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Abstract:

We are shifting into a multipolar world order in which states are competing for
regional and global influence, seen in the growing number of conflicts around the world.
This study applies the Scenario Bundle Analysis to examine the Taiwan conflict, assessing
the strategic interactions between Taiwan, China, and the United States. The analysis
focuses on deterrence, economic interdependence especially Taiwan's
semiconductor "Silicon Shield" and political legitimacy effects on choice-making.
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INTRODUCTION

In an era marked by unpredictable shifts in global
leadership and strategy, Trump’s new term heralds a fresh
wave of uncertainty across international borders. Nowhere is
this uncertainty more palpable than in the Taiwan conflict - a
situation that encapsulates the volatile interplay of military
might, diplomatic leverage, and economic interdependence in
the Asia-Pacific region. An escalation of this confrontation
would most certainly have an immense impact globally, with a
large part of the global economy depending on supplies from
China's manufacturing capabilities and virtually all the world's
advanced computer-technology contingent on Taiwan’s greatest
asset: The Taiwan Semiconductor Manufacturing Company
(TSMC).
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Recently, tension in the Taiwan Strait has risen since the
visit of the US House of Representatives Speaker Nancy Pelosi,
which has provoked a harsh response from the mainland,
including unprecedented intrusions into Taiwanese Airspace by
Chinese fighter jets and diplomatic outrage. To grasp the
geostrategic importance of this conflict, we must briefly look
back on how it came into existence in the first place.

METHOD

This paper aims to analyze the Taiwan conflict based on
“The Scenario Bundle Method,” created by Rheinhard Selten, a
German economist and 1994 Nobel Memorial Prize winner in
Economic Sciences (shared with John Harsanyi and John
Nash) for pioneering the analysis of equilibria in the theory of
non-cooperative games. The Scenario Bundle Analysis is an
interactive technique to analyze conflicts based on game
theoretic methods related to the theory of extensive n-person
games.

To conduct such an analysis, we must first create a
fundament for the analysis; in this case, the entities of conflict
are specified in a list of relevant actors related to the conflict,
where each actor must be understood as a homogenously
acting entity. Following the introduction of the Actors, we must
then create a list of attributes and rank them for the analysis.
Since the Taiwan conflict is a military conflict, I chose to
classify the actors' attributes by military and economic power,
both being forms of hard power trying to force another
government to comply with its policies. In addition to these
attributes, we must create a list of relevant aims and fears for
each of these actors. Once again, the ranking of their aims and
fears should be qualitative and from the actors “perspective.
They should also be classified as short-, medium-, or long-
term.

After classifying each actor with their respective
attributes, aims, and fears, each actor has a list of options for
action that are relevant from the actor’s perspective. Only now
can the game tree be generated. For each node of the tree, one
needs to check if other actors or coalitions are affected. If yes,
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the next player (either actor or coalition) is written in the game
tree. To analyze the respective outcomes, I will conduct a
backward induction to eliminate the non-rational alternatives.
In the end we will have a list of the most realistic outcomes for
the Taiwan conflict.

BACKGROUND

The Taiwan conflict has its roots in the aftermath of the
Chinese civil war, when the Nationalist government retreated to
Taiwan in 1949, leaving behind a Communist controlled
Mainland (called the Peoples Republic of China, PRC) and the
Nationalist-controlled Island of Taiwan (Republic of China,
ROC). Both parties have since then kept up the claim to be the
rightful representative of the entirety of China. Key to
understanding the nature of this conflict is Beijing’s “One-
China Principle” (not to confuse with the US- “One-China
Policy”), which maintains that Taiwan is an inalienable part of
the PRC’s territory and any nation wishing to maintain
diplomatic relations with Beijing must acknowledge this
framework. In contrast, the 1992 Consensus is an informal
understanding reached between representatives from both
sides of the Taiwan Strait. It holds that there is only "one
China" but permits each side to interpret the exact meaning
differently. This consensus has enabled some level of dialogue
and reduced tensions despite its inherent ambiguities. Many in
Taiwan, but especially the “Democratic Progressive Party” (DPP)
view these frameworks as constraints on their distinct
democratic identity and self-determination, which is why the
DPP, which has ruled the country since 2016, never
acknowledged the very idea or outcome of the 1992 Consensus
in contrast to the Nationalist Kuomintang (KMT), whose
officials were involved in 1992 discussions. Nevertheless,
Taiwan has refrained from declaring formal independence.
Such a declaration is seen as too provocative by both parties
and likely to trigger severe military, economic, and diplomatic
repercussions from Beijing.

Taiwan's strategic location along key maritime corridors
enhances its importance, not only for regional trade but also
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for global supply chains. Besides its location, Taiwan has one
big weapon in its hands: the Silicon Shield. This concept
describes the immense economic power Taiwan holds over the
rest of the world by producing 65% of the world’s computer
chip supply and even more of the latest 5th/6th generation
chips, necessary for advanced computing applications like
developing Al models. The United States, while adhering to the
One China policy, has long supported Taiwan through arms
sales and security commitments a balance that is now being
reexamined in light of renewed U.S. assertiveness under
Trump’s influence, who, in his first term, already challenged
the preexisting consensus. This evolving dynamic, coupled with
China’s growing military capabilities, sets the stage for a high-
stakes contest in the Asia-Pacific region, forming the basis for
our strategic bundle analysis.

ACTORS

Taiwan - Republic of China (ROC)

The ROC is at the heart of the conflict. It has developed a
distinct democratic identity, robust economy, and unique
cultural heritage over decades of de facto independence.
Taiwan’s primary interest lies in preserving its self-governance,
security, and economic prosperity (=de facto independence).
Maintaining a status quo that avoids provocative moves (such
as a formal declaration of independence) is crucial to
sidestepping potential military or economic retaliation from the
PRC. Besides diplomatic delicacy, deterrence represents the
second pillar of Taiwan’s wider strategy. Maintaining tight (but
unofficial) economic, diplomatic and military relations to
regional partners (South Korea, Japan, Australia and new
partners via Taiwan’s “New Southbound policy” like the
Philippines) as well as to global partners (mainly US) is
essential to make the PRC believe that an attack on Taiwan
would bring them more harm than good. To that end, the
ROC’s government actively works to reinforce global
dependence on Taiwanese Chip manufacturing, a goal that is
currently challenged by US who already passed the “Chips Act”
in 2022 (so still under democratic leadership) to decrease
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dependence and will likely continue to do so with President
Trumps announcement to place tariffs of “25% or higher” on all
Chip Imports. The announcement created quite some
uncertainty in Taiwanese political circles, whose greatest fear
(besides a full-out invasion) is and always has been, being
abandoned by the US and its allies. Combined with Trump's
general unpredictability, demonstrated well by his 180-degree
turn-around of the US-Ukraine policy, this fear is greater today
than ever before in the past 50 years. For that reason, the ROC
does not solely rely on other powers but takes matters of
deterrence and defense into its own hands. Over the past
decade, Taiwan has continuously expanded its defense budget,
bought advanced weapon systems from the US, pushed
domestic weapon development, and newly introduced an
asymmetric warfare strategy by introducing drones to the
battlefield as well as introducing partisan/Guerilla tactics that
would not prevent but hamper Chinese occupation attempts.

People's Republic of China

For the PRC, Taiwan is viewed as an integral part of
China, and so the PRC’s assertive “One China” stance is deeply
entwined with domestic legitimacy and strategic planning. The
communist party (CCP) makes great use of the Taiwan topic for
propaganda. The reinforcement of the capitalist-imperialist
attempts to keep our country divided — narrative is a gladly used
tool to promote unity and obedience of the population. It is
especially useful to deter and discredit other national
independence movements, for example, in Tibet or Xinjiang.
Reunifying Taiwan would also solidify President Xi Jinping’s
legacy as the leader who restored China’s full sovereignty. This
is why the PRC is committed to eventual reunification, which is
seen as essential to its national identity and geopolitical
objectives. Strengthening its military capabilities, asserting
economic influence, and managing international pressures are
all part of its broader strategy to deter any moves toward
Taiwanese independence and undermine US influence in the
wider Indo-Pacific region. For that, Taiwan is of immense
strategic value. Its location at the center of the first island
chain is vital for China’s naval expansion, and controlling the
island would give China greater access to the Pacific, allowing
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it to challenge U.S. dominance in the region, which asserts this
dominance through controlling the Philippines-Taiwan-Japan
island chain, effectively limiting China's power projection
capabilities.

However, despite its military build-up and warmongering
rhetoric, China worries that a military confrontation over
Taiwan could spiral into a prolonged war, potentially involving
U.S. forces and regional allies like Japan or Australia, leading
to devastating losses. Such a move of aggression would most
certainly entail grave international repercussions like a US-led
sanctions regime or even a complete economic blockade. This
could easily cripple Chinas export-oriented and momentarily
struggling economy. One should also keep in mind that China's
High-Tech sector is as dependent on Taiwanese Chip
manufacturing as the rest of world.

United States of America

The U.S. has historically played a balancing role in the
Taiwan conflict, navigating a complex relationship by officially
acknowledging but not recognizing the PRC's One-China
Principle while providing robust support to Taiwan through
arms sales and diplomatic engagement. Since Nixon decided to
recognize the PRC as the sole legal government of China in
1979, the United States maintains a non-recognition stance on
Taiwan as an independent state but supports its self-defense
and participation in international forums. Since then, the US-
Taiwan relations are governed by the One-China policy, taking
form though the Three U.S.-China joint communiqués, The
Taiwan Relations Act (TRA) of 1979 The Six Assurances made
to Taiwan in 1982 (Prasad, 2023). Generally, the U.S. opposes
unilateral changes to the status quo by either Beijing or Taipei
and insists on peaceful dispute resolution, which is a reason
for their Strategic Ambiguity which maintains the US will
neither officially confirm nor deny military assistance to Taiwan
in case of an attack by the mainland.

Under the new American administration which has
signaled a more assertive and unilateral approach and views
the current order as a multipolar one. The United States want
to preserve its global leadership and influence in the Indo-
Pacific region. If the US could not defend Taiwan, it would
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likely trigger a domino effect of other US Allies hesitating to rely
on American assurances and doubting their commitment. This
would usher in an era of fear and uncertainty globally, as many
countries, from Europe to the Middle East and East Asia rely
on American security guarantees (Chiao, 2022). It is a vital
interest of the US to prevent a China/Russia-dominated
international order, which would spark possible conflicts over
Trade and Economic and Financial Policy.

Washington is also deeply concerned about the
consequences of semiconductor supply chain disruptions and a
general global economic crisis that could follow upon an
escalation of the conflict. Suppose the world loses Taiwan’s
production capacity, no other company will be able to fill the
gap in the short term. Therefore, the economic relationship has
supported U.S. dominance over the production of multiple
critical technologies in the automobile, technology, and military
sectors.

The evolving stance of the U.S., especially given the new
administration’s posture identifying China as “enemy no. 1”
(Maier, 2024), adds an element of unpredictability to the
conflict.

ATTRIBUTES

Fig. 1: Military Strength

Country Naval Aerial Nuclear Overall

Strength Capabilities | Strength Investment

PRC 9 8 8 8

ROC 5 6 0 6

USA 10 10 10 10
Note. Table “Military Strength” is own work

(Measured on a scale from zero to ten, zero meaning none and ten being the
highest possible attribute)

The United States possesses an unmatched naval force
with 11 aircraft carriers, advanced technology, and global
reach. In comparison, China is the second-strongest navy in
the world, continuously expanding its fleet and modernizing its
capabilities, though it remains less projectable than the US
(SIPRI, updated 2023). Taiwan focuses primarily on coastal
defense and cannot compete on the high seas against China or
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the US. If it comes to a Chinese naval blockade of Taiwan,
global trade would be severely disrupted, mainly affecting
semiconductor supply chains. The U.S. Navy, with its superior
aircraft carriers and global reach, might attempt to break the
blockade, increasing the risk of direct military confrontation.

In terms of aerial capabilities, the US Air Force is the
world’s largest and most advanced, equipped with modern
technology such as the F-35 fighter jets and B2 stealth
bombers (SIPRI, updated 2023). China has a significant and
rapidly modernizing air force but still lags the US in cutting-
edge technology. Taiwan maintains a highly modern but
smaller air force, heavily dependent on US technology. In case
of war, China’s Air Force would likely conduct large-scale
strikes against Taiwan’s military bases and infrastructure to
establish air superiority. However, U.S. intervention with
advanced aircraft like F-35 and B-2 bombers could
significantly counter China’s aerial dominance.

Regarding nuclear strength, the US, along with Russia,
has the most extensive and technologically advanced nuclear
arsenal. China is steadily expanding its nuclear capabilities
with a focus on strategic deterrence. Taiwan, however, does not
possess any nuclear weapons and relies on conventional
defense strategies. While China maintains a no-first-use
nuclear policy, tensions with the U.S over Taiwan could lead to
strategic miscalculations. A prolonged conflict might push
China to consider nuclear signaling or limited nuclear use to
deter U.S involvement.

In terms of overall military investment, the US leads
global military spending with a budget exceeding $800 billion
per year. China is the second-largest military spender, focusing
primarily on regional dominance. Taiwan has a significantly
smaller budget, with its spending concentrated on defensive
measures against China. A full-scale invasion would
significantly drain China’s military budget, forcing it to sustain
high spending for occupation and counterinsurgency efforts.

In terms of strategic production capabilities, the US is
the global leader in technology, finance, and innovation,
playing a key role in advanced manufacturing and services.
China dominates in manufacturing and has a rapidly growing
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Fig. 2: Economic Strength
Country GDP Growth | Strategic Overall
(per Production Economic
capita) Capabilities Importance
PRC 5 8 9 9
ROC 8 7 8 8
USA 9 6 10 10
Note. Table “Economic Strength” is own work.

(Measured on a scale from zero to ten, zero meaning none and ten being the
highest possible attribute)

tech sector, maintaining strong influence over global supply
chains. Taiwan is a critical player in global semiconductor
production, particularly through companies such as TSMC,
making it pivotal in global technology industries. If China
decided to attack Taiwan, this would have a massive impact on
manufacturing supply links, on finance, and the access to
markets across the region and the world and immediately
impact the supply of high-tech semiconductors. Regarding
overall economic importance, the US dominates global financial
markets, with the US dollar serving as the world’s reserve
currency and a leader in technological innovation. China
continues to expand its global influence through initiatives like
the Belt and Road Initiative but remains dependent on exports
and imports of advanced technology, such as semiconductors
from Taiwan. Taiwan, despite its smaller size, holds a
disproportionately significant role in the global economy due to
its leadership in semiconductor and electronics manufacturing.
An attack on the island would have knock-on effects on the
manufacturing of a range of goods, from smartphones to
medical equipment and other technological devices, globally. A
war between China and Taiwan will not be like the Russian war
on Ukraine because China is a far larger economy than Russia
and far more integrated into the global system. A prolonged
military conflict could deter foreign investment, slowing China’s
economic growth.
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ACTORS' AIMS & FEARS

United States — Aims
Preserve security in the Indo-Pacific region: In a multipolar
World, the United States (US) wants to preserve its leadership
and influence in the Indo-Pacific region. Aiding Taiwan in
conflict is vital for the security of the Region as it’s located at a
critical node within the first island chain, connecting a network
of U.S. allies and partners.
Uphold the manufacture and shipping of semiconductors:
Suppose the world loses Taiwan’s production capacity; no
other company will be able to fill the gap in the short term.
Therefore, the economic relationship has supported U.S.
dominance over the production of multiple critical technologies
in the automobile, technology, and military sectors.
Prevent a China-dominated international order: Chinese
leaders are convinced that America and the West will never
voluntarily grant China greater influence at the international
level, meaning that this would spark possible conflicts over
Trade and Economic and Financial Policy. Meaning that it’s of
greater importance to maintain Global influence

United States - Fears
Global economic crisis: Washington is also deeply concerned
about the consequences of semiconductor supply chain
disruptions—Taiwan produces over 60% of the world’s
semiconductors. A crisis in Taiwan could cripple industries
globally, from automobiles to defense systems, amplifying the
economic and strategic stakes.
A Domino effect weakening other alliances: If the US could not
defend Taiwan, its allies might doubt their commitments.
Suppose Taiwan was forcibly unified with China, other
countries might hesitate to rely on American assurances,
which could unravel key alliances like NATO in the long term.
Military conflict escalating into a broader war: The U.S. fears
that escalation in the Taiwan Strait could trigger a broader
conflict, particularly if China misinterprets defensive
maneuvers as aggressive actions.
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Fig. 3: U.S.A., Aims & Fears

USA—_ Likelihood | Preference
Short-term Preserve security in the Indo- | 2 4
Pacific
Medium-term | Uphold  the semiconductor | 3 4
industry
Long-term Prevent Chinese international | 4 5
order
U.S.A. Likelihood | Degree of
Fear
Short-term Weakening alliances 4 3
Medium-term | Military conflict 2 3
Long-term Global economic crisis 2 4
Note. Table “U.SA,, Aims & Fears” is own work.

(Measured on a scale from 1-5, one being very low and five meaning very
high)

China - Aims
Reunification: China’s primary goal is the reunification of
Taiwan with the mainland, which the Chinese Communist
Party (CCP) frames as essential to completing China’s "national
rejuvenation." Beijing views Taiwan as an inseparable part of
its territory, and reclaiming it is both a political and emotional
imperative deeply tied to its identity and legitimacy.
Deter independence movements: Reunifying Taiwan would also
solidify President Xi Jinping’s legacy as the leader who restored
China’s full sovereignty.
Undermine US influence in East Asia: Taiwan is of immense
strategic value. Its location at the center of the first island
chain is vital for China’s naval expansion, and controlling the
island would give China greater access to the Pacific, allowing
it to challenge U.S. dominance in the region.

China - Fears
Domestic _instability: China’s greatest fear is domestic
instability that could arise if it fails to achieve reunification
with Taiwan. The Chinese Communist Party (CCP) has
consistently framed Taiwan’s return as a cornerstone of
China’s national rejuvenation, tying it directly to the legitimacy
of the Party itself.
Economic damage due to U.S.-led sanctions or blockades:
Another significant fear is the possibility of international
isolation or economic damage. If China were to invade Taiwan,
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it could face crippling sanctions akin to those imposed on
Russia after it invaded Ukraine.

Unsuccessful military conflict: Moreover, China worries that a
military confrontation over Taiwan could spiral into a
prolonged war, potentially involving U.S. forces and regional
allies Japan or Australia, leading to devastating losses.

Fig. 4: China, Aims & Fears

Chine  [(CoRSI I L hood | Preferencs

Short-term Undermine US influence 4 S
Medium-term | Deter independence movements | 5 3
Long-term Reunification 2 4
China _ Likelihood | Degree of Fear
Short-term U.S.-led sanctions S 3
Medium-term | Unsuccessful military conflict 2 S
Long-term Domestic instability 4 4

Note. Table “China, Aims & Fears” is own work (Measured on a scale from
1-5, one being very low and five meaning very high).

Taiwan - Aims
Preserve its de facto independence: Taiwan’s foremost goal is to
maintain its independence and preserve democracy while
formal independence remains a sensitive and divisive issue due
to the risk of provoking a Chinese invasion, Taiwan’s
leadership seeks to solidify its international standing.
Deter Chinese aggression: Taiwan invests heavily in
modernizing military forces to create a defence against a
Chinese invasion. The Goal is to make any attack costly and
prolonged, increasing the risk for China.
Strengthen economic interdependence: Another critical goal is
to safeguard its semiconductor industry, particularly the
Taiwan Semiconductor Manufacturing Company (TSMC), which
has become not only an economic asset but also a bargaining
chip in its relations with other major powers.

Taiwan - Fears
Chinese reunification: Taiwan’s people fear the loss of their
democratic freedoms and distinct cultural identity if they were
brought under Beijing’s authoritarian rule. The experience of
Hong Kong is a stark reminder for many Taiwanese.
Military conflict: If China were to invade, the island could face
widespread destruction of its infrastructure, including its
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globally vital semiconductor industry, which could make
Taiwan less valuable as an ally in the aftermath of a war.
Abandoned by the U.S. and other allies: Taiwan’s primary fear
is abandonment by the United States and other allies in the
event of a crisis. Despite strong rhetorical support, there is
always a lingering uncertainty about whether the U.S. and its
partners would commit to a full-scale military defence if China
were to launch an invasion.

Fig. 5: Taiwan, Aims & Fears

Taiwan GOSN ikclitood | Preference
Short-term Deter Chinese aggression 4 S
Medium-term | Strengthen economic ties 2 3
Long-term Preserve independence 3 5
Taiwan _ Likelihood | Degree of Fear
Short-term Abandonment by Allies 1 2
Medium-term | Military conflict 3 5
Long-term Chinese reunification 2 4

Note. Table “Taiwan, Aims & Fears” is own work (Measured on a scale from
1-5, one being very low and five meaning very high).

Fig. 6: Options of Actors

Country | Option Aims/Fears Likelihood
PRC China takes a path involving negative peace
(China) (absence of violence). This strategy involves | Aims: 3

increasing the influence Taiwan in the political, | 2) 4)
cultural, and economic spheres. Through a long-
term strategy of creating more dependence on the
Chinese economy as well as influencing Western, | Fears:
and Taiwanese elections which would be done | 1) 3)
through misinformation campaigns to split the
societies China would create an environment for
eventual reunification.

Decides for a quick “military operation”: It would
need to be executed the same way Russia tried to | Aims: 1
invade Ukraine in form of a “Blitzkrieg”. As China | 3) 4)
did previously, it would announce a military drill
which would then turn into a full-scale invasion | Fears:
of Taiwan. The decisive aspect here is to capture | 2)
Taipei within a few days to prevent military aid by
Taiwan'’s allies (US).

U.S. Reinforcing deterrence through a more robust
military presence and closer coordination with | Aims: 4
regional allies and Taiwan. Through naval | 1)
presence in the Taiwan strait which China claims
for itself, the US would demonstrate more | Fears:
commitment but also create the possibility of | 2) 3)
sparking new tensions with China.
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A more peaceful approach wusing diplomatic
methods like recently used in Saudi-Arabia | Aims: 4
regarding the Ukraine war. Economic cooperation | 2) 3)
between all actors allows for mutual economic
benefits (e.g. in tech-sector) and helps to reshape | Fears:
the U.S. image in China, creating a more peaceful | 1)
atmosphere while still maintaining its influence
in the region as a security provider.

ROC Taiwan is the weakest negotiation partner in the
(Taiwan) | entire conflict. Nevertheless, they have one big | Aims: 2
asset: The “Silicon Shield” Strategy: If Taiwan | 3)
faces serious threats from Mainland-China or
feels like invasion is imminent, they could | Fears:
leverage the international dependence on semi- | 1)
conductors by explaining to the whole world, that
a PRC attack would lead to the complete (self-
)destruction of the Taiwan’s manufacturing
capacity (which would trigger a stock market
crash and a global economic crisis). In addition,
they could immediately block all semi-conductor
exports to the mainland and threaten any
country who helps China circumvent these
measures with the same destiny.

Foster diplomatic ties with other states to create
new alliances. For example, they could apply for | Aims: 3
formal or informal membership in QUAD+ or sign | 1)
a defense agreement with Japan. This can
however also be risky as diplomatic dialogue | Fears:
undermines Chinas claims of Taiwan and has | 2)
sparked increasing tensions in the past with
military drills and threats by China.

Note. Table “Options of Actors” is own work

GAME TREE

Since my prior analysis was focused on recent political
developments and the question of how the change in the
American Presidency could affect the Taiwan conflict, I decided
on a special initial scenario where the PRC government sees an
opportunity for successful negotiation with the US. This might
not be the most likely starting point, but I feel that this reflects
an interesting, unconventional possibility few people might
have explored before. Backward induction was used because I
started by eliminating highly unlikely outcomes, which allowed
us to analyze only the most rational and probable choices. This
method ensures that I derive the most stable and realistic
equilibrium from the available options. My argumentation for
why each outcome is realistic or not is mainly based on prior
decisions in the path, to show which path/decision is the more
rational one.
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Source: own elaboration.

Al: China would be outraged by the American
announcement to increase military presence in the light of
Chinas refusal to grant Taiwan a seat at the table. Beijing
would probably hold symbolic military drills but ultimately
back down due to fear of full-scale war and American military
power. This would serve as a show of force without the risk of a
direct conflict. Since it is not irrational of China to expect the
US to insist on Taiwanese participation, this is an adequate
response of using military posturing to signal strength (as done
in the past) but avoiding direct conflict (effectively maintaining
status quo, but with heightened tensions).
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A2: The status quo is maintained. None of the actors
escalate, and the current situation persists. Taiwan remains de
facto independent without official recognition. Odds are that
the negotiations end after the PRC declines the US demand to
integrate ROC leadership into the talks and not responding to
that (i.e. not prepare defensive action) would be irrational by
the coalition.

A3: Full-scale war between China and Taiwan (including
U.S. involvement). China opts for a military solution, triggering
open war with Taiwan and potentially the United States. This
would be an extremely destructive scenario with severe global
economic and political consequences. As explained in outcome
A2, the path leading to this outcome is inherently irrational.
Additionally, the high costs and risks of war make this scenario
unlikely to happen.

A4: The Coalition effectively ends the negotiations
because it does not see room for a compromise. Very
unrealistic because China would perceive such an action very
negatively, especially after they granted the ROC a seat at the
negotiating table.

AS5: Taiwan renounces formal independence permanently
and reduces its armed forces but retains a self-defense force
and significant autonomy (human rights, democracy). It joins a
Greater China Economic Zone without political integration into
the PRC. No Chinese military presence is allowed, and Taiwan's
leadership remains in control. The U.S. scales back military
cooperation but remains a security guarantor. However, strong
anti-CCP sentiment in Taiwan and Beijing’s likely rejection of
such autonomy—especially with continued U.S. influence—
make this deal highly improbable.

A6: Negotiations fail due to Coalition rejection of Chinese
proposal (after China rejected the Coalitions proposal), leading
China to escalate militarily in a limited manner, to follow
through on their initial threat of consequences and put the
blame for the failure on the Coalition (especially on Taiwan,
who was not part of the original negotiations). It would be
achieved through symbolic military drills, partial blockades, or
seizure of small Taiwanese-controlled islands—but stopping
short of full-scale war. This outcome is rational because it is to
be expected that the US ask for Taiwanese participation, so
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China granting it is not unlikely. Since both sides have very
different interpretations of “One Country, Two Systems” it is
likely that the negotiations would not reach a compromise
acceptable to everyone and status quo would be more less
maintained.

A7: China successfully reunifies Taiwan under its rule,
like Hong Kong, eliminating Taiwan’s military and political
autonomy. This would likely trigger massive resistance from
the Taiwanese population and could only be achieved through
extreme force. This is very unlikely because neither the ROC
government nor the American would grant China a deal that
effectively strips Taiwan of its autonomy and military (without
American security guarantees). The ROC government would
never agree to a Hong Kong-like deal because they frequently
used it as an example of how reunification would NOT work.

B1: If the US accepts Chinese proposal and Taiwan does
not make use of its “Silicon shield strategy” (effectively
blackmailing the US and allies by threating destruction of Chip
supply) the outcome would be similar to Trumps current
proposal for solving the Ukraine conflict. The US would grant a
great deal of influence over Taiwan to China, but make sure
that some autonomy remains. At the same time the US and
Cina would sign an economic cooperation agreement and
tensions in the wider region would reduce. Unlikely because
this outcome is not at all welcome in Taiwanese civil society.
There would be great resistance and anger towards the
government for standing by and accepting the fate the bigger
powers decided for them.

B2: Due to American refusal to take Taiwanese interests
into account, ROC imposes semiconductor embargo, thereby
causing skyrocketing prices that trigger a crisis in the global
technology sector, ultimately culminating in an international
economic crisis. Going through with such a bold move is risky
for ROC, because the US and other allies might feel betrayed
and they give up their greatest asset, probably leading to
Chinese annexation without much American resistance. This
scenario is unlikely because it is irrational of Taiwan to
implement the silicon shield strategy due to the consequences
described above.
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B3: Negotiations fail over Taiwanese participation. China
escalates militarily in the following months to follow through on
their initial threat and not lose its reputation. Without a
diplomatic resolution, China increases military activity,
destabilizing the region further, but not provoking the coalition
too much to keep escalation under full-scale war threshold.
Likely to happen because it is rational of the US to take
Taiwanese interests into account to not risk an economic crisis
and grant China too much geopolitical power. China’s original
goal of negotiating without Taiwan (thereby discrediting them)
was not successful, thereby status quo is maintained
(heightened tensions)

B4: In this situation it would be irrational of China to
agree to Taiwanese participation, because the goal of their
initial proposal was to negotiate a better deal by circumventing
Taiwanese interest. With the US being blackmailed by ROC,
China cannot hope to realistically achieve what they originally
wanted and agreeing on Taiwanese participation would make
them look weak (loss of domestic reputation).

CONCLUSION

The Taiwan conflict, as analyzed through the game tree
and strategic bundle analysis (SBA), presents a complex
interplay between diplomacy, economic interests, and military
deterrence. The unconventional approach of China directly
negotiating with the U.S. instead of Taiwan introduces a new
dimension to strategic calculations. After systematically
eliminating unlikely outcomes, the most rational remaining
scenario was A6, because it aligns with Chinas strategic
objectives (reinforcing claim to Taiwan). China needs to follow
through on its threats to maintain credibility but wants to
avoid a full-scale war that would severely damage its economy
and provoke stronger U.S. intervention. A limited escalation
(such as military drills or economic pressure) allows China to
save face while preventing major backlash. It matches Chinas
historical behaviour and basically preserves the status quo
while raising tensions. Al is less likely because it suggests
China would back down without any significant reaction,
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which would hurt its credibility both domestically and
internationally (Invasion is at least as unlikely). B3 is an
escalation beyond A6, making full-scale military conflict more
likely in the long term.

China prefers to avoid a direct military confrontation
unless absolutely necessary, making A6 a more calculated and
rational choice. Outcome A6 does also represent the Nash
equilibrium (occurs when no player can improve their situation
by unilaterally changing their strategy) in this case: China does
not fully escalate (avoiding war but maintaining military
pressure), while the U.S. does not escalate militarily (deterring
China while keeping diplomatic leverage). Taiwan remains
independent but under greater coercion (accepting risks but
avoiding catastrophic war). A change of strategy by any of the
actors would result in a worse outcome (e.g. China deciding for
Outcome AS5S: accepting a “reunification proposal” that would
make them look weak and would come short of their actual
goals). So, in conclusion we can say that the idea, that China
proposes Ukraine-like negotiations with the US will probably
not lead to a more beneficial outcome for them. Instead, the
analysis indicates that the current status quo would be
maintained, but with higher tensions, increasing probability for
military conflict.
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