and criticize the trouble, but few of them
put into actions to solve it. Most people in Taiwan seem more concern politics than
economy nowadays. They may not know (or even care) that without a strong
economy, Taiwan just like a one-wheel bicycle. It will dodder its way, and maybe

alone.
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