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U.S.-CHINA ECONOMIC AND SECURITY REVIEW COMMISSION

MARCH 10, 2004
The Honorable TED STEVENS,
President Pro Tempore of the U.S. Senate, Washington, D.C. 20510
The Honorable J. DENNIS HASTERT,
Speaker of the House of Representatives, Washington, D.C. 20515

DEAR SENATOR STEVENS AND SPEAKER HASTERT:

On behalf of the U.S.-China Economic and Security Review Commission, we are
pleased to transmit the record of our hearing on February 6, 2004, on China’s “Mili-
tary Modernization and the Cross-Strait Balance.” U.S. cross-Strait policy and U.S.-
China relations are intertwined. Taiwan remains the key political and military flash
point between the two countries, driving both China’s military modernization efforts
and U.S. military assistance to Taiwan.

The Commission is mandated by law (P.L. 108-7, Division P) to “review the tri-
angular economic and security relationship among the United States, Taipei and
Beijing, including Beijing’s military modernization and force deployments aimed at
Taipei, and the adequacy of United States Executive Branch coordination and con-
sultation with Congress on United States arms sales and defense relationship with
Taipei.”

The Commission’s hearing took place at a time of heightened tension in cross-
Strait relations. China’s ballistic missile build-up directed at Taiwan has been esca-
lating in recent years. Such a build-up appears clearly designed to coerce Taiwan
into accepting unification with China and/or to deter moves toward independence by
Taiwan. In January, Taiwan President Chen Shui-bian announced his decision to
hold a national referendum as part of the Presidential election balloting on March
20, 2004. The referendum would seek a national opinion on the question of whether
Taiwan should deploy advanced anti-missile defenses to counter China’s missile de-
ployment and whether Taiwan should be negotiating a cross-Strait framework for
peace and stability with Beijing. The response from Beijing, which views the ref-
erendum as a further move toward independence by Taiwan, has been one of strong
condemnation and rhetoric, including threats of a possible military response. Presi-
dent Bush has publicly reiterated U.S. opposition to actions by either side that seek
to alter unilaterally the status quo. Notably, he made such a statement in the pres-
ence of visiting Chinese Premier Wen Jiabao in December.

During our hearing on February 6, the Commission heard from senior State and
Defense Department officials on current developments in U.S.-China-Taiwan tri-
lateral relations, from experts on the parameters of U.S. commitments to Taiwan
under the Taiwan Relations Act (TRA) and the role of Congress laid out in the TRA,
and from analysts of China’s military modernization programs and its military-in-
dustrial complex.

China’s military modernization program. Between 1989 and 2002, as China’s
economy has rapidly expanded, China’s official defense budget for weapons procure-
ment grew more than 1,000 percent, significantly outpacing China’s GDP growth.
China’s People’s Liberation Army (PLA) has become a major buyer of foreign mili-
tary technologies, and is now the principal purchaser of Russian military weapons
and technology. China’s increased military spending and acquisitions of foreign mili-
tary technologies have greatly enhanced China’s military capabilities.

During the late 1990s, the PLA began focusing its efforts toward developing mili-
tary options and capabilities to prevent Taiwan from declaring independence. The
PLA has undertaken programs designed to improve its force options against Taiwan
and to deter and counter potential U.S. military intervention during any cross-Strait
conflict. China’s military modernization is focused on exploiting vulnerabilities in
Taiwan’s national and operational-level command and control system, its integrated
air defense system, and Taiwan’s reliance on Sea Lines of Communication for suste-
nance. At the same time, Taiwan’s relative military strength appears likely to dete-
riorate unless Taiwan makes substantial new investments in its own defense.

The Commission also heard testimony that China’s defense firms have signifi-
cantly improved their R&D techniques and their production processes. As the PLA
shifts away from purchasing complete weapon systems from foreign suppliers to ac-
quiring military-related technology, China’s defense production capabilities will be-
come a critical factor in the PLA’s long-term effort to renovate its force structure.
China has been able to serialize the production of destroyers based on stealthy de-
signs with improved air defense and anti-submarine capability. China has also im-
proved its ability to serial produce ballistic missiles with an increase in annual pro-
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duction of short-range ballistic missiles (SRBMs) from 50% to 75%. However, despite
rapid improvements, China’s defense industry is not yet capable of producing global
state of the art weapons systems on par with the United States.

China’s continuing missile build-up opposite Taiwan is a serious challenge to Tai-
wan’s security. The Defense Department’s 2003 report to the Congress on China’s
military indicates that China now has approximately 450 short range ballistic mis-
siles that can strike Taiwan and forecasts that this number will grow substantially
over the next few years.

Given these developments, the Commission is concerned by reports that the Euro-
pean Union (EU) nations are debating whether to lift the EU’s current arms embar-
go on China, imposed in the wake of the Tiananmen Square crackdown in 1989, and
begin selling military equipment to Beijing. The Commission believes such action
would undermine legitimate security concerns, be destabilizing to the region, and
is unjustified by any improvement in China’s human rights record, as documented
in the Department of State’s recently released Human Rights Report 2003.

Recommendation: The Congress should urge the President and the Secretaries
of State and Defense to strongly press their EU counterparts to maintain the EU
arms embargo on China. Further, the Congress should request the Department
of Defense to provide a comprehensive report to the appropriate committees of ju-
risdiction on the nature and scope of Russian military sales to China. In addition,
Congress should urge the Executive Branch to continue its positive working rela-
tionship with the Israeli government to limit Israeli military sales to China.
Taiwan Relations Act (TRA). The Taiwan Relations Act gives Congress a joint role
with the Executive Branch in the fashioning of U.S. cross-Strait policy, particularly
with regard to how the U.S. should respond to cross-Strait conflicts and what arms
the U.S. should sell to Taiwan to assist in its defense needs. Nonetheless, it appears
that Congress has regularly been excluded from cross-Strait policy decisionmaking
by a succession of Administrations. Congress has too often been notified only after
the Administration has, in effect, made a decision on the sale of specific weapons
to Taiwan. There has been some improvement in recent years in the consultative
process between the Congress and the Executive Branch, but certain important doc-
uments or reports the Executive Branch has prepared on this subject have never
been shared with the Congress. Given the potential for military conflict in the re-
gion, Congress needs to take a more direct oversight role in the process. The type
of consultation that was envisioned by Congress at the time of passage of the TRA
is going to be critical now in managing U.S. foreign policy towards China and Taiwan.
Recommendation: Congress should enhance its oversight role in the implemen-
tation of the TRA. Executive Branch officials should be invited to consult on inten-
tions and report on actions taken to implement the TRA through the regular com-
mittee hearing process of the Congress, thereby allowing for appropriate public
debate on these important matters. This should include, at a minimum, an annual
report on Taiwan’s request for any military aid and a review of U.S.-Taiwan policy
in light of the growing importance of this issue in U.S.-China relations.

Recommendation: The responsible committees of Congress should request that
the Executive Branch make available to them a comprehensive catalogue and cop-
ies of all the principal formal understandings and other communications between
the United States and both China and Taiwan on the parameters of the trilateral
relationship, as well as other key historical documents clarifying U.S. policy in
this area.

The Commission will be closely following cross-Strait developments in the run-up
and aftermath of the Taiwan Presidential election and referendum vote on March
20. We may develop additional recommendations regarding Congressional-Executive
Branch coordination on U.S. cross-Strait policy as part of our upcoming Report to
Congress later this spring.

Sincerely,
Roger W. Robinson, Jr. C. Richard D’Amato
Chairman Vice Chairman

Note:
Commissioner Bryen dissented from the Commission’s majority in submitting these
recommendations.
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HEARING ON MILITARY MODERNIZATION
AND CROSS-STRAIT BALANCE

FRIDAY, FEBRUARY 6, 2004

U.S.-CHINA ECONOMIC AND SECURITY REVIEW COMMISSION,
Washington, D.C.

The Commission met in Room 1310, Longworth House Office
Building, Washington, D.C. at 10:30 a.m., Commissioners Robert F.
Ellsworth and Larry M. Wortzel (Hearing Co-Chairs), presiding.

OPENING REMARKS OF CHAIRMAN ROGER W. ROBINSON, JR.

Chairman ROBINSON. All right. If we might begin. One of our
witnesses for this morning, Deputy Assistant Secretary Richard
Lawless, is on his way, and if we might, I'd like to begin with our
opening statements.

On behalf of the U.S.-China Economic and Security Review Com-
mission, I would like to welcome you to our public hearing. Our
focus today is on the political and military relationship between the
United States, China and Taiwan. My colleagues, Ambassador Rob-
ert Ellsworth and Larry Wortzel, will co-chair today’s hearing and
guide us through this important topic.

U.S. cross-Strait policy covers all aspects of our relationship with
China. It remains the key political and military flash point be-
tween the two countries, driving both China’s military moderniza-
tion efforts and U.S. military assistance to Taiwan. The Congress
made clear the importance of these issues by directing the Commis-
sion to assess, and I quote, “the triangular economic and security
relationship among the United States, Taipei, and Beijing, includ-
ing Beijing’s military modernization and force deployments aimed
at Taipei, and the adequacy of the United States’ Executive Branch
coordination and consultation with Congress on the United States
arms sales and defense relationship with Taipei.”

Recent developments have heightened tension in this trilateral
relationship. Taiwan President Chen Shui-bian’s decision to hold a
national referendum on China’s military build-up during next
month’s Presidential election has prompted strong rhetoric from
Beijing concerning a possible military response. At a minimum, it
appears likely to push Beijing to accelerate further its already sub-
stantial military modernization programs.

The proper response to these developments by the United States
is at the heart of our investigation today and, in fact, the broader
mission of the Commission.

Much of the debate about the rise of China since the early 1990s
has centered on how fast China’s economic and military capabilities
are increasing and how the United States should properly react to
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Beijing’s offensive build-up. This hearing will take this assessment
to the next level by examining what China might actually do mili-
tarily and politically in different scenarios. We will also look at the
historical underpinnings of U.S. cross-Strait policy—the Taiwan
Relations Act and the three Communiqués—and the parameters
set out for U.S. commitments to Taiwan.

At this juncture, it bears repeating a statement I made on this
subject at our December 4 hearing on “China Growth as a Regional
Economic Power: Impacts and Implications.” In response to Bei-
jing’s threatening rhetoric concerning Taiwan’s proposed
referenda—which has again been evidenced over the past week—
I noted that given this environment, the United States would be
well advised to maintain its long-standing unstated policy of not
actively supporting but also not opposing democratic moves in a di-
rection that Beijing perceives to be toward independence with a
goal of a peaceful outcome.

Moreover, it would be counterproductive and even perilous for
our government to allow us to be perceived as, in effect, endorsing
Beijing’s view of what constitutes a, quote, “provocation” in cross-
Strait relations.

In sum, China’s military modernization and its cross-Strait polit-
ical posture are central to the Commission’s mandate to assess the
national security implications of the U.S.-China economic relation-
ship. I look forward to our comprehensive discussion of these issues
today, and with that, I'd like to turn to the Commission’s Vice
Chairman Dick D’Amato for his opening statement.

[The statement follows:]

Prepared Statement of Chairman Roger W. Robinson, Jr.

On behalf of the U.S.-China Economic and Security Review Commission, I would
like to welcome you to our public hearing. Our focus today is on the political and
military relationship between the United States, China and Taiwan. My colleagues,
Ambassador Robert Ellsworth and Larry Wortzel, will co-chair today’s hearing and
guide us through this important topic.

U.S. cross-Strait policy colors all other aspects of our relationship with China. It
remains the key political and military flashpoint between the two countries, driving
both China’s military modernization efforts and U.S. military assistance to Taiwan.
The Congress made clear the importance of these issues by directing the Commis-
sion to assess “the triangular economic and security relationship among the United
States, Taipei and Beijing, including Beijing’s military modernization and force de-
ployments aimed at Taipei, and the adequacy of United States Executive Branch co-
ordination and consultation with Congress on United States arms sales and defense
relationship with Taipei.”

Recent developments have heightened tension in this trilateral relationship. Tai-
wan President Chen Shui-bian’s decision to hold a national referendum on China’s
military buildup during next month’s presidential election has prompted strong
rhetoric from Beijing concerning a possible military response. At a minimum, it ap-
pears likely to push Beijing to accelerate further its already substantial military
modernization programs. The proper response to these developments by the U.S. is
at the heart of our investigation today, and in fact the broader mission of the Com-
mission.

Much of the debate about the rise of China since the early 1990s has centered
on how fast China’s economic and military capabilities are increasing and how the
United States should properly react to Beijing’s offensive buildup. This hearing will
take this assessment to the next level—by examining what China might actually do
militarily or politically in different scenarios. We will also look at the historical
underpinnings of U.S. cross-Strait policy—the Taiwan Relations Act and the three
Communiqués—and the parameters they set out for U.S. commitments to Taiwan.

At this juncture, it bears repeating of a statement I made on this subject at our
December 4 hearing on “China Growth as a Regional Economic Power: Impacts and



3

Implications.” In response to Beijing’s threatening rhetoric concerning Taiwan’s pro-
posed referenda—which has again been in evidence over the past week—I noted
that given this environment, the United States would be well-advised to maintain
its long-standing unstated policy of not actively supporting, but also not opposing,
democratic moves in a direction that Beijing perceives to be toward independence
with the goal of a peaceful outcome. Moreover, it would be counterproductive, and
even perilous, for our government to allow itself to be perceived as in effect endors-
ing Beijing’s view of what constitutes a ‘provocation’ in cross-Strait relations.

In sum, China’s military modernization and its cross-Strait political posture are
central to the Commission’s mandate to assess the national security implications of
the U.S.-China economic relationship. I look forward to our comprehensive discus-
sion of these issues today.

OPENING REMARKS OF VICE CHAIRMAN C. RICHARD D’AMATO

Vice Chairman D’AMATO. Thank you very much, Mr. Chairman.
Let me join Chairman Robinson in welcoming everyone to what I
believe is one of the critical areas this Commission has been asked
by Congress to examine: the current cross-Strait military balance
and the resulting political implications for the United States.

The upcoming referendum vote in Taiwan and China’s rhetoric
in response make these issues as timely as ever. It has become ap-
parent that Washington rightly wants to avoid friction with Beijing
over Taiwan in the midst of joint efforts on terrorism and North
Korea with the Beijing regime. The U.S. is not keen on compli-
cating factors, political or other confrontation with China over the
cross-Straits relations.

Nonetheless, the proposed Taiwan referendum—a device that is
common among democracies, and I would note that Taiwan has be-
come a democracy—over China’s military build-up across the Strait
and China’s saber rattling make it necessary for the Executive
Branch and Congress to be very clear on where the United States
stands with regard to its commitments to Taiwan.

The role of the Congress in the development of U.S.-Taiwan pol-
icy is central and has been central. The TRA, the major legal un-
derpinning of our policy toward Taiwan over the years, of course,
was written almost wholly in the Congress during the Carter Ad-
ministration. We want to renew the adequacy of the consultative
procedures that are called for in that Act. I would note that former
Secretary of State Henry Kissinger and other major political fig-
ures in the Executive Branch since his time have guarded Taiwan
and China policy jealously as an exclusive domain of the Executive
Branch and in some ways, played a game of keep-away with the
Congress in terms of U.S.-China policy and U.S.-Taiwan policy, a
game which really needs to end.

We believe it is important for this hearing to look at the level
of consultation, therefore, between the Executive Branch and the
Congress envisioned by the Taiwan Relations Act—the governing
document of U.S.-Taiwan policy.

The TRA calls for Congress to exercise a unique role vis-a-vis
Taiwan. Congress is authorized to make specific determinations
jointly under that Act with the President as to Taiwan’s defense
needs and both the President and Congress are to determine appro-
priate action in the event there is any danger—I would emphasize
“jointly” determine appropriate action in the event there is any
danger to U.S. interests arising from a threat to Taiwan.

We want to know exactly how that joint decisionmaking process
is going to play out, what procedures are in place, what committees
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and how the leadership is consulted, and specifically in advance of
an emergency.

Today we’ll examine both the specifics of China’s military mod-
ernization programs, the implications for Taiwan and U.S. cross-
Strait policy and the role of the TRA as the foundation of this pol-
icy. The time is ripe for better Congressional-Executive coordina-
tion in an area of U.S. foreign policy where the stakes are so high
and past communications have been rather inadequate.

Thank you, Mr. Chairman.

[The statement follows:]

Prepared Statement of Vice Chairman C. Richard D’Amato

Let me join Chairman Robinson in welcoming everyone to what I believe is one
of the critical areas the Commission has been asked by Congress to examine—the
current cross-Strait military balance and the resulting political implications for the
United States. The upcoming referendum vote in Taiwan and China’s rhetoric in re-
sponse makes these issues as timely as ever.

It has become apparent that Washington wants to avoid friction with Beijing over
Taiwan. In the midst of joint efforts on terrorism and the North Korean nuclear cri-
sis, the U.S. is not keen on a political or other confrontation with China over cross-
Strait developments. Nonetheless, the proposed Taiwan referendum over China’s
military buildup across the Strait and China’s vociferous threats of retaliation make
it necessary for the Executive Branch and Congress to be clear on where the U.S.
stands with regard to its commitments to Taiwan.

The role of the Congress in the development of U.S.-Taiwan policy shouldn’t be
underestimated. We believe it is important for this hearing to look at the level of
consultation between the Executive Branch and Congress envisioned by the Taiwan
Relations Act (TRA)—the governing document of U.S.-Taiwan policy—and how such
consultation has played out in the twenty-five years since its enactment.

The TRA calls for Congress to exercise a unique role vis-a-vis Taiwan. Congress
is authorized to make specific determinations jointly with the President as to Tai-
wan’s defense needs and both the President and Congress are to determine appro-
priate action in the event there is any danger to U.S. interests arising from a threat
to Taiwan.

Today we will examine both the specifics of China’s military modernization pro-
grams, the implications for Taiwan and U.S. cross-Strait policy, and the role of the
TRA as the foundation for this policy. The time is ripe for better Congressional-Ex-
ecutive coordination in an area of U.S. foreign policy where the stakes are high and
past communication has been low.

Chairman ROBINSON. Co-Chairman Wortzel and then we're going
to turn it over to the Co-Chairman for this morning’s hearing, Am-
bassador Ellsworth.

OPENING REMARKS OF COMMISSIONER LARRY M. WORTZEL
HEARING CO-CHAIR

Co-Chair WORTZEL. Thank you, Mr. Chairman. Today, we’ll ex-
plore the issue of China’s military modernization and what that
means to the security of the United States and its relations with
Taiwan.

The Republic of China is a thriving democracy of more than 23
million people with a market economy. It’s the seventh largest
trading partner of the United States. The Taiwan Relations Act in
1979 mandates that the President of the United States provide ap-
propriate defensive services to Taiwan to meet the military threat
from the PRC.

As Section 3(a) of the Act states: “The United States will make
available to Taiwan such defense articles and defense services in
such quantity as may be necessary to enable Taiwan to maintain
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a sufficient self-defense capability,” and part of today’s hearing will
allow us to judge just what Taiwan may need to defend against.

Now, China represents a very different challenge for the United
States than did the Soviet Union. Certainly no ideological challenge
to Western liberal democracy and free enterprise from China. And
China has not built thousands of nuclear warheads with which to
attack the United States.

China and the United States are not fighting proxy wars around
the world. Nonetheless, China does present a strategic military
threat and a regional threat because of its nuclear and missile pro-
grams and its ability to attack U.S. deployed forces and U.S. allies.

Some systems acquired recently by China include advanced fight-
er aircraft, Kilo-class submarines equipped with CLIB-long range
anti-ship missiles and electro-optical and radar satellites.

Now, I think there’s encouraging evidence that the U.S. strategy
of engagement and trade with China is working. A middle class is
forming in the country, and as people begin to own homes and
businesses and travel for pleasure, they’re increasingly less sup-
portive of Beijing’s military policies including the Chinese Com-
munist Party’s insistence that Taiwan be taken by force if nec-
essary.

Nonetheless, China remains a one-party state, dominated by a
Communist Party that represses its own people and maintains the
capacity to coerce its regional neighbors. I'd like to mention one
major area of concern for us here in the Commission, and that’s the
trade in sophisticated technologies.

While many of these technologies are civilian in nature and have
improved China’s standard of living, elements of these technologies
can be used against the United States.

Another important issue is weapons in space. For some time
now, China has spearheaded an international movement to ban
conventional weapons from space, and I refer here to space-based
missile defenses, and has introduced a draft treaty at the United
Nations to outlaw the deployment of such weapons.

At the same time, Beijing quietly continues to develop its own
space-based weapons and tactics to destroy American assets. Its
strategy is to blunt American military superiority by limiting and
ultimately neutralizing America’s existing defense assets and
frankly to forestall the deployment of new technology that many
experts believe would provide the best protection for the United
States and its allies against ballistic missile attack.

The PLA’s military planners are convinced that America’s
strength can become its Achilles heel, and by strength I refer spe-
cifically to command, control, communications, computers, intel-
ligence, surveillance and reconnaissance, the knowledge of what’s
going on in the world and on the battlefield.

And the PLA believes that if China can neutralize or destroy our
space assets in particular, American forces will lose a critical ad-
vantage leaving them more vulnerable to China’s larger but far
less advanced military.

I thank all of you for being here, and I thank the Chairman for
his time.

[The statement follows:]
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Prepared Statement of Commissioner Larry M. Wortzel
Hearing Co-Chair

Today we will explore the issue of China’s military modernization and what it
means to the security of the United States and its relations with Taiwan. Taiwan
is a thriving democracy of more than 23 million people with a market economy. It
is the seventh-largest trading partner of the United States. The Taiwan Relations
Act of 1979 mandates, that the President of the United States provide appropriate
defensive services to Taiwan to meet the military threat from the PRC.

Fortunately, China is not, and is unlikely to be, a strategic military threat the
way the Soviet Union once was. There is some encouraging evidence that the U.S.
strategy of engagement and trade with China is working. A middle class is forming
in the country and, as people begin to own homes and businesses and travel for
pleasure, they increasingly are less supportive of Beijing’s military policies, includ-
ing the Chinese Communist Party’s insistence that Taiwan be taken (by force, if
necessary).

I would, however, like to mention one area of concern—that is the trade in sophis-
ticated technologies. While these technologies are civilian in nature and have im-
proved China’s standard of living—elements of these technologies can be used
against the United States. For example the issue of weapons in space—for some
time now, China has spearheaded an international movement to ban conventional
weapons from space and has introduced a draft treaty at the United Nations to out-
law the deployment of space-based weapons. At the same time, Beijing quietly con-
tinues to develop its own space-based weapons and tactics to destroy American mili-
tary assets. Its strategy is to blunt American military superiority by limiting and
ultimately neutralizing its existing space-based defense assets, and to forestall de-
ployment of new technology that many experts believe would provide the best pro-
tection from ballistic missile attack.

These lessons have convinced PLA military planners that America’s strength can
become our Achilles heel. If they can neutralize or destroy our space assets, Amer-
ican forces will lose a critical advantage, leaving them far more vulnerable to Chi-
na’s larger but less-advanced military.

Chairman ROBINSON. Thank you. Co-Chairman Ellsworth.

OPENING REMARKS OF AMBASSADOR ROBERT F. ELLSWORTH
HEARING CO-CHAIR

Co-Chair ELLSWORTH. Thank you, Mr. Chairman. We've been
asked by Congress to look into the impact of China’s military and
modernization programs on U.S. national security. We’ve also been
asked to delve into the current status of the Taiwan Relations Act.
This one Act has guided U.S.-China and U.S.-Taiwan relations
since 1979 and a review of its continuing validity to support U.S.
nﬁtional security is in order. So that’s a big part of what we're
about.

There are many long-range issues that face both the United
States and China. China is seen by many as an economic power-
house that has the potential to translate its economic power into
military power. We in the United States have the potential to
translate our global military and economic power into cooperation.
The eventual reunification of North and South Korea, the emer-
gence of China as a regional power, its national policy concerning
military unification if necessary—all these are issues that the
United States must address.

Specifically now is the time to do some hard thinking about Tai-
wan. The United States is faced with a number of difficult deci-
sions. For example, what is the extent of U.S. willingness to mili-
tarily support Taiwan in the face of our military operations in the
Middle East and in the face of Chinese acquisition of the types of
weapons and systems that would permit it to conduct modern oper-
ations against U.S. military forces in East Asia? Specifically, weap-
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ons necessary to conduct anti-carrier operations critical to any U.S.
defense of our interest in the western Pacific.

China’s continued ballistic missile and nuclear warhead develop-
ment programs remain a concern. The approximately 500 missiles
opposite Taiwan and the annual increase in numbers are vital stra-
tegic issues to the United States.

Finally, President Chen Shui-bian’s continued pursuit of a secu-
rity referendum and his recent comments about establishing a re-
ported demilitarized zone with China all have increasingly stressed
relations between Taiwan, China and the United States.

Today, during the whole day, we will be hearing from a variety
of experts, experts on the Taiwan Relations Act, its implication and
development, as well as researchers of China’s military programs.

[The statement follows:]

Prepared Statement of Ambassador Robert F. Ellsworth
Hearing Co-Chair

Today the Commission is holding a significant hearing on the Taiwan Relations
Act and China’s military modernization programs. We have been asked by the Con-
gress to look into the impact China’s military modernization programs will have on
U.S. national security. Additionally, we have been asked to delve into the current
status of the Taiwan Relations Act. This one Act has guided U.S.-China and U.S.-
Taiwan relations since 1979 and a review of its continuing validity to support U.S.
national security is in order.

There are many long-range issues that face both the United States and China.
China is seen by many as an economic powerhouse that has the potential to trans-
late its economic power into military power. The United States has the potential to
translate global military and economic power into cooperation. The eventual reunifi-
cation of North and South Korea, the emergence of China as a regional power, its
national policy concerning military unification if it’s necessary, are all issues that
the United States must address.

Now is the time to do some hard thinking about Taiwan. The United States is
faced with many difficult decisions, for example, what is the extent of U.S. willing-
ness to militarily support Taiwan in the face of Chinese acquisition of the types of
weapons and systems that would permit it to conduct modern operations against
U.S. military forces. Specifically weapons necessary to conduct anti-carrier oper-
ations critical to any U.S. defense of our interests in East Asia. China’s continued
ballistic missile and nuclear warhead development programs remain a concern. The
approximately 500 missiles opposite Taiwan and the annual increase in numbers
are vital strategic issues to the United States. Finally, President Chen Shui-bian’s
continued pursuit of a security referendum and his recent comments about estab-
lishing a reported demilitarized zone with China all have increasingly stressed rela-
tions between Taiwan, China, and the United States.

Today we will be hearing from a variety of experts, experts on the Taiwan Rela-
tions Act, its implementation and development as well as researchers of China’s
military programs.

PANEL I: ADMINISTRATION VIEWS—U.S.-CHINA-TAIWAN
TRILATERAL RELATIONSHIP

Co-Chair ELLSWORTH. Our first panel this morning will examine
the Administration’s current views of the trilateral relationship
among the United States, China and Taiwan. We hope also to ad-
dress this morning the Defense Department’s assessment of the
qualitative military balance between China and Taiwan. We'll dis-
cuss China’s focused military activities against Taiwan and if, in
fact, the PLA has put together a strategic plan to accomplish mili-
tary unity with Taiwan.

This morning we are honored to have Mr. Richard Lawless, Dep-
uty Assistant Secretary of Defense for Asian and Pacific Affairs.
Mr. Lawless assumed his position October 2002. He received his
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B.S. in international relations from Bradley University School of
International Studies and studied Korean at the Defense Language
Institute in Monterey, California.

And Mr. Randy Schriver, Deputy Assistant Secretary of State for
East Asian and Pacific Affairs. He’s responsible for the PRC, Tai-
wan, Mongolia and Hong Kong. Prior to his current position with
the East Asia Bureau, Mr. Schriver served for nearly two years as
Chief of Staff and Senior Policy Advisor to Deputy Secretary of
State Richard Armitage.

Welcome, gentlemen. Let me explain the procedure. We are ask-
ing each of you to make a preliminary statement. We thank you
for your texts, which we have. You should use about seven minutes
for each of your original statements, and then five minutes for each
Commissioner in turn to ask you questions and to have you an-
swer. What I'm saying is five minutes for the question and the an-
swers. I know that’s not entirely up to you, but the cutoff will be
five minutes. But first we look forward to your statements, one
after another, before we go to questions from up here.

Mr. Lawless, would you like to go first, and Mr. Schriver, would
you like to follow? Okay. Please.

STATEMENT OF RICHARD P. LAWLESS
DEPUTY ASSISTANT SECRETARY OF DEFENSE
ASIAN AND PACIFIC AFFAIRS

Mr. LAWLESS. Good morning, Mr. Chairman and Members of the
Commission. I'd like to begin my statement by apologizing for being
somewhat tardy. I did miss the opening statement by the Chair-
man, and I apologize for that. My embarrassment is doubly impor-
tant here because this is an issue, the subject to this panel, that
we at the Department of Defense take extremely seriously, and we
certainly look forward today to responding to the questions and in-
deed have taken very careful note of the letter that was sent to us
inviting us here today.

I will begin with a brief statement. I'll attempt to limit it to the
time required. However, I may run over a little bit in that we have
attempted to incorporate in this statement specific responses to
your letter, and you did pose a lot of very specific questions to us.
So I'll run right along with this if I might.

First of all, again, thank you for the opportunity to speak to you
regarding the security situation in the Taiwan Strait. It’s especially
important to address these issues, we believe, as we enter a critical
election period on Taiwan. In the interest of reserving time, again
I will attempt to cover many of the questions that you raised in
your letter to us.

First of all, a general statement. The overarching U.S. goal, of
course, is to preserve peace and stability in the Asia-Pacific region.
The policy of the United States toward Taiwan and the PRC is in-
tegral to this goal. We maintain our obligations toward Taiwan as
stipulated in the Taiwan Relations Act, not only because it is the
law of the land, but also because it’s good policy.

We also seek to maintain fair and balanced relations with China
and the Chinese defense establishment, also because it’s good pol-
icy to do so. These two approaches are complementary, and we
work very hard to make sure that they are indeed complementary
and support our often-stated interest that the PRC and Taiwan
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should peacefully resolve their differences. A constructive and
peaceful Taiwan-PRC dialogue serves the interests of all the par-
ties and is a major element, we believe, in achieving long-term re-
gional peace and stability.

Turning to U.S. support for Taiwan’s defense, the United States
Government has engaged with Taiwan in several ways to ensure
that the United States is prepared appropriately to implement rel-
evant sections of the Taiwan Relations Act. I should add here that
this has been an absolute consuming interest of the team that we
have at the Department of Defense today, and it is something that
we address on an absolutely continuing basis.

The United States actively monitors the security situation in the
Taiwan Straits. We make available articles and services to Taiwan
to ensure that it can maintain a sufficient self-defense capability.
We work with Taiwan on a series of non-hardware related initia-
tives to address perceived shortcomings in Taiwan’s readiness, and
we maintain capabilities to assist in the defense of Taiwan if so re-
quired.

To maintain the peace in the Taiwan Strait, President Bush has
made it clear that the United States opposes the unilateral trans-
formation of Taiwan’s status whether through the use of force or
a declaration of independence. The preservation of Taiwan’s democ-
racy depends on effectively balancing these two goals while pro-
viding Taiwan with the support it needs to deter PRC coercion.

The TRA stipulates that “the United States will make available
to Taiwan such defense articles and services and in such quantity
as may be necessary to enable Taiwan to maintain a sufficient self-
defense capability.” The TRA states that “the President and the
Congress shall determine the nature and quantity of such defense
articles and services based solely upon their judgment of the needs
of Taiwan in accordance with procedures established by law.”

The TRA further asserts that “such determination of Taiwan’s
defense needs shall include a review by the United States military
authorities in connection with recommendations to the President
and the Congress.”

One of your parties has already referenced Section 2(b) of the
TRA, and I will not read that to you because that’s a very well es-
tablished piece of U.S. policy.

The United States takes its obligations to assist Taiwan in main-
taining a self-defense capability very seriously. The Bush Adminis-
tration’s national security strategy that calls for a, quote, “building
a balance of power that favors freedom” identifies the spread and
protection of freedom and democracy as a national security objec-
tive of the United States.

Taiwan’s development into a true multi-party democracy over the
past decade has strengthened America’s commitment to its defense.
As long as Taiwan has a capable defense, the environment will be
more conducive to peaceful dialogue, and thus the region as a
whole will be more stable.

Taiwan’s challenges. As it enters the 21st century, Taiwan faces
significant challenges. First, the PRC’s ambitious military mod-
ernization casts a cloud over Beijing’s declared preference for re-
solving differences with Taiwan through peaceful means. Taiwan
faces an increasingly powerful PRC with an accelerated military
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modernization program, which is designed to improve China’s force
options versus Taiwan and it is designed to deter and counter U.S.
military intervention.

This modernization is focused on exploiting vulnerabilities in
Taiwan’s national and operational-level command and control sys-
tem, its integrated air defense system, and Taiwan’s reliance on
sea lines of communication for sustenance. As the PRC rapidly
modernizes its military in order to provide its leadership with cred-
ible options for the use of force, Taiwan’s relative military strength
will deteriorate, unless——

Co-Chair ELLSWORTH. Mr. Lawless.

Mr. LAWLESS. Yes.

Co-Chair ELLSWORTH. Under the seven-minute rule, you have a
couple of more minutes, and you’re a long way from the end of your
splendid statement.

Mr. LAWLESS. I will encapsulate and move very quickly, if that’s
all right.

Co-Chair ELLSWORTH. Thank you so much.

Mr. LAWLESS. Okay. If I may repeat, as the PRC rapidly modern-
izes its military in order to provide its leadership with credible op-
tions for the use of force, Taiwan’s relative military will deteriorate
unless Taiwan makes sufficient investments in its own defense.

As the PRC accelerates its force modernization program, Taiwan
remains isolated in the international community, especially in the
area of security cooperation. Although several states quietly col-
laborate with Taipei on security matters, the United States is alone
in its political courage, strategic imperative and sense of moral re-
sponsibility in assisting Taiwan.

Taiwan is therefore challenged. These challenges are serious but
not insurmountable. Our defense relationship with Taiwan seeks to
reverse negative trends in its ability to defend itself, possibly obvi-
ating the need for massive U.S. intervention in a crisis scenario
and allowing Taiwan’s political leaders to determine the island’s fu-
ture from a position of strength.

If deterrence fails, Taiwan, as supported by the U.S. and its al-
lies, must be prepared to swiftly defeat the PRC’s use of force.

It is important to reiterate our belief that any improvements in
the U.S.-PRC bilateral relationship as we look at our bilateral rela-
tionship with China is not a zero-sum game. Any improvement in
our bilateral relationship should not and will not come at Taiwan’s
expense, but rather serve to prevent possible misperceptions and
promote restraint.

Taiwan will be a primary beneficiary of the regional peace and
stability fostered by a positive U.S.-Beijing relationship.

With that, I'll conclude my statement.

[The statement follows:]

Statement of Richard P. Lawless
Deputy Assistant Secretary of Defense, Asian and Pacific Affairs

Introduction

Good afternoon Mr. Chairman and Members of the Commission. Thank you for
this opportunity to speak to you about the security situation in the Taiwan Strait.
It is especially important to address these issues as we enter a critical election pe-
riod on Taiwan. In the interest of reserving time to answer any questions you may
have, I have prepared a statement that specifically addresses your interest in the
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views of the Department of Defense toward the U.S.-China-Taiwan trilateral rela-
tionship.

The overarching U.S. goal is to preserve peace and stability in the Asia-Pacific
region. The policy of the United States toward Taiwan and the PRC is integral to
this goal. We maintain our obligations toward Taiwan as stipulated in the Taiwan
Relations Act, not only because it is law but because it is good policy. We also seek
to maintain fair and balanced relations with China’s defense establishment, also be-
cause it is good policy. These two approaches are complementary and support our
often-stated interest that the PRC and Taiwan peacefully resolve their differences.
A constructive and peaceful Taiwan-PRC dialogue serves the interest of all the par-
ties and is a major element in achieving long-term regional peace and stability.

U.S. Support for Taiwan’s Defense

The United States Government is engaged with Taiwan in several ways to ensure
the United States is prepared appropriately to implement relevant sections of the
Taiwan Relations Act (TRA). The United States actively monitors the security situa-
tion in the Taiwan Strait, makes available articles and services to Taiwan to ensure
it can maintain a sufficient self-defense capability, works with Taiwan on a series
of non-hardware related initiatives to address shortcomings in Taiwan’s readiness,
and maintains capabilities to assist in the defense of Taiwan if required. To main-
tain the peace in the Taiwan Strait, President Bush has made clear that the United
States opposes the unilateral transformation of Taiwan’s status, whether through
the use of force or a declaration of independence. The preservation of Taiwan’s de-
mocracy depends on effectively balancing these two goals, while providing Taipei the
support it needs to deter PRC coercion.

The TRA stipulates that “the United States will make available to Taiwan such
defense articles and services in such quantity as may be necessary to enable Taiwan
to maintain a sufficient self-defense capability.” The TRA states that “the President
and Congress shall determine the nature and quantity of such defense articles and
services based solely upon their judgment of the needs of Taiwan, in accordance
with procedures established by law.” The TRA further asserts that “such determina-
tion of Taiwan’s defense needs shall include review by United States military au-
thorities in connection with recommendations to the President and the Congress.”
Section 2(b) states:

It is the policy of the United States to consider any effort to determine the future
of Taiwan by other than peaceful means, including by boycotts or embargoes, a
threat to the peace and security of the western Pacific area and of grave concern
to the United States; to provide Taiwan with arms of a defensive character; and
to maintain the capacity of the United States to resist any resort to force or other
forms of coercion that would jeopardize the security, or the social or economic sys-
tem, of the people of Taiwan.

The United States takes its obligation to assist Taiwan in maintaining a self-de-
fense capability very seriously. The Bush Administration’s National Security Strat-
egy that calls for “building a balance of power that favors freedom” identifies the
spread and protection of freedom and democracy as a national security objective of
the United States. Taiwan’s development into a true multi-party democracy over the
past decade has strengthened America’s commitment to its defense. As long as Tai-
wan has a capable defense, the environment will be more conducive to peaceful dia-
logue, and thus the whole region will be more stable.

Taiwan’s Challenges

As it enters the 21st century, Taiwan faces significant challenges. First, the PRC’s
ambitious military modernization casts a cloud over Beijing’s declared preference for
resolving differences with Taiwan through peaceful means. Taiwan faces an increas-
ingly powerful PRC with an accelerated military modernization program aimed at
improving its force options versus Taiwan, and deterring or countering United
States military intervention. This modernization is focused on exploiting vulnerabili-
ties in Taiwan’s national- and operational-level command and control system, its in-
tegrated air defense system; and reliance on sea lines of communication for suste-
nance. As the PRC rapidly modernizes its military in order to provide its leadership
with credible options for the use of force, Taiwan’s relative military strength will
deteriorate, unless it makes significant investments into its defense.

As the PRC accelerates its force modernization program, Taiwan remains isolated
in the international community, especially in the area of security cooperation. Al-
though several states quietly collaborate with Taipei on security matters, the United
States stands alone in its political courage, strategic imperative, and sense of moral
responsibility in assisting the security of Taiwan’s democracy. Taipei’s isolation lim-
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its choices on procurement and force modernization. Taiwan’s isolation also con-
strains its ability to exploit technological, organizational, and doctrinal aspects of
the ongoing global military transformation. Finally, its isolation creates uncertain-
ties with regard to procurement of foreign weapon systems, which in turn com-
plicates development of a long term, coherent force modernization strategy.

Taiwan’s defense establishment faces a wide array of other challenges as it at-
tempts to keep pace with developments across the Taiwan Strait. Economic trends,
the domestic debate over defense strategy, national identity issues, service paro-
chialism, all complicate Taiwan’s force modernization, training, and jointness. As
opinion polls consistently indicate a lack of popular concern about attack from
China, Taiwan is faced with an increasingly constrained defense budget. Over the
last 10 years, Taiwan’s defense budget has shrunk in real terms and as a proportion
of its gross domestic product (GDP).

Overcoming Challenges

These challenges are serious, but not insurmountable. Our defense relationship
with Taiwan seeks to reverse negative trends in its ability to defend itself, possibly
obviating the need for massive U.S. intervention in a crisis, and allowing Taiwan’s
political leaders to determine the island’s future from a position of strength. If de-
terrence fails, Taiwan, supported by the U.S. and its allies, must be prepared to
swiftly defeat the PRC’s use of force.

The United States maintains an active dialogue with Taiwan’s defense authorities
to better understand their current capabilities and future requirements, and to as-
sist Taiwan in improving its defense. Since 1997, the Department of Defense has
conducted more than a dozen studies, reports, assessments, and surveys that have
evaluated Taiwan’s legitimate defense needs.

Armed with a solid base of knowledge and consistent with our legal obligations
under the Taiwan Relations Act, the U.S. is assisting Taiwan to create a profes-
sional, civilian-controlled defense establishment that is modern, joint, and able to
function effectively should it be required to defend itself. DoD is supporting Taiwan
in developing an integrated national security strategy; joint doctrine; and integrated
capabilities for training, employing, and sustaining joint forces.

Taiwan has succeeded in focusing attention on critical steps that must be taken
in order to enhance Taiwan’s defense in the next 3-5 years. For the first time in
10 years, Taiwan has increased its defense budget as a proportion of its gross do-
mestic product. It has taken positive steps to modernize its C4ISR system and un-
dercut the political and military utility of the PRC’s most effective means of coer-
cion—its growing arsenal of increasingly accurate and lethal conventional ballistic
missiles and ever more capable submarine force. It has invested in passive defense
systems, streamlined its military force, addressed pilot shortages, and drafted and
implemented a detailed plan for the recruitment and retention of civilian personnel.

While modernizing its force in a focused manner, there is still progress to be
made. We believe that Taiwan should devote greater resources to readiness, includ-
ing personnel management, logistics, maintenance, and training. Taiwan should fur-
ther strengthen its strategy and force planning processes, and develop the means
to identify and correct deficiencies. We also suggest that Taiwan enhance interoper-
ability among its Services, and with the United States and other potential security
partners. We also believe that it should better protect classified information and en-
force strict discipline it its executive and legislative interaction with the media.

China and U.S.-Taiwan Defense Relations

Our deepening defense cooperation with Taiwan is a direct result of Beijing’s in-
creasingly threatening military posture. The PLA’s growing sophistication, including
its efforts to complicate U.S. intervention, calls for more consistent strategic harmo-
nization between the U.S. and Taiwan to improve Taiwan’s ability to defend itself
and reduce the danger to U.S. forces should intervention become necessary. The
U.S. Government’s ability to use a wide range of security assistance tools consistent
with the nature of the U.S.” unofficial relations with Taiwan can help it improve its
defenses, and, should U.S. intervention be necessary, reduce the risk to U.S. forces.

In all our dialogues, we make clear to the PRC that we will continue to support
Taiwan in its legitimate defense needs not only because it is required by U.S. law,
but also because it serves the wider interests of peace and stability in the region.
We also have made clear that we support only a peaceful resolution of the Taiwan
issue, and regard any attempt to resolve the issue by other than peaceful means,
or any other action that threatens regional stability, to be of grave concern to the
United States. Similarly, the U.S. Government believes that its commitment to a
one-China policy and opposition to any moves by Taiwan unilaterally to change the
status quo are keys to maintaining the peace. Nobody should mistake increasing
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U.S. support for Taiwan’s security as an endorsement of Taiwan independence. We
seek to preserve a stable, secure environment that helps the people on both sides
of the Strait to resolve their differences peacefully.

It is important to reiterate our belief that any improvements in the U.S.-PRC bi-
lateral relationship are not zero-sum: they will not come at Taiwan’s expense, but
rather serve to prevent possible misperceptions and promote restraint. Taiwan will
be a primary beneficiary of the regional peace and stability fostered by positive
Washington-Beijing relations.

Ultimately, the U.S. position is that the Taiwan issue is for people on both sides
of the Strait to resolve. This remains the best approach and our policy must remain
consistent in this regard. Indeed, this is the only long-term guarantee of a peaceful
and durable solution across the Taiwan Strait. It is also a necessary element in
guaranteeing long-term peace and stability in East Asia.

Co-Chair ELLSWORTH. We want to be very lenient with you be-
cause of the importance of what you’re saying here, but we’ll now
interrupt and see if we have some questions from the Commis-
sioners. No, we’ll go to Mr. Schriver and then we’ll come back to
you and we’ll invite you at that time to say whatever you want to
in addition to what you’ve said because this statement is a very im-
portant statement. Thank you.

Mr. Schriver.

STATEMENT OF RANDALL G. SCHRIVER
DEPUTY ASSISTANT SECRETARY OF STATE
EAST ASITAN AND PACIFIC AFFAIRS

Mr. SCHRIVER. Good morning. Mr. Chairman and Commissioners,
thank you again for the opportunity to be here with you today to
talk about a very important topic. I'll focus my remarks on the
cross-Strait relationship and the Administration’s view of it and
our approach to try to foster an environment conducive to peace
and stability.

As Mr. Lawless mentioned, our overriding objective, and, in fact,
I think its fair to say the overriding objective of seven consecutive
Administrations from both parties over the course of three decades
has been and remains to be to preserve peace and stability in the
Taiwan Strait.

In this regard, we maintain our one China policy, our one China
policy as defined by the three Joint Communiqués and the Taiwan
Relations Act. There are other elements that support this policy
such as our strong opposition to the use of force, our non-support
for Taiwan independence, and our support for the six assurances.

This approach coupled with our forward-deployed forces in the
region have helped to create a peaceful environment which has al-
lowed the people on both sides to benefit from an economic rela-
tionship and people-to-people ties, and we’ve actually seen that in-
crease over the last several years.

Second, I'd note that there is a stated intent on both sides of the
Strait to seek a peaceful resolution of this, and I think that re-
mains important. This has been an element that has been, I think,
under appreciated recently because of the absence of a cross-Strait
dialogue, but we need to do what we can to help the two sides get
back to a point where they can talk with one another directly be-
cause that is really the key to any hope for a peaceful solution is
to have the two sides talk to one another.

Third, it’s very important to note publicly and privately at every
opportunity that we support Taiwan’s democracy. We admire, we're
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proud of what’s been accomplished there, and we applaud the
democratic evolution in Taiwan, particularly noting the peaceful
transfer of power for the first time from one party to another in
the 2000 election.

We expect this upcoming election—in fact, we’re well into the
heat of it—to be a heated contest and a hard-fought campaign, and
we look forward to working with whoever wins this campaign, ei-
ther party, the President and the Vice President.

Fourth, as Mr. Lawless stated, the military modernization pro-
gram of the Chinese is of very high interest to the United States
and of concern. We can say that some elements of this program you
could describe as natural. Any country wants to take steps to de-
fend itself and protect interests, but clearly there’s elements that
exceed that normal expectation and trouble us in that it certainly
gives the appearance there is a desire to have a capability for
power projection, a capability to use the military as a means to in-
timidate, coerce Taiwan and potentially if asked to do so by polit-
ical leaders, address that situation through use of the military.

So there are many aspects of the Chinese military modernization
that are troubling to us, and I'd leave the details for discussion,
and I think Mr. Lawless has already mentioned some. I'll just men-
tion one.

I think the missile deployment is of most significant concern.
Just given the overwhelming size of the deployment and the rapid
pace with which the Chinese have been proceeding with those de-
ployments. We’ve made clear our position on the use of force. China
should renounce the use of force to solve this issue. The military
build-up contributes to tensions and it doesn’t lead us in the direc-
tion of a peaceful resolution.

I do want to also mention the referenda as was mentioned in
opening statements because I know it’s of great interest, and I do
want to be clear. We support referenda in principle. As noted, this
is a normal tool for democracies. It should be a tool available to
Taiwan. It’s in Taiwan’s constitution—the word “referendum” and
the ability to use it to settle certain questions.

I think we have some questions about this particular proposal.
Deputy Secretary Armitage most recently addressed this in public
because we observe that normally democracies would turn to a ref-
erendum to settle difficult and divisive issues, and referendum nor-
mally have a bottom up sort of appearance.

These two questions that we understand are under consideration
don’t seem to fall into that category of difficult and divisive, and
therefore I think does raise some legitimate questions about the
motives involved.

I think it’s also important to note that irrespective of a ref-
erendum, we have opinions on these two questions. We have opin-
ions, and I think Mr. Lawless can go into detail about the first
question on whether or not Taiwan should take steps to address
the missile threat through increased defense spending. We think
that’s an absolute yes, and of course, the second question, should
there be a framework for peace and stability in the cross-Strait en-
vironment, absolutely.

So whether or not these questions are turned over to the public
for their opinion, we have opinions on this, and we think it re-
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quires leadership from both sides of the Strait to address these
questions.

In conclusion, I want to note what the President said on Decem-
ber 9. It had an important message, but it had an important mes-
sage for both sides. To the Chinese, the message is very clear that
we oppose the use of force to address and to attempt to resolve the
cross-Strait situation. To the Taiwan side, of course, it also ad-
dresses our concerns that there may be interest in taking steps
that unilaterally change the status quo in the political sense.

So this was an important statement. It’s been supportive of our
overall policy and it has been a consistent line that we’ve had and
will continue to sustain.

Thank you for your time and for having me here again this
morning, and I look forward to your questions.

[The statement follows:]

Statement of Randall G. Schriver
Deputy Assistant Secretary of State, East Asian and Pacific Affairs

Good morning. Thank you, Mr. Chairman, for the opportunity to address the Com-
mission on the issue of Chinese military modernization and its relation to recent
developments in cross-Strait relations. I am pleased to be here with Deputy Assist-
ant Secretary Richard Lawless who is particularly well qualified to address many
of the concerns you might have about the issue of China’s military modernization.
For my part, I will focus on the cross-Strait relationship and the Administration’s
view of it, in light of the steadily increasing capability of the People’s Liberation
Army.

First, our objective has been consistent for more than three decades and through
seven Administrations of both parties: to preserve peace and stability in the region.
In this regard, we maintain our one China policy, based on the three Joint
Communiqués and the Taiwan Relations Act. This approach, coupled with our for-
ward deployed forces in the region, has helped create a peaceful environment in
which mutually beneficial economic and people-to-people ties have expanded dra-
matically across the Strait in recent years.

Second, I would note that political leaders on both sides of the Strait have ex-
pressed their desire to seek a peaceful resolution of their differences. The problem
has been that at the most important senior levels, they have not been talking with
one another. The Administration has encouraged Beijing and Taipei to find some
way to enter into direct communication, without the kinds of preconditions that
have been discussed previously.

Third, America stands firmly behind democracy in Taiwan. We applaud the evo-
lution of Taiwan’s democratic experience and the presidential elections in 2000
which led, for the first time, to the peaceful transfer of power from one party, the
Nationalist Party or Kuomintang, to another, the Democratic Progressive Party or
DPP.

We expect a similarly hard fought, democratically contested election on March 20.
We are committed to working with the democratically elected President and Vice
President of the next government of Taiwan, whoever they may be.

Fourth, military modernization has been high on China’s list of priorities since
the start of its economic reform more than 25 years ago, but, for the most part, has
been closely tied to China’s main domestic agenda, rapid economic development.
Many of the efforts China has made at streamlining and professionalizing its mili-
tary, upgrading its capabilities, improving command and control functions have
been the natural and logical outgrowth of a nation that seeks to ensure its borders
are safe from threat and that it can defend its interests in an uncertain world.

However, there are some aspects of Chinese military modernization—command
and control, naval and amphibious upgrades, missile placement, especially as it is
and other deployments and investments directed at improving the PRC’s capability
to target Taiwan. We do not take for granted that the PRC may ultimately elect
to use force to settle cross-Strait differences, and we have made our position on the
use of force clear to China, both publicly and privately. With regard to all of these
capabilities, the State Department, along with other USG agencies, has pointed out
that the military buildup contributes to tensions, which in turn lead to distrust on
both sides. Let me note that we have been especially concerned about the PRC’s de-
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ployment of ballistic missiles along its Eastern seaboard. Such a deployment is in-
herently destabilizing. We have raised the issue of Taiwan-targeted missiles with
the PRC at the highest levels and continue to do so regularly. I want to assure you
that we are going to do our utmost to make sure that there isn’t any kind of conflict
in the Taiwan Strait area.

I know that you are also interested in our view of the recent referenda, which
President Chen Shui-bian has offered for consideration by the voters concurrent
with the March 20 election. We support referenda in principle; they are tools that
all democratic countries use to gauge the sentiments of the people, though it’s usu-
ally the case that you have these referenda coming from the bottom rather than
drawn up by the top.

As the Deputy Secretary said in Beijing, referenda are generally reserved for very
difficult and divisive issues, but the wording of these referenda is neither difficult
nor particularly divisive. The Secretary of State has noted that we are still studying
the text of President Chen’s proposed referenda. We do not endorse any particular
referendum or phrasing, but we will wait to see the context, and how it is used do-
mestically in Taiwan.

In conclusion, both sides of the Strait need to reflect on the President’s December
9 statement, during the visit of PRC Premier Wen Jiabao. The U.S. does not support
Taiwan independence and opposes unilateral attempts, by either side, to change the
cross-Strait status quo. We can’t get much clearer than that, no matter how many
}‘imes we are asked to reiterate it, no matter how many requests we have for clari-
ication.

Mr. Chairman, that concludes my prepared remarks and I would be happy to take
questions from you and your fellow Commissioners.

Panel I: Discussion, Questions and Answers

Co-Chair ELLSWORTH. Thank you, Mr. Schriver, and thank you
again, Mr. Lawless. Commissioner D’Amato has a question.

Vice Chairman D’AMATO. Thank you, Mr. Chairman, and thank
you for your testimony on this rather important matter. I have a
question on the missile deployment and the referenda. I note in
your testimony, Mr. Lawless, that you refer to the opinion polls in
Taiwan as showing a lack of overall concern among the population
as to the level of threat or the attack from China, that there is
some level not a high level of concern.

On the other hand, I think our evaluation of the missile deploy-
ment, as Mr. Schriver mentions, is that certainly it’s a threatening
deployment; it’s overlarge. One wonders why.

Let me ask you this. Does not it seem logical—it seems logical
to me—does it not seem logical to you that a leadership looking—
in a democracy, looking at the missile deployment, it certainly
would be within the realm of understandability that they would
want to call attention to that via some mechanism. Something like
a referenda in a democracy is a well-known tool in order to engage
its population as to the level of threat that you all have said this
represents, that it seems to us it represents. That this is certainly
a reasonable and appropriate mechanism, and that, as I under-
stand the Administration, does not—and tell me if I'm wrong—in-
terpret that referenda as an attempt at declaration of independence
or an exercise of sovereignty, but does, in fact, address a very real
issue confronting Taiwan. If I were a citizen of Taiwan, I would
consider a very real issue confronting me to see this very large mis-
sile deployment. How would you react to that—my statement?

Mr. Lawless. I'd like both of you to actually, if you would.

Mr. LAWLESS. I'm going to leave a little bit of the interpretation
of the politics to the State Department. However, I would like to
note that the reason that we mentioned in the prepared statement
our concerns about Taiwan’s ability to mobilize and indeed focus on
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the threat is really a function of the participatory democracy that
they have moved into this phase.

We now, as we interact with the Taiwanese, find it a much more
complex series of relationships that we have to deal with. We have
a Legislative Yuan that’s highly involved now in the defense proc-
ess including the appropriations and budgeting process, which has
become a multi-year fairly complicated situation.

We have a defense establishment which is essentially attempting
to morph itself very quickly and perhaps on a faster timeline than
our own defense establishment was able to morph itself into both
a civilian bureaucracy and bring itself into a joint or a joint status,
if you will.

So there are activities going on within Taiwan that are, in fact,
favored by us. Certainly the evolution of the defense establishment
is favored by us just simply for pure decisionmaking issues as well
as interacting with the Legislative Yuan and the Executive Yuan.

These issues complicate, I believe, a national consensus so the
issue that you raise and the issue that we raise here in focusing
the government’s ability to focus the people on the necessity of a
sufficient defense budget is extremely important, and it’s an issue
that we have returned to again and again, and I think was alluded
to in some of the Commissioner’s statements here earlier, and it’s
perhaps an issue that we could talk later more about, but it’s a
very important issue.

Vice Chairman D’AMATO. Yes.

Mr. SCHRIVER. We think the missile threat and the missile chal-
lenge is extremely serious, and we’ve been engaged with the Tai-
wan authorities and our interlocutors for some time on the serious
nature of it and what we think needs to be done to address it.

I think this calls for some leadership in Taiwan, not of any par-
ticular political party, not just the President but the legislature as
well. It requires leadership to convince the public that it’s nec-
essary to expend the resources to be properly prepared to deal with
this challenge. I don’t know that a referendum necessarily helps or
hurts, but I think it requires leadership to make these decisions.

The questions about resources are always difficult in periods of
economic challenge and budgetary challenge, but this is an issue
that needs that kind of leadership and dedication. This is some-
thing we’ve worked with Taiwan on and we'’re prepared to continue
to work. So again whether a referendum helps the cause, hurts the
cause, I don’t know.

Our overriding interest is that Taiwan be prepared to deal with
this challenge, and to the extent they want our help to do that,
we're standing by for that.

Vice Chairman D’AMATO. Thank you. Your references to the com-
plications that arise as a result of having a legislative body are
well known here. I remember Secretary of State Baker once told
Mr. Gorbachev—Gorbachev complained to him about the Duma. He
said, well, anybody who wants a legislature certainly is welcome to
have one. I think it was in jest, but I have some other questions
later, but I'll defer them.

Co-Chair ELLSWORTH. Thank you, gentleman. Chairman Robin-
son has some questions.
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Chairman ROBINSON. Thank you. I wanted to probe a little more
into the nature of the missile threat and what an appropriate re-
sponse might be. On the matter of leadership in Taiwan, I certainly
take your point, Mr. Schriver, that one might have different inter-
pretations of the motives and environment in which these state-
ments have been made. Perhaps Taiwan’s President believes that
a more informed and mobilized Taiwan public opinion could indeed
support higher defense spending, something I think we’re all con-
curring is indicated via the so-called defense referendum.

In my view, at least, a democratic-oriented approach to informing
and mobilizing public opinion on the tough tradeoffs that inevitably
need to take place between economic and military spending is ap-
propriate. This may seem like an obvious question, but I'd like to
ask you both whether you believe that the quantity and quality of
the arms provided by the United States to Taiwan should be com-
mensurate with the threat posed by the PRC?

Mr. ScHRIVER. I think your question is embodied in the Taiwan
Relations Act, and we’re absolutely committed to fulfilling the TRA,
and as I understand it, that means we make weapons of a defen-
sive character available to Taiwan in sufficient quantity to ensure
their sufficient self-defense.

Chairman ROBINSON. And I would assume, Mr. Lawless, that you
have a similar view on that?

Mr. LAWLESS. Indeed I do. I would add, however, that I think
that it is also incumbent, and I think the Taiwan Relations Act ad-
dresses itself to this both in spirit and in verse, that it’s incumbent
upon us to tell the Taiwanese our opinion on what would properly
constitute a suitable defensive character, and I think both Mr.
Schriver and myself and all of the departments involved in the U.S.
Government have attempted to do that. That is indeed our sugges-
tion and opinion. It is not something we can mandate, but that is
an issue.

As the missile threat has manifested itself I think in the last
year or so, we've been especially attune to attempting to identify
what we believe are the appropriate priorities to redress the issue.

Chairman ROBINSON. And with over 500 missiles deployed by
China against Taiwan now, by most estimates, and some 75 being
added to that number per year, does it strike you as reasonable
that beyond the defense spending increase that Taiwan may indeed
need to acquire in rather short order an AEGIS-based missile de-
fense system that could be inter-operable with our own to address
the threat?

I know that it’s not something that we’re seeking to do for a
number of reasons, but then again trying to look at this issue of
responding responsibly to the level of missile threat, how does that
issue sit with you both today?

Mr. LAWLESS. I believe that we’re, of course, well aware of this.
This issue has been on the table for some time. I think that in due
course it will be addressed by the Administration. At the present
time, I think we’re more seized with the programs that we’re al-
ready discussing with them, particularly those programs that ad-
dress the ballistic missile issue, both in terms of defeating any at-
tack or in addressing shortcomings that perhaps the Chinese have
identified in the Taiwan situation that makes them more vulner-
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able to a ballistic missile attack, for example, C4ISR, redundant
command and control and other things.

So there is an order of sequencing here if you will that we think
is very important that they address what they can address today
based on the approvals that are already in hand, and find a way
to prioritize and pay for and introduce those systems as quickly as
possible.

Chairman ROBINSON. I understand. Thank you.

Co-Chair ELLSWORTH. Yes, thank you very much. Commissioner
Wortzel.

Co-Chair WORTZEL. Thank you very much for your testimony. In
June 1989, in the wake of the Tiananmen massacre, the European
Council adopted a resolution that condemned the brutal repression
taking place in China and interrupted by the member states of the
European Community military cooperation and imposed an embar-
go on arms trade with China.

Now, in the very recent past, France, Germany and the Nether-
lands have begun to question whether that arms embargo should
be lifted. I think we all realize that not a single European nation
is required, as the United States is, to maintain forces in the area
of the western Pacific sufficient to deal with any resort to force or
other forms of coercion by China against Taiwan. So should the Eu-
ropeans do this?

It’s certainly a direct threat to Taiwan. It certainly is a potential
threat to United States forces and raises the ability of the People’s
Republic of China to coerce Taiwan.

I'm interested, I guess, Mr. Schriver, you’re sort of the guy to an-
swer it, but I also recognize that the Department of Defense does
run some fairly extensive international consultations in support of
our security policy. What are you doing with the Europeans to
make it clear that the United States opposes this?

Mr. ScHRIVER. Thank you for the question. We are opposed to
the EU lifting its embargo and its ban on arm sales. And we'’re op-
posed for three reasons, just very briefly. One, the ban was origi-
nally imposed due to concerns over human rights. We don’t feel as
though the human rights situation has improved to the point
where it merits lifting the ban, and we have continuing problems.

Two, we do have concerns about Chinese export control and the
ability to protect sensitive technology from being transferred to a
third country if the EU or anyone else was to transfer sensitive
technology into China. So we’d like to see better export control pol-
icy and implementation of that policy.

Third, which addresses directly the point you made, is that we
do have obligations and interests in ensuring there’s a balance be-
tween Taiwan and China, and when I say balance, it means Tai-
wan having the ability to defend itself. We have other obligations,
as you noted, that there are scenarios where we could actually be
involved in this.

So any contribution to the other side of the equation complicates
our position, and that is why we’re opposed. We have been in con-
tact with every member of the EU on this issue, stating clearly our
position, and at the senior-most levels, my Secretary and below,
have engaged European counterparts at almost every opportunity.
I'm not in the room for each discussion or every phone call, but it
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is certainly part of our standard talking points in our approach to
European interlocutors right now because we understand this to be
a sensitive time in their decisionmaking.

Mr. LAWLESS. I’d like to add one postscript to that. In the 14 plus
years since that embargo was put in place by the EU, I believe Chi-
na’s ability to acquire, integrate and thereby multiply its force pos-
ture has really increased dramatically. In other words, what the
EU may have to offer now may make a lot more sense in the con-
text of where China needs to go than it ever has in the past.

We have an increasingly sophisticated military establishment
that’s shown itself capable of procuring, paying the price that’s nec-
essary to pay, introducing systems, integrating those systems and
getting the force multiplier and the additional menu of options that
those things provide. So I think if anything the focus on what the
EU does or doesn’t do with its arms embargo or limitation vis-a-
vis China is much more important today than say it was even four
or five years ago.

Co-Chair WORTZEL. Thank you very much.

Co-Chair ELLSWORTH. Thank you very much. Commissioner
Dreyer.

Commissioner DREYER. Thank both of you for your very inter-
esting and carefully written testimony. I would like to address the
question that a referendum usually comes from the bottom up, and
just bear with me here. The missile threat is a real one, as you
both said, and I also see in your statements that you’re aware that
Taiwan’s defense posture over the past couple of years has deterio-
rated vis-a-vis the PRC.

One of the reasons for this, as I read in articles written by sev-
eral of the reporters here in the room today, is disagreement within
the Legislative Yuan of the Republic of China on Taiwan and
among the population about what to buy and how to pay for it. Do
we raise taxes they ask? Do we buy AEGIS? Do we postpone the
purchase of Kidd-class ships, et cetera?

And therefore it wouldn’t really seem to be out of line with the
spirit behind a referendum to have the impetus come from the top
since there’s a disagreement on the bottom. Would the U.S. Gov-
ernment’s attitude have been more positive toward the referendum
if the impetus could have been arranged from the bottom?

We all know about spin control. It’s really very easy for whoever
is in power to mobilize supporters at the bottom. They’ll get people
in Kaohsiung to get out for a parade and somebody to organize a
referendum. Is that what really makes the difference? Or is it PRC
lobbying? We read today in The New York Times about PRC dele-
gations being in Washington to lobby you all. Could you address
that question?

Mr. SCHRIVER. Yes, it’s absolutely not about PRC lobbying, and,
in fact, I think our support for missile defense and our encourage-
ment of Taiwan to do more is probably the strongest evidence that
we're not bowing to the PRC lobbying effort.

I think there’s a lot of context and a lot of other elements to how
we got to where we are with this proposed referendum. This had
the appearance—I said in the statement—normally bottom up. It’s
normally where issues can’t be settled within the legislature, then
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youdturn to a referendum—normal matter how these things pro-
ceed.

This had the appearance of a referendum looking for an issue,
referendum looking for a topic. We heard WHO. We heard legisla-
tive reform. We heard a variety of things. It just looks different,
and I think that does create some questions about motive and in-
tention. You’ll notice we have not said we oppose because on the
surface and on the text, that question does not alter the status quo
as the President has expressed his concerns.

But I think we do need to be mindful of the context and the ac-
tivities associated with this. You know when we say we're still
studying the referendum. It doesn’t mean that everyday we pour
over the words. What it means is we are watching in a mindful
way how this is portrayed domestically, how it’s spun, if you will,
and it’s important because it’s not just the text.

Commissioner DREYER. Thank you for that clarification. Mr.
Lawless.

Mr. LAWLESS. I would like first to refer the Commissioners back
to the prepared statement. Indeed, I don’t want to leave the im-
pression here today that Taiwan is not doing anything to improve
its defense. Indeed, it is making progress. The issues have to do
with the rate of progress and the magnitude of the changes and the
challenge its facing vis-a-vis the Chinese threat.

Commissioner DREYER. You actually were clear on that.

Mr. LAwLESS. Okay. Having said that, and addressing myself to
your question, the bottom up as opposed to the top down, irrespec-
tive of how we got here with this particular referendum issue,
there clearly is a requirement for this nation to find a common will
and to bring itself together. From the legislative side of the house
you’ve noted the problems that they deal with. It is a free country.
It’s a democracy. It’s a functioning democracy, and so however they
manage to instill the national will to do what they have to do, that
is the responsibility of the Taiwanese people and we don’t want to
impose ourselves on that process, and clearly, there does need to
be an improved national consensus about what they must do and
how they need to spend their money and where they’re going to get
those resources from, and that’s an issue that we’ve continued to
come back to them on over the past year.

Commissioner DREYER. Thank you. And I'm very happy to hear
that we are not being intimidated by the PRC lobbying.

Co-Chair ELLSWORTH. Commissioner Bryen.

Commissioner BRYEN. Thank you, Mr. Chairman. Thank you,
Secretary Lawless and Secretary Schriver, for your testimony. I
think I should start by saying that the work the Administration is
doing or trying to do to provide sufficient defense for Taiwan is
very much appreciated, certainly by me and I think by the Amer-
ican people.

I have one question actually about some of the language you
used and how to apply it. Mr. Schriver, in your testimony you
spoke about no unilateral steps to change the status quo, obviously
referring to the referendums. Isn’t the build-up of missiles a unilat-
eral step to change the status quo?

Mr. SCHRIVER. I actually didn’t mean to be specific to the ref-
erendum when I said that, and I don’t think that’s the President’s
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intent or anyone else’s intent. And, in fact, it does address both
sides of the equation and it would address the missile threat.

When we talk about the status quo, we’re careful how we talk
about it because to really define it, you’'d have to give a very
lengthy description and an arcane discussion of politics and eco-
nomics, but when we, I think really the operative part and what
we really mean is there’s a situation where there is fundamental
disagreement and sustained disagreement over a period of time
that is being managed peacefully, and we don’t want to see steps
by either side that disrupts that part of the status quo, and I think
the military posture is certainly a step not in the right direction.

Commissioner BRYEN. Good. Well, let’s follow that up just a little
bit. If that’s so, are we raising with the Chinese side on a con-
sistent and strong basis complaints about the build-up of the mis-
siles?

Mr. SCHRIVER. Absolutely. No question. Our most recent senior
visitor to China was Deputy Secretary Armitage. He raised this at
several points and raised it publicly. I think from our Department,
probably the most high profile public statement on China was Sec-
retary Powell’s speech at College Station, and he addressed the
missile build-up very explicitly with a very senior Chinese audience
there, and that I think got a lot of press.

Commissioner BRYEN. To carry it one step further, is the build-
up of missiles, in your opinion, the kind of extortion somewhat like
what North Korea is trying to do?

Mr. LAWLESS. Let me tackle that from more of a perhaps military
perspective than a political perspective. I think one of the inter-
esting elements of this very rapid build-up, both quantitatively and
qualitatively in the missile force, not to mention all of the other
areas where the build-up predominates vis-a-vis Taiwan is that I
think our idea is that it is clearly not just a question of quan-
titative or qualitative advantage or disadvantage. Clearly, with this
rapid pace of build-up and with the build-up directed s