
1

Newsletter No.38

 No.38 September 2015

● Economic Interdependence and Taiwan’s Economic Security Strategy ____________ 4

● RMB Depreciation and Future Trends: An Assessment _______________________ 6

● Obama-Xi Meeting and Challenges for the US’ China Relations Policy ___________ 8

● China’s Mock Attacks of Taiwan and Taiwan Military Training Strategies ________ 10

● In China’s September 3 Military Parade, Lien Chan Stands on the Side of 

    Unification with China _____________________________________________ 12

● Observations on P5+1 and Iran Nuclear Deal _____________________________ 14

Taiwan Brain Trust Newsletter



2

Publisher :
Wu Rong-i
Chairman

Chief Editor :
Lin Ting-hui
Vice President

Deputy Editor :
Li Ming-juinn
Director of Research Department

Executive Editors :
Huang Huei-Hua
Chang Ching-yun
Wang Yueh-nien



3

Newsletter No.38

Since resuming publication, the Taiwan Brain Trust has received a great deal of advice which we highly 
appreciate. Your suggestions and encouragement serve as a driving force to us as we strive to better the 
publication. This month, we asked specialists in a number of areas to share their thoughts on major current 
events, including Taiwan’s economic strategies, the depreciation of the RMB, Xi Jinping’s visit to the US, the 
Han-Guang Military Exercise, China’s September 3 military parade, and the US-Iran nuclear deal.

In “Economic Interdependence and Taiwan’s Economic Security Strategies”, an article government officials 
should consider reading, TBT Chairman Wu Rong-i offers his analysis of China’s impact on Taiwan’s economic 
security, proposes economic security strategies Taiwan could adopt to deal with the resulting economic threats, 
and lays out policy recommendations to prevent economic crises. 

This past August, the RMB’s drop against the US dollar adversely impacted the world economy. In their 
article, “RMB Depreciation and Future Trends: An Assessment”, Wang Guo-chen, Post-doc Research Fellow, 
Institute of Political Science at Academia Sinica, and Guo Jiann-jong, Associate Professor, Graduate Institute of 
China Studies, Tamkang University, consider RMB exchange rate trends and reasons behind the fluctuation of 
China’s currency and predict future developments.

This past September, Chinese President Xi Jinping’s visit to the US drew attention from around the world. 
In his article, “Obama-Xi Meeting and Challenges for the US’ China Engagement Policy”, Liu Shih-chung, 
Senior Policy Adviser of TBT notes that the US and China saw moderate progress in such areas as hacking, 
carbon emissions reduction, and the Code of Unplanned Encounters at Sea, but no consensus was made on the 
South China Sea, trade, human rights, or Taiwan issues. Increasing calls within the US for a “reevaluation” of 
US-Chinese relations represent a new variable for future US-Chinese relations. 

The Han-Guang Military Exercise is an important means for preparing for any military threats from China, 
but the PLA is focused on developing ever-new ways to make war. In his article, “China’s Mock Attacks 
of Taiwan and Taiwan Military Training Strategies”, Retired Captain Chai Wen-chung shares his view that 
computer wargaming should be used in conjunction with real-life war games to defend against any military 
threats from China.

Former Vice President Lien Chan’s presence at China’s annual military review this year stirred up 
controversy. In the article “In China’s September 3 Military Parade, Lien Chan Stands on the Side of 
Unification with China”, Hsu Hui-yi, Policy Director of Taiwan's Legislator Chuang Jui-hsiung's Office, points 
out that with Xi Jinping’s announcement that the PRC will be reducing the size of its military by 300,000 
service personnel, it might seem that Taiwan will be safer, in reality, the pronouncement represents a greater 
threat to Taiwan as the money and resources saved will simply be rededicated to the development of new high 
tech weaponry. Lien Chan’s attendance at the military parade was an even shrewder move than was the 1992 
Consensus.

This past July, the US and Iran signed a nuclear agreement said to be a major breakthrough in relations 
between the two countries. In his article, “Observations on P5+1 and Iran Nuclear Deal”, Lee, Deng-ker, 
Adjunct Professor, College of International Affair and CEO, Center for Islamic and Middle Eastern Studies, 
National Chengchi University, explains that the deal between Iran and the “P5+1” represents a positive 
contribution to the international community, but that it could also affect relations between Iran and Israel as 
well as between Iran and Saudi Arabia.

In this globalized 21st century, Taiwan, as an island- nation, needs to take a macro view of the world. The 
Taiwan Brain Trust hopes to offer analyses of major events, both in Taiwan and around the world, for local 
readers as well as provide a Taiwan perspective for readers around the world. If you have any suggestions or 
comments please drop us a line at info@braintrust.tw or follow us on Facebook.

Editor's Note
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Economic Interdependence and Taiwan’s Economic 
Security Strategy

China uses its great power status to rule 
out Taiwan's participation in any kind of 

regional or bilateral economic cooperation 
Taiwan’s economic security is affected. The focus 
of this article is to examine which economic 
security strategy Taiwan could adopt to cope with 
economic threats and to promote regional peace 
and economic growth. It will also propose certain 
policies to prevent future economic crises.

Taiwan’s Economic Security Strategy
The above analysis of the 1997-98 Asian 

financial crisis tells us that defensive measures 
to ward off a financial crisis may jeopardize 
the financial stability of neighboring countries. 
Therefore, Asian countries decided to set up a 
fund under the Chiang Mai Agreement. However, 
Taiwan is unable to participate in it because of 
Chinese objections. On top of not being an IMF-
member, Taiwan also cannot join the Chiang Mai 
Agreement. Since financial crises are contagious, 
the continued exclusion of Taiwan will not only 
increase Taiwan’s risk in defending itself against 
the next financial crisis but probably also hurt 
other countries. China’s opposition to Taiwan’s 
inclusion in the joint financial rescue plan does 
not only cost other nations dearly but also hurts 
China itself. The East Asian countries should 
oppose China's way of undermining regional 
financial stability.

Yet China is no longer just an East Asian 
power, it has become a world power. Most likely 
not just Taiwan but all East Asian countries are 
unable to force China to change it unreasonable 
policy. We still need to state clearly that China 
must understand that Taiwan is a free democratic 
country and that the majority of its people regard 
the island as an independent, sovereign country 
that is not part of China. It is not that China can 
force Taiwan to give in by using its missile threat 
or by thwarting Taiwan's participation in the 

international community. Taiwan’s public very 
clearly disapproves of China’s approach.

China’s longstanding military threat against 
Taiwan has led to very strong resentment among 
the Taiwan people toward China. The September 
2015 Taiwan Brain Trust opinion survey shows 
that as many as 75 percent of the respondents 
are unfavorable or indifferent toward China. 
Only 18.7 percent a favorable toward China. 
Since 1990 Taiwanese businesses have made 
investments in China worth hundreds of billions 
of U.S. dollars – and the Chinese government 
tries to win the hearts of the Taiwanese by every 
means, the Taiwan people’s impression of China 
remains still rather lackluster. Furthermore, 
more than half of the public believe that China 
is hostile toward Taiwan. Given that China 
continues to use verbal and military threats 
against Taiwan, 65.6% of the survey respondents 
said they support independence and just 13.8 
percent advocate unification with China. The 
Chinese government needs to understand the 
trend of public opinion in Taiwan instead of using 
diplomatic pressure or threatening Taiwanese 
business people and the general public to achieve 
its policy goals. 

Beijing also needs to understand that China 
rapidly merges deeper into the global economic 
system following 30 years of a reform and 
opening policy and rapid development. 

In 2013 China surpassed the United States 
as the world's largest export nation with a 12.1 
percent share of global exports. The same goes 
for goods imports; In 2013  global imports had 
risen to 10.6 percent, making China the second 
largest importer worldwide behind the United 
States. Therefore, China’s exports-to-GDP ratio 
reached 24.88 percent in 2013, whereas the 
import-to-GDP ratio stood at 22.4 percent. This 
means that the Chinese economy relies quite 

Wu Rong-i
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heavily on international trade. 
The growth of China’s trade does not only 

affect the world economy but is also affected by 
other countries. Between 1990 and 2013 China 
attracted a total of US$956 billion or 10.4 percent 
of its GDP in foreign direct investment (FDI), 
according to United Nations (UN) statistics. This 
huge amount of FDI definitely greatly contributed 
to China’s rapid economic growth and exports. 
But at the same time this also shows that the 
Chinese economy and the world economy are 
closely interconnected and influence each other. 
This is particularly true for China’s economic 
relationships with the capital providing countries. 
Therefore, China needs to consider that as the 
world’s second largest economy it will only 
be able to win the respect of other nations if it 
shoulders its responsibilities.

Taiwan's Economy is Over-Dependent on the 
Chinese Market

From the perspective of Taiwan's economic 
security there is reason to worry about the 
island's excessive dependence on the Chinese 
market for exports (40 percent of total exports) 
and investment (more than 80 percent of total 
outward investment). Therefore, Taiwan faces 
two possible risks due to its over-dependence on 
a hostile China in trade and investment. The first 
risk is that the Taiwanese economy would face 
enormous losses should China choose to impose 
politically motivated trade sanctions against 
Taiwan. Another, not politically motivated risk 
stems from possible economic problems in China. 
Should the Chinese economy run into trouble 
Taiwan would be affected immediately. It will 
even feel the reverberations of ordinary cyclical 
changes. In order to hedge against these two risks 
for its economic security Taiwan must adopt a 
strategy of reducing it reliance on the Chinese 
economy. However, since Taiwan has a free 
economy it is quite difficult for the government 
to adopt measures to decrease Taiwanese reliance 
on the Chinese economy. Given the current trend 
of economic development in the Asia-Pacific 
region, a concrete, feasible economic security 
strategy for Taiwan is to join the Trans-Pacific 

Partnership (TPP) in order to elevate commercial 
relations between Taiwan and the TPP member 
states. 

As for Taiwan’s participation in international 
regional organizations, Taiwan has already joined 
the World Trade Organization (WTO) and the 
Asia-Pacific Economic Cooperation (APEC) 
forum. But because of China’s interference 
Taiwan does not enjoy full participation rights. 
Taiwan has only been able to sign regional or 
bilateral economic cooperation agreements 
with five smaller countries in Latin America 
that maintain diplomatic relations with Taiwan 
(Panama, El Salvador, Guatemala, Honduras, 
Nicaragua) and most recently with New Zealand 
and Singapore. However, due to Chinese 
opposition Taiwan is not able to negotiate and 
sign economic cooperation agreements with its 
major trade partners. The Economic Cooperation 
Framework Agreement (ECFA) that Taiwan 
signed with China was not concluded in line with 
WTO regulations. It is part of China’s strategy 
to incorporate Taiwan in a "one China market.” 
As a result, Taiwan is not able to smoothly 
negotiate free trade agreements with its major 
trade partners such as the ASEAN member 
states, the European Union, Japan and the United 
States because China obstructs such moves. 
China’s goal is to isolate Taiwan by keeping it 
outside of all international economic cooperation 
organizations. 

Taiwan stands a better chance of joining the 
TPP because China is neither a TPP member 
nor very likely to join the free trade pact in the 
future. Moreover, the Taiwanese government has 
declared its willingness to join and is actively 
preparing its admission bid. More importantly, 
Japan and the United States have expressed 
welcome Taiwan's participation. The United 
States aggressively promotes the TPP as an 
important part of its Asia-Pacific economic 
strategy to counter China's economic rise. Since 
this happens to match Taiwan’s strategy of 
reducing its economic reliance on China, the 
chances for success are somewhat better.(Wu 
Rong-i is Chairman of TBT)
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RMB Depreciation and Future Trends: An Assessment

On 11 August 2015, the RMB slumped 1.9% 
against the US dollar, the biggest one-day 

drop since the RMB exchange rate system was 
reformed on 21 July 2005. It continued its slide, 
depreciating in excess of 1% on each of the next 
two days. Over the course of all three days, the 
RMB depreciated 4.7%, losing all of the steam 
it had accumulated over the previous four years. 
Why the sudden drop? This article considers a 
number of reasons for the RMB’s depreciation 
and makes predictions on future trends. 

Possibility 1: The sudden rise in risk in 
China’s financial markets. For example, the 
Shanghai Composite Index tumbled from 5,166 
points on June 12 to 3,623 on August 3, a drop 
of 29.9%. Not to be outdone, the Shenzhen 
Composite plummeted 34.6%. In addition, real 
estate prices in 70 large and medium-sized cities 
slipped for 11 straight months. In response, the 
Chinese government is employing depreciation 
to send out signals that it is working hard to save 
the markets and prevent bubbles from bursting. 
The problem is China’s economy grew at a 7% 
clip during the first half of the year, keeping in 
line with targets set at the beginning of the year. 
20 institutions even forecasted that China would 
maintain a pace of 7% into Q3. In other words, 
China’s economy was doing well enough. There 
was no need for Beijing to adopt such a radical 
policy of depreciation.

Possibility 2: Continued decline in Chinese 
exports. For example, exports dropped 8.4% 
in August, the fifth straight month of negative 
growth, so the Chinese government is employing 
depreciation to prop up export competitiveness. 
A strong RMB, however, is not the primary 

reason for China’s weak exports. The RMB’s real 
effective exchange rate (REER), for example, 
soared by 7.2% from 106.6 points in 2012 to 
114.2 in 2013. China’s exports haven’t decreased; 
rather, they have increased from US$2.0501 
trillion in 2012 to US$2.2107 trillion in 2013. 
Li Keqiang, premier of the State Council of the 
People’s Republic of China, pointed out that 
China doesn’t rely on depreciation to stimulate 
exports. To put it differently, stimulating exports 
is not Beijing’s primary consideration.

Possibility 3: To attain special drawing rights 
(SDR) for the RMB. On August 5, the IMF 
proposed postponing the review of the RMB for 
inclusion into the SDR from November of this 
year until September of 2016. Anytime during 
this period, an application for the RMB will be 
accepted as long as the RMB meets the standards 
for free usability. There is no need to wait until 
the regular meeting scheduled for 2020. So the 
Chinese government changed the RMB exchange 
rate formation mechanism from one in which 
the government decides exchange rates to one 
in which the market decides. Beijing now takes 
note of the Hong Kong’s offshore spot (CNH) to 
a greater degree. So it is not hard to understand, 
why, after the gap between the RMB exchange 
rate and the CNH had fallen to within RMB0.04 
to US$1 following the three-day tumble, Beijing 
halted the new wave of depreciation. This action 
shows that the goal in cutting the RMB was to 
bring it closer to the CNH.

Worth noting, however, is the fact that the 
RMB cannot be completely pegged to the CNH, 
because the CNH is decided by international 
financial markets, the greater fluctuations of 

Wang Guo-chen & Guo Jiann-jong
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which are not conducive to financial stability in 
China. The appreciation of the US dollar to more 
than US$1 to RMB6 or depreciation to below 
US$1 to RMB7 could trigger large-scale capital 
flight. In other words, the Chinese government 
needs to hold firmly onto its autonomy over 
its currency, so as to maintain exchange rate 
stability, so it is currently employing an RMB 
pricing method that takes into consideration the 
weighted average of exchange rates reported 
by the top 30 market makers, rather than just 
the CNH currency rate. But these market 
makers enjoy special privileges, so the rates 
they report take into consideration CNH trends 
and Beijing’s concerns. This goes to show that 
Beijing continues to enjoy a great deal of room to 
manipulate its currency rate. 

In summary, the recent round of RMB 
depreciation had political overtones. It was aimed 
at preparing the RMB for inclusion in the SDR 
and was not a long-term depreciation strategy 
taken to stimulate the economy. That is to say, 
the primary objective of the Chinese government 
remained continued exchange rate stability. The 
addition of the CNH into the equation, however, 
will produce two changes to the RMB exchange 
movements. First, rate fluctuations will be 
greater than before, but lower than the CNH. 
For example, from 14 to 26 August, the degree 
of fluctuation experienced by the RMB on a 
daily basis averaged 0.06%, three times greater 
than the same period in the previous month, 
but only half that of CNH. Second, because the 
speed of change in the RMB and CNH differs, 
their exchange rate differential will increase. 
In less than two weeks, for instance, their rate 
differential increased yet again, this time to 
0.09RMB to US$1. Based on this, we forecast 
that if the RMB deviates from the CNH too long, 
we will see a large increase in the number of one-

time efforts to bring them back in line with each 
other. In addition, in order to keep speculators 
from around the world from taking advantage of 
any multi-day large currency rate variations in 
the future, the Chinese government will, in the 
near term, relax the floating range of the RMB 
exchange rate from the current 2% to more than 
3%. (Wang Guo-chen is Post-doc Research 
Fellow, Institute of Political Science at Academia 
Sinica; Guo Jiann-jong is Associate Professor, 
Graduate Institute of China Studies, Tamkang 
University)
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Obama-Xi Meeting and Challenges for the US’ China 
Relations Policy

Chinese President Xi Jinping recently 
completed his first state visit to the US since 

taking office. As most observers expected, the 
meeting between President Xi and US President 
Obama in the White House underscored the new 
tensions that mark relations between the two 
countries. Both leaders showed willingness for 
continued dialog, interaction, and cooperation, 
but White House and Beijing views still diverge 
in a number of areas. What’s more, increased 
calls within the US for a “reevaluation” of US-
Chinese relations represent a new variable for 
future US-Chinese relations.

In the 40 years since Nixon opened the 
doors to China in the 1970s, the White House 
has maintained a policy of engagement with 
Beijing. Even when relations scraped bottom in 
1989 following the Tiananmen Square Incident, 
Clinton, ignoring protests in his second term as 
President of the US, rolled out the red carpet to 
receive Jiang Zemin on a visit to the White House 
in 1996. When he became president in 2000, 
George W. Bush positioned China as a “strategic 
competitor”. Relations looked pretty grim after a 
mid-air collision between military aircraft from 
the two countries over the South China Sea, but 
the 911 attacks in 2001 served to bring the two 
nations back together again.

After taking office in 2009, Obama was eager 
to visit Beijing, so the US could cozy up to 
China, which by that time had become a regional 
hegemonic power politically, economically, 
and militarily, to bring Beijing into step with 
the rest of the world and make it a responsible 
stakeholder and encourage it to be more 

democratic and open. Unfortunately, things don’t 
always go as planned. In 2011, under the auspices 
of “good-neighbor diplomacy”, Beijing began 
expanding militarily, cracking down harder on 
human rights activists and internet speech. After 
taking office in 2013, Xi announced unilaterally 
on a number of occasions the establishment of 
the East China Sea ADIZ and China had disputes, 
even resorting to arms, with neighbors on the 
issue of territorial sovereignty in the South China 
Sea. The White House had to change directions 
and develop its “re-balance to Asia” strategy, 
strengthening relations with security allies in the 
Asia Pacific region to counterbalance China’s 
rise.

As Xi consolidated power internally and 
developed external relations, his words and 
actions began to stir up White House suspicions. 
Obama even openly stated that Xi was China’s 
most dynamic leader since Deng Xiaoping. 
Former US government officials who had had 
dealings with Xi and China experts cannot make 
heads or tails of Xi’s policy-making model. Some 
feel that he is a dynamic reformer and others say 
he is a risk taker. In any case, interaction between 
Xi and Obama during this most recent visit has 
made the White House realize that it cannot 
entertain any pipe dreams about this enigmatic 
Chinese leader.

In light of this climate and awareness, it 
comes as no surprise that the Obama-Xi summit 
produced little more than diplomatic interaction 
characterized by agreement to disagree and 
courtesy calls for reciprocity. The two sides 
tried to achieve a concrete agreement on the 

Liu Shih-chung



9

Newsletter No.38

highly controversial issue of hacking, but in the 
end, the best that they could do was agree that 
high level officials from both countries should 
discuss the issue on a regular basis. Moderate 
advances were made on the carbon emissions 
reduction agreement and the Code of Unplanned 
Encounters at Sea, which deals with military 
aircraft from the two nations encountering each 
other in the air. No progress was made on other 
issues, like the South China Sea, trade, human 
rights, or Taiwan.

At a time when Obama has a little over 
one year left in office, there are increasing 
calls within the US to “dislike China” and 
major Democratic and Republican presidential 
candidates are censuring China. In light of this 
political climate, politicians and academics are 
calling on the US government to reevaluate its 
China policy. At a time when Beijing has adopted 
a policy of strategic ambiguity on thorny issues, 
most voices in the US suggest that the United 
States show strategic clarity, conveying clear 
messages and attitudes to Beijing to prevent it 
from misinterpreting White House determination 
and action, as this is the only way the US will be 
able to increase the confidence of Asia Pacific 
allies in it.

It is of particular importance that the White 
House not be taken in by Beijing’s willingness to 
cooperate on a number of less controversial issues 
and forget that Beijing has staked everything on 
the “hard issues”. Even though, for example, Xi 
has stated that China is also a victim of hacking, 
it is common knowledge that the Chinese 
government is behind cyber warfare. Another 
example is the South China Sea controversy. 
Beijing continues to ignore international law and 
insists on consolidating its territorial sovereignty 
from a historical perspective. In addition, China’s 
continued secret filling in of the sea around small 

islands in the South China Sea and military 
standoffs with neighboring countries represent 
one shock after another for the White House.

Finally, the US will have a new president and 
administration in just over one year, while Xi will 
probably be in power for another eight. The new 
US president will need time to learn the ropes in 
regard to US-China relations. Despite being faced 
with Xi and his consolidated his power base, the 
new US president and his or her security team 
will have to figure out how to effectively continue 
its strategy of “congagement” with China, testing 
the US’ international leadership capabilities as 
well as regional stability and order. (Liu Shih-
chung is Senior Policy Adviser of TBT)
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China’s Mock Attacks of Taiwan and Taiwan Military 
Training Strategies

CCTV recently showed scenes from a 
People’s Liberation Army training exercise. 

The maneuvers, code-named “Stride 2015”, 
involved red and blue armies. The PRC soldiers 
carried out simulated attacks on a mockup 
of Taiwan’s Presidential Office to determine 
the feasibility of a decapitation strategy, i.e., 
eradication of Taiwan’s leaders. The clip raised 
concern in the media both in Taiwan and around 
the world. The Ministry of Defense issued a 
statement stressing that exercises like these 
carried out by China against specific targets in 
Taiwan are not only unacceptable, they adversely 
impact the friendship between the peoples on 
either side of the Taiwan Strait.

China actually has other tactics directed 
against specific targets in Taiwan. One example 
is an airfield built by the PLA in China’s Gansu 
Province to resemble Taichung’s Qingquangang 
Airbase, so their Army, Air Force, and Special 
Forces can practice mock attacks against it. The 
media have also pointed out that China’s military 
has established a Special Forces battalion under 
the Nanjing Military Command comprised 
of Taiwanese-speaking troops that engage in 
intensive urban warfare training. These actions, 
undoubtedly aimed at preparing its military to 
carry out attacks against Taiwan, once again 
underscore the fact that China is adamant in 
its position not to renounce the use of force to 
resolve the Taiwan issue. Setting aside whether 
the maneuvers are intended to provoke Taiwan, 
recent exercises held by the PLA as of late have 
been increasingly realistic as it has employed the 
latest combat methods so they can be tested in 

lifelike situations. These developments represent 
a serious challenge to Taiwan’s national security 
and military preparedness.

This September, Taiwan’s military held its 
annual Han-Guang Military Exercise, the scenario 
of which will be a military threat from China in 
2016. It will consist of various phases, including 
joint air defense, joint interception, and homeland 
defense. Its red and blue armies will engage 
in offensive and defensive maneuvers based 
on fixed battle plans and train using methods 
described as “simultaneous, different locations” 
and “troop maneuvers, localized combat”. 
This past May, Taiwan’s military completed 
the “computer-aided command post exercise” 
portion of the Han-Guang Military Exercise, 
employing the Joint Theater Simulation System 
as its wargaming platform. The use of computers 
helps in the carrying out of highly realistic war 
games, so they can deal with such areas of focus 
as transformation from peacetime to wartime, 
conserving military capabilities, logistics 
mobilization, offshore-island reinforcement, 
as well as defense and offense of networks. 
The Han-Guang Military Exercise, held yearly 
for over 30 years, is Taiwan’s most important 
military drill. During these exercises, Taiwan’s 
military has tested its own combat readiness in a 
number of areas, such as fighter jets landing on 
and taking off from contingency runways. These 
are important measures for bolstering its combat 
readiness to deal with the military threat from 
China. 

From history we learn that exercises are an 
important means for nations to maintain military 

Chai Wen-chung
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readiness and to try out innovative technologies 
and strategies during times of peace. The 
large amounts of information and experience 
accumulated can be used as a basis for training 
troops, developing combat criteria, building 
readiness, and forming strategies. The US Navy, 
for example, carried out a series of force-on-force 
engagements code-named Fleet Problems in the 
1930s, during which it was discovered that the 
first carrier to strike was generally the ultimate 
winner. As a result, discovering and destroying 
enemy flight decks has been a primary objective 
of the US Navy. In order to do so efficaciously, 
the US Navy developed a unique carrier-
based scout bomber. So we can see that the US 
military has successfully employed military 
exercises to develop new military hardware and 
innovative battle strategies which contributed 
to its naval victories in the later Pacific War. 
The US Army held a series of war games code-
named the Louisiana Exercise in the 1990s. 
They were aimed at reviewing, developing, and 
enhancing troop training and this was used to 
plan and develop of a new generation of ground 
forces. These examples serve to explain the 
role of military exercises in maintaining extant 
military power and dealing with future threats, 
the primary reasons militaries around the world 
continue to hold them.

In the foreseeable future, as Taiwan is 
restricted by such factors as defense spending 
cuts, negative public sentiment, and difficulty in 
finding locations suited to carry out exercises, it 
will be difficult to hold challenging, large-scale 
force-on-force war games. In order to reduce the 
impact of the abovementioned factors on combat 
readiness, the Taiwan military should increase 
the use of simulated training in its exercises. Not 
only would this reduce the inconvenience that 
force-on-force engagements have on the public, it 
would greatly reduce the amount of ammunition, 

weapons, and other equipment depleted in war 
games. It would also effectively reduce training 
costs as well as injuries and deaths. The blueprint 
for action used by the US military in Desert 
Shield actually came from computer wargaming. 
Therefore, if we are to realize our objectives of 
employing resources creatively and defeating the 
enemy, Taiwan’s military should utilize computer 
wargaming and the findings of the wargaming 
should be tested in real-life war games. (Chai 
Wen-chung is Retired Captain)
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In China’s September 3 Military Parade, Lien Chan Stands 
on the Side of Unification with China

Hsu Hui-yi

In recent days, Taiwan debated nonstop over 
whether members of Pan-Green and Pan-Blue 

parties should accept invitations from China 
to attend its military review on September 3. 
Countries around the world were very cautious 
about this grand affair, held 70 years after the 
War of Resistance against Japan, as they were 
afraid that any missteps could be interpreted as 
pro-Chinese and anti-Japanese and anti-American 
or as seen as supporting China’s filling in the sea 
around islets in the South China Sea to increase 
their size.

The  na t ional  leaders  tha t  personal ly 
attended this event were all from countries that 
either currently have or once had communist 
governments. They included Belarus, Bosnia, 
Cambodia, the Czech Republic, the Republic of 
Congo, Egypt, Kazakhstan, Kyrgyzstan, Laos, 
Mongolia, Myanmar, Pakistan, Russia, Serbia, 
South Africa, Sudan, Tajikistan, East Timor, 
Uzbekistan, Venezuela, Vietnam, Ethiopia, and 
Vanuatu. South Korean President Park Geun-hye 
stood out among the heads of state.

From an international perspective, China’s 
paraded its strong military capabilities to the 
world, but the review also represented an 
international declaration: China has changed. 
She is now capable of attacking the American 
homeland and has the absolute superiority in 
arms needed to quash any intentions of the US or 
Japan to intervene in any situations in the Taiwan 
Strait.

From the perspective of Taiwan internally, 
at a time when the KMT is wallowing in an 
atmosphere of defeatism, former honorary KMT 

Chairman and former Vice President Lien Chan, 
ignored incessant criticism from all quarters in 
Taiwan to attend the military parade in Beijing. 
He even opted to forget the fact of the ROC’s 
existence as he echoed China’s high-sounding 
argument that “both sides of the Taiwan Straits 
should write history together” and, in a meeting 
with Xi Jinping, he even distorted the facts of the 
ROC’s participation in the War of Resistance, 
to promote with Xi the idea that when the KMT 
and CPC joined together against Japan, the 
KMT military led by Chiang Kai-shek were 
able to fight the Japanese head on, because 
Mao Zedong’s Communist army pinned down, 
attacked, and wiped out Japanese troops behind 
enemy lines. Even more stunning, Lien Chan 
stated, “Because the Cairo Conference established 
the fact that China recovered Taiwan…” It looks 
like Lien exceeded any boundaries that the KMT 
presidential candidate felt he should maintain.

This was not the first time this happened with 
either the Ma Administration or China. In 2012, 
President Ma Ying-jeou proposed the East China 
Sea Peace Initiative and this year (2015), he 
raised the South China Sea Peace Initiative. With 
the exception of fishery talks between Taiwan 
and Japan, however, no mechanism to discuss 
sovereignty or regional security issues has been 
established. It is unrealistic to hope that Taiwan 
can use the South China Sea Peace Initiative to 
win the right to take part in South China Sea issue 
talks or even be incorporated into discussions 
concerning the code of conduct in the South 
China Sea. As such, one cannot help but worry 
that Taiwan will not be able to keep itself from 
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being marginalized by other South China Sea 
nations if it only relies on Ma Ying-jeou’s South 
China Sea Peace Initiative. In this respect, the US 
government has always hoped that Taiwan would 
use international law to support its argument 
for sovereignty in the South China Sea, but the 
international community believes that in terms 
of the Ma Administration’s stance on the East 
and South China Sea Peace Initiatives, Taiwan 
and China’s arguments are more or less identical 
and they speak with one voice. This has caused 
tremendous damage to Taiwan’s international 
standing and led to some confusion among 
countries around the world regarding Taiwan’s 
position on the South China Sea issue. 

Lien Chan and China’s goings on weren’t 
exactly out of the blue. Lien Chan was very 
boldly placing the KMT’s future, like so many 
poker chips, onto the betting table. By brazenly 
showing up at the PLA’s military parade, he has 
wreaked great damage to the Ma Administration, 
US, and Japan’s relations and trust. In a time 
when Taiwan’s Ministry of Defense continues 
to define relations between China and Taiwan 
as “hostile”, Lien stood shoulder to shoulder 
with the enemy, has no qualms with the military 
significance that the PLA weapons represent for 
Taiwan, and insists that the KMT continues to 
be anti-Japanese and that it is a faithful friend 
of the CCP. Randy Schriver, former US Deputy 
Assistant Secretary of State for East Asia and 
Pacific Affairs, pulled no punches when he 
said that the country most guilty of distorting, 
rewriting, and destroying history for political 
objectives is China. Yet Lien remains unmoved as 
he raced to kowtow to China, in the hope that he 
will become China’s number one representative 
in Taiwan and win a decisive role as an academic 
in cross strait relations. As long as he is on 
China’s side, he doesn’t even care if he goes 
down in history as selling out the KMT.

During the September 3 military parade, 
President Xi Jinping announced that China 
would cut its military back by 300,000 personnel, 
ostensibly for the lofty ideals of “for peace, not 
expansion”. In reality, however, he is doing so to 
cut the budget for ground troops, so that funds 
can be used to develop new high tech weapons, 
increasing, not decreasing, China’s threat to 
Taiwan. Lien’s presence at the military parade 
is a piece of work that surpasses even the 1992 
Consensus. (Hsu Hui-yi is Policy Director of 
Taiwan's Legislator Chuang Jui-hsiung's Office)
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Observations on P5+1 and Iran Nuclear Deal

Lee Deng-ker

Following 20 months of intensive talks ending 
with 18 days of marathon negotiations, Iran 

and the P5+1 finally reached an historic nuclear 
deal on 14 July 2015. 

 The “P5+1” includes the five permanent 
members of the UN Security Council and 
Germany. Of these six nations, China and Russia 
tend to sympathize with Iran, while England, 
France, and Germany are following the US’ lead 
very closely. As such, one could say that the Iran 
nuclear talks were primarily between Iran and the 
US.

Iran began to research the peaceful use of 
nuclear power in the 1950s. Its first research 
reactor was even provided by the US. Following 
the 1979 revolution to overthrow the Shah, Iran 
suspended its nuclear power research program. 
During the Iran-Iraq War (1980-1988), Iraq 
attacked Iran with chemical weapons, causing 
large numbers of casualties. Khomeini, Iran’s 
top leader, realized the importance of weapons 
of mass destruction as a result and ordered 
the resumption of its nuclear power research 
program, giving it the additional secret objective 
of developing nuclear weapons.

The various measures, both carrots and sticks, 
adopted by US presidents from Reagan to George 
W. Bush to prevent Iran from developing nuclear 
weapons technology were unsuccessful. Even 
early in Obama’s presidency, the US still had no 
confidence that diplomatic negotiations could 
keep Iran from developing nuclear weapons 
technology, because Iran’s then-president 
Mahmoud Ahmadinejad had taken a firm anti-US 
position.

The key points of contention in the Iran, P5+1 
nuclear talks included Iran’s uranium enrichment 
program, Western sanctions against Iran, and 
Iran’s nuclear weapons program. Although the 
two sides had been in negotiations for 13 years, 
concrete progress only began after August 
2013. On 24 November 2013, they reached 
a provisional agreement and in July of 2014, 
they agreed to extend the deadline for the final 
agreement. On 2 April 2015, the two sides signed 
a framework agreement and completed the final 
agreement on July 14.

The main factors that helped break stalemates 
in the Iran, P5+1 talks over the past two years 
and lead to the signing of an agreement are as 
follows:
1.  Rouhani adopted measures of conciliation with 

the West. After becoming president of Iran 
in August of 2013, Rouhani actively sought 
reconciliation with the US and other Western 
countries in return for the lifting of sanctions 
against his country. If Rouhani had continued 
the policy of hostility with the West, obviously, 
an agreement would never have been reached.

2.  Obama successfully employed economic 
sanctions to force Iran into economic straits. 
The US had been employing economic 
sanctions against Iran long before Obama 
became president, but with limited results, 
because Iran took advantage of the many 
holes that existed in the sanctions. After 
assuming office, Obama plugged the holes, 
while working with US allies to ensure that the 
sanctions, especially sanctions against its vital 
oil and financial industries, were effective. 
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These eventually had a huge impact on Iran’s 
economy, causing Rouhani to relax demands 
on the West, which won the support of the 
Iranian people.

3.  Iran and the US have a common interest 
in taking tough action against ISIS and the 
signing of the agreement represent a step 
toward working together to crack down on 
the organization. Improvements in relations 
between the US and Iran will also serve to 
ameliorate their impasse on the Yemen issue.

4.  Obama wants a major diplomatic success 
for his legacy. In his more than seven years 
as president, Obama has been criticized a 
great deal for his lack of major diplomatic 
achievements. If Congress passes the Iran 
nuclear deal, Obama will get the victory he 
covets.

A potential obstacle in the way of an effectual 
nuclear deal is a sharp backlash from Israel. Israel 
is concerned that once the agreement is signed, 
Iran will continue to have the ability to develop 
and produce nuclear weapons and won’t be 
worried about US strikes on its nuclear facilities. 
The US’ long-term allies in the Persian Gulf 
area, especially Saudi Arabia, are concerned that 
improvements in relations between the US and 
Iran could help Iran expand its influence.

As a whole, the hard-won nuclear deal with 
Iran boasts far more pros than cons, so it comes 
as no surprise that it has received widespread 
approval within the international community. 
(Lee Deng-ker is Adjunct Professor, College of 
International Affair and CEO, Center for Islamic 
and Middle Eastern Studies, National Chengchi 
University)
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