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EXECUTIVE SUMMARY

For the last thirteen years the United States has successfully
pursued é two-track China policy permitting'improved.relations with
the People's Republit of China, on the one hand, and continued good
relations with the people of Taiwan, on the other. The balaﬁce_bet&een
tﬁese two aspects of U.S. policy has been strained in recent yearé_by
the sensitive issue of advanced arms sales to Taiwan. The Taiwan Relation;

(TrA)

Act of 197%‘requires the United States to provide Taiwan with defensive
weapons sufficient for the island's defense. The August 17{ 1982, Joinf
Communique between the Unilted States a;a the PRC commits the United States
to hold its arms sales to Taiwan at current "qualitativéh and "quantitative"
levels.

Begiﬁning around 1985 the TRA and the August 17 Communique will
come into increasing confradiction as Taiwan's present inventory of fighters

will become ‘iradequate to maintain an effective deterrence over the Taiwan

Strait. This presents a major policy problem for the United States: how

to ensure Taiwan's adequate defense without violating the August 17 Communique,

while at the same time serving U.S. interests through the preservation of

-1

the current dual~track China policy.
Several policy options are available to the United States, These

range from refusing to sell Taiwan any aircraft to making available to Taipei

our most advanced fighters. Based upon a careful analysis of U.S. interests

in preserving the dual-track approach to its China policy, it is recommended

that the Administration permit Northrop and Taiwan to coproduce a follow-on
aircraft (the F-5G) in their facility on the island. To minimize the PRC

negative reaction, efforts must be taken to '"sugar-coat' the decision as well.



FUTURE FIGHTER SALES TO TAIWAN
by

Martin L, Lasater

Backgroﬁqg

Since 1969 the United States has pursued two parallél objectives in
its China policy: the dévelopment of friendly relations wi£ﬁ the People's
Republic of Chiﬂa (PRC) and the maintenance of support to the Republic of
China (ROC) on Taiwan. The first objective served U.S. strategic and diplématic
interests, partiéularly during periods of Sin;—Soviet confrontation, because

friendly Sino-American relations greatly complicated Moscow's threat perceptions.
y g y p % P
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A stroﬁg, Westward-leaning China was'seen in Washingéon as an esseutial counter-—
balance to Soviet expansion in the Far East. ~China’s;s£rategic importance in
Washington's eyes grew as the United States withdrew much of its forward deployed
force iﬁ the Western Pacific during the final stages of the Indochina War.l

The maintenance of friendly relations with the ROC also served U.S.
interests. There was first of all the geostrategic importance of Taiwan,
although perceptions of its value in this regard diminished rapidly once
improved Sino—Amefican relations became a possibility. But more impértantly,
the ROC had been an ally of the United States during World War II and throughout
réhe turbulent period of the Cold War. Because of the shared experiences of
many Americans and'ROC citizens, and Taipei's.efforts to move Taiwan in a more
democratic and capitalistic direction, the ROC had many important\friends in
the United States. For the U.S. Govermment to "abandon" Taiwan would pe
politically impossible and morally reprehensible bylmost American standards

of decency.2 Moreover, there was also the very real consideration of the effect
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an abandonment of Taiwan by the United States would have on other American
allies, which in the wake of Vietnam were uncertain about U.S. commitments.

For these and other reasons, every Administration since that of

Richard Nixzon has found it.necessary to pursue the twin cbjectives of seeking

to improve relations with the PRC while maintaining close ties to Taiwan.

One of:the most recent statements by a U.S. President 1inkiné these two
oEjectives came-on the eve of fﬁe signing of the August 17, 1982, Joint U.S.-
fRC Communique. In.his official remarks accompanying the Commﬁnique, President
Reagan said:'

Building a strong and lasting relationship with China has

. been an important foreign policy goal of four consecutive
American administrations. Such a relationship is wvital to
our long-term national security interests and contributes to .
stability in East Asia, It is in the national interest of
the United States that this important strategic relationship
be advanced. This communique will make that possible, consistent
with our obligations to the people of Taiwan,” 3 )

However, the dual approach of the United States tc its China policy
has not been accepted by either of the two Chinese governments. Both Beijing

and Tailpei claim to be the legitimate government for all of China, including

Taiwan. Neither the PRC nor Taiwan is likely to give up its claim in the
immediate future. As one leading Nationalist official told me in January 1983.

in a private interview in Taipei:

You must remember that we are Chinese, and in China such struggles
for power have always been settled by war. There can never be "two
kings under heaven." We cannot let China go, and the communists cannot
let Taiwan go. Eventually, one or the other of us will prevail.

Although officially the United States takes no position on the future

of Taiwan other than its expectation that the two Chinese governments will

|
settle their differences peacefully, over the years successive administrations

have adopted policies harmful to ROC interests. 1In the'Sﬁanghai

==
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Communique of February 28, 1972, President Nixon spelled out the fundamental
American policy on Taiwan's reunification with the mainland:

...the United States acknowledges that all Chinese on either

side of the Taiwan Strait maintain there is but one China and
* that Taiwan is a part of China. The United States Government

does not challenge that position. It reaffirms its interest

in a peaceful settlement of the Taiwan question by the Chinese
themselves. ‘

Later, on the occasion of the shift in U.S. diplomatic recognition

from Taipei to Beijing,4 the Carter Administration formally accepted "the °
Ly im ’/moudr{ 177¢ '
Government of the People's Republic of China as the sole legal Government
of China" and acknowledged once again "the Chinese position that there is
but one China and Taiwan 1s part of China."5 In the August 17,1982, Joint
Communique previously cited, the Reagan Administration reaffirmed the Carter
statement and went on to say:
The United States Government attaches great importance to
its relations with China, and reiterates that it has no intention
of infringing on Chinese sovereignty and territorial integrity,

or interfering in China's internal affairs, or pursuing a policy
of "two Chinas" or "one China, one Taiwan." 6

Despite these and other U.S. efforts to accommodate to thé greatest
extent possible . PRC sensitivities over Taiwan, Beijing cgntinues to
bristle on almost every occasion when traditional American friendship for
Taipei is ;eaffirmed. The most recent example is China's barely veiled
threat to cancel the long-awaited exchange visit between Premier Zhao Ziyang
and President Reagan in the spring of 1984 because of congressional moves
taken ﬁo ensure that Taiwan remains in the Asian Development Bank and that

" be.

: Tt 7
the future of Taiwan will/decided with the consent of the Taiwanese people.

Policy Problem

The central concern of the PRC is that its policy of.peaceful reuni-

fication with Taiwan is being undermined by continued gestures of U.S. support
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for Taiwan. American unoffici§l relations with its former-ally are formalized
in the Taiwan Relations Act, signed with reservations by President Carter in
April 1979 following Congress' complete rewriting of his Administrations guiﬁe-
lines for future relations with Taipei. Essentially, members of Congress felt
that Taiwan's securify was being compromised by the Carter Administration in

its rush to establish strategic relations with the PRC.8

The ‘Taiwan Relations Act (TRA) contains a number of provisions which

greatly aggravate Béijing. Fo£ the purposes of this discussion, the most
important ofvthese relate to U.S. interests in Taiwan's security and arms sales
prbvisions. ‘The TRA states it is the policy of the United States "to provide
Taiwan with arms of a defensive characggr." The Act goes on to sa& in Section 3:

(a) In furtherance of the policy set forth in section 2 of this
‘Act, the United States will make available to Taiwan such defense
articles and defense services in such quantity as may be hecessary
to enable Taiwan to maintain a sufficient self~defense capability.

(b) 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. Such determination of Taiwan's
defense needs shall include review by United States military authorities
in connection with recommendations to the President and the Congress.

(c) The President is directed to inform the Congress promptly of
any threat to the security or the social or economic system of the
people on Taiwan and any danger to the interests of the United States
arising therefrom. The President and the Congress shall determine,
in accordance with constitutional processes, appropriate action by
the United States in response to any such danger.9

The Chinese strongly protested the passage of the TRA at first, but
then muted their criticism after receiving assurances from President Carter
that he would interpret the TRA in ways consistent with the normalization

agreement of January l,_l979.lO

. The TRA again came to the forefront of U.S.-
China relations'during the presidential election campaign of 1980, when

presidential candidate Ronald Reagan spoke of his intentions to upgrade
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relations with Taiwan.ll Following strong PFC protests over his remarks,
’ 0 s
Reagan backed offdgaying he would improve relations with Taipei, but instead

insisted that his policy would be governed by the full implementation of

R
the TRA,

Reagan's campaign statements, coupled with a strategic reassessment

A *
by Beijing of a reduced Soviet threat to China's interests, have resulted

in the PRC making arms sales to Taiwan the adverse cause cf13bre in Sino-

American relations. As a major Renmin Ribao commentary said in late December

1981:

...if you want to preserve and develop Sino-American relatiomns,

then the problem of U.S. arms sales to Taiwan must be solved

on.the basis of properly respecting China's sovereignty. There 13
is no way this problem can be solved by ignoring China's sovereignty.

Relations between the United States and the PRC became so strained

over the Taiwan arms sales issue during the first few months of 1982 that

. \ f s . . e i4
many observers felt a severe retrogression in Sino-American ties was imminent.

At the last minute, however, both governments pulled back from previously
inviolate positions and compromised on the arms sales issue in the August 17,

1982, Joint Communique., In that Communique, the PRC stated.that it was pursuing

a "fundamental peolicy to strive for a peaceful solution to the Taiwan question."

<écknowledging that policy, the United States pledged

-
that it does not seek to carry out a long-term policy of arms sales
to Taiwan, that its arms sales to Taiwan willynot exceed, either in
qualitative or in quantitative terms, the level of those suppilied
in recent years since the establishment of diplomatic relations
between the United States and China, and that it intends to reduce
gradually its sales of arms to Taiwan, leading over a period of
time to a final resolution.ld

%It is important to remember that China's decision to open to the United
States in 1969-1972 was based upon a perception of a grave Soviet threat. -Moreover,
the normalization of relations in January 1979 was carefully timed to counter
the possibility of a Soviet intervention along the Sino-Soviet border when
the PRC briefly invaded Vietnam in February and March 1979. 1In mid-1980,
however, Chinese statements indicated that PRC leaders perceived Western Europe
and the Middle FEast to be higher priority Soviet targets than China.
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* Despite the artful ambiguity which defused Sino-American relations
in the short-term, the Commuﬁique placed a number of landmineé.;t the feet
of future policymakers. First, the PRC rejected the American attempt to
justify the Communique on the grounds that arms sales were tied to a peaceful.

resolution of the Taiwan issue. The People's Daily editorialized:

Taiwan is China's territory, and it is purely China's internal
affairs as to in what way the Taiwan problem should be resolved.
The United States has no right to ask China to make any commitment
on the way in which the Taiwan problem should be settled, still -
less to démand settlement of the Taiwan problem by peaceful means
as a precondition to the cessation of U.S. arms sales to Taiwan....l6

Second, the English and Chinese versions of the Communique are
different in critical respects, especia%ly where réferencesvto the word
"fundamental" are used to describe China's peaceful policy toward Taiwan.

In the Chinese version, "fﬁndamental poiicy"'is translated into terms meaning
"major policy” or "guideline."l7 The use of "fundamental policy" playéd
a very important role in»Administration effo?ts to convince the Congress

that the Communique did not violate the letter or spirit of the arms sales
e . 18

provisions of the TRA. N

A . tant,

.Third, and most impor/ President Reagan and the State Department

repeatedly emphasized that the Communique was not intended to supercede
the Taiwan Relations Act. State Department legal advisor Davis R. Robinson
"told the Senate Subcommittee on Separation of Powers on September 27, 1982,

that the Communique B
is not an international agreement and thus imposes no obligations
on either party under international law. Its status under domestic
law is that of a statement by the President of a policy which he
intends to pursue....The Taiwan Relations Act is and will remain
the law of the land unless amended by Congress. Nothing in the
Joint Communique obligates the President to act in a manner contrary
to the Act or, conversely, disables him from fulfilling his responsi-
bilities under it.l9
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- The Chinese, however, took strong exception to any linkage between
the TRA and the Communique. The PRC Foreign Ministry stated:

It must be pointed out that the present Joint Communique is
based on the principles embodied in the Joint Communique on the
‘Establishment of Diplomatic Relations between China.and the United
States and the basic norms guiding international relations and has
nothing to do with the 'Taiwan Relations Act' formulated unilaterally

. by the United States. The 'Taiwan Relations Act' seriously contra-
venes the principles embodied in the Joint Communique on the
Establishment of Diplomatic Relations between the two countries,
and the Chinese government has consistently been opposed to it.

All interpretations designed to link the present Joint Communique -
to the 'Taiwan Relations Act' are in violation of the spirit and
substance of this communique and are thus unacceptable.20

The policy problem facing the United States is the potenfial

'cdnflict between the August 17 Communique and the Taiwan Relations Act.

The fRA’places no limitations on U.S. arms sales to Taiwan, but rather

ties the level of sales to Taiwan's defensive needs. 'fhe AﬁgustAl7 Communique,
on the other hand, places bot# quantitative aﬁd qualitative limitations on
arms sales to Taipei, if the PRC continues to- pursue a peacéful policy of
reunification., The difficulty which the Communique‘presénts to ’ military
experts in Washington and Taipei is that the threat to-Taiwan can change
much more rapidly than the United States can provide weapons. This is
particularly true in the caselof advanced weapons with which Taiwan's armed
forces have had no experience. Moreover, as the PRC continues to modernize
'its military, the potential threat to Taiwan will grow because Taipei cannot
match through its defense industry the advances made on the mainland. In

the past, Taiwan has relied upon qualitative improvements in its purchases

of weapons from the United States to maintain a minimum deterrence in the

Taiwan Strait region. By capping the availability of future advanced weapon

sales to Taiwan, the August 17 Communique has the unintended effect of

-
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undermining Taiwan's defense - which the TRA commits the United States to

uEhold.21

Although the Reagan Administration felt compelled to sign the August 17
Communique because of the adverse effects on Sino-American relations if some
agreement could not have been reached with Beijing, the United States immediately
stepped up its sale-of arms to Taiwan once the Communique haa been initialed.

Two days after its announcement, the Administration notifieg Congress of:iFs
intent to sell Taiwan 30 F—SEs“and 30 F-5Fs vg}ued at $622 million over thé
next two and one-half yeérs.zz In November 1982 various armored vehiclgs

worth $97 million were sold to(Taipei.23
) . s

In February 1983 ;he»Administration
announced its in£ention to sell Taiwan 66 F-104Gs fo£ é total of $31 million.zb
And most significantly, in March 1983 the State Department released figures
setting ceilings for arms sales to Taiwan at $800 million for FYi983 and $780
million for FY1984.25 .
The latfer figures were especially important because they were far

above the $598 million in arms sold to Taiwan in 1979, the $601 million sold
in 1980, and the $295 million sold in 1981 -- the base-years as set by the
August 17 Communique. 1In recénciling the higher figures for FY1983 and FY1984
With the Communique, the State Départment explained that an inflatibnary index
”&as being applied.- Baéed upon this index, for example, thg $598 million in
arms sold to Taiwan by the United States in 1979 would now be equivalent to
$830 million in current, inflated dollars.z.6

In July 1983 another barrier seemingly posed by thé August 17 Communique

was also breached: the sale of new weapons to Taiwan. During that month,

- the Defense Security Assistance Agency notified Congress of its intention

to sell Taiwan an arms package valued at $530 million, including ship-to-air
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and air-to-air missiles not previously in the ROC inventory. Beijing
protested the sale, claiming that it "seriously contravenes" the August 17
Communique, but took no action.27

Despite these efforts to remedy the negative effects of the -

Communique on Taiwan's defensive needs, the most pressing requirement for

an adequate deterrenf on the part of Taipei has not been met ~ by

the Reagan Administration: the need for a replacement aircraft for Taiwan's

aging fighter inventory.zs Such a plane is needed to balance the 10:1

ratio enjoyed by the PRC in fighter aircraft and to'préserve the possibility
of ROC air superiority over the Taiwan Strait. The latter is crucial to
Taiwan's security. As one military analyst summarized:

Regardless of any abstract assessments, it must be accepted

that the air situation holds the key to the military balance

(in the Taiwan Strait region). Success or failure in the:

air will determine the outcome of any major conflict. If

Peking, by a successful combination of surprise and mass

could establish contrel of the air, the ability to occupy

would follow. Alternatively, a blockade or a harassment -

campaign could bring about negotiations in a climate
advantageous to the mainland.29

Taipei has requested a replacement air defense fighter since
1978, but because the aircraft was such a visible transaction, both the
Carter and'Reagén Administrationé have chosen to ignore and postpone a
final decision. During the first year of the éeagan Presidency, it appeared
that Taiwan would be able tc purchase the so-called FX fighter in either its
Northrop F-5G or General Dynamics F-16A/J79 cénfigurations. Beijing strongly
slgnalled that such a sale would derail Sino-American relqtion:? and the
United States, through the urging of Secretary of State Alexander Haig,

determined in January 1982 that the FX would not be sold in the immediate

future, but rather Taiwan could co-produce more F-5Es and F-5Fs in its Northrop
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plant in central Taiwan. In announcing the Administration's decision, the

State Department said:

A judgment has...been reached by the concerned agencies on

the question of replacement aircraft for Taiwan. Their conclusion
is that no sale of advanced fighter aircraft to Taiwan is required
because no military need for such aircraft exists. Taiwan's

defense needs can be met as they arise, and for the foreseeable
future, by replacing aging aircraft now in the Taiwan inventory
with comparable aircraft, and by extension of the F-5E co-production
line in Taiwan.3l

According to intelligence estimates, Taiwan's defense needs can be

met adequately until the post-1985 period with the extension of the F-5E

program and through the increased sale of weapons such as now being under-

32 ., '
taken by the Reagan Administration. But'the post-1985 period will be one of

uncertainty., In the first place, the extended contract with4Northr0p will

expire, necessitating another major decision by the Administration as to
‘'whether the co-production agreement should be continued yet another time.
Second, although some upgrading of the F-5E/F is possible to increase its

qualitative performance, these advances have almost completely been utilized.

The small airframe of the F-5E/F and its limited engine capability severely

restrict the addition of advanced avionics, air-defense missiles, and electronic

countermeasures needed by the ROC Air Force. Third, the PRC is expected to

ﬁegin deployment in significant numbers of a new fighter of its own around 1985,

thus tipping the balance of power in the region even more heavily in favor of

the mainland and upsetting Taiwan's delicate deterrent posture. Fourth, Taiwan's

defense industry will be unable to produce domestically the: aircraft needed
for the island's deterrence. The F-5E/F, for example, could not be built on

Taiwan without Northrop's help for another 10 to 15 years; and the F-5E/F, as

noted above, 1s nearing the end of its utility as a deterrent to PRC aircraft.

And fifth, the purchase of advanced fighters by Taiwan from sources other than

P

N

e

e
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the United States is undesirable from a number of perspectives:
~— 907% of Taiwan's weapons systems are of U.S. origin; To .
introduce a major foreign weapons systems into the critical
air defense sector would greatly complicate Taiwan's logistics
and training programs.

~- The introduction of a major weapons system such as an advanced
fighter commits both the seller and the buyer to a long-term
relationship, lasting 10 years at minimum. This would- complicate
the already delicate political balance between Washington, Taipei,
and Beijing.

What the United States faces, then, in the 1985 period is another

major deciéion on the sale of an advanced fighter aircraft to Taiwan. By

that point, the argument that Taiwan's defense needs can be met by another
extension of the F-5E/F co-production ag;éement will appear rather weak.

in view of the PRC's steady improvement in its air strike, naval, and amphibious
capabilities. Many in Congress, therefore, cén be expected to press the
Administration for a favorable decizion on the sale of an advanced fighter
to‘Taiwan, as the Taiwan Relations Act would indicate. Others in the Congress,
and certainiy within the Adﬁinistration, however, .will point to the qualitative
restrictions in ‘the August 17, 1982, Communique and Beiljing's probable sharp

reaction to urge the President to veto any sale of advanced aircraft to Taipei.

Policy Alternatives

The policy options available teo the Administration include the following:

1. Refuse to sell Taiwan an advanced fighter and discourage other
countries from selling such aircraft to Taiwan.

2. Refuse to sell. Taiwan an advanced fighter, but encourage other
countries to provide the aircraft.

3. Extend once again the Northrop-Taiwan co-production agreement
for more F-5E/Fs.

4, Sell Taiwan an advanced fighter from~the U.S. inventory. _Cﬁoices
range from the F-5G (or F-20) on the lower scale of improvement,
to the F~16A or F-18 on the upper scale.
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" Each of these alternatives has strengths and weaknesses in terms of

U.S. interests. From a broad strategic point of view, tﬁé‘maintenance of
Sino-American relations is very importanf; but those relations are not so
importaﬁt'as to justify an aban@onment of Taiwan, which'wodld have‘severe
repercussioné among our other Asian'allieé, notably Japan, éouth Korea, the
Philippines, and Thailand. These countries prefer the statué quo in which
U.S.-PRC ;elations are normalized and the United States'continues, unofficially,
to éupport Taiwan.33 Mbreove?, a complete abandonment of Taiwan would not go
well politically in the UnitedﬂStates, where most people also prefer the status

qu.o.34 It would appear, therefore, that the principle U.S. policy objective

Ay, .

guiding_the Administration’s decision on the advanced fighter sale to Taiwan

should be the preservation of the current dual-approach Ch;na poliﬁy: ie, the
maintenance and development of friendly U.S.-PRC ties, and contiﬁued unofficial,
friendiy relations with the people of Taiwan. Further, a least lip service

ﬁust be paid to.both the Taiwan Relatiogs Act and the August 17 Joint Communique
to satisfy domestic and PRC criticism of U.S. policy.

With these general comments in mind, each of the alternatives can be

examined to evaluate how they meet U.S. policy objectives. Alternative 1

would be widely interpreted both at home and abroad as an abandonment of Taiwan.

.fhe arguments that.Taiwan needs new fighters to replace its aging inventory

and that a»competent air force is essential té ;he island's security are too
obvious and overwhelming to be ignored.‘ Therefore, Alternative 1 can be
effectively ruled out —-- unless Taipei unexpectedly decides to negotiate
reunification with the mainland. Our policy in the bast has been not to pressure
the ROC government in that direction.35 It is assumed that this policy will
continue, given the complexities involvéd in having to restructure our China

"policy should we actively intervene in the reunification issue.
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'Alternative 2, as already mentioned, i1s undesirable from the

point of view of Taipei because of the logistical problems involved and is also

undesirable from the perspective of Washington because of the introduction

of another major player in the. delicate political and military balance in

the Taiwan Strait, ROC»officiéls have said they would purchase a

new fighter from another country -- Israel and France have béen ﬁublicly
mentioned as possibilities —- if the United States refuses to sell Taiwan
what it needs.36 Although in one sense, this would "get the United Stateé
fo the heook" and probably mee; Taiwan's defensive needs, the implications for
U.S. policy are serious. If the plane sold to Taiwan was too advanced,

the PRC might react and step up milita;; pressure on Taipei. At that point,‘
the United States, not the thi;d country, would get involved because of the
requirements specified in the'TRA. Also, the third countfy mightobe tempted
to intervene in'som ay as mediétor between B?ijing and Taiwan, thereby
complicating the U.S. role. It would appear that for purposes of diplomatic
flexibility and political control, the Administration should avoid Alternative
2 if at all possible.

The advantages of Alternatives 1 and 2 over Alternatives 3 and 4
center oﬁwthe PRC reaction and the decision's impact on Sino-American relations.
-Alternative 1 would not meet any protests from Beijing, although it probably

would not result in any substantive improvement in Sino-American relations,

either, given the PRC's current foreign and domestic policies. China is now

pursuing a balanced, normalized relationship with both superpowers. Therefore,

it is unrealistic to expect greater strategic cooperation from the PRC, even

if significant concessions are made by the United States over Taiwan. Internally,

of course, China is seeking to modernize with the assistance of Western trade

ay
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and technology. Since the successful modernization of China is the primary

goal of the current leadership, it is doubtful they would undermine that

modernization —-- and their own leadership —-- by cutting off commercial contact

with the United States. Conversely, given the limited resources available to
37 . '
the PRC for purchases abroad, there is not much more China can do in terms

of economic incentives to the United States to justify significant concessions -
over Taiwgn.
When Alternatives 3 and 4 are considered, however,hsome negative
PRC reaction can be expected.. What must be-wéighed are the relative costs . .
to U.S., interests: are PRC reactions more damaging to U;S, interests than
AtheAdeterioration of Taiwan's éefense éﬁpabilities? 'Cleaglf, a continuum
is involved here which must balance both sets of interests..
Just as there are limits to thé extent China can reward or punish
the Uﬂited States ecounomically, so there are limits to Chiﬂa's strategic
éooperation with Washington. As previously noted, China is now pursuing a
more balanéed policy with both the United States and the Soviet Union.A It
is unlikely, therefore, that Beijing will ally militarily against Moscow
on behalf of Washington unles§ China's own vital interests are threatened.
The Kremlén, too, wants to improve Sino-Soviet relations, so there are reasons
;;o believe that the Soviet 1eaderéhip would hesitate to alienate Beijing while
at the same time confronting the White House.
If Sino-American military cooperation is unlikely, then are there
other strategic advantages to be gained in Sino-American relations? The
answer is, of course, yes, particularly iq two vital areas: political cooperation

and geopolitics. 1In the first instance, Beijing and Washington can cooperate

to counter Scviet expansion of influence in Asia and the Third World. 1In
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the second place, Chinq,by ité very existence as a strong,‘gtable country,
is able to block further Soviet physical expansion in the Far East. Both
assets are ilmportant to U.S. bbjectives to contain the Soviet Unibn.38

‘To what extent; then, would these assets brought by .the Chinese to
Sino-American relations be placed in jeopardy by Alternatiyes 3 or 4? This
appears to be the crux of the matter, since Sino-American economic interests

are minor when compared to those shared by the United States and Taiwan.39

Moreover, there is strong evidence that Beijing carefully separates the

various elements of its foreign policy when dealing with the United States.

This latter point deserves closer attention because it provides data-on which

'Jt
to forecast with at least some degree of accuracy what the PRC reaction mlght

be to Alternatives 3 and 4.

Utilizing techniques of content analysis, the author examined all
dealing with Slno-Amegacan relations
FBIS-translated statements from the PRC press/during 1981 and 1982.

More than 270 substantive statements were identified in terms of their
subject maﬁter, source, degree of emphasis, date, and positive/negative
attitude toward the United States. The findings were ihteresting on a
number of counts.

-~ Statements relating to Taiwan dominated the Chinese press: over
. "45% of all statements dealt with Taiwan; while references to economic
T , and strategic matters each constituted about 15% of the statements.

-— Of all statements critical of the United States, 65% involved
Taiwan.

-~ The economic aspect of Sino-American relations was mentioned
favorably 70% of the time,
Amﬂ;. o
—~~ There was no correlation over time A any of the three main issues:
Taiwan, strategic cooperation, economic ties.
. N Ao
-~ Positive/negative statements about the United States were closely
related to individual incidents between the two countries.
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-~ About 40% of all PRC statements were favorable toward the
United States, while 307% .were unfavorable.

-— References to strategic cooperation‘with the Uniﬁed States were
mentioned favorably 35% of the time, unfavorably 20% of the time,
and matter-of-factly (ie, neutral statement) 45% of the time.

Some imﬁortant éonclusiéns can be drawn from These data. First,

the most important negative issue between the United States'and the PRC

is Taiwan; the most positive is economic cooperation; strategic cooperation
is perceiﬁed with mized feelings. Second, Beijing deals with these three
main issues quite .separately. .In other words; advances or retrogressions
ig one area will not likely lead to significant advances or retrogressions
in the Qtﬁers. Third, there is no real* "friendship" -on the part of the

PRC towéfd the United States. Rather, Sino-American relations are seen in
Beijing as a necessary arrangement given the current correiation' of forces
in the international community and the current leaderéhip's emphasis on
socialist modernization.

It can be readily seen, therefore, that U.S. interests in continuing
to support stébility and prosperity on Taiwan will inevitably risk alienating
the PRC. Economically, on the other hand, the interests of the United States
and the PRC are parallel., Economic relations are likely to continuc on a .

‘positive trend, regardless of differences over Taiwan. Strategically, the

United States and the PRC have important differences in perception, as well

as critical areas of mutual interest. These need to be carefully noted.

-— Strategic cooperation in the military sense is highly important
to the United States, but less important to Beijing -~ unless its
territority or vital interests are threatened by the Soviet Union.
Given the vast superiority of the USSR over the PRC, China will
not risk a war with Moscow. Therefore, it is unrealistic for
Washington to expect Beijing to ally with the United States, Japan,
and NATO in an armed confrontation with the Soviet Union. U.S.
concessions on Taiwan would probably not alter this basic Chinese
reluctance to challenge militarily the USSR,
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-- Strategic cooperation in the political sense is important to
both China and the United States, for neither wants to see the
Soviet Union expand.its sphere of influence in Asia or elsewhere.
Therefore, cooperation in this area would likely continue, regardiess
of Sino-American differences over Taiwan,

~~ Fundamentally, the strategic interests of the United States and
the PRC are being met at the present time. These interests are,
from the perspective of the United States, a strong China able to
prevent Soviet physical expansion in the Far Fast; and, from the
perspective of the PRC, an American nuclear umbrella deterring
a Soviet first-strike or conventional attack designed to

. destroy China's potential as a major power. These parallel interests

are not likely to be changed by continued U.S. support of Taiwan.

With these general remarks made, Alternatives 3 and 4 can now be

examined., Alternative 3 will essentially continue the status quo in terms

6f Sino-American relations -- ie, Washington and Beijing will disagree over
arms salés to Taiwan, with PRC protests coming}each time a major sale
is announced. A strong protest.could be expected if the Northrop-Taiwan
co-production agreementEVcreexgended, but little substantively would be
changed in U.S.-PRC relations, On the other Land, the growing‘diSParity
between the afmed forces of the PRC and Taiwan cannot be ignored. The threat
to Taiwan's security is looming larger, and there is a limit to Beijing’'s
patience over Taipel's refusai to negotiate reunification. Iherefore, the

continuation of the F-5E program will be viewed by many as a step backward

"in the U.S. commitment to Taiwan's defense. This will certainly be the case

for those living on Taiwan, who clearly understand that their security is
heavily dependent upon U.S. concern for'theif future. The extension of the
of the F-5E program would probably be seen as the "beginning of the end,"

and a significant.flight of investment capital and talené would likely result.

Il

This, in turn, would have a very negative effect on Taiwan's economy and lead

to greater social unrest. Thus, the vefy stability the United States wishes
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to preserve on Taiwan might be undermined if Alternative 3 is adopted.

Moreover, the likelihood of the PRC taking advantage of a weakened Taiwan
are probably greater than if Taiwan remained strong and unified. Alternative

3-would probably result in smoother U.S.-PRC relations over the short~term,

but might well lead to a major confrontation over Taiwan a few years down

the road.

Alternative 4 would risk an immediate negative PRC reaction, perhaps

even a downgradiné of political relations should a highly advanced fighter

be sold to Taiwan. Beijing would interpret such a move as a decision in °

=

Washington to preserve a separate Taiwan. Since this is a fundamental issue

T .
of principle with the PRC, the sale of an advanced fighter like the F-18 or

F-16A would likely result in a major ?etrogresgion or digruption of friendly
Sino-—American relations. Moreover, Beijing might feel at that point it hgd
nothing to lose but to attempt one of several available military optioms to
bring Taiwan under its control, .It would appear, thereforé, thét the sale

of a highly advanced fighter to Taiwan is not in the U.S. interest..

Policy Recommendation:

If a fine line can be drawn between minimizing the PRC's negative
reaction, on the ome hand, and minimally upgrading Taiwan's air defense
.;hpabi}ities, on the other, then a way may be found to continue the dual
approach which has characterized U.S. China policy since the early 1970s.

This policy, despite its delicate balancing of often contradictory objectives,
has served U.S. interests admirably and should be continqed; Unfortunately,

the differing policy guidelines established by the Taiwan Relations Act and

the August 17, 1982, Joint Communique have made the balancing task much more

difficult. The situation will become acute around 1985 when a fundamental
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decision must be made: whether to allow Taiwan's crucial air defense

capabilities to lag dangerously behind the offensive capabiiities of

the PRC in the Taiwan Strait, or to upgrade Taiwan's air force through

the sale of a more advanced fighter and risk a strong PRC response.

In the interest of preserving the dual-approach China policy of

the past, the sale of some sort of advanced fighter seemy imperative.

Otherwise, U.S. support of Taiwan will be seen to be eroding, the balance

of power in the Taiwan Strait will shift increasingly in the fRC's favor, B
our regional allies will doubt our commitments to their secﬁrity, and the
stage will be set for a major confrontation between the United States and

‘the PRC over the use of force“inLthe'Téiwan Strait. -Clearly, what is needed
is some.action on the part of the United States to restore balance inlits
China pélicy. If Taiwan's deferrent capabilities could be minimally upgraded,

and the PRC not overly offendéd, then the dual approach could be preserved.

It would appear that, of the options available to the United States,'

the best policy would be to permit Northrop and Taiwan to upgrade their

coproduction facility on the island and begin to produce a limited number

of F-5G. The F-5G is a follow-on aircraft to the F-5E/F, providing about

607 more thrust, improved avionics and armaments, better radar, quicker

‘response time, and improved maintainability. In short, the F-5G would meet

Taiwan's minimum air defense needs for the remainder of the century, but

would not represent a significant increase in Taiwan's current capabilities.

If the F-5G would satisfy Taiwan's needs and give its citizens a
sense of confidence in the future, as well as meet U.S. obligations under

the Taiwan Relations Act, what will be the PRC's reaction and how can the

sale be justified under the August 17 Communique?
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The reaction from ﬁhina will obviously be negative, but probably

significantly leés so than if a more advanced fighter such as the F-16A

were sold. The latter would give Taiwan an offensive threat against the
mainland, whereas the F-5G has very limited ground attack capabilities.

Would the sale of an obviously}defensive ajrcraft cause Beijing to change

its fundamental strategic, political, and economic directioné? fhe answer

to that éuestion has to be no. Essential U.S. interests in a stable, peaceful,
ﬁoderate, and indep;ndent Chiné will not be damaged. Would Beijing cuf oé%
relations with the United States? As previously noted, China distinguishes’
between various aspects of its relations with the United States. Therefore,
economic'and strategic relations probaGEy would not be damaged at ali. Polifical
relations would be affected, but the extent to which damage would be done 1is
a'variable largely in U.S. hands. Determining factors would include: (a)

how many F-5G would to be builL; (b) the publicity surrounding the sale, (c)
Taiwan's behavior ove? the sale -- ig, whether ROC authorities flaunted the
sale or were circumspect in their comments, (d) the justification used to
explain the sale —- ie, whether China was named as a threat or whether it
was made to éppéér as a natural evolution of the aircraft productioﬁ contract
between Ngrthrop and Taiwan, and (e) U.S. efforts to explain beforehand the
:;ale to the Chinese so as not to appear devious. U.S. domestic critics to

the sale might be countered by references to a "qualitative index" to meet

evolving threats, comparable to the "inflation index" announced in March 1983.

The biggest advantage of this policy option is that, once the initial

"smoke' has cleared, Sino-American relations can again be held in proper

balance on the dual-track approach which has characterized U.S. China policy

over the last 13 years. An option in either direction -- ie, towards more
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advanced fighter sales, or less advanced sales —— would tilt the balanced

policy toward either Beijing or Taipei and effectively undermine the ideal

U.S. position.

It 1s therefore recoﬁmended that in the 1985 debate over the issue of an

advanced aircraft sale to Taiwan the Administration adopt the folltowing policy:

sell Taiwan a limited number of F-5G by permitting Northrop and Taiwan to

refit their existing coproduction facility on the island. At the same time,

every effort should be taken to minimize the damagé this would bring to U.S.-

PRC relations. Such a policy is necessary to preserve the dual-track China

policy the United States has followed since 1969,

RS

P r
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C., 205086

March 3, 1982

MEMORANDUM FOR L. PAUL BREMER III
Executive Secretary
Department of State

SUBJECT: Status Report on Arms Sales to Taiwan

The President has read and approved ydur February 26 memorandum
on the status of arms sales to Taiwan. His approval was with

the proviso that no inordinate delay by the PRC should be
tolerated.

NoloJ 0. Ll

Michael 0. Wheeler
Staff Secretary

—SECRET—
Derivative Cl By State
Review on March 3, 2002
Reason: Extended by State Memo dated 2/26/82

SECRET —
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MEMORANDUM 1064 Add-on

THE WHITE HOUSE

WASHINGTON

ACTION

MEMORANDUM FOR THE PRESIDENT

FROM: WILLTIAM P. CLARK
SUBJECT: Status Report on Arms Sales to Taiwan
Issue

Is the current status of arms sales to Taiwan satisfactory from the
United States point of view?

Facts

- Formal notification to Congress of a $60 million spare parts
sale to Taiwan has been delayed pending resolution of our efforts
to settle our dispute with the PRC over continued arms sales.

- Both Congress and Taiwan representatives were told in late January
that this delay would be for no more than a few weeks.

- To make certain that Taiwan does not run out-of spare parts, a
"bridge" case has been approved for $21.5 million that will keep
Taiwan in spare parts through May.

- We will not countenance inordinate negotiating delay on the part
of the Chinese and will proceed with notification if they appear
to be continuing their tactics of delay.

Discussion

This report is useful in that it commits State to the following actions:

- If no Chinese response has been received by next Tuesday (March 2),
Ambassador Hummel will be told to inform the Chinese that time is
running out, and that we will proceed with notification if an
expeditious response is not received.

- State will brief both Congress and the Taiwan representation next
week of the further short delay.

- As soon as the spare parts notification issue has been resolved,
State will revert to its original arms procurement schedule which
would have action on the entire package completed by the end of

August.
Recommendation
Okay No
fﬂl That you approve the contents of this memorandum with the

specific proviso that any inordinate delay by the PRC
will not be tolerated.

Attachment

Tab A Status Report dated 2/26/82 Prepared by:

. Donald Gregg
kgggggg Review on February 26, 2002 ™N} B -T-
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MEMORANDUM

NATIONAL SECURITY COUNCIL
SSRERF P March 3, 1982

ACTION

MEMORANDUM FOR MICHAEL O. WHEELER
FROM: DONALD GREGG ﬁﬁ&

SUBJECT: Presidential Approval of State Memorandum -~
Status Report on Arms Sales to Taiwan

Attached, as requested, is a memorandum to Jerry Bremer conveying the
President's approval of State's memorandum of February 26.

RECOMMENDATION

That you sign and forward the memorandum to State at Tab I.

Approve u// : Disapprove

Attachments

Tab I Memo for Signature
Tab II NSC Internal Note
Tab IIT Previous correspondence

cc: Norman Bailey
Bob Kimmitt
China Office

—SECRET
Review on March 3, 2002

“SECRET-



SECRET
DEPARTMENT OF STATE

Washington, D.C. 20520

MEMORANDUM FOR MR. WILLIAM P. CLARK
THE WHITE HOUSE

Subject: Status Report on Arms Sales to Taiwan

Last December, we sent informal notification to Congress on
two FMS cases for Taiwan involving aircraft spare parts, one
for $37 million and the other for $60 million. Because of a
subsequent amendment to the FMS legislation, when Congress
reconvened in late January it was no longer necessary to
include the $37 million case in the formal notification. We
therefore processed that case, and the Letter of Offer and
Acceptance was signed by AIT on February 1.

In mid-January, the President approved a short delay in
Congressional notification of the $60 million spares case while
our efforts with Beijing to resolve the Taiwan arms dispute
were underway. Assistant Secretary John Holdridge briefed key
Congressional leaders and appeared in secret session before the
Senate Foreign Relations Committee on January 28. He informed
them of our intended action on the $37 million case and
explained that we would be delaying formal notification on the
$60 million case a few weeks. The previous day, John Holdridge
had met with Taiwan's representative, Dr. Tsai Wei-ping, and
informed him of the delay. Tsai indicated he understood the
reasons for the delay and offered no objection.

John Holdridge assured Tsai, and the Congress, that we
would take all necessary steps to ensure that there would be no
interruption in the flow of spare parts to Taiwan. To make
certain that the pipeline would be kept open throughout the
period of delay in notification, we approved a "bridge" case
in mid-February for $21.5 million. This will provide Taiwan
with adequate spares through May. Before approving the bridge,
we informed key Congressional staffers and met again with Dr.
Tsai to tell him of the bridge and reassure him that the $60
million case and August 25 package would be moving forward
according to the timeframe that we spoke of in January.

DECLASSIFIED
3
NS 002 —JYSS A
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At this crucial stage in our discussions with the Chinese,
we do not believe that we should proceed on the $60 million
case now, By next Tuesday, we expect to have a response from
the Chinese to our latest proposal. 1If, however, they ask for
a further delay, or if their response is not forthcoming, we
will instruct Ambassador Hummel to inform them that time is
running out and if no results are obtained expeditiously we
will proceed with the spare parts notification.

Congress expects formal notification on the spares in early
March. We have kept members of Congress closely informed on
this issue, and we will brief both them and Dr. Tsai next week
that there will be a further short delay in notification. We
expect continued Congressional support for our approach in the
near term so long as we maintain our consultations with them.

As soon as notification of the spare parts case has gone
forward, we will move rapidly ahead to the next items for sale
to Taiwan, beginning with Sea Chaparral Missiles. This
timetable will permit us to complete action on the entire
package approved by the President, including Congressional
notification where necessary, by the end of August as we have
previously planned.

My 0

. Paul Bremer, III
Executive Secretary
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NATIONAL SECURITY ¢ OU Nt (L

MEMORANDUM

SESRET February 26, 1982

ACTION

MEMORANDUM FOR WILLIAM P. CLARK

FROM: DONALD GREGG QQQ_

SUBJECT: Status Report on Arms Sales to Taiwan

In response to the President's question of February 24, State has

prepared a short memorandum summarizing the current status of our

arms sales to Taiwan. I believe that the President should see this
memorandum.

RECOMMENDATION
0K  No
Z:{i That you sign the attached memorandum (Tab I) which

comments on and transmits State's report (Tab A).

Attachments

Tab I Memorandum for Signature to the President
A State's Status Report dated 2/26/82

Tab I Previous correspondence '

cc: Norman Bailey
Bob Kimmitt

SEGAET.
Review on February 26, 2002

:
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“MEMORANDUM
SESRET THE WHITE HOUSE
ACTION : WASHINGTON

/ul

-SEGRET

MEMORANDUM FOR THE PRESIDENT

FROM: WILLIAM P. CLARK /[epoe - 7[(
SUBJECT: Status Report on Arms Sales to/Taiwan _;Er
Issue -

Is the current status of arms sales to Taiwdn satisfactory from the
United States point of view?

Facts

- Formal notification to Congress of a $60 million spare parts sale
to Taiwan has been delayed pending resolution of our efforts to
settle our dispute with the PRC over/continued arms sales.

- Both Congress and Taiwan representatives were told in late January
that this delay would be for no moye than a few weeks..

- To make certain that Taiwan does got run out of spare parts, a
"brldge“ case has been approved fpr $21 ‘5 million that will keep
Taiwan in spare parts through Ma

- We will not countenance inordingte negotiating delay on the part of
the Chinese and will proceed with notification if they appear to be
continuing their tactics of delay.

.scussion
11s report is useful in that it /commits State to the following acticns:

-~ If no Chinese response has en received by next Tuesday (March 2),
Ambassador Hummel will be t¢ld to inform the Chinese that time is
running out, and that we will proceed with notification if an
expeditious response is noy received.

~ State will brief both Congress and the Taiwan representation next
week of the further short/delay.

- As soon as the spare part/s notification issue has been resolved, State
will revert to its origimnal arms procurement schedule which would
have action on the entirée package completed by the end of August.

Recommendation /
/
oK No /
E Y That you approve the contents of this memorandum with the

specific proviso that any inordinate delay by the PRC
will not be tolerated.

Attachment ]
Tab A Status Report dated 2/26/82 Prepared By:

-SBCRET- Review on. February 26, 2002 4:2J::£21E3J:7‘r°°nald Gregg
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Washington, D.C. 20520 SENS ITIVE

January 28, 1982

MEMORANDUM FOR MR. WILLIAM P. CLARK
THE WHITE HOUSE

Subject: Holdridge Testimony Before the SFRC

Attached please find a copy of the current draft
of Assistant Secretary Holdridge's testimony today

before the Senate Foreign Relations Committee.

Yulberel

L.. Paul Bremer, III
Executive Secretary

Attachment:

As stated.

-SECGRETF

RDS-3 1/28/02
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NATIONAL SECURITY COUNCIL
—SECRET. WASHINGTON, D.C. 20506

February 24, 1982

. MEMORANDUM FOR L. PAUL BREMER, III
Executive Secretary
Department of State

SUBJECT: Request for Status Report on Arms Sales to Taiwan

It is regquested that your appropriate office prepare a report
summarizing the current status of arms sales to Taiwan including:

- Notifications to Congress;
- The "bridging" action on spare parts;

- Other recent reassurances given Taiwan concerning
downstream requests.

This report is requested by close of business, February 25, 1982.

TWialad) 0.0ty

Michael 0. Wheeler
Staff Secretary

~SESREL ___
Review on February 24, 1988
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NATIONAL SECURITY COUNCIL

MEMORANDUM

SECRET—~ February 24, 1982

ACTION

MEMORANDUM FOR MIKE WHEELER
FROM: DONALD GREGG 92\

SUBJECT: Request to State

I called over to State the request you passed along for an dpdate
on the status of Congressional notification re arms for Taiwan.
State has started to work but says they cannot respond to a tele-

phonic request (per Bremer) and thus needs a formal request. Such
a memorandum is attached.

Recommendation

That you sign and forward the memorandum to State at Tab I.

Approve ’/ Disapprove

Attachment

Tab I Memorandum for Signature

cc: China Office

BECRET™—
Review on February 24, 1988
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