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Chapter 1: Integration and Economics 

 

 Few international situations have the interesting characteristics of the Taiwan 

Strait. The relationship between Taiwan and China has ranged from relatively stable 

to on the verge of war—with rapid variations in between. The two, however, continue 

to see a great amount of economic interactions and interdependence (albeit, highly 

asymmetrical). Indeed over the last twenty years, bilateral trade has expanded at a 

phenomenal rate. So much so that Taiwan's economy has become highly dependent 

upon maintaining a steady stream of trade with China. In addition to the trade, large 

flows of capital and human resources have flowed in a largely asymmetrical pattern 

towards China. 

 China has called for greater integration between the two entities. China's stated 

goal has been to unite both sides under the “one country, two systems” formula that 

has been used in Hong Kong. The method to be employed in the Taiwan case has been 

to attract Taiwanese to China via economics (yi jing cu zheng and yi jing chu tong). 

Clearly, China's goal is to seek further integration, and to use economics to achieve 

it.1 The Chinese thought process in this matter is not wholly unique.  

 The relationship between the United States and both Cuba and Puerto Rico at 

the end of the nineteenth century shows how economics has been used in an effort to 

bring the smaller entity into the larger entity's fold. These two cases chare some 

commonalities with the present situation between Taiwan and China. All of these 

cases feature a small entity that is highly dependent upon the larger entity for its 

exports. All three of these situations also featured situation wherein the larger 

                                                
1 Shu Keng, Su-feng Cheng, and Jean Yu-chen Tseng, “Bidding for Taiwanese Hearts?: The 

Consequences of Hu Juintao's [sic] 'New Thinking' for Cross-Strait Relations,” unpublished 
manuscript, National Chengchi University, 2007; Allen Y. Tso, “Foreign Direct Investment and 
China's Economic Development” in European and Asian-Pacific Integration: Political, Security, and 
Economic Perspectives, ed. Yu-ming Shaw, 191-2 (Taipei: Institute of International Relations, 1998). 
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entity—more or less—claimed sovereignty over the smaller entity. All of these cases 

saw calls from members of the society for both unification and independence. One 

area where the cases are not similar is in the policy decisions and how they impacted 

those in the smaller entity. 

 The sovereign status of each smaller entity was ambiguous in each of the cases. 

Cuba and Puerto Rico were colonies of the Spanish empire and had not gained 

independence—though they had a relatively strong degree of autonomy for local 

affairs, a typical arrangement of colonization.2 When Spanish colonialism came to an 

end, Cuba and Puerto Rico were basically placed in trust of the United States. They 

were distinctive entities, but internationally unrecognized, and with an uncertain 

future. Similarly, Taiwan now faces an ambiguous sovereign status that is clearly a 

distinct entity, but not recognized, and with an uncertain future. 

 Yet for all of their similarities, the outcomes of each of these situations are 

remarkably different. Cuba drifted further away from the United States and eventually 

relations to the point where Americans and those aligned with the Americans were 

forced off the island and connections between the two severed. Puerto Rico, on the 

other hand, has gradually moved closer to the United States and indeed has a vibrant 

statehood movement. Taiwan has in some ways moved closer while in other ways 

moved further away—somewhat a gridlocked and polarized situation. 

 This brings us to a question of attempting to explain what happened in each of 

the cases—what are the different synergies that caused movement in each direction? A 

case could be made that the cultural differences made a significant difference. Yet this 

explanation ignores the fact that Cuba and Puerto Rico shared significantly similar 

cultures, both vastly different from that of the United States, yet one moved closer to 

                                                
2 William G. Clarence-Smith, “The Modern Colonial State and Global Economic Integration, 

1815-1945” in States and Sovereignty in the Global Economy ed. David Smith, Dorothy J. Solinger, 
and Steven C. Topik, 120 (London: Routledge, 1999). 
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the United States (Puerto Rico) whereas the other moved farther away from the 

United States (Cuba). Clearly the cultural factor cannot be the primary explanation for 

integration. 

 This brings us to the communications factor. Although communications were 

present and increased throughout the periods in all cases, we still find that the 

eventual outcomes are highly different. Although the China-Taiwan relationship 

remains a work in progress, the two historical cases indicate that despite increases in 

communication, and dramatically large flows of people, a “single community” 

between the United States or either Cuba or Puerto Rico never truly emerged. Simply 

relying on quantity of relations is not enough to explain the dynamics. The qualitative 

analysis of communicative relations is troublesome for many reasons. But at the core 

of all of these relations, economics has been among the most important aspects of 

bilateral ties. The communications factor therefore lies within an economic situation 

and, thus cannot be relied upon as the primary answer for varying levels of 

integration. 

 This brings us to the economic factor. Despite differing levels of economic 

development and economic organization, each of the cases shares aforementioned 

economic similarities. However, through the course of interactions between the larger 

and the smaller, very different trends developed and had very different impacts on the 

smaller entity. It appears as though the economic interactions have a stronger impact 

than cultural or communications factors. Thus, analysis of the economic interactions 

poses an interesting question and strong window for analysis of relations between a 

smaller entity and a large entity. 

 Comparative studies are not new to studies of cross-strait relations. Wu 

conducted comparative studies between the China-Taiwan relationship and those of 

Russia and the neighboring republics. From a nation-state level of analysis, his 
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comparison takes into consideration a number of different factors, including economic 

factors. He notes that generally speaking, the differences in the economic structure 

within the former Soviet Union was small, and further that the difference in 

development level was not overly large.3 However, the differences did play a role in 

how each of the republics acted vis-à-vis the other republics.4 Upon their separation, 

the wealthier republics chose a path of balancing against Moscow whereas the poorer 

countries chose to bandwagon with Moscow.5 Despite being able to balance against 

Russia initially, the wealthy countries all faced significant problems due to their 

balancing policies and later moved toward a less confrontational posture.6 

  At the core of this argument seems to be a connotation that the republics 

with more money are more able to apply a balancing approach than poorer republics. 

This may or may not be the case. Wealth may play a role, but further examination 

indicates that it also may be insignificant. Further, the statement that the republics will 

eventually moderate toward a policy of bandwagoning,7 although rather logical, may 

not bear out. The case of China-Taiwan relations does not fully fit with Wu's final 

analysis as Taiwan has increasingly taken a balancing approach against China, even as 

economic conditions have not improved dramatically. Further examination of the 

issues may be needed. Further examination of the issues under the nation-state level 

are the focus of this study. 

 

Theoretical Considerations 

                                                
3 Yu-shan Wu, Kangheng huo hucong: Liang'an guanxi xinquan; cong qian Sulian kan 

Taiwan yu Dalu jian de guanxi in Chinese [Balancing or Bandwagoning: New Explanations of 
Cross-Strait Relations; Examining Taiwan-Mainland China Relations from the Former Soviet Union] 
(Taipei: Zhengzhong, 1997), 35-6. 

4 ibid, 48. 
5 ibid, 115. 
6 ibid; Yu-shan Wu, “Theorizing on the Political Economy of Cross-Strait Relations: An 

Analogy with Russia and Its Neighbors,” Issues and Studies 31, no 9 (1995): 16-7. 
7 Yu-shan Wu, Kangheng huo hucong, 118; Yu-shan Wu, “Theorizing on the Political 

Economy of Cross-Strait Relations,” 17. 
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 At the core of these cases is the question of integration and how it comes about. 

Below is a brief analysis of the varying theories related to what spurs integration. But 

before moving forward it is important to discuss the different meanings associated 

with the term “integration.” Political integration has been defined as “the process 

whereby two or more actors form a new actor.”8 The definition of what is created, 

however, is extremely vague, and has often been taken to mean the creation of 

supranational organizations or political authorities.9 It is, however, clear that in the 

process a new actor is created, as are the original actors transformed. The importance 

of the transformation is key. Further the transformation itself forms a new actor—an 

actor which is the final actor. 

  Integration has been defined by economists in a slightly different manner. 

Economists generally define integration as the absence of rules that restrict the 

movement of goods and services.10 Thus, from an economic perspective integration 

means a lack of barriers—an openness. Yet integration can also be defined as a 

process of working toward the above situation. Behind this definition appears to be an 

assumption that there is already a high degree of interaction and transactions.  

 Integration as defined by economists is also a political process. This paper 

synthesizes the political and economic definitions. The process of removing barriers is 

one of liberalizing old policies or creating new policies to incentivize greater 

interactions. The analysis of policies lowering barriers is a valid way of measuring 

integration. Thus, integration is not necessarily the merging or combining entities, 

though that certainly may be a final step in the process of integration. Below is greater 

                                                
8 Johan Galtung, “A Structural Theory of Integration,” Journal of Peace Research 5, no. 4 

(1968): 377. 
9 Charles Pentland, “Functionalism and Theories of International Political Integration,” in 

Functionalism; Theory and Practice in International Relations, ed. A J R Groom and Paul Taylor, 10-1 
(New York: Crane, Russak & Company, 1975). 

10 Ernst B. Haas, Beyond the Nation-State; Functionalism and International Organization, 27 
(Stanford, CA: Stanford University Press, 1964). 
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detail of the synthesized political and economic theories. 

 

Functionalism 

 Functionalism is based in a political theory of integration and sees the political 

realm as inherently divisive. Political interactions form the basis of conflicts, whereas 

nonpolitical interactions are the fabric that hold the society together.11 There are two 

primary propositions in Functionalism. The first is international harmony will be “a 

by-product of...a 'genuine' international community,” and that “its emergence will be 

brought about by the growing inter-penetration and interdependence of national 

societies...”12 The potential then is that there could be a new series of institutions that 

are held above the nation-state or there could bring about a process of integration of 

nation-states.  

 The Functionalist line of thought has argued that integration will naturally 

occur through a gradual process of interactions.13 These interactions—a wide range 

of “non-controversial” social, economic, and humanitarian interactions—form a 

societal basis for the beginnings of integration. Thus the causal relationship is one of 

intense interactions leading to integration, rather than through government impetus.14 

These interactions are particularly in key areas that do not infringe upon the 

sovereignty of the state. The key question, then, is how do these interactions bring 

together the different groups?  

 There are a number of potential mechanisms. Yet, the key to each of these 

potential mechanisms is a sense of common need or common benefits. As the people 

                                                
11 Ernst B. Haas, Beyond the Nation-State, 9. 
12 James Mayall, “Functionalism and International Economic Relations,” in Functionalism; 

Theory and Practice in International Relations, ed. A J R Groom and Paul Taylor, 250-1 (New York: 
Crane, Russak & Company, 1975). 

13 James A. Caporaso, Functionalism and Regional Integration: A Logical and Empirical 
Assessment, 27 (Beverly Hills, CA: Sage, 1972). 

14 Charles Pentland, “Functionalism and Theories of International Political Integration,” 15-6. 
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have formed relationships and connections, they find a connection that transcends the 

state to find the common good.15 Although creating “common community” may be 

one method, simply having a number of interactions cannot create this community. 

Some interactions may even serve drive wedges between actors. Certainly purely 

social interactions cannot be relied upon as the only source of future integration. 

 

Neo-functionalism 

 Neo-functionalist conception of integration is similar to federalism and 

functionalism, though it provides for more options that can account for the uniqueness 

of European integration.16 Like a functionalist process sees the initial steps of 

integration are not originating in the government, however, like federalism, 

neo-functionalism sees the role of government as an instigator of integration.  

 Among the key points of both functionalism and neo-functionalism is the 

notion of “spillover.” At a point, the large number of interactions will lead to a 

spillover into the public sector. In other words, the people will naturally have a large 

number of interactions and these interactions alter the situation and make it more 

probable for the government to adopt policies that promote integration. The 

integration through functional tasks and the creativeness of some political elites 

combines to spillover into government policy towards integration.17 

 

Induction of Integration 

 A common cause or community must be created according to Fuctionalist 

theories. This catalyst is necessary for integration to continue. Functionalists are 

                                                
15 Ernst B. Haas, Beyond the Nation-State, 10-1. 
16 Charles Pentland, “Functionalism and Theories of International Political Integration,” 15-7. 
17 Philippe C. Schmitter, “Three Neo-Functional Hypotheses About International 

Integration,” International Organization 23, no. 1 (1969): 162. 
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generally vague about what serves as a catalyst. Yet there must be some strong force 

pushing integration in order for nonpolitical interactions to transfer to political action. 

The communications approach has often been used. The communications approach 

simply states that as contacts and communications between nations increase, there 

becomes a stronger sense of “community” between the people is both each area. That 

is, as people meet, they become friends, and thus they become the ones who push for 

further integration.18 The communications approach has been used a frequently with 

cross-strait relations, sometimes with good results. However, it has its limits—not the 

least of which is that not all people who meet will become friends, nor are these 

friendships necessarily going to push for further economic or political integration. 

Therefore other issues need to be examined. Often economic issues are brought into 

the equation to show the increase in a relationship.19 To be certain an increase 

economic activity has taken place, but does this necessarily mean that the economics 

has a spillover effect on the communication. Nor does it adequately connect 

economics to the theory.  

 

Economic Solutions 

 An examination of the economic situation is essential in order to explain the 

economic dynamic between the entities. Simply stating increases in trade statistics 

and equating it to a communicative theory does little to provide evidence, let alone 

prove a theory. An economic approach provides a potential solution to the core 

question. 

  With the larger states each making a goal of further integration, and a 

                                                
18 Ernst B. Hass, “The Study of Regional Integration,” 626. 
19 See Cal Clark, “Does European Integration Provide a Model for Moderating Cross-Strait 

Relations?” Asian Affairs; an American Review 29, no. 4 (2003); Karen M. Sutter, “Business 
Dynamism Across the Taiwan Strait: The Implications for Cross-Strait Relations,” Asian Survey 42 no. 
3 (2002): 522-40. 
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determination that economics is important, it is important to first examine how a state 

can impact another state. States possess a number of potential methods to impact the 

economic situation in another state. Baldwin presents five different methods of 

economic coercion: “(1) by threats of punishment; (2) by promised rewards; (3) by 

actual punishment; (4) by actual rewards; and (5) by conveying correct or incorrect 

information to B [other state] with respect to the cost/benefit rations of his 

alternatives.”20 Changing the cost/benefit ratio of increasing interactions is highly 

relevant to this study. Baldwin’s ideas tend to be focused on the nation-state level, but 

the notion of cost/benefit ratios is certainly not limited only to the national level. 

 The notion of economic gains provides a catalyst to continue and intensify a 

relationship. Simply stated, as without an economic gain, there would be little reason 

to continue a relationship. On an individual level, it is clear that no one with an 

economic relationship that provides no benefits would want to continue with the 

relationship. Furthermore, there is little reason that those who would not see direct 

gains from a relationship would want to push further to increase a stronger 

relationship.  

 On a national level, states are often concerned with the issue of relative gains, 

this has been the case with Taiwan in the past21 and little has changed in the 

intervening years. It only holds that on the macro-level is related to the micro-level. 

Therefore, those individuals who are winners will have reason to continue their 

relationship. By continuing the relationship, it will see a stronger connection. With 

more winners the number of winners will increase. And as the number of winners 

increases, the dynamics within the smaller entity change. This is where the potential 

                                                
20 David A. Baldwin, Economic Statecraft, 38 (Princeton, NJ: Princeton University Press, 

1985). 
21 Ping Deng, “Taiwan's Restriction of Investment in China in the 1990s: A Relative Gains 

Approach,” Asian Survey 40 no. 6 (2000): 958-9. 
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for spillover lies. 

 It is important to examine how the relationship is taken inside the entities in 

order to explain the expansion of integration. Those who are relative winners will 

want to continue to expand the relationship where as those who are not would seem to 

see little reason to expand. Further, those who lose from the relationship would see 

reason to end any further attempts to intensify the relationship, and even work to 

reverse the integration.22 

 The conditions within an economic entity can have a profound impact on the 

government and society. Recognizing that individuals have policy preferences, policy 

preferences should be connected to location within the political economy. In other 

words, economic standing is important to policy preferences.23 This is especially true 

when examining economic policy—integration as the case may be.  

 A number of different methods of economic coercion exist and may be 

employed in order to affect change within another state. Economic statecraft can take 

a number of different manifestations. Most of the academic literature has focused on 

such issues as tariffs, trade embargos, and economic sanctions. Each of these actions 

can be classified as negative sanctions, in other words, using some sort of punishment 

to affect the change. 

 Economic sanctions and their targets are generally aimed at changing a 

particular policy of a nation. They may have some significant impact on domestic 

socioeconomic structures; however, this is highly contingent upon the methods and 

targets of such sanctions.24 In an effort to promote integration, their impact would be 

                                                
22 Jeffry A. Frieden and Ronald Rogowski, “The Impact of the International Economy on 

National Policies: An Analytical Overview,” in Internationalization and Domestic Politics ed. Robert 
O. Keohane and Helen V. Milner, 42-3 (Cambridge: Cambridge University Press, 1996). 

23 D. Michael Shafer, Winners and Losers: How Sectors Shape the Developmental Prospects 
of Stat as, 9 (Ithaca, NY: Cornell University Press, 1994). 

24 James M. Lindsay, “Trade Sanctions as Policy Instruments: A Re-Examination” 
International Studies Quarterly 30, no 2 (1986): 153. 
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negative and further hamper future attempts at integration. Thus, the use of negative 

sanctions is not a beneficial policy for promoting integration. 

 Economic coercion, however, need not be limited to purely negative issues. 

Indeed, positive economic inducements may be used in order to affect the outcomes in 

another state. Such inducements work in a similar way to the negative sanctions, 

however, their impact may not be felt in the same way. Economic inducements 

involve actions that alter the cost-benefit ratio for commerce, such as providing 

preferential trading. In such a scenario, because of the inducements offered by one 

country, another country begins to trade more heavily with that country. The country 

that begins to trade more with the country sees a percentage of their trade move in the 

direction of the country offering the inducements. As this happens, the country is able 

to affect more change within the country because the priorities from within the 

country have changed. 

 Much of the basis of this literature stems from the work of Albert Hirschman. 

Hirschman describes situations where countries use preferential treatment to induce 

other countries to produce more of a certain good, for the purpose of export, and 

therefore become more dependent upon that country for export. Because that country 

would not be able to easily replace those export markets, they are will be forced to 

succumb to any problem put before them by the other nation.25 In essence, the export 

market holds a significant amount of power over the exporter. 

 In attempts to analyze the Russia-Ukraine relationship and relate it back to the 

cross-strait issue, Wu Yu-shan found that Ukraine and other Baltic states chose to 

balance against the Russian threat, at least initially. However over time, the balancing 

policy tended to moderate and shift closer to a bandwagoning position.26 In essence, 

                                                
25 Albert O. Hirschman, National Power and the Structure of Foreign Trade, 32-3 (Berkley, 

CA: University of California Press, 1945). 
26 Yu-shan Wu, “Theorizing on the Political Economy of Cross-Strait Relations,” 17. 
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the argument is that the states that chose balancing will discover the costs associated 

with such actions then moderate to a position closer to bandwagoning, and thus a 

more cooperative relationship with the larger neighbor. Abdelal and Kirshner, 

however, note that economic inducements were not fully successful in the case, as 

they did not prevent Ukraine from keeping her distance.27 It is possible that Ukraine 

may have felt restrained, but she was still able to keep distance. It appears from this 

evidence that in this case, there spillover did not occur in a strong manner forcing the 

Ukraine to move in either direction. Thus, there was a decision by the state not to 

move forward with further integration. 

 The connections and relationships between domestic institutions and the 

impact from the international are present. Domestic institutions can work to tame the 

forces from outside.28 Indeed, it is not the outside forces working directly to change 

the state's abilities, but their interactions with the people and institutions within each 

state. It is only reasonable that such interactions would not allow for a direct 

translation of these goals into policy; some sort of spillover mechanism would be 

necessary in order to explain the any changes. 

 In the case of a democratic entity, it would appear that the change may be 

easier to make. Those in power will listen to those who have the potential to remove 

them from power. In a democratic regime, this would be the public, whereas in an 

authoritarian regime it would be the primary leaders. Any spillover would be more 

likely to come from those with greater standing vis-à-vis the people in power.29 In all 

                                                
27 Rawi Abdelal and Jonathan Kirshner, “Strategy, Economic Relations, and the Definition of 

National Interests” in Power and the Purse; Economic Statecraft, Interdependence and National 
Security ed. Jean-Mark F. Blanchard, Edward D. Mansfield, and Norrin M. Ripsman, 153-4 (London: 
Frank Cass, 2000). 

28 Jeffry A. Frieden and Ronald Rogowski, “The Impact of the International Economy on 
National Policies,” 42-3; Andrew C. Sobel, State Institutions, Private Incentives, Global Capital, 74 
(Ann Arbor, MI: University of Michigan Press, 1999.). 

29 Paul A. Papyoanou and Scott L. Kastner, “Sleeping with the (Potential) Enemy: Assessing 
the U.S. Policy of Engagement with China,” in Power and the Purse; Economic Statecraft, 
Interdependence and National Security ed. Jean-Mark F. Blanchard, Edward D. Mansfield, and Norrin 
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of the smaller entities, some form of democracy existed throughout their time frame, 

so the potential here is even larger. 

 Attempts at bringing in the democratic factor in Taiwan seem to provide 

additional insights into the issue. A first examination found that by examining the 

different regions of Taiwan and connecting the different sectors in the respective areas 

had a linkage to the party support. Those who benefit most from cross-strait trade 

tended not to support the Democratic Progressive Party because of their opposition to 

increased cross-strait trade.30 One problem with this study, however, is that it is based 

on aggregate data, and thus may not prove in full the causal relationship. However, 

the situation exists, nonetheless. 

 Another attempt to examine the individual level found that those favoring 

unification were more likely to support increased trade and interactions with China.31 

This seems very logical and is consistent with the theoretical assumptions of this 

paper. The same study found, however, that winners and losers did not matter to the 

support for or opposition to increased cross-strait trade.32 The authors argue that the 

survey results may not fully represent the actual intent of the people. A similar point 

can be drawn here. The study was based on survey data, and is designed to measure 

the individual feelings, which it may have done. However, simply because someone 

feels one way does not mean that they will not act in another way. A farmer may be 

opposed to further increasing cross-strait trade, in the abstract. But that does not mean 

that the same farmer will refuse to sell his produce to an importer from China. Further 

research into this area may be necessary. However, this study will attempt to examine 

                                                                                                                                       
M. Ripsman, 185 (London: Frank Cass, 2000). 

30 Shu Keng and Lu-huei Chen, “Liang'an jingmao hudong yu Taiwan zhengzhi biantu: 
Nanbei qukuai chayi de tuishou” in Chinese [Taiwan's Regional Blocks], Wenti yu Yanjiu [Issues and 
Studies] 42 no. 6 (2003): 16. 

31 Shu Keng, Lu-huei Chen, and Kuan-bo Huang, “Sense, Sensitivity, and Sophistication in 
Shaping the Future of Cross-Strait Relations,” Issues and Studies, 42 no. 4 (2006): 50. 

32 ibid, 51-2. 
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from a larger structural level, with explanations of the situation and conditions of the 

people below. It is important to bear in mind these features; however, they need not be 

determining factors. 

 

Methodology 

 This study will examine the integration between two entities—one smaller and 

one larger. It envisages the relationship between the two in economic terms with the 

smaller entity the key to determining the policy trends either towards or away from 

integration. The relationship must provide positive benefits to a majority or significant 

majority of the smaller entity in order for further integration to occur. The position of 

winners and losers is considered inside the smaller entity will be considered. It is 

apparent that the quality of interactions between the larger and the smaller is 

important. Furthermore, the smaller must see strong gains for integration to continue. 

 The process of changes is a rather complex process that involves many steps. 

The economic realities of various people have a significant impact on their policy 

preferences. As people see gains or losses from the various forms of economic 

interactions, they form an opinion in support or against such actions. This is based on 

their own gains and somewhat on the gains of society. These people are then able to 

express their policy preferences to government officials or, more generally, the 

government. This form of expression places certain pressure on the government to 

adopt particular policy outcomes.  

 The independent variable for this study is the number of economic winners as 

compared to the number of economic losers in the smaller entity. A winner is someone 

who gains a great deal from the transactions that are taking place between the two 

entities. Conversely, a loser is someone who has generally lost or not gained from the 

high level of interactions between the two entities. The larger the number in each 
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group, the larger their impact on the government policies they will be assumed to 

have. The smaller entity—due to the shear size difference will have a more 

pronounced appearance of any affects from the relationship. Furthermore, the 

relationship will inherently be more important to the smaller entity. Therefore the key 

to the integration is in the small entity, rather than in the large entity. 

 The dependent variable for this study is the integration or disintegration of the 

two entities. Each of the chosen cases has a different level of integration and varying 

degrees of interactions. The determination of integration relies on discussion of policy 

outcomes and changes. Policy changes represent a move either towards integration or 

away from integration. In the case of these entities, the economic policies are taxes, 

trade, and investment. Policy moves that encourage greater trade or investment are 

moves toward increased integration. One way of measuring changes is through 

changes in regulations regarding flows of the factors of production and also various 

policy initiatives designed to spur greater trade and investment. Such measures are 

often regulatory or tax-based. 

 This study will require an historical analysis of both Cuba and Puerto Rico 

throughout a period of time. The US-Cuban analysis will need to begin from 

approximately 1860 and rage to about 1930 at the latest. The case of US-Puerto Rico 

can begin later, approximately 1890, and will need to end later, in the 1950s shortly 

after Puerto Rico’s status within the United States was clarified and the Puerto Rican 

government decided to pursue policies of closer linkage to the United States—which 

lasted into the 1960s and set the stage for current relations between the two. Minor 

analysis from after these dates could be used to provide some insights; however, they 

are somewhat less useful to application of the China-Taiwan relations. The 

China-Taiwan case makes more sense to start at around the time of opening of trade 

relations in the late 1980s and continuing until the most recent available data. 
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 To perform a successful case study, it is best that the variables be identified in 

advance and that each of the variables be examined in each of the cases. 33In addition 

to the primary independent and dependent variables, this study, will examine other 

variables that may have an impact on the situation and will be examined are the 

policies of the larger towards the smaller, the level of dependence of the smaller upon 

the larger, the economic growth and development of the smaller, and the policy of the 

smaller toward the larger. 

 

Outline of Chapters 

 The next chapter will first examine the development of the United States' 

expansionist policies at the end of the late nineteenth century. From there it will 

examine the development of Cuban-American relations and the impact on the Cuban 

people. Analysis will focus on the influences of the policies of both the American and 

Cuban governments in the period between 1860 and 1920s when the trend toward 

movement away from the United States began in haste. This chapter will weave 

themes of economic conditions and the various movements for independence from 

Spain and strained relations with the United States. 

 The third chapter will focus on the economic conditions beginning in 1890 

highlighting the foreign trade and economic development. From there it traces the 

changes that occurred in the transition from Spanish to American control and the 

impact on the economy. The various policies produced great instability on the island 

before creating policies that benefited the vast majority of island residents. Finally, 

this chapter will analyze the Project Bootstrap—which was an economic development 

policy geared entirely towards the United States and was a great step forward for 

                                                
33 Alexander L. George and Andrew Bennet, Case Studies and Theory Development in the 

Social Sciences, 67 (Cambridge, MA: MIT Press, 2004). 
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integration—and its impact on the people and development. 

 The discussion, then, changes to the cross-strait issue. The discussion first 

begins with an examination of Taiwan's development as an export-oriented economy. 

The discussion then moves to a discussion of the growth of trade and investment in 

China and the evolution of policy towards trade and investment. It traces the trend of 

integration and steps toward and away from integration.  

 The final chapter will examine the conclusions from each of the three cases. 

The discussion will focus on the differences between the three cases and how they are 

related. A discussion of the theoretical implications and limitations will follow. The 

discussion will finally point to the recent developments in cross-strait ties and the 

potential changes that may take place in the new atmosphere of (potentially) increased 

integration under the new government. 




