
134

with Taiwan and persuading Taiwan to accelerate acquisition of de-
fense items that will complement the capabilities of U.S. forces in 
the region. Visits to Taiwan by higher-level U.S. officials will also 
demonstrate the solidarity of U.S.-Taiwan security arrangements 
and dissuade Chinese provocation. In addition, the United States 
must ensure its ability to respond rapidly in a crisis. Contingency 
plans in the Pacific hinge on the support of U.S. friends and allies 
in the region and this may necessitate obtaining approvals in ad-
vance for basing and access rights needed to support a Taiwan con-
tingency. As Kurt Campbell testified, it will be very difficult to 
move quickly if the first-time conversations are taking place during 
an emerging crisis. Additionally, the United States needs to com-
municate to Taiwan’s Pan-Blue opposition leaders that they are 
alienating friends in the U.S. Congress, from whom Taiwan will 
need support in the case of a crisis, and with whom Pan-Blue will 
have to work were it to regain political power in Taiwan.105

Figure 3.1 China’s Official Defense Expenditures, 1997–2004

Year 
Defense

Spending 
Percentage

Increase 
Percentage

GDP Growth CPI Rates 

1997 80.57 12.7 8.80 2.80

1998 90.99 12.7 7.80 ¥.80

1999 104.65 15.1 7.10 ¥1.30

2000 120.75 12.7 8.00 .40

2001 144.20 17.7 7.30 .70

2002 169.44 17.0 8.00 ¥.80

2003 185.30 9.6 9.10 .50

2004 207.00 11.6 9.50 1.10

2005 244.66 12.6 9.20 2.50

Total 1347.56

Average 137.86 13.5 8.31 .56

Legend: All figures are in billions of PRC Yuan. 

China’s defense budget has experienced double-digit growth for 
over 15 years.106 The 2005 budget increased by 12.6 percent during 
a year in which GDP grew 9.2 percent.107

RECOMMENDATIONS

• The Commission believes that there is an urgent need for Con-
gress to encourage increasing U.S. military capabilities in the 
Western Pacific in response to growing Chinese capabilities and 
deployments in the area.

• The Commission recommends that Congress reaffirm that any 
solution to the Taiwan problem must have the voluntary assent 
of the people of Taiwan.
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• The Commission recommends that Congress and the Administra-
tion review the issue of defense coordination with Taiwan. The 
Commission believes that the arms sales package should remain 
on offer, and it further believes that Congress should take steps 
to facilitate strong working relationships through such measures 
as authorizing the exchange of general and flag officers, con-
ducting interactive combat data exchange with Taiwan defense 
forces, providing increased opportunities for Taiwan officers to be 
trained in the United States, and establishing institutional rela-
tionships with the Legislative Yuan to improve the oversight of 
defense matters.

• The Commission recommends that Congress enact legislation in-
structing the President and the appropriate officials of his cabi-
net to seek initiation of discussions with China with the objective 
of developing and implementing new confidence building meas-
ures (CBMs) that facilitate resolution of tensions that may de-
velop between the two nations and to minimize misunder-
standing between the nations’ civilian and military leaders at the 
strategic, operational, and tactical levels. These CBMs could in-
clude communications mechanisms, opportunities for opposite 
number leaders to meet and establish relationships with each 
other, regular information-sharing devices, and hot lines between 
DoD and the PRC’s Ministry of Defense.

• The Commission recommends that Congress mandate a thorough 
investigation by appropriate agencies of cyber attacks originating 
from China against U.S. networks. To the extent that China is 
determined to be responsible for, complicit in, or negligent for its 
failure to adequately dissuade Chinese citizens from conducting 
such cyber attacks, and that this action constitutes an unfriendly 
act against the United States, Congress should require the Presi-
dent to notify it of the measures that he will take under existing 
law, or that he recommends Congress enact, to prevent or dis-
suade future attacks against U.S. networks.
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