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Analysis of the threat of the PLA’s armed
against Taiwan

Le-Yi Chi
Division of Chinese Politics, Military and Warfighting Concept
Abstract

The threat of the PLA using force against Taiwan has changed
significantly in both quality and quantity. This study analyses the major
challenges facing the United States, the characteristics of the PLA’s
military preparations for a conflict with Taiwan, the actual combat
experience of the Chinese Communist Party has drawn from the Russia-
Ukraine war and the India-Pakistan air war, and the six threat models of
the PLA’s armed against Taiwan.

The preliminary observations are as follows: The United States claims
to be facing a Pacing Challenge from the CCP and is actively building a
deterrence alliance in the Indo-Pacific region. The PLA’s military
preparations for a conflict with Taiwan have formed a pattern of breaking
through limits and encircling Taiwan, gradually accumulating the energy
of "transitioning from training to combat" with quick strikes and quick
retreats. Simultaneously, the PLA has drawn lessons from the Russia-
Ukraine war and the India-Pakistan air war, deeply understanding the
winning mechanisms of “hybrid warfare” and indirectly verifying the
synergistic effects of “systems-based operations”, all of which bring new
momentum and characteristics to future operations against Taiwan.

Taiwan’s expansion of defence spending is urgent, as it concerns the
survival and development of democratic Taiwan, impacts the success or
failure of the United States in establishing an island chain deterrence

alliance and regional order, and ultimately affects the stability and



prosperity of the Indo-Pacific region. Taiwan’s expanded defence spending
should be reasonably allocated across three key areas-“layered deterrence”,
“multi-domain denial”, and “resilient defence”-to form a balanced
capability. It should also strike a balance between traditional military forces
and new unmanned combat systems. With the resilient power of “being
able to fight” and “being prepared to fight”, making the CCP will not dare

and cannot use force against Taiwan.

Keywords : Entire Range of Military Operations, “2027 Goal”, From
Training to Combat, Lessons from Russia-Ukraine War and India-Pakistan

Air War, “Systems Destruction Warfare”
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Assessing Taiwan’s Appropriate Defense
Budget Ratio from an International
Comparative Perspective

Tung-Yun Chi

Center for General Education, Feng Chia University
Abstract

As China’s cognitive warfare and military intimidation against Taiwan
intensify, the share of Taiwan’s defense budget relative to GDP has become
a key indicator for other countries to gauge its determination to defend
itself. Based on data from the Stockholm International Peace Research
Institute (SIPRI), this study compares the ratio of defense expenditure to
GDP among major countries—including the United States, NATO member
states, East Asian nations, as well as high-risk countries such as Israel and
Ukraine. The analysis shows a direct correlation between perceived threat
levels and the share of defense spending in GDP.

Although Taiwan is located at the frontline of the Indo-Pacific, over
the past five years its defense expenditure has averaged only about 1.99%
of GDP, a relatively low level. Therefore, we recommend first aligning
with the United States at 3.4% of GDP; setting a medium-term target of
4.2%, which corresponds to the current defense spending level of Poland,
another potential frontline state; and following President Lai Ching-te’s
stated objective of reaching 5% of GDP by 2030, in line with NATO’s 2025
agreement, as the maximum sustainable peacetime burden for Taiwan’s

national capacity.

Keywords: Defense Budget, Defense spending, GDP Ratio, Taiwan
Security, Geopolitics, SIPRI, NATO Benchma
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Examining Taiwan’s Defense Budget
Allocation through the Lens of Budgetary
Agility
Wei-1sung Liu
Chief of the Finance, Accounting, and IT Division

Abstract

This study evaluates Taiwan’s defense budgeting through the lens of
budgetary agility under a deteriorating security environment. Taiwan
operates an annual, line-item appropriations model that prioritizes planning
discipline and stability, yielding fiscal clarity. Yet statutory procedures and
purpose restrictions constrain in-year reprogramming and cross-unit
coordination. When operational requirements spike, ad hoc missions create
timing mismatches between resource availability and actual demand. The
PLA’s normalized, multi-axis gray-zone incursions further raise
operational tempo and uncertainty, magnifying the premium on budgetary
responsiveness and reallocation agility.

Analytically, we operationalize budgetary agility via dynamic
capabilities—sensing, seizing, and transforming. In financial terms, this
entails: (1) real-time sensing of threats and resource gaps; (2) rapid process
simplification with precise allocation; and (3) continuous rule refinement
with interagency coordination. We integrate the Slack resources
perspective by distinguishing between absorbed and unabsorbed slack.
Current instruments—such as special budgets and the First Reserve—
constitute absorbed slack. They provide flexibility but remain bound by
authorization and procedural limits. Therefore, they do not qualify as truly
unabsorbed slack.

Comparatively, advanced democracies employ contingency funds or

14



flexible budgeting to accelerate support for security contingencies. The
United States” OCO retained an annual top-line but granted broad
execution discretion to shorten lead times; Japan’s supplementary defense
budgets likewise create flexible envelopes for emergent requirements.
These remain absorbed slack—purpose-bound and legislatively
authorized—yet design features (lower approval thresholds, expanded
execution discretion, and ex post ratification) push them toward the
immediacy typical of unabsorbed slack.

In practice, Taiwan’s special budgets expanded markedly during 2020—
2025, and the First Reserve has risen annually. These shifts reflect a policy
logic of “agility within stability,” aimed at shortening lead times and
improving immediate support. To advance budgetary agility, we propose a
three-track approach linking institutional easing, process optimization, and
strategic alignment: (1) establish a Strategic Contingency Appropriation
with fast-track review; (2) streamline First-Reserve execution and adopt a
priority-use list; and (3) create a cross-department Budget Strategic
Contingency Task Force and a data-driven decision platform. These
measures can strengthen rapid response and strategic resilience by
converting slack into immediately deployable fiscal capacity while

preserving core principles of fiscal discipline.

Keyword : Budgetary agility, Dynamic capabilities, Slack resources,
Absorbed slack, Unabsorbed slac
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Strategic Review of Taiwan’s Defense
Budget Allocation with Focus on
Acquisition Strategy and Life Cycle
Sustainment

Raymond H.J. Huang
Division of Cyber Security and Decision-Making Simulation
Abstract

Taiwan stands a key strategic position in the Indo-Pacific and faces
ongoing military threats from mainland China, making a robust defense
budget essential. Despite increases in defense spending, challenges persist,
including imbalanced funding allocation and insufficient resources for
sustainment. The article examines issues through the lens of armament
acquisition strategy and life-cycle support, highlighting Taiwan’s current
emphasis on 1nitial investment over long-term sustainment and the risks
associated with reliance on special budgets. Drawing on international
experiences, it emphasizes the importance of incorporating full armament
life-cycle costs into budgeting, localizing supply chains, fostering civil-
military collaboration, and adopting smart logistics. Recommendations
include enhancing flexible sustainment funding for indigenous systems and
stress that defense spending must support both new capabilities and the
sustainment of existing forces and logistics resilience to effectively address

diverse threats and ensure sustainable national security.

Keywords: defense budget, defense self-reliance, acquisition strategy,

life-cycle follow-on support
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Overview of the Republic of China’s
Defense Expenditures and Potential
Challenges Ahead

Chieh Chung
Division of Defense Strategy and Resources
Abstract

In 2026, the Republic of China’s total defense expenditure, following
the “NATO model”, is projected to include a “core defense expenditure” of
NT$806 billion and an “ancillary defense expenditure” of NT$143.5
billion, amounting to approximately NT$949.5 billion. This represents
3.32% of the estimated GDP of NT$28.6 trillion for 2026.

However, compared to countries around the world facing significant
external threats, the proportion of the Republic of China’s defense
expenditure relative to GDP, even by 2026 standards, is only slightly higher
than that of Finland, Latvia, and South Korea, which has a conscription
system. It falls short when compared to Poland, Estonia, and Lithuania,
which are under threat from Russia.

If we measure defense expenditure per active-duty soldier, Taiwan’s
expenditure in 2024 is approximately USD 100,000, comparable only to
South Korea, which has a conscription system, and significantly lower than
advanced nations such as the United States, the United Kingdom, and
France, being only half of that of Japan and Singapore.

These indicators demonstrate the necessity of increasing our defense
expenditure.

More importantly, in the face of the growing threats from the PLA,
including gray zone activities, military invasions, and even hybrid threats,

the Ministry of National Defense has planned multiple capability
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enhancement programs that will create substantial new demands for
defense spending in the coming years. It is essential for the government to
provide sufficient and stable funding to build a resilient military capable of
adapting to future warfare scenarios.

It is recommended that the government learn from the examples of
other countries, with the first phase, the proportion of “core defense
expenditure” relative to GDP should be increased to 3% and
institutionalized.

In the second phase, following the suggestions of American scholar
Oriana Skylar Mastro, the “core defense expenditure” should be gradually
raised to match the current level of the United States, which 1s 3.4% of
GDP. This should be accompanied by “ancillary defense expenditure”,
aiming for the “total defense expenditure” to reach 5% of GDP by 2030.

Keywords: defense budget, total defense expenditure, military aggression

against Taiwan, gross domestic product
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