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Abstract

This article examines the influence of Taiwan’s rapid technolo-
gical advancement, particularly in the field of semiconductor
manufacturing, on the dynamics of geopolitical relations bet-
ween Taiwan, the People’s Republic of China (PRC), and the Uni-
ted States of America. It argues that Taiwan’s emergence as a
central hub in global supply chains has significantly increased
its strategic relevance to U.S.-China relations. This development
produces a dual effect since it intensifies the competition of the
world’s powers and concurrently serves as a deterrent to open
conflict, positioning Taiwan as both a potential flashpoint and
a stabilizing factor in the Indo-Pacific region. In the 21st-centu-
ry international system, technological capability is a principal
determinant of nations’ power, security, and global influence.
Taiwan’s dominance in semiconductor production not only sus-
tains its domestic economic growth but also renders it indispen-
sable to global technological interdependence. Consequently,
the prominence of Taiwan amplifies the strategic implications
of any potential cross-strait confrontation, particularly given the
PRC’s repeated assertions of sovereignty over Taiwan. Further-
more, Taiwan’s technological advantage raises critical questions
regarding its deterrence capacity and the broader effects of
U.S. export controls on China’s access to advanced technolo-
gies. Methodologically, the study applies a structured analytical
framework incorporating SWOT-analysis to assess the strengths,
weaknesses, opportunities, and threats that are faced by both
Taiwan and the PRC. This approach promotes a systematic un-
derstanding of how technological innovation, economic leve-
rage, and military capability intersect in shaping strategic beha-
vior. The findings indicate that Taiwan’s technological progress
enhances its strategic value, constrains China’s geopolitical am-
bitions, and consolidates U.S. influences in the region. However,
the analysis also highlights that an escalating technological ri-
valry generates new systemic risks, revealing a precarious balan-
ce between deterrence and escalation in cross-strait relations.
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Abstrakt

Niniejszy artykut analizuje wptyw szybkiego rozwoju tech-
nologicznego Tajwanu, szczegdlnie w dziedzinie produkcji
pétprzewodnikdw, na dynamike geopolitycznych stosunkéw
miedzy Tajwanem, Chinskg Republikg Ludowg (ChRL) i Stana-
mi Zjednoczonymi (USA). Autorka artukutu argumentuje, ze gdy
Tajwan stat sie centralnym weztem w globalnych tancuchach
dostaw, jego strategiczne znaczenie w ramach stosunkéw USA-
Chiny znacznie wzrosto. Zjawisko to ma podwdjny skutek:
nasila rywalizacje mocarstw, a jednoczesnie dziata jako czynnik
powstrzymujacy otwarty konflikt, sytuujgc Tajwan zaréwno ja-
ko potencjalny punkt zapalny, jak i czynnik stabilizujgcy w regi-
onie Indo-Pacyfiku. W systemie miedzynarodowym XXI wieku
potencjat technologiczny jest gtéwnym czynnikiem decydujgcym
o sile, bezpieczenstwie i globalnych wptywach panstw. Dominac-
ja Tajwanu w sektorze produkcji pétprzewodnikéw jest nie tylko
Zrodtem wzrostu gospodarczego kraju, ale takze niezbednym
elementem globalnej wspétzaleznosci technologicznej. W kon-
sekwencji znaczenie Tajwanu przektada sie na strategiczne im-
plikacje potencjalnej konfrontacji po obu stronach ciesniny,
zwtaszcza biorgc pod uwage powtarzanie przez ChRL deklaracje
o zwierzchnosci nad Tajwanem. Co wiecej, przewaga techno-
logiczna Tajwanu rodzi kluczowe pytania dotyczace potencjatu
odstraszajacego i ogdlniejszego wptywu amerykanskiej kontroli
eksportu na dostep Chin do zaawansowanych technologii. Pod
wzgledem metodologicznym opracowanie siega po ustrukturyzo-
wany model analityczny uwzgledniajgcy analize SWOT w celu oce-
ny mocnych i stabych strony oraz szans i zagrozen, przed ktorymi
stojg zaréwno Tajwan, jak i ChRL. To podejscie pozwala uchwycic
w sposéb systematyczny jak innowacje technologiczne, wptywy
ekonomiczne i potencjat wojskowy wspdtksztattujg zachowania
strategiczne. Uzyskane wyniki wskazujg, ze postep technologiczny
Tajwanu zwieksza jego wartosSc¢ strategiczng, ogranicza geopolity-
czne ambicje Chin i konsoliduje wptywy USA w regionie. Analiza
podkresla jednak rowniez, ze eskalacja rywalizacji technologicz-
nej wprowadza nowe zagrozenia systemowe, ujawniajgc kruchg
réwnowage miedzy zapobieganiem a eskalacjg w stosunkach po

obu stronach ciesniny.

# Stowa kluczowe
Tajwan, Chiny, USA, sprawa Tajwanu, postep technologiczny,

bezpieczenstwo narodowe, analiza SWOT
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Problem statement

The influence of technological progress on the relations bet-
ween the world’s leading powers, particularly China and the
U.S., is currently becoming an especially significant issue. This
is caused by strategic competition, expansion of spheres of in-
fluence, and the desire to dominate at the regional and global
levels. Tensions in Washington-Beijing relations are noticeably
increasing. The Taiwan issue is relevant in this context, and the
study of Taiwan’s technological development helps understand
its impact on economic interaction and geopolitical stability in
the region (Lai, 2024) and capture the distinctive features of
U.S.-China relations in the high-tech sphere.

The world’s most developed countries are rapidly
transitioning to an information society model, where advanced
technologies determine not only the political, economic, and so-
cial position but the military potential of states. Due to Taiwan’s
strategic significance in the global supply chain, especially in the
production of semiconductors and electronics, its technological
progress is directly related to ensuring the national security of
many states around the world (Shivakumar & Wessner, 2022).
Having historically gone from being a full member of the United
Nations to defending its right to recognition, Taiwan has become
one of the most progressive democracies in East Asia. Thanks to
its vigorous information and technological progress and rapid
economic growth, Taiwan has received the unofficial title of an
“Asian Tiger.”

However, whether Taiwan'’s technological progress can
prevent a war between mainland and insular China and whether
the trade restrictions imposed by the U.S. on the export of semi-
conductors to the PRC will aggravate the international security
crisis and initiate a new Cold War remain open questions.
Periodic visits by U.S. government representatives to Taiwan,
the economic war between the U.S. and the PRC, the confron-
tational rhetoric of the PRC leader regarding the possible use of
force to reclaim the “separated province” by 2027, the authori-
zation of non-military deployment of the army, and the lack of
direct military security guarantees from the U.S. in the event of
an attack on Taiwan cause concern in the international commu-
nity as the risk that the conflict will soon escalate is increasing.
Therefore, it is important to develop forecasts and strategies to
minimize this risk and ensure readiness if the conflict does spiral
into an acute phase.

Most research recognizing Taiwan’s technological pro-
gress as a factor in U.S.-China relations has been carried out by
the U.S. National Security Commission on Artificial Intelligence
(Hertog & Gerland, 2023). Significant contributions in this field
have included Chris Miller’s Chip War: The Fight for the World’s
Most Critical Technology and the analytical papers of the Center
for Strategic and International Studies at Georgetown Universi-
ty in Washington (Kwan, 2022). Analysts and political observers
from the U.S. Institute of Peace, which was established by the
U.S. Congress, have also thoroughly studied this issue (Arcuri &
Lu, 2022). Besides, the current agenda in this area is covered by
world-renowned magazines such as Bloomberg (Wu, 2024), The
New York Times, and The Wall Street Journal.

However, the subject has not received sufficient attention in the
European research community, and the salient role of Taiwan’s
advanced technologies in the development of the Taiwan issue
is mentioned indirectly at best. This dearth of studies makes our

research relevant.

Purpose and Objectives

The purpose of the article is to study the current state and fu-

ture prospects of the influence of technological progress on the

Taiwan issue. In order to achieve this goal, a series of research

tasks must be completed. They include:

» establishing the causes and sources of the emergence of the
Taiwan issue in international relations;

« determining the level of readiness of the PRC and the Republic
of China for confrontation in the Taiwan Strait;

« analyzing latent processes of world politics related to the
Taiwan issue;

« studying the evolution of the defense strategy of the Republic
of China;

» constructing scenarios for the further development of the
Taiwan issue; and

» offering conclusions and recommendations for the develop
ment a short-term strategy of the Republic of China to secure

its national interests in the international arena.

Presentation of the Main Material

The Taiwan issue is one of the most fraught and relevant geopo-
litical dilemmas in the context of global politics and security in
the Asia-Pacific region,. Studying the current situation of the PRC
and the Republic of China, as the main sides to the conflict, is of

critical importance to understanding potential developments in
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the region, including the possible consequences and likelihood of
conflict escalation.

To assess the actual situation for Taiwan in its conflict with the
PRC, we conducted a SWOT- analysis. Because there are no direct
U.S. military guarantees for Taiwan and the two countries are not
part of any military alliances together, the SWOT-analysis makes
it possible to assess the real status of Taiwan’s capabilities in the
conflict with the PRC, showing Taiwan’s strengths and weaknes-
ses, determining opportunities and threats, outlining internal and
external factors that may affect the stability and policy of both
states, and emphasizing the interconnection between domestic

policy and foreign policy strategies.

By comparing the basic SWOT matrices of the PRC and Taiwan,
it is possible not only to establish the current capacities of both
states but also to assess how prepared they are for escalation and
response to conflict. This will help understand potential directions
of relations between the PRC, Taiwan, the U.S., and their regional
allies, also showing how this affects the security of the Asia-Pacific
region.

The SWOT-analysis matrices (Tables 2.1 and 2.2) include latent

processes of world politics related to the Taiwan issue.

Strengths

‘Weaknesses

1. The second-largest economy in the world as
of 2025. The world’s factory (China’s GDP,
2024,

2_ The second most populous country in the
world (Hertog & Gerland, 2023).

3. The third most equipped army in the world,
and the largest by the number of personnel
(China’s political, 2025). Possesses nuclear
Weapons.

4 High level of infrastructure development.

5. High level of patriotic population.

1. Authoritarian regime, total media censorship,
ideclogical persecution (China’s political,
2025).

2. Economic recession.

3. Sigmficant dependence of the industry on
foreign patents and resource supplies (W,
2024; Ting-Fang, 2023)

4 Separatist sentiments in Hong Kong and
Tibet. Ethnic cleansing against Uyghurs.

5. High level of corruption. Corruption scandals
in the military sphere. Corruption in the ruling
elite of the CCP (McDonell, 2024).

6. Latent formation of an internal opposition to
the ruling CCP regime and X1 Jinping.

Opportunities

Threats

1. A haghly developed external market for goods
and services.

2 A large number of debtor states among the
developing countries in Africa (Bozhey, 2019).
3. The PRC 1s the main strategic rival of the U5,
on the world stage, which helps attract allies
with corresponding political goals.

4 Political influence in the UN. A developed
network of diplomatic relations and promeotion
of the “One China”™ policy.

5. Dynamic development of a new system of
international relations between the U.S. and the
PEC as the most influential centers.

1. Territorial conflict with the Republic of
China over Taiwan and adjacent islands.

2_ Confrontation with the U.S_ over support for
Taiwan (Kwan, 2022).

3. Border disputes with India over Tibetan
territories (Vohra, 2024).

4 Border disputes with the Philippines over
Scarborough Shoal.

5. Economic restrictions on semiconductor
imports from the U.S. (Vohra, 2024).
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Table 2.1

SWOT-Analysis of the PRC’s Capabilities in the Modern Period
The results of the SWQT-analysis indicate that China’s main ad-
vantages stem from its considerable economic development,
which serves as a universal tool for achieving many internal and
foreign policy goals, as well as for furthering national interests at
the international level.

Confrontation with the U.S. over its military support for Taiwan

and the blocking China’s semiconductor imports causes severe
tensions between the countries. Misunderstandings and inci-
dents in the South China Sea trigger the formation of an anti-Chi-
na coalition. This, in turn, bolsters Taiwan’s capacity for resistance
in the event of a full-scale invasion ny increasing the likelihood of

receiving support from China’s rivals.

Table 2.2

Strengths

Weaknesses

1. Strong high-tech economy. High standard of
living.

2. World leader in the production of advanced
semiconductors, critically mmportant for the
global information, technology, and electronics
industry (Crawford & Jarrell, 2021).

3. High level of infrastructure development,
defense systems, and modern armed forces
under constant modernization.

4. Strong national identity. Democratic order.
3. Geostrategic island location complicates a

potential PRC invasion.

1. Significant dependence of the economv on
trade with the PRC.

2. Significant dependence of the economy on
semiconductor exports (Wu, 2024; Wu Debby,
2024).

3. Penwodic natural disasters (Wu Debby, 2024)

4 Low birth rate and an aging population,

negative population growth.

5. Ambiguity of the official declaration of
independence (Lai, 2024).

Opportunities

Threats

1.Growing economy and an external market of
worldwide strategic importance for global
supply chains (Crawford & Dillard, 2021).

2. Active expansion of the anti-China coalition
through cooperation with regional rivals of the
PRC.

3. Increasing support from the U.S. and its
allies; wxtensive unofficial relations through a
wide network of representations.

4. Military support from the U5 ; confrontation

between democracies and authoritarian states.

1. Ternitonial conflict with the PRC.

2. Proximity to the PRC’s shores makes shelling
from the mainland possible.

3. Diplomatic izolation (de jure) resulting from
the PRC’s claims and its “One China™ policy.
Key allies, Japan and the US| do not recognize
Taiwan’s independence.

4. Geographic distance from allies in Europe;
High risk of blockades and supply cutoffs if the

conflict escalates.
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SWOT-Analysis of the Capabilities of the Republic of China
(Taiwan) in the Modern Period

The results of the SWQT-analysis indicate that Taiwan’s
main advantages lie in the strategic significance of producing ad-
vanced technologies, particularly semiconductors, which are part
of the global supply chains of most technology companies in the
world (Crawford & Jarrell, 2021). However, the two states are re-
markably interdependent due to economic and industrial factors,
as well as their mutual involvement and critical importance to the
global market.

If the conflict escalated, Taiwan’s economy would also
suffer major losses because of its considerable dependence on
exports. The military power of the PRC incomparably exceeds
Taiwan’s defensive capacity; however, the high-tech equipment
of Taiwan’s defense complex may enable it to withstand attack
until the arrival of backup from its allies though the risk of en-
circlement is high. Given this, securing U.S. support is a primary
existential issue for Taiwan.

A belt of potential and actual opponents of Chinese in-
fluence has arisen around China. If the Taiwan crisis exacerbated,
these opponents would support the U.S. position in the China-
Taiwan confrontation. The belt consists of Japan (a historic irre-
concilable opponent and ideological antagonist), South Korea (a
strategic rival), Taiwan (an existential adversary, the “separated
province,” whose capture is China’s strategic goal), the Philippines
(a strategic rival in the South China Sea region), Vietnam (a rival
forinfluence in the South China Sea area), Malaysia and Indonesia
(both being potential U.S. allies in a confrontation with the PRC).
In view of the above, global interest in stability in Taiwan can be
said to be significantly increasing. This is due to the fact that any
disruptions in the supply of strategic resources, whether caused
by military conflicts or by natural disasters, may have far-ranging
global consequences. This highlights the importance of sustained
diplomatic efforts and international cooperation to ensure peace
and stability in the region.

Politics is traditionally considered to require transparen-
cy and openness; however, many significant political processes
and decisions unfold beyond public and academic visibility. In the
context of relations between the PRC and the U.S. regarding Tai-
wan, the primary task is to assess how prepared the PRC is to pur-
sue a military resolution or a peaceful settlement of the conflict.
Processes in China’s social sphere may to a considerable degree
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either stimulate and hasten a large-scale military clash or slow
down its development.

The inductive method made it possible to identify latent
processes in the PRC’s socio-political sphere, which suggest that
an internal opposition to the ruling CCP regime and Xi Jinping is
arising. The active transition from an authoritarian to a totalita-
rian regime in the PRC increases the probability that Xi Jinping,
as head of the state, the governing party, and the armed forces,
will attempt to seize Taiwan if he is uncertain of being re-elected
in 2027. This would satisfy major ambitions of and have a pro-
nounced reputational importance to any leader of the PRC.

The legitimacy of the CCP and Xi Jinping’s power cur-
rently rests on ideological, coercive, and economic foundations.
If one of these pillars collapses as a result of internal protests,
corruption in the party, public resistance, or economic sanctions
and the decline of markets and living standards, a chain reaction
may be triggered leading to extreme consequences. Should this
occur, an attack on Taiwan would accelerate such developments.

However, an armed conflict combined with an economic
recession would prompt heightened protests and spark oppositi-
on movements. This would most probably cause serious econo-
mic losses and internal instability.

To analyze the broader international context of U.S. and
PRC policies on the Taiwan issue, inductive and deductive analy-
ses were simultaneously carried out. They confirmed the hypo-
thesis that complex latent processes contribute to deepening the
crisis in the Taiwan Strait under modern conditions. As destabili-
zing factors in international relations are on the increase, conflicts
between democratic and authoritarian states are intensifying.

The modern international system is undergoing a pro-
found transformation, which will in long-term lead to bipolarity,
with centers in the U.S. and the PRC. This redrawing is accom-
panied by an escalation of old conflicts, the emergence of new
points of confrontation, and the redistribution of influence among
powerful states.

While China calls on the global community to refrain
from official contacts with Taiwan, the world’s leading powers are
aware of their dependence on Taiwan even if they do not officially
recognize the Republic of China (Crawford & Dillard,2021).

Taiwan, which China officially views as its separated
rebellious province, attracts attention and interest from nu-
merous unofficial partners in virtue of its production of ad-
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vanced computer chips. A special place among semiconduc-
tor manufacturers in Taiwan is held by Taiwan Semiconductor
Manufacturing Co., the world’s largest factory and the main
supplier of chips for Apple Inc. smartphones, Nvidia, artifi-
cial intelligence companies, and the high-performance com-
puting sector (Crawford & Dillard, 2021; Arcuri & Lu, 2022)
However, this does not make Taiwan the only important player on
the semiconductor market. The U.S. maintains the leading positi-
on, especially in chip design and electronic software, holding key
patents for technologies and the right to revoke their use. The
Dutch company ASML Holding NV exerts and effective monopoly
on the production of equipment for manufacturing the most ad-
vanced chips. Japan is also an important supplier of equipment,
chemicals, and silicon wafers. Yet, with the steady rise in demand
for increasingly complex, smaller, energy-efficient, and powerful
chips, TSMC continues to stand out, incomparably excelling other
high-tech companies (Crawford & Dillard, 2021).

The most sensitive area for the use of Taiwanese micro-
chips in the context of any nation’s national security is their use
in precision military devices and artificial intelligence technolo-
gy, which has become a strategic, cutting-edge resource and can
serve depending on application as a tool for sustainable develop-
ment or a powerful weapon.

Semiconductor production is an extremely precise pro-
cess, scaled to hundreds of times beyond human perception,
operating at the nanometer level roughly ten times larger than an
atom and the process itself can take months in a vacuum under
continuous supervision by specialists (Wu, 2024).

State support programs for the high-tech sector, which
was designated as a strategic industry in the 1970s, and impro-
vements in academic and educational training of specialists saw
Taiwan supply its factories with highly qualified personnel and
surpass key competitors by 2020 (Crawford & Dillard, 2021).
Among the main factors that determine Taiwan’s leadership in
the semiconductor industry is the ability to hire highly skilled wor-
kers at relatively low wages as compared to countries such as the
U.S., Japan, and South Korea, where a qualified workforce tends
to earn two to four times as much. The semiconductor industry
in Taiwan employs 2.5% of the working population and is effec-
tively the country’s most profitable industry, which enables com-
panies to offer good pay and attract many qualified engineers. In
contrast, in the U.S., Japan, and South Korea, the semiconductor
industry is less profitable than other sectors, so graduates of tech-

nical schools choose more financially rewarding specialties, and
companies there cannot hire as many skilled staff.

For a long time, Taiwanese companies freely did busi-
ness with mainland China, but the combination of China’s large
cheap labor force, Hong Kong’s financial power, and Taiwan’s sup-
ply of high-tech microchips could, in the long run, make the PRC a
leading global technological superpower strong enough to absorb
Taiwan and become a serious U.S. competitor.

An independent commission established by the U.S.
Congress determined that China’s dominance in semiconductor
production or a sudden restriction of access to advanced micro-
chips, could pose a threat to U.S. national security and significant-
ly increase any opponent chance of victory in military conflicts. At
the moment, the USA is particularly vulnerable in the production
of the most advanced high-performance microchips critical for
the development and application of artificial intelligence techno-
logies, which have radically transformed the military sphere (Cra-
wford & Dillard, 2021).

As Taiwan’s main military and political ally and the hol-
der of key patents for its semiconductor production, the U.S.
exerts considerable influence on Taiwanese chip manufacturers.
Since 2019, companies using U.S. technologies in chip manufactu-
ring have been banned from trading with Huawei; in this way the
U.S. deprived TSMC of one of its major clients (Crawford & Dillard,
2021).

In the following years, the U.S. strengthened export
restrictions on chips to prevent China from acquiring advanced
technologies that could enhance its military potential, especially
in the Al sector (Shivakumar &Wessner, 2022). Thus, without di-
rect military confrontation, the U.S. efforts to limit the technologi-
cal development of the PRC have resulted in China being only able
to meet about 17% of its total microchip demand.

Despite the significant reorientation in the PRC’s latest
five-year plan from soft-tech to hard-tech sectors, and concerted
investment in high-tech R&D for semiconductors and precision
manufacturing, the imbalance between demand for and supply
of advanced microchips is still critical.

In spite of strict restrictions on importing the chip-ma-
king equipment, TSMC managed to secure temporary licenses in
2022-2023 to continue operations at its plants in Nanjing (China)
and applied for a permanent permit from the Bureau of Industry
and Security (Ting-Fang, 2023).

Because of increasing national security concerns and
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supply chain disruptions caused by the pandemic, the govern-
ments of the U.S., Europe, and Japan encouraged TSMC to ex-
pand geographically (Crawford & Dillard, 2021). The company is
currently building new facilities in Japan and the U.S.; however,
these factories will not produce the most advanced Al chips.

The U.S. still depends on Taiwan’s manufacturing capaci-
ties for the production of the most advanced semiconductors that
support critical defense algorithms. Details of the use of specia-
lized microchips in U.S. military equipment are classified, but it is
known that about 90% of the most advanced chips are manufac-
tured in the Republic of China. Meanwhile, U.S.-made semicon-
ductors remain one or two generations behind the cutting edge.

As of 2024, Taiwan accounted for 80-90% of the produc-
tion of the world’s most advanced chips, and there is currently no
real alternative to this source (Crawford & Dillard, 2021). The lack
of alternatives raises global concerns and causes commitment to
maintaining stability and security in Taiwan. This state of affairs
and the world’s technological dependence on Taiwanese produ-
cers gave rise to the concept of the “Silicon Shield” (USIP, 2024).
Jan-Peter Kleinhans, head of the Technology and Geopolitics Pro-
ject at the Berlin-based think tank Stiftung Neue Verantwortung,
has described Taiwan as “perhaps the most critical single point of
failure” for the entire semiconductor industry.

At the consumer level, the semiconductor shortage
was acutely felt between 2020 and 2022, when demand for new
“smart” electronic devices rose sharply due to the COVID-19
pandemic while manufacturing and logistics experienced delays
caused by quarantine restrictions (Crawford & Dillard, 2021). At
that time, global producers felt their deep dependence on unin-
terrupted supply chains from Taiwan.

However, there are dangers against which the Silicon
Shield cannot defend and by which it might even be destroyed.
Any changes in Taiwan’s logistics and energy infrastructure would
have consequences for the supply of advanced microchips. Any
production interruption might disrupt the process that requires
several weeks of isolation in a vacuum, especially for the most
advanced microchips (Wu, 2024).

In April and May 2024, a series of powerful earthquakes
struck Taiwan. A major quake of magnitude 7.2-7.7 occurred in
the east of the island, near the city of Hualien. It was the strongest
quake in 25 years, killing seven people, injuring more than 700,
and causing significant infrastructure damage. Earthquakes are
frequent in Taiwan as it is located at the boundary of two tectonic
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plates. Although key manufacturers resumed operations within
two days, some facilities were evacuated from the eastern coast
(Wu, 2024).

The rising demand for microchips is expected to offset
financial losses from the earthquake and to limit its potential
impact on the industry (Wu & Debby, 2024). However, the same
cannot be said for the consequences of a possible military conflict
between Taiwan and the PRC, which might cause global economic
losses of around $10 trillion, according to estimates. This corres-
ponds to approximately 10% of global GDP and far exceeding the
damage from the Covid pandemic and the global financial crisis.

Thus, the concept of the Silicon Shield ensures the im-
portance of peace in Taiwan, which is vital for the technological
progress of the entire world, and directly links the security of the
Republic of China to the security of its key ally, the U.S. (USIP,
2024). Given the current realities and Taiwan’s status, no signifi-
cant strategic discrepancies between the U.S. and the Republic of
China are expected, regarding restrictions on microchip export to
the PRC and the stability of supply chains for the U.S.

Having applied scenario analysis to open-source infor-
mation, we constructed possible scenarios for the development

of the situation in Taiwan Strait.
The Negative Scenario

Undoubtedly, the worst-case scenario for the Republic of Chinain
the context of the Taiwan issue in international relations is a full-
scale invasion by the PRC.

Wars are preceded by specific events that herald their
approach. There are diverse and complex political, military, eco-
nomic, and diplomatic factors that may indicate that a full-scale
war in the Taiwan Strait is looming. A redeployment of troops to
strategic positions is the clearest indicator. A buildup of Chinese
military exercises and capabilities in the vicinity of the Taiwan
Strait and in the region has long been observed.

There is a steady increase in aggressive rhetoric. Of-
ficial statements regarding sovereignty and territorial claims can
also serve as markers of approaching conflict. This is particular-
ly important in the context of a possible official referendum on
Taiwan’s independence. Although the newly elected president
of Taiwan advocates maintaining the status quo, this issue could
enter political discourse and have various consequences, as the
ruling party no longer holds a parliamentary majority.
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Instability or changes in political leadership on one or
both sides that result in more aggressive or nationalist policies
can also heighten tensions.

A sharp deterioration in diplomatic relations with the

U.S., suspension of dialogue, or severance of diplomatic ties
might also indicate escalating tensions although this remains un-
likely. Notably, there have been no official high-level contacts bet-
ween the PRC and the Republic of China in recent years.
The mutual imposition of sanctions or trade restrictions between
the conflicting parties or by international players may reflect in-
creasing international support for or opposition to one side. This
is vividly seen in the current trade war between the U.S. and the
PRC; restrictions on the production and sale of microchips are di-
rectly tied to the countries’ military capacities and are therefore a
clear signal to China (Shivakumar & Wessner, 2022).

The establishment or activation of military alliances and
defense agreements, as well as the transfer of military equipment
and other support to one side may increase the likelihood of con-
flict.

Heightened propaganda and information campaigns to
mobilize public opinion in support of military actions or portray-
ing the other side as the enemy may also signal preparations for
conflict (Arcuri & Lu, 2022).

The emergence and enhancement of this set of fac-

tors will indicate a rapidly increasing risk of a military invasion
by the PRC. The PRC’s full-scale invasion of Taiwan would make
the situation critical not only for the parties directly involved in
the hostilities but also for the entire world. It would have global
consequences, with its estimated financial cost to the global com-
munity being indeed devastating, as mentioned above. If occupi-
ed, Taiwan’s potential losses would be catastrophic, resulting in a
complete destruction of its state sovereignty and a forced assimi-
lation of its population.
It is also quite probable that, before his third presidential term
ends in 2027, Xi Jinping can plan a special operation to forcibly
annex Taiwan (Akita, 2024). For this purpose, the Chinese intelli-
gence services would arrange a “legal” pretext the PRC’s military
intervention in Taiwan. The scenario of “a special operation within
the state” would be facilitated by China’s deliberate authorization
of the use of the army for non-military purposes.

Increasing crises in China’s socio-economic life can be
expected to prompt the decision to attack Taiwan. As head of the
state and the armed forces, Xi Jinping can seek to strengthen his

authority and legitimacy by “solving” the most complex problem
in China’s foreign policy.

In the Chinese armed forces failed to overcome Taiwan’s
defenses before allied forces arrived, China would find itself in a
prolonged conflict with an international coalition defending Tai-
wan, including the U.S. and its regional allies. States involved in
territorial disputes with China in the South China Sea might also
join the confrontation. In this event, martial law would probab-
ly be imposed in both the PRC and Taiwan, and their economies
would fall into decline. As they are closely linked to the global
market, this would trigger a new global economic crisis (Rhodes
& Mackintosh, 2022)
The potential annexation of Taiwan would strengthen China’s
position in the South China Sea (Rhodes & Mackintosh, 2022),
undermining the U.S. reputation as a security guarantor in the
Asia-Pacific region and making the U.S. lose its main lever of pres-
sure on the PRC. Using Taiwan as a military outpost, China could
control key maritime trade routes that connect South Korea and
Japan with Europe, India, Africa, and the Middle East.

The Positive Scenario

The PRC will refrain from reintegrating Taiwan by force in the
short term because of insufficient troop readiness for invasion,
the lack of combat experience, and corruption scandals in the
People’s Liberation Army. Given this, the PRC will be forced to
postpone any invasion indefinitely.

Change in PRC leadership and a rotation of political
elites to reduce socio-political tension might be most positive,
albeit unlikely, factor. This could redirect China’s external policy
from confrontation with Taiwan to resuming negotiations.

The potential economic cost of occupying Taiwan
has significantly increased, so the likelihood of armed seizure
is low. An attack on Taiwan would make China face immediate
and extensive Western sanctions. The imposition of economic
sanctions similar to those applied against Russia could drasti-
cally slow China’s economic growth, and if the country’s GDP
increased by less than 4.15% annually, half of Chinese banks
would face bankruptcy (Rhodes & Mackintosh, 2022). This
could trigger a chain reaction leading to a series of bankruptcies
among major developers and private-sector firms, plunging the
country into a deep financial crisis. Such risks are critical for the
PRC leadership since government legitimacy rests on improving
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citizens’ wellbeing.

The Most Probable Scenario

The recent corruption scandals in the People’s Liberation Army
have reduced the probability of Chinese aggression against Tai-
wan in the near future. The anti-corruption measures are expec-
ted to intensify, including an expansion of oversight bodies and
exposure of new high-profile corruption cases. Xi Jinping, who
is at the helm of the main anti-corruption agency, will probably
continue to identify and remove his hidden opponents under cor-
ruption charges to strengthen party loyalty and secure his own
re-election for a fourth term in 2027 (McDonell, 2024).

The fact that the PRC is experiencing an economic crisis
and struggling with deepening recession is an important factor in
this context (Rhodes & Mackintosh, 2022). Given that its econo-
mic difficulties are mounting, which adds complexity and urgency
to its domestic priorities, China is unlikely to launch a military in-
vasion of Taiwan any time soon. China will not risk compromising
its profitable economic ties with its main trading partners, the
U.S. and the European Union, while the close integration of the
Chinese economy with global markets limits its ability to resist in-
ternational sanctions.

Taiwan will refrain from proclaiming independence to
avoid provoking China into military action. Analogously, China will
refrain from redrawing the regional status quo to avoid economic
and political repercussions like those faced by Russia.

Visits by high-ranking U.S. officials to Taiwan are likely to
continue, without triggering Chinese military action.

In an attempt to reduce its economic dependence on
China, Taiwan seeks to strengthen its economic and technologi-
cal ties with Japan and South Korea, promoting a diversification
of the regional market. Cooperation between Taiwan and Hong
Kong will increase as a compromise path to sustaining dialogue
with the PRC while military support from and technological co-
operation with the U.S. will ensure high combat readiness of
Taiwan'’s armed forces. As a result of this interplay of factors, the
regional status quo will remain unchanged in for now.

The U.S.-China relations will continue to combine com-
petition, conflict, and active economic interaction (Shivakumar
& Wessner, 2022). The U.S. is likely to maintain its export re-
strictions on microchips to China, citing Chinese sales of dual-use
technologies to Russia. However, negotiations between the PRC

Nr 34/2026

NS

and the U.S. may bring about a partial lifting of the semiconduc-
tor export restrictions to prevent market crises and disruptions
in Taiwan, the key chip producer and China’s main supplier.
Nonetheless, such an easing would come with a stricter over-
sight of the use of technological equipment and coordination of
the companies accessing these technologies and their end buy-
ers (Ting-Fang, 2023). This approach would slow China’s techni-
cal and informational development, giving the U.S. short-term
advantages.

For its part, China plans to overcome its economic dif-
ficulties by building a coalition of developing, economically weaker
countries inhabited by much of the world’s population to integrate
them into its economic orbit and conduct transactions in yuan. Di-
alogue with Taiwan may be reasonably expected to reopen, as in-
dicated by Xi Jinping’s recent meeting with the former Taiwanese

President Ma Ying-jeou.

Conclusion

1. In the diplomatic sphere, it is critically important to make ef-
forts to find common approaches with the United States regar-
ding Taiwan’s defense strategy. It is necessary to substantiate
in detail and analyze the limited potential of the “porcupine”
defense strategy in the context of its application in Taiwan.

2. In the military sphere, the development of Al-based maneu-
verable drones and the modernization and reinforcement of air
defense systems should be considered, rather than limited-ran-
ge missile systems. The possession of technologies unavailable
to mainland China will be a special advantage.

3. In the socio-political sphere, maintaining the status quo and
resuming dialogue are chief priorities, since the longer peace
lasts, the more thorough the preparation for a possible war will
be. The PRC is not interested in destroying one of its key trading
partners as long as it brings profit; therefore, it is also important
to unblock microchip sales to China, though with some restric-
tions.

4. Inthe production sphere, Taiwan must preserve its key advan-
tage, the “Silicon Shield.” Even if partner countries encourage
key microchip manufacturing companies to expand production
geographically to Japan, the U.S., and Europe, it is necessary to
keep the status of the key and largest supplier of the most ad-
vanced Al chips at a critically high level of Taiwanese production.
5. The risk of war is always a complex balance of potential be-
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nefits and risks for the aggressor. The key task for Taiwan is to
increase the risks and potential losses for the PRC and for the
world’s key actors. The greater the importance of the Republic
of China to the global economy and to the information, techno-
logical, and defense sectors of the world’s countries, the mo-
re committed they will be to the protection and support of the
Republic of China. Therefore, the main tasks are to establish a
reliable, secure information communication system with key al-
lies and to launch information campaigns to put events in the
Taiwan Strait in the focus the international community and mo-
bilize its support for Taiwan. The information component and
speed of response are vital to sustain Taiwan’s defense until al-
lied support arrives.
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