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KEY JUDGMENTS

Deng Xiaoping—China's preeminent policymaker and the archi-
tect of the normalization of US-Chinese relations—is prepared to
downgrade both the symbolic and substantive nature of relations with
the United States if Washington breaches the limits of Chinese tolerance
of arms transfers to Taiwan. China has identified the sale of an FX air-
craft as outside those limits.

Despite consolidation of Deng’s power since the late 1970s, signifi-
cant resistance to his policies remains. Those who resist him on specific
issues do not now, however, constitute a cohesive opposition.

Deng is uniquely identified with the US relationship, and he will
act to limit his own political vulnerabilities on the Taiwan issue in order
to preserve the consensus behind his overall policies. Deng is fully
capable of sacrificing elements of his policy toward the United States in
order to preempt his opponents and protect his position. Thus protected,
he appears strong enough to ride out even a serious setback on the
Taiwan arms issue.

Chinese concern over the direction of US policy has prompted
Beijing’s repeated warnings—accompanied by a progressive narrowing
of options—regarding the consequences for bilateral relations of unac-
ceptable arms sales to Taiwan. Beijing is positioned to portray a US
decision to sell the FX as a violation of the understandings implicit in
normalization and as a grave blow to hopes for peaceful reunification
with Taiwan. The Chinese appear equally opposed to either the F-5G or
F-16/79 versions of the FX.

In the event of an outright sale of an FX aircraft to Taiwan, Beijing
almost certainly would demand the withdrawal of the Ambassadors in
both capitals and would reduce various forms of cooperation. Chinese
efforts to act in parallel with Washington on policies toward the USSR
and the Third World also would come under increased pressure.

It is highly unlikely that Deng would forgo sanctions even if an FX
sale were managed in a discreet, incremental, and publicly ambiguous




manner.' The Chinese view the FX issue as a litmus test of the US com-
mitment o the “one China™ principle. first expressed in the 1972
Shanghai Communique.

On the other hand. if US-sponsored improvements in Taiwan's
military capabilities fall short of an FX or comparable advanced
weapon systems, Beijing would formally protest the sales but would not
permit them to impede the development of other aspects of US-Chinese
relations.

' Specifically Betiing would react newatively to any US stratery for providing Taiwan the itnprosed
engine that in effect makes an F-3E into an F-5C iFX1. '
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DISCUSSION

L Dene Nisoping has been one of the central
tictres i Chinese politics since the Peaple’s Republic
was tounded in 1949 His RHITS
ness o tuke ereat risks, however, have bronght him
trouble along with stccess, Knocked ont of power by
Mao Zedone in 1966, Dene retuened in 1973 only to
be pureed acain in 1976 by a dying Mao concerned
about Dend’s independence. With the puree of the
Polithura’s lelt wine—the Gane of Four—alter \Mao's
death in 1976, Deng aain bevan the climb to leader-
“hip that has made him the strongest man in China
tml.n:

2. Dend has chipped away at the reputations of his
rivals by associating them with offenses committed
when he was ont of power. He has removed leftist
opponents from the Polithuro and diluted the strength
ob others who have resisted his initiatives! 4

He has sucereded becanse of his
dreve, connections, stratewy, and compromises. fnvok-
ime Deme's name s et always enonch to ilence
entics: indeed. Deng can be resisted and. when Deng's
palicies face problems, his critics have reined him in
throueh their collective pressure.

Deng’s Opponents
The Left

3o Adthoneh Deng has compromised repeatedly on
svecitic policies, his weneral domestic. gouls aree clear,
He wants to ensure his followers” succession to power.
o rebuild a party damaged by the Cultiureal fevoln-
tion, and to stimadate the ceonomny with a dose of
iarket torces. These obiectives hase locked him in
potential combat with the rouchhy bedf of the party
members who were jnducted  during the Cultural
Revolution, when there was o ereater cmphisic on
Today.  leftists are en-
tretw hed b every fevel of the Chinese wovernment and

wlevdocical  computiment.

Party DMreaneraey eveept at the very top where Deng
has concentrated his cnereies the past four yeurs

ot boreen policy. the feftists have long heen
disgened to a policy of controntation toward hath the

United States and the USSR, Their political tactics
have consistently dravwn on Chinag's reservoir of trudi-
tional \enophobia by attackimg as 4 seflout even the
sMischitest sieny of compromise with foreign powers.
Criticism along these lines can be discerned in the
alleories and historical commentaries thut are used to

air dissenting views,
The Military

3. Dena’s policies have aroused resentment within
the military. His determined efforts to remove the
military from politics and return it to the bharracks
have eraded the privilesed statos enjoyed by Army
officers. The military has resisted many of Deng's
ideolocical and eeonomic nitiatives, and showed its
political muscle this summer in pressing him to clamp
down on writers whose criticism of the behavior of the
military runkled senior officers.

fi. The military s views on foreien issues are less
clear, but Dense's policies toward Taiwan, along with
the reductions in the Army's share of the buduet,
peobably have pusduced opposition from within the
military. From the military's perspective, the prospect
of US-spomsored improvements in Taiwan’s military

“capability provides an arcument for corresponding

increases in China's defense budeet and i basis for
criticizing Dene’s approach to the Taiwan issue. Alle-
worical articies in the Beiiivg press have indicated that
same elements in the Army favor 1 tomcher line on

Tuiwan,
Party Conservatives

T Demg must aho deal with senior party leaders
who differ with wome of his policies. These senior
leaders—inchuding Ye Jianying, Chen Yun, and [,
Niannian—olten coalesce 1o pesist policy  initiatives
that they Fear mizht be (l}'&(;l'li!i(iltu,

S AL o conference. Tast December

problems with budeet deficits and inflation cambaned

mejor  party

with the perception of deterniorating social order to
restrain. but aot hult, Dene's political momentim. The
publication of propacanda thermes closely identified




with the military—like the need for Maoist “revoly-
tionary spirit "—-immediately after the conference also
indicated that the Army lent its weight to Deng's
critics.

9. The political crosscurrents at play last December
were complex, including feuds within the leadership
over the trial of the Gang of Four, the demotion of
Hua Guofeng, and the evaluation of Mao Zedong.
They were further complicated by a heightened con-
cern about US policy toward Taiwan,

10. Even so, the reaction to Deng’s prlicies and his
political problems last winter were less formidable
than in previous years. Deng benefited from the
success of his earlier efforts to reshape the Politburo by
removing recalcitrant leftists and promoting his own
allies. He was further helped by the disorganization of
his opposition, part of which was itself under attack.
The purge of the party's remaining leftwing leaders in
1980 essentially eliminated the chances for the leftists
at lower levels to challenge Deng.

Il. For their part, party conservatives retain their
positions in the central leadership, but they do not
advacate any coherent alternative to Deng’s programs.
Deng apparently intends to limit their influence over
time, but until he achieves that goal he cannot ignore
their upinions. The events last winter demonstrate that
the combination of the senior party conservatives,
leftists, and the Army’s application of political muscle
can significantly limit the scope of Deng’s program
and policies.

12. At the same time, however, it seems likely that
only extreme circumstunces could unitc the forces
within the Politburo to topple Deng. Deng has not
only improved his own pesition in the last few years,
but he also has adopted a more cautious political
approach to reduce his exposure to risk. Finally,
complementing Deng's more cautious tactics, the be-
havior of the conservatives suggests they want to avoid
disarray in the leadership.

Deng and the Taiwan Issue

13. Since the normalization of US-Chinese relations, §
Chinese officials have repeatedly highlighted Taiwan 1
and the arms sales question as “sensitive” issues for the §

“leadership.” Given the fact that Deng has personally
managed China’; relationship with the United States,

to any criticism of the

turning it to his political advantage, the question
therefore urises whether Deng's handling of relations
with the United States and Taiwan is a sutficiently
volatile issue to bring him down.

I4. Deng immediatety assumed the management of
US-Chinese relations when he returned to power in
1977, In August of that year. for exampie. he toid
Secretary Vance during their talks that there was no
need to refer to then Premier and party Chairman
Hua Cuofeng for guidance. The dangers iaherent in
Deng’s exposed pasition apparentiy zccounted for
Deng’s subsequent public denunciation of the Vance
trip following foreign press reports that Deng had
been “flexible™ on China’s right to use force to regain
Taiwa

15. Deng cemented his control over US-Chinese
relations during the final days of normalization talks in
D=cember 1978, when he personally conducted the
negotiations. At that time, Deng and his supporters
were simultaneously engineering a major political
victory at the Third Party Plenu

R he
cnincidence of the plenum and normalization negotia-
tions makes it logical to assume a political connection.
Given Deng’s role as a link between the two events, he
mortgaged a share of his personal position to a success-
ful management of US-Chinese relations.

16. More specifically, Deng’s handling of the nego-
tiations may have made him individuaily vulnerable
tion understandings.

normali
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17. After considerable agonizif

< opted instead to seize the opportunity to
close the’normalization deal while putting aside the
question of future US arms sales to Taiwan. That
decision left Deng particularly exposed on the arms
auestion, and he may have argued in leadership
discussions that normalization. coupled with the Chi-
nese campaign for "peaccful.reunification" with
Taiwan, would lead to a phasing out of US arms
transfers to Taiwan as tensions in the area diminished.

18. In this context, the Chinese leadership now may
v.ew a strict limitation on arms sales to Taiwan as a
necessary _respo. to Deng’s peaceful reunification

initiatives. | 1T RCOUNTNUR

19. Deng’s personal association with the normaliza-
tion agreement was reinforced by his triumphal visit
to the United States the next month, in response to an
invitation that had been offered to either Hua or
Deng. Deng also has continued personally to handle
important discussions with US leaders.

20. Although Beijing remains strongly opposed to
arms sales in principle, it has not allowed the issue to
inhibit the rapid development of the US-Chinese
relatiopshi

wants to avoid a coincidence in arms 53
and other aspects of US-Chinese relations that would
create an impression of Beijing's acq “iescence in US

SE

del

ay for his own political reason

22. Chinese concern over the Taiwan issue in gen-
eral—and over the potential for problems with Wash-
ington cver weapons sales in particular—grew mark-
edly during 1980. Moreover, Chinese uncertainty
about the direction of US policy toward Taiwan has

.prompted repeated warnings about the consequences

for US-Chinese relations of US decisions on the arms
sales issue.

Beijing’s Objection to Advanced Weapons Sales

" 23. This concern underpins Beijing’s anxiety over
sales of advanced weapons, in particular the FX
aircraft. From the Chinese perspective, Taiwan is
seeking the FX not to shoot down other aireraft, but to
bring down the US-Chinese relationship. Beijing be-
lieves that Taipei wants the FX in order to demon-
strate US willingness to help Taiwan prevent reunifi-
cation on Beijing's terms. The net result would
impiicitly acknowledge the concept of “two Chinas”
or "one China, one Taiwan"—something that Eeijing
insists it cannot accept in its relationship with
Washington,

24. Since last year, Beijing has responded with a
drumfire of criticism to every indication from either
Taipei or Washington that the United States might sell
the FX to Taiwan. In the process, the Chinese have not
distinguished between the alternative FX models; they
apparently would find the F-3C and the F-16/79
equally objectionable. Indeed, their behavior strongly
suggests that it is not the aircraft itself, but its symbol-
ism of US support for Taiwan's political claims, that
disturbs Beijing.

25. Last January, for the benefit of the new US
administration, Beijing mounted a concerted demon-
stration of its determination to resist any FX sale.
Next, the Chinese applied maximum political pressure

on the Netherlands to grevent the sale of conventional
submarines to Taimib
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* Final approval of the sale by the
- Dutch pariiament Ted o reduction in relation, to the

charce daffaires level in Februars . tollowed by Chi-
fese measures to alter other bilateral economic ties,

. 26, The Chinese intentionally have used both the

Duteh case and their subsequent statements on the
ares sale issue conscionsly 1o narrow their aptions for
responding to gn nnfavocable FX dectsion. Ths Kind
of sicnaling process s managed carefully by the
Chinese. and they can be expected to act in a manner
that will noc impair their credibility.

27 Sino-Dutch and Sino-US relations, however. do
not offer precise parallels, Strictly speakine. the Dutch
precedent suggests that, in the event of an FX sle
Beiiing would insist that the US Embussy return to ivs
statns as u livison office before to normalization,

interpreted the Duteh submarine sale to be an implicit
recognition of the sovercignty ot Tajwun, ag

of the X would undercut LS acknowledement of
“one China™ in the Shangha Communique. However,
itis more likely that Bedjime would call for th . removal
of .\m!)m'sudmjs from both capitals. bit not for the
retrosression
I ae . .
caction by baluncing their need to Mmaintain
credibility awainst the difficulty of rebuilding relations
at a later date,

Deng’s Options

28, Deng has ruled out netotiating a quid pro quo
for the sale of advanced aircraft to Taipei and asserted
that US-Chines » celations will “retrogress”™ as 4 result.
China, however. still possesses a variety of possible
reprisals, which ranee from efforts to reverse any
decision on sales to sunctions awainst the United States
once a decision iy firm.

Reaction to the Sale of the FX Aircrofiiime

29 An outright decision by the United States to <olf
tne X aircraft tF-16:79 or F-3G) to Taiwan worntld

s;(er

vroduce a4 streng reaction from China. Bedjing wondd
loudly inteipret the decision as an attempt to puraie .
centrat

“two Chinas”™ policy  that undermines the

principle of US-Chinese relations,

300 China’s most recent proposal an reunificay on
with Taiwan wus engineered by Deng in part to
dissuade the United States from selling the £ 10
Taiwan. For Deng to “fuil” with respect to the i°X
would fead some to call into auestion the broader 1ssie
of peaceful reunification. Although China’s options
with reward to Taiwan are limited by the military and
political costs inherent in any military move auuinst
Tuiwun, there would be pressure to retreat from the
conciliatory policy China has adopted vis-a-vis Tuivwun
and even to take steps that would increuse tensions 1

the Strait.

VIOt

BAThis would almost certainly  produce
etforts on his part to blume and punish the United
States: Dens has already cuided Chinese diplomatic
moves to place some distance between China and the
United States in propaganda and policy woward the
Third Warld. for example, as a sign of things to come,
In the domestic setting, Deng would try
himself by implicating others in the policy failure and
by accommodating the political interests of key fiu-
nres—and potential antagonists—within the

o protect

leader-
ship.

32. The Dutch precedent sugests that US-Chinese
dinlomatic refations would be reduced at Jeast to the
chuarge level. Such a decision would be likely 10
oreclude resumption of normal relations for a few
years. Strategic cooperation would he significunt!y
reduced, if not ende )

33, In economic terms, purchases of US ¢rain mig)
be reduced. returning the Cnited States o its former
status as a market of lust resort. China also would not
purchase US arms or technology: symbolic arms pir-
chases, nuclear plunt purchases, und some other corm-
inercial  activitics would be diverted to European
suppliers.




Reaction to Gre4uated Enhancement of
the F-SE Leading to the FX Aircraft

340 A decision to provide an aircraft equivalent to

the FX by cradually upgrading the F-3E would be

.. treated by the Chinese as tactamount to an immediate
FX sale and they would react in essentially the same
fashion. The Chinese believe that Taiwan wants the
advanced fishter as a symbol of US commitment to its
tndependence, and any information that China obtains
about the aircraft improvements from Taiwan or

elsewhere will t

reate pressures on Deng to retaliate. These
pressures would intensify wreatly—as would the Chi-
nese response—if  any formal, governmental an-
nouncements of uitimate US intentions were made.

Reaction to Improvements That Fall Short
of an FX Aircraft Transfer

35. China’s reaction to any US-sponsored improve-
ments in Taiwan's fishter aircraft capabilities that fzil
short of an outright FX transfer—improvements other
than provision of a single. more powerful engine for
the F-3E—would depend on Beijing's assessment of
what the changes meuan in terms of US intentions
toward Taipei. Here too, Beijing could temporize at
first because of the uncertainties attached to US
actions, but the attention already focused on the FX
isste would make it impassible for the Chinese to
leave even minor improvements in Taiwan's air capa-
bilities politically unchallenged. But in the end, if the
Chinese conclude that US arrantements with Taiwan
do not include provision of the FX, they would
support continued development in bilateral relations.

36. As was the case with previous US arms sales to
Taiwan. Beijins: wonid formally protest the sales, but
would not permit them to impede the development of
other aspects of US-Chinese relations.

Deng and the Leadership Situation

37 How Denss handles China's response to 1S

actions regarding arms sales o Taiwan will depend 1)

some deg <t

the time,

= [ B34
" of the Tuivwun question and the “eelines
of one billion Chinese ™ an the subieet. Moreover, Deng
told former President Ford fast March thar US-Chie
nese relations “are not matters that can be handled by
a few Chinese,” implying that the relutively srall
circle of officials. including himself. who have handled
policy toward the United States now must snswer to
others.

38. The opening to the United States enjoys hroad
support within the Chine<e leadership. Problems o er
Taiwan, however, could be especially difficult ior
Deng if they occurred at « time when he was affering
reverses in other major policy areas. In these circum-
stances. a challenge to Deng's leadership micht open
the way for his rivals to question the policy of turniag
to the United States and the West as a meanc of
counterbaluncing  the USSR and  aidime  Ching s
moadernization.

39. Deng has assets that he can deploy —and
some cases has already deployed—to protedt himeeif
from assaults on his handlinag of US and Taiv.n pobies
Deng hus steadily reduced the power of his historieai
rivals on the left, and bolstered his support ot the top
levels of the leadership even after tronbles becagie
apparent in US-Chinese relations this year. His mea
formidable competition—from senior consers atis e
is not organized and lacks a clear alternative program.
Although Deme’s work in munasing the military is bur
from complete, he has made progress, and the Armny
does not by itself appear to constitute a threat to b
rule. In sum, Deng now appeears strong enough to ride
out even a shurp domestic hacklash aseainst the U nited
States and his policies. Moreover. Denge is cortain to
tuke the lead rather than find himself driven by exente
if US arms decisions set in train a deterioration m 1 s
Chinese relations.
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