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CHAPTER 1: EVOLVING STRATEGIES IN THE
CHINA -U.S.MILITARY BALANCE

Chinabds emergence as a gl obal economic superp
Asia and the Pacific, has had a major impact on its relations with the United States and its
neighbors. China was the driving factorthre new strategy th&nited Statesnnounced in 2012

that caledforthe U.St o fir e b al an c e-Pacifictregionf Ad thecsane timedhiné s i a
actions on its borders, in the East China Sea, and in thh Sbhina Sea have shown ti@tina is
steadilyexpanding its geopolitical role in thacific, and having a steadily increasing impact on

the strategy and military developments in other Asian powers.

As a result, the Peoptheddited SRtespnd®H ii ca @d rCehii gnhab d 1
a critical need to improve their understanding of how each state in the region is developing its
military power, and find ways to avoid the kind of military competition that could lead to rising
tension or conflict

This study is intended to support such a dialogue between China, the United States, and other key
Asian powers. Ifocuses orthe current developments @h i nadés mi | forcegang st r a
modernization but does in the context of how they are iafluing US. strategy and force
development, the reactions of Japan, South Korea, and Taiwan. It also focuses on how Chinese
military developments affect the rising tensions in areas like the East China Sea, South China Sea,
and Taiwan.

This study isnot meant to provide givenview of Chinese strategZhinese forces, or the trends

in the regional military balance. It is rather intendegtovide analysts with a better basis for
understanding the differenfficial estimates of the changes in Chinésee strength and force

guality. Accordingly, it makes extensive comparisons of the assessments of Chinese military
developments infficial reporting by the US, Chinand other Asian governments. In doing so, it

relies heavily on Chinese white papersdathe US Department of Defense (DoRgport to

Congress on Military and Securjtgts well as the military white papersiajpan, South Korea, and

Taiwan. Key portions compare these different perspectivemtio doneby outside scholars and
theinformationin databasebke thosed e vel oped by the 1 1SS and | HS

The analysis begins by focusing on Chinese strategy, the organization and structure of Chinese
forces, Chinese military spending and resources, and the broad trends in Chinese military
modernzation. It then examines the trends in Chinese land, air, naval, paramilitary, missile, and
nuclear forces. Finally, it examines how Chinese strategy and military modernization have affected
the security situation in the Taiwan Straits, South China Sea(Héna Sea, Northeast Asia, and

the U.S. military posture in the Pacific. Thalance in the Korean Peninsudad the role played

by China in this military balan¢cés addressed in depth anprevious Burke Chair report entitled

The Evolving Military B&ance in the Korean Peninsula and Northeast Asia

Where possible, the study attempts to quantify key trends and the differences between the official
reports and views of given countries. Accordingly, the analysis in each chapter is supported by
comparatre trend analyses, maps and graphics, and chronologies, and by an examination of the
differences between key sources uncertainties involved.



Chinese Strategy and Military Modernization: A Comparative Analysi®ctober 52015 2

Chinese Strategy

Chinese strateggy et s t he stage for all the othetis aspec
i mportant to note that Chinads unclassified s
are exercises in strategic communications. As the chapters of this analysis show, they have also
become | ess detailed asng@bernaasdfasc€s®i hade b
major military power and become more challenging.

There are many debates over how realistic Chi
Chinsummary of the Peopl es Li @sanita20i5defensAwhiey 6 s (
paperChi nadés Mi ¥, dotpravidg br&tl insightragegicgoals?

China's national strategic goal is to complete the building of a moderately prosperous society in all respects
by 2021 when the CPC celebratesdentenary; and the building of a modern socialist country that is
prosperous, strong, democratic, culturally advanced and harmonious by 2049 when the People's Republic of
China (PRC) marks its centenary. It is a Chinese Dream of achieving the greatagpvef the Chinese

nation. The Chinese Dream is to make the country strong. China's armed forces take their dream of making
the military strong as part of the Chinese Dream.

Without a strong military, a country can be neither safe nor strong. Inwhkisgrical period, aiming at the

CPC's goal of building a strong military in the new situation, China's armed forces will unswervingly adhere
to the principle of the CPC's absolute leadership, uphold combat effectiveness as the sole and fundamental
stanard, carry on their glorious traditions, and work to build themselves into a people's military that follows
the CPC's commands, can fight and win, and boasts a fine style of work.

In the new circumstances, the national security issues facing China ensdanpasre subjects, extend over

a greater range, and cover a longer time span than at any time in the country's history. Internally and
externally, the factors at play are more complex than ever before. Therefore, it is necessary to uphold a
holistic view of national security, balance internal and external security, homeland and citizen security,
traditional and nottraditional security, subsistence and development security, and China's own security and
the common security of the world.

To realize China'snational strategic goal and implement the holistic view of national security, new
requirements have been raised for innovative development of China's military strategy and the
accomplishment of military missions and tasks. In response to the new requicéisefeguarding national
security and development interests, China's armed forces will work harder to create a favorable strategic
posture with more emphasis on the employment of military forces and means, and provide a solid security
guarantee for theotintry's peaceful development.

In response to the new requirement arising from the changing security situation, the armed forces will
constantly innovate strategic guidance and operational thoughts so as to ensure the capabilities of fighting
and winning.In response to the new requirement arising from the worldwide RMA, the armed forces will
pay close attention to the challenges in new security domains, and work hard to seize the strategic initiative
in military competition.

In response to the new regaiinent coming from the country's growing strategic interests, the armed forces
will actively participate in both regional and international security cooperation and effectively secure China's
overseas interests. And in response to the new requiremengdrizin China's alfound and deepening
reform, the armed forces will continue to follow the path of ailitary integration (CMI), actively
participate in the country's economic and social construction, and firmly maintain social stability, so as to
remain a staunch force for upholding the CPC's ruling position and a reliable force for developing socialism
with Chinese characteristics.

China's armed forces will effectively perform their missions in the new historical period, resolutely uphold
the leadership of the CPC and the socialist system with Chinese characteristics, safeguard China's
sovereignty, security and development interesstieguard the important period of strategic opportunities for
China's development, maintain regional and world peace, and strive to provide a strong guarantee for
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completing the building of a moderately prosperous society in all respects and achievigeahe
rejuvenation of the Chinese nation.

China's armed forces mainly shoulder the following strategic tasks:

1 To deal with a wide range of emergencies and military threats, and effectively safeguard the
sovereignty and security of China's territorial land, air and sea;

To resolutely safeguard the unification of the motherland,;
To safeguard China's security anterests in new domains;
To safeguard the security of China's overseas interests;

To maintain strategic deterrence and carry out nuclear counterattack;

=A =4 =4 -4 =4

To participate in regional and international security cooperation and maintain regional and world
pexe;

9 To strengthen efforts in operations against infiltration, separatism and terrorism so as to maintain
China'’s political security and social stability; and

1 To perform such tasks as emergency rescue and disaster relief, rights and interests pguigation,
duties, and support for national economic and sa&gélopment.

Key Trends in Chinese Military Modernization

Chi nads 20 ldsopwhidesisaene Bra@ag imsights intbereasonswvhy China is making
key changes taking place in its forc&@e White Paper notes thét:

In the implementation of the military strategic guideline in the new situation, China's armed forces must
closely center around the CPC's goal of building a strong military, respond to the state's core security needs,
aim atbuilding an informationized military and winning informationized wars, deepen the reform of national
defense and the armed forces in arr@lind way, build a modern system of military forces with Chinese
characteristics, and constantly enhance their lilifies for addressing various security threats and
accomplishing diversified military tasks.

Development of the Services and Arms of the People's Liberation Army (PLA) and the People's Armed Police
Force (PAPF)

In line with the strategic requirement obhile operations and multlimensional offense and defense, the

PLA Army (PLAA) will continue to reorient from theater defense to trdmeater mobility. In the process of
building small, multifunctional and modular units, the PLAA will adapt itself tektsin different regions,
develop the capacity of its combat forces for different purposes, and construct a combat force structure for
joint operations. The PLAA will elevate its capabilities for precise, rdiftiensional, trantheater, mult
functionaland sustainable operations.

In line with the strategic requirement of offshore waters defense and open seas protection, the PLA Navy
(PLAN) will gradually shift its focus from "offshore waters defense" to the combination of "offshore waters
defense" with'open seas protection,” and build a combined, riufictional and efficient marine combat

force structure. The PLAN will enhance its capabilities for strategic deterrence and counterattack, maritime
maneuvers, joint operations at sea, comprehensive gedeascomprehensive support.

In line with the strategic requirement of building -sgace capabilities and conducting offensive and
defensive operations, the PLA Air Force (PLAAF) will endeavor to shift its focus from territorial air defense
to both defens and offense, and build an-gpace defense force structure that can meet the requirements of
informationized operations. The PLAAF will boost its capabilities for strategic early warning, air strike, air
and missile defense, information countermeasur@shorne operations, strategic projection and
comprehensive support.

In line with the strategic requirement of being lean and effective and possessing both nuclear and
conventional missiles, the PLA Second Atrtillery Force (PLASAF) will strive to transfteeff in the
direction of informationization, press forward with independent innovations in weaponry and equipment by
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reliance on science and technology, enhance the safety, reliability and effectiveness of missile systems, and
improve the force structarfeaturing a combination of both nuclear and conventional capabilities. The
PLASAF will strengthen its capabilities for strategic deterrence and nuclear counterattack, and-imedium
long-range precision strikes.

In line with the strategic requirement performing multiple functions and effectively maintaining social
stability, the PAPF will continue to develop its forces for guard and security, contingency response, stability
maintenance, countéerrorism operations, emergency rescue and disastef, exinergency support and air
support, and work to improve a force structure which highlights guard duty, contingency response, counter
terrorism and stability maintenance. The PAPF will enhance its capabilities for performing diversified tasks
centering @ guard duty and contingency response in informationized conditions.

Force Development in Critical Security Domains

The seas and oceans bear on the enduring peace, lasting stability and sustainable development of China. The
traditional mentality that lahoutweighs sea must be abandoned, and great importance has to be attached to
managing the seas and oceans and protecting maritime rights and interests. It is necessary for China to
develop a modern maritime military force structure commensurate withtitsal security and development
interests, safeguard its national sovereignty and maritime rights and interests, protect the security of strategic
SLOCs and overseas interests, and participate in international maritime cooperation, so as to progide strate
support for building itself into a maritime power.

Outer space has become a commanding height in international strategic competition. Countries concerned
are developing their space forces and instruments, and the first signs of weaponization pacetéasge
appeared. China has all along advocated the peaceful use of outer space, opposed the weaponization of and
arms race in outer space, and taken an active part in international space cooperation. China will keep abreast
of the dynamics of outer spacdeal with security threats and challenges in that domain, and secure its space
assets to serve its national economic and social development, and maintain outer space security.

Cyberspace has become a new pillar of economic and social developmentemdlamain of national
security. As international strategic competition in cyberspace has been turning increasingly fiercer, quite a
few countries are developing their cyber military forces. Being one of the major victims of hacker attacks,
China is confrated with grave security threats to its cyber infrastructure. As cyberspace weighs more in
military security, China will expedite the development of a cyber force, and enhance its capabilities of
cyberspace situation awareness, cyber defense, suppottefarotintry's endeavors in cyberspace and
participation in international cyber cooperation, so as to stem major cyber crises, ensure national network
and information security, and maintain national security and social stability.

The nuclear force is a stegfic cornerstone for safeguarding national sovereignty and security. China has
always pursued the policy of no first use of nuclear weapons and adhered tdedesedive nuclear strategy

that is defensive in nature. China will unconditionally not ugbreaten to use nuclear weapons against non
nuclearweapon states or in nucleaeaponfree zones, and will never enter into a nuclear arms race with
any other country. China has always kept its nuclear capabilities at the minimum level required for
maintaning its national security. China will optimize its nuclear force structure, improve strategic early
warning, command and control, missile penetration, rapid reaction, and survivability and protection, and
deter other countries from using or threatenmgde nuclear weapons against China.

Military Force Building Measures

Strengthening ideological and political work. China's armed forces always treat ideological and political
building as the first priority, and have endeavored to reinforce and improve their political work in the new
situation. They will continue to practia@nd carry forward the Core Socialist Values, cultivate the Core
Values of Contemporary Revolutionary Service Personnel, and carry forward their glorious traditions and
fine styles. Moreover, the armed forces will uphold a series of fundamental prirfoipéasl institutions of

the CPC's absolute leadership over the military, enhance the creativity, cohesion and combat effectiveness of
their CPC organizations at all levels, make great efforts to cultivate a new generation of revolutionary service
personnebf noble soul, competence, courage, uprightness and virtue, and ensure that the armed forces will
resolutely follow the commands of the CPC Central Committee and the CMC at all times and under all
conditions, and consistently retain the nature and purmfabe people's armed forces.
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Pushing ahead with logistics modernization. China's armed forces will deepen logistics reform in relevant
policies, institutions and support forces, and optimize strategic logistics deployment. They will innovate the
modes & support, develop new support means, augment war reserves, integrate logistics information
systems, improve rules and standards, and meticulously organize supply and support, so as to build a logistics
system that can provide support for fighting and wignmodern wars, serve the modernization of the armed
forces, and transform towards informationization.

Developing advanced weaponry and equipment. Persevering in information dominance, systems building,
independent innovation, sustainable developmentrativplanning, and emphasis on priorities, China's
armed forces will speed up to upgrade weaponry and equipment, and work to develop a weaponry and
equipment system which can effectively respond to informationized warfare and help fulfill the missions and
tasks.

Cultivating newtype military personnel. China's armed forces will continue with the strategic project for
personnel training and perfect the system for military human resources. They will deepen the reform of
military educational institutions andnprove the triad training system for ndéype military personnel
institutional education, unit training and military professional education, so as to pool more talented people
and cultivate more personnel who can meet the demands of informationizedewarfa

Intensifying efforts in running the armed forces with strict discipline and in accordance with the law. Aiming
at strengthening the revolutionization, modernization and regularization of the armed forces in all respects,
China will innovate and devegbatheories and practice in relation to running the armed forces in accordance
with the law, establish a wellinit military law system with Chinese characteristics, so as to elevate the level
of rule by law of national defense and armed forces building.

Innovating military theories. Under the guidance of the CPC's innovative theories, China's armed forces will
intensify their studies of military operations, probe into the mechanisms of winning modern wars, innovate
strategies and tactics featuring mobikiiyd flexibility, and develop theories on military building in the new
situation, so as to bring into place a system of advanced military theories commensurate with the requirement
of winning future wars.

Improving strategic management. It is necessagptamize the functions and institutions of the CMC and

the general headquarters/departments, improve the leadership and management system of the services and
arms, and adhere to demalpased planning and pldrased resource allocation. China's armed fongks

set up a system and a working mechanism for overall and coordinated programming and planning. They will
also intensify overall supervision and management of strategic resources, strengtherprieess
supervision and risk control of major projedtaprove mechanisms for strategic assessment, and set up and
improve relevant assessment systems and complementary standards and codes.

In-depth Development of CiMillilitary Integration (CMI)

Following the guiding principle of integrating military witlivilian purposes and combining military efforts
with civilian support, China will forge further ahead with CMI by constantly bettering the mechanisms,
diversifying the forms, expanding the scope and elevating the level of the integration, so as toreéndeav
bring into place an akklement, multdomain and costfficient pattern of CMI.

Accelerating CMI in key sectors. With stronger policy support, China will work to establish uniform military

and civilian standards for infrastructure, key technologicahs and major industries, explore the ways and
means for training military personnel in civilian educational institutions, developing weaponry and
equipment by national defense industries, and outsourcing logistics support to civilian support systems. C
encourages joint building and utilization of military and civilian infrastructure, joint exploration of the sea,
outer space and air, and shared use of such resources as surveying and mapping, navigation, meteorology
and frequency spectra. Accordingtyilitary and civilian resources can be more compatible, complementary

and mutually accessible.

Building a mechanism for operating CMI. At the state level, it is necessary to establish a mechanism for CMI
development, featuring unified leadership, miltaivilian coordination, abutment of military and civilian

needs, and resource sharing. Furthermore, it is necessary to improve the management responsibilities of
relevant military and civilian institutions, improve the general standards for both theryrédlnd the civilian

sectors, make studies on the establishment of a policy system in which the government makes the investment,
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offers tax incentives and financial support, and expedites legislation promoting rtlitdign coordinated
development, scas to form a pattern featuring overall militaziyilian planning and coordinated
development. It is also necessary to push forward with the shared utilization of military capabilities and those
of other sectors, and establish a mechanism for jointiNilary response to major crises and emergencies.

Improving the systems and mechanisms of national defense mobilization. China will enhance education in
national defense and boost the awareness of the general public in relation to national defdéinsmntitiwe

to strengthen the building of the reserve force, optimize its structure, and increase its proportion in the PLAN,
PLAAF and PLASAF as well as in combat support forces. The ways to organize and employ reserve forces
will be more diversified. Clmia will devote more efforts to science and technology in national defense
mobilization, be more readily prepared for the requisition of information resources, and build specialized
support forces. China aims to build a national defense mobilization sifsienan meet the requirements of
winning informationized wars and responding to both emergenciewansd

Chinadés View of Its Strategic Positi

At the same time, the 2015 Chinese White Pé&parses ora key underlying r&ity. Whether or

not China openlyleclares the full range of motives behind its military development, espeact

of Chinads strategy, the changes in its force
view tha China must pursue its inteteés a troubled region, that it must be ready for conflict, and

US isboth a potential partner in some forms of military cooperationaamdjor competitor for

strategic influence and a potential future threat.

Profound changes are taking place in titerinational situation, as manifested in the historic changes in the
balance of power, global governance structure, -Rsieific geostrategic landscape, and international
competition in the economic, scientific and technological, and military fields.oFbed for world peace are

on the rise, so are the factors against war. In the foreseeable future, a world war is unlikely, and the
international situation is expected to remain generally peaceful. There are, however, new threats from
hegemonism, power ptilis and neédnterventionism. International competition for the redistribution of
power, rights and interests is tending to intensify. Terrorist activities are growing increasingly worrisome.
Hotspot issues, such as ethnic, religious, border and terridpautes, are complex and volatile. Sredéle

wars, conflicts and crises are recurrent in some regions. Therefore, the world still faces both immediate and
potential threats of local wars.

With a generally favorable external environment, China withai in an important period of strategic
opportunities for its development, a period in which much can be achieved. China's comprehensive national
strength, core competitiveness and-rigkistance capacity are notably increasing, and China enjoys growing
international standing and influence. Domestically, the Chinese people's standard of living has remarkably
improved, and Chinese society remains stable. China, as a large developing country, still faces multiple and
complex security threats, as well asrgasing external impediments and challenges. Subsistence and
development security concerns, as well as traditional aneraditional security threats are interwoven.
Therefore, China has an arduous task to safeguard its national unification, terittagaity and
development interests.

As the world economic and strategic center of gravity is shifting ever more rapidly to tHeaksfia region,

the US carries on its "rebalancing” strategy and enhances its military presence and its military alliances
this region. Japan is sparing no effort to dodge thewastmechanism, overhauling its military and security
policies. Such development has caused grave concerns among other countries in the region. On the issues
concerning China's territorial sovégety and maritime rights and interests, some of its offshore neighbors
take provocative actions and reinforce their military presence on China's reefs and islands that they have
illegally occupied. Some external countries are also busy meddling in Sbirta Sea affairs; a tiny few
maintain constant close air and sea surveillance and reconnaissance against China. It is thus a long
standing task for China to safeguard its maritime rights and interests. Certain disputes over land territory are
still smoldering. The Korean Peninsula and Northeast Asia are shrouded in instability and uncertainty.
Regional terrorism, separatism and extremism are rampant. All these have a negative impact on the security
and stability along China's periphery.
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The Taiwan issuébears on China's reunification and letegm development, and reunification is an
inevitable trend in the course of national rejuvenation. In recent years;Taivesn Straits relations have
sustained a sound momentum of peaceful development, but theatese of instability has not yet been
removed, and the "Taiwan independence" separatist forces and their activities are still the biggest threat to
the peaceful development of cre8saits relations. Further, China faces a formidable task to maintain
palitical security and social stability. Separatist forces for "East Turkistan independence" and "Tibet
independence" have inflicted serious damage, particularly with escalating violent terrorist activities by "East
Turkistan independence” forces. Besidegi-&hina forces have never given up their attempt to instigate a
"color revolution" in this country. Consequently, China faces more challenges in terms of national security
and social stability. With the growth of China's national interests, its natienaltity is more vulnerable to
international and regional turmoail, terrorism, piracy, serious natural disasters and epidemics, and the security
of

overseas interests concerning energy and resources, strategic sea lines of communication (SLOCs), as well
asinstitutions, personnel and assets abroad, has become an imminent issue.

The world revolution in military affairs (RMA) is proceeding to a new stage. frange, precise, smart,
stealthy and unmanned weapons and equipment are becoming increagptgsticated. Outer space and
cyber space have become new commanding heights in strategic competition among all parties. The form of
war is accelerating its evolution to informationization. World major powers are actively adjusting their
national securitystrategies and defense policies, and speeding up their military transformation and force
restructuring. The aforementioned revolutionary changes in military technologies and the form of war have
not only had a significant impact on the international jalitand military landscapes, but also posed new

and severe challenges to China's military security.

€ The strategic concept of active defense is the essence of the CPC's military strategic thought. From the
long-term practice of revolutionary wars, theopée's armed forces have developed a complete set of strategic
concepts of active defense, which boils down to: adherence to the unity of strategic defense and operational
and tactical offense; adherence to the principles of defensejedetfse and posmptive strike; and
adherence to the stance that "We will not attack unless we are attacked, but we will surely counterattack if
attacked."

Shortly after the founding of the PRC in 1949, the Central Military Commission (CMC) established the
military straegic guideline of active defense, and later, in line with the developments and changes in the
national security situation, had made a number of major revisions of it. In 1993 the military strategic guideline
of the new era was formulated, which took wimitocal wars in conditions of modern technology,
particularly high technology, as the basic point in making preparation for military struggle (PMS). In 2004,
the guideline was further substantiated, and the basic point for PMS was modified to winningalecal
under conditions of informationization.

China's socialist nature, fundamental national interests and the objective requirement of taking the path of
peaceful development all demand that China unswervingly adhere to and enrich the strategic €oncept o
active defense. Guided by national security and development strategies, and required by the situation and
their tasks in the new historical period, China's armed forces will continue to implement the military strategic
guideline of active defense and ankbe military strategic guidance as the times so require. They will further
broaden strategic vision, update strategic thinking and make strategic guidance more-lfmkingd A

holistic approach will be taken to balance war preparation and war preyvergiuts protection and stability
maintenance, deterrence and warfighting, and operations in wartime and employment of military forces in
peacetime. They will lay stress on farsighted planning and management to create a favorable posture,
comprehensivelynanage crises, and resolutely deter and win wars.

To implement the military strategic guideline of active defense in the new situation, China's armed forces
will adjust the basic point for PMS. In line with the evolving form of war and national secitugyicn, the

basic point for PMS will be placed on winning informationized local wars, highlighting maritime military
struggle and maritime PMS. The armed forces will work to effectively control major crises, properly handle
possible chain reactions, afidnly safeguard the country's territorial sovereignty, integrity and security.

To implement the military strategic guideline of active defense in the new situation, China's armed forces
will innovate basic operational doctrines. In response to sechrégts from different directions and in line
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with their current capabilities, the armed forces will adhere to the principles of flexibility, mobility and self
dependence so that "you fight your way and | fight my way." Integ@ietbat forces will be empyed to
prevail in systenvs-system operations featuring information dominance, precision strikes and joint
operations.

To implement the military strategic guideline of active defense in the new situation, China's armed forces
will optimize the military strategic layout. In view of China's geostrategic environment, the security threats
it faces and the strategic tasks trehoulder, the armed forces will make overall planning for strategic
deployment and military disposition, in order to clearly divide areas of responsibility for their troops, and
enable them to support each other and act as an organic whole. Threatschiamsisecurity domains as

outer space and cyber space will be dealt with to maintain the common security of the world community.
China's armed forces will strengthen international security cooperation in areas crucially related to China's
overseas interés to ensure the security of such interests.

To implement the military strategic guideline of active defense in the new situation, China's armed forces
will uphold the following principles:

I To be subordinate to and in the service of the national stajegl, implement the holistic view of
national security, strengthen PMS, prevent crises, deter and win wars;

1 To foster a strategic posture favorable to China's peaceful development, adhere to the national
defense policy that is defensive in nature, @eese in close coordination of political, military,
economic and diplomatic work, and positively cope with comprehensive security threats the country
possibly encounters;

1 To strike a balance between rights protection and stability maintenance, and miaklepdanning
for both, safeguard national territorial sovereignty and maritime rights and interests, and maintain
security and stability along China's periphery;

1 Toendeavor to seize the strategic initiative in military struggle, proactively planlfiarystruggle
in all directions and domains, and grasp the opportunities to accelerate military building, reform and
development;

1 To employ strategies and tactics featuring flexibility and mobility, give full play to the overall
effectiveness of joint mgerations, concentrate superior forces, and make integrated use of all
operational means and methods;

1 To make serious preparations to cope with the most complex and difficult scenarios, uphold bottom
line thinking, and do a solid job in all aspects sdcasnsure proper responses to such scenarios
with ease at any time and in any circumstances;

1 To bring into full play the unique political advantages of the people's armed forces, uphold the CPC's
absolute leadership over the military, accentuate thevatitin of fighting spirit, enforce strict
discipline, improve the professionalism and strength of the troops, build closer relations between
thegovernment and the military as well as between the people and the military, and boost the morale
of officers aml men;

1 To give full play to the overall power of the concept of people's war, persist in employing it as an
ace weapon to triumph over the enemy, enrich the contents, ways and means of the concept of
people's war, and press forward with the shift of toei$ of war mobilization from human resources
to science and technology; and

1 To actively expand military and security cooperation, deepen military relations with major powers,
neighboring countries and other developing countries, and promote the estahligti a regional
framework for security and cooperation.

éPreparation for military struggle (PMS) is a bas
safeguarding peace, containing crises and winning wars. To expand and intensify PMS, Credafsrags

must meet the requirement of being capable of fighting and winning, focus on solving major problems and
difficulties, and do solid work and make relentless efforts in practical preparations, in order to enhance their
overall capabilities for deteence and warfighting.
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Enhancing capabilities for systevs-system operations based on information systems. China's armed forces
will quicken their steps to transform the generating mode of combat effectivamekgp use information
systems to integta a wide range of operational forces, modules and elements into overall operational
capacity, and gradually establish an integrated joint operational system in which all elements are seamlessly
linked and various operational platforms perform independemiti in coordination. China's armed forces

will endeavor to address the pressing problems constraining the capabilities forgystgstem operations.

They will make further exploration and more efficient utilization of information resources, strerigéhen
building of the systems of reconnaissance, eadyning and command and control, develop mediand
long-range precision strike capabilities, and improve the comprehensive support systems. In accordance with
the requirement of being authoritativaremmlined, agile and efficient, they will strive to establish and
improve the CMC command organ and theddgel command systems for joint operations.

Pushing ahead with PMS in all directions and domains. Due to its complex geostrategic environmant, Chi
faces various threats and challenges in all its strategic directions and security domains. Therefore, PMS must
be carried out in a wefllanned, prioritized, comprehensive and coordinated way, so as to maintain the
balance and stability of the overaltaegic situation. China's armed forces will make overall planning for
PMS in both traditional and new security domains, and get ready to safeguard national sovereignty and
security, protect the country's maritime rights and interests, and deal with eonfécts and emergencies.

To adapt to the upgrading of weaponry and equipment as well as changes of operational patterns, China's
armed forces will further optimize battlefield disposition and strengthen strategic prepositioning.

Maintaining constant aobat readiness. China's armed forces will continue to improve its routine combat
readiness, maintain a posture of high alertness, and conscientiously organize border, coastal and air defense
patrols and guard duties. The PLAA will improve its combat ressdirsystem with intesonnected strategic
directions, combined arms and systematized operational support, so as to ensure agile maneuvers and
effective response. The PLAN will continue to organize and perform regular combat readiness patrols and
maintain amilitary presence in relevant sea areas. The PLAAF will continue to observe the principles of
applicability in peacetime and wartime, -diimensional response and full territorial reach, and maintain
vigilant and efficient combat readiness. The PLASAR @ohtinue to keep an appropriate level of vigilance

in peacetime. By observing the principles of combining peacetime and wartime demands, maintaining all
time vigilance and being actieeady, it will prefect the integrated, functional, agile and effioigrerational

duty system.

Enhancing realistic military training. The PLA will continue to attach strategic importance to combat training
in realistic conditions, and strictly temper the troops according to the Outline of Military Training and
Evaluation(OMTE). It will constantly innovate operational and training methods, improve military training
criteria and regulations, and work to build laigmale comprehensive training bases in an effort to provide
realcombat environments for training. The PLA wdlbntinue toconduct livesetting training, Ifthased
simulated training, and fagan-face confrontation training in line with reebmbat criteria, and strengthen
command post training and joint and combined training. It will intensify training in coraf@ettomagnetic
environments, complex and unfamiliar terrains, and complex weather conditions. It will also set up a training
supervision and inspection system, so as to incorporateagedlat requirements into training.

Pursuing a security concept fediig common, comprehensive, cooperative and sustainable security, China's
armed forces will continue to develop militaigmilitary relations that are nealigned, norconfrontational

and not directed against any third party. They will strive to estafdistand effective collective security
mechanisms and military confidenbeilding measures (CBMs), expand military and security cooperation,
and create a security environment favorable to China's peaceful development.

Developing aHround militaryto-military relations. China's armed forces will further their exchanges and
cooperation with the Russian military within the framework of the comprehensive strategic partnership of
coordination between China and Russia, and foster a comprehensive, divessstaimhble framework to
promote military relations in more fields and at more levels.

China's armed forces will continue to foster a new model of military relationship with the US armed forces
that conforms to the new model of mafuntry relations beteen the two countries, strengthen defense
dialogues, exchanges and cooperation, and improve the CBM mechanism for the notification of major
military activities as well as the rules of behavior for safety of air and maritime encounters, so as to strengthen
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mutual trust, prevent risks and manage crises. In the fmiciés will further develop relations with their
counterparts in neighboring countries.

Also, they will work to raise the level of military relations with European counterparts, continue the
traditional friendly military ties with their African, Latin American and Southern Pacific counterparts.
China's armed forces will work to further defense and security cooperation in the Shanghai Cooperation
Organization (SCO), and continue to participatenintilateral dialogues and cooperation mechanisms such

as the ASEAN Defense Ministers' Meeting Plus (ADMM+), ASEAN Regional Forum (ARF), SHaagri
Dialogue (SLD), Jakarta International Defence Dialogue (JIDD) and Western Pacific Naval Symposium
(WPNS). The Chinese military will continue to host multilateral events like the Xiangshan Forum, striving

to establish a new framework for security and cooperation conducive to peace, stability and prosperity in the
Asia-Pacific region.

Accordingly, any assessmeunt f Chinabds strategy and forces

developments focus on the USadsey strategic competitor, and do both in terms of the forces
the US can deploy and US ties to regional strategic partners.

Putting China in PerspectiveAmerica 6 s Devel opi |
Strategy in Asia

At t he s ame mddermzatipn efioits havecarselygone unnoticed by the U.S. and

other statesTheEx ecut i ve Summary of the DoDbés 2015 A
Military and Security Developments Involvirtigh e Peopl eds Réhp WISI i c of
Department of Defeng®oD)st at ed t hat @AChina views moderni z
Army (PLA) as essential to achieving great power status and what Chinese President Xi Jinping
calls the 6China Dreamd of national rejuvenat

TheU.S.reports u mmar i z ed Cmoderrzation amfollowdt ar y

Chinads military modernization has the potenti al t
Chi na 6 s -disdlo$ed militaalyl budget grew at an average of 9.5 percent per year in infldjisted

terms from 205 through 2014, and China will probably sustain defense spending growth at comparable

levels for the foreseeable future. Moreover, China is investing in capabilities designed to defeat adversary
power projection and counter thigdrtyd including U.Sd interventbon during a crisis or conflict.

During 2014, the PLA continued to improve its capabilities for theater contingencies, including: cruise
missiles; short and mediurrrange ballistic missiles; high performance aircraft; integrated air defense;
information operations; and amphibious and airborne assault. The PLA is developing and testing new
intermediateand mediurrange conventional ballistic missiles, as well as long range;dttadk, and arti

ship cruise missiles t hlkyattenepiing ® puth abJversanydoiesclumipge r at i o n «
the United Statés farther from potential regional conflicts.

China is also focusing on courtgpace, offensive cyber operations, and electronic warfare capabilities meant
to deny adversaries the advantages of modern, informationized warfare. In 2014, China also started
reclaiming land and building infrastructureitst outposts in the Spratly Islands. China will be able to use
them as persistent ciwhilitary bases of operation to enhance its presence significardigpated areas.

TheU. S. Shift to AR&®A!l ancingo to

There was nothing new about sudtatements, however, or the fact that U.S. saw both
opportunities and risks in its military relations with China. TU&had beguntoreact®hi na 6 s
growing strength more than decade earlier. It hadalsounced majorshift in its strategyhat

called for the tarebalaneits forces to Asia in a document calf®dstaining US Global Leadership:
Priorities for 27 Century Defensthat the Department of Defenissued on January 5, 2012.
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This document and all of theJS official strategy documentkat have followed thedocument

never referred to a Apivoto to Asia and gave
did, howeveraddr ess Chi napasakeyfadtdt amiynd ut hids nr ebal ar
forces®

U.S. economi@nd security interests are inextricably linked to developments in the arc extending from the
Western Pacific and East Asia into the Indian Ocean region and South Asia, creating a mix of evolving
challenges and opportunities. Accordingly, while the U.Sitary will continue to contribute to security
globally, we will of necessity rebalandeward the AsigPacific region Our relationships with Asian allies

and key partners are critical to the future stability and growth of the region. We will emphasizéstog
alliances, which provide a vital foundation for A$tacific security. We will also expand our networks of
cooperation with emerging partners throughout the -Rsieific to ensure collective capability and capacity

for securing common interestBhe United States is also investing in a ldagn strategic partnership with

India to support its ability to serve as a regional economic anchor and provider of security in the broader
Indian Ocean region. Furthermore, we will maintain peace on the Ké&eainsula by effectively working

with allies and other regional states to deter and defend against provocation from North Korea, which is
actively pursuing a nuclear weapons program.

The maintenance of peace, stability, the free flow of commerce, ah&oinfluence in this dynamic region

wi || depend in part on an underlying balance of mil
emergence as a regional power will have the potential to affect the U.S. economy and our securitytyn a varie

of ways. Our two countries have a strong stake in peace and stability in East Asia and an interest in building

a cooperative bilateral relationship. However, the
greater clarity of its strategictentions in order to avoid causing friction in the region. The United States

will continue to make the necessary investments to ensure that we maintain regional access and the ability to
operate freely in keeping with our treaty obligations and with iateynal law. Working closely with our

network of allies and partners, we will continue to promote a-hésgd international order that ensures
underlying stabilityand encourages the peaceful rise of new powers, economic dynamism, and constructive
defeng cooperation.

Secretary of Defense Panetta Summary of U.S. Views of China at the
Shangri-La Dialogue in 2012

Then US Secretary of Defense Leon Panetigdated the U.S. view o€hinese military
developmenté more detail in a speech to tBhangriLa Sesurity Dialoguein Singaporen June

2, 2012 He did not, however, announce increases in US forces. He instead acknowledged the
growing constraints on US military resources, and focused on the need for US and Chinese
cooperation and dialogue:

The purposef this trip, and of my remarks today, is to explain a new defense strategy that the United States
has put in place and why the United States will play a deeper and more enduring partnership role in advancing
the security and prosperity of the Afacificregion, and how the United States military supports that goal

by rebalancing towards this region.

€ Americabs fate is inexorably |inked with this reg
military presence and partnership in this regioa defense posture that, along with our trading relations,

along with our diplomatic ties, along with our foreign assistance, helped usher in an unprecedented era of
security and prosperity in the latter half of the 20th century.

In this century, the Pst century, the United States recognizes that our prosperity and our security depend

even moreonthe AsBaci fic region. After all, this region is
economies: China, India, and Indonesia to mention a feweMdame time,Asi®aci fi ¢ contai ns ¢t}
| argest populations, and the worldodés | argest milita

the 1ISS, to surpass that of Europe this year, and there is no doubt that it will continaee&sé in the
future.
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Given these trends, President Obama has stated the United States will play a larger role in this region over
the decades to come. This effort will draw on the strengths of the entire United States government. We take
on this role nots a distant power, but as part of the Pacific family of nations. Our goal is to work closely
with all of the nations of this region to confront common challenges and to promote peace, prosperity, and
security for all nations in the Asiacific region.

€ As we take existing alliances and partnerships in new directions, this rebalancing effort also places a
premium on enhancing partnerships with Indonesia, Malaysia, India, and Vietham, and New Zealand. In the
coming days | will travel to Vietnam to advantdlateral defense cooperation, building off of the
comprehensive memorandum of understanding that our two nations signed last year. From Vietnam, | will
travel to India to affirm our interest in building a strong security relationship with a countryevéeiill

play a decisive role in shaping the security and prosperity of the 21st century.

As the United States strengthens these regional partnerships, we will also seek to strengthen a very important
relationship with China. We believe China is a key ¢inf able to develop a peaceful, prosperous, and
secure AsigPacific in the 21st century. And | am looking forward to traveling there soon at the invitation of

the Chinese government. Both of our nations recognize that the relatiengtigorelationshigpetween the

United States and China is one of the most important in the world. We in the United States agedlear

about the challenges, make no mistake about it, but we also seek to grasp the opportunities that can come
from closer cooperation and ser relationship.

| 6m personally committed to buil di-to-mil relatidnghipWwithhy , st a
China. | had the opportunity to host Vice President Xi and later Defense Minister General Liang at the
Pentagon in the effotb pursue that goal. Our aim is to continue to improve the strategic trust that we must

have between our two countries, and to discuss common approaches to dealing with shared security
challenges.

We are working with China to execute a robust militrynilitary engagement plan for the rest of this year,

and we will seek to deepen our partnership in humanitarian assistance, -cisugteand counter
proliferation efforts. We have also agreed on the need to address responsible behavior in cyberspace and in
outer space. We must establish and reinforce agreed principles of responsible behavior in these key domains.

| know that many in the region and across the world are closely watching the UnitedC3iates
relationship. Some view the increased emphastadnited States on the Adracific region as some kind

of challenge to China. | reject that view entirely. Our effort to renew and intensify our involvement in Asia
is fully compatible-- fully compatible-- with the development and growth of China.éed, increased U.S.
involvement in this region will benefit China as it advances our shared security and prosperity for the future.

In this context, we strongly support the efforts that both China and Taiwan, both have made in recent years
trying to impro\e crossstrait relations. We have an enduring interest in peace and stability across the Taiwan
Strait. The United States remains firm in the adherence to hima policy based on the Three
Communiqués and the Taiwan Relations Act. China also hascalaritle to play in advancing security and
prosperity by respecting the rulbased order that has served the region for six decades. The United States
welcomes the rise of a strong and prosperous and successful China that plays a greater rolefiiaighobal a

Another positive step towards furthering this rdeaa s ed or der is Asiads deepen
architecture, which the United States strongly supports. Last October, | had the opportunity to be the first

U.S. secretary of defense to meeivately with all ASEAN defense ministers in Bali. We applaud the

ASEAN Defense Ministers Meeting Plus for producing real action plans for multilateral military cooperation,

and | strongly support the ASEAN decision to hold more frequent ARRIM discussios at the ministerial

level. We think this is an important step for stability, real coordination, communication, and support between

these nations.

The United States believes it is critical for regional institutions to develop mutually agreed rulesafithe

that protect the rights of all nations to free and open access to the seas. We support the efforts of the ASEAN
countries and China to develop a binding code of conduct that would create-basgesframework for
regulating the conduct of parties the South China Sea, including the prevention and management of
disputes.
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On that note, we are obviously paying close attention to the situation in Scarborough Shoal in the South
China Sea. The U.S. position is clear and consistent: we call for resmdifior diplomatic resolution; we

oppose provocation; we oppose coercion; and we oppose the use of force. We do not take sides when it comes
to competing territorial claims, but we do want this dispute resolved peacefully and in a manner consistent
with international law.

We have made our views known and very clear to our close treaty ally, the Philippines, and we have made
those views clear to China and to other countries in the region. As a Pacific power, the United States has a
national interest in fredm of navigation, in unimpeded economic development and commerce, and in a
respect for the rule of law. Our alliances, our partnerships, and our enduring presence in this region all serve
to support these important goals.

Secretary of De fary at Sfrmnghitlaa @ialbgbesn 2818 mm

His replacement, Secretary Chuck Hagel, gave a similar speech at the May 31, 2013L$hangri
Forum?

€ [T]he world is undergoing a time of hi storic tr
change.The 2% century will be defined by the rise of new powers; the rapid spread of information, goods,

and technologies; innovation and economic integration; new security coalitions that take on shared
challenges; issues of trade, energy and the environment; and grgadetunities for people of all nations to

have a voice in shaping their future.

With this incredible promise come complications and challenfjessia, we see a range of persistent and
emerging threats, including:

T North Kor eads nmissile pragramsyand its oontsuec progdocations;
Ongoing land and maritime disputes and conflicts over natural resources;
The continued threat of natural disaster, the curse of poverty and the threat of pandemic disease;

1
1
1 Environmental degradation;

T licit trafficking in people, weapons, drugs, and other dangerous matériasluding the
proliferation of weapons of mass destruction;

1 And the growing threat of disruptive activities in space and cyberspace.

€ Building a positive and constructive relationship t h Chi na i s al so an essenti al
to Asia. The United States welcomes and supports a prosperous and successful China that contributes to
regional and global problem solvind@.o this end, the United States has consistently stggar role for

China in regional and global economic and security institutions, such as theX&28ncourage our allies

and partners to do the same.

The United States strongly supports the efforts made by the PRC and Taiwan in recent years to improve
crossStrait relations.We have an enduring interest in peace and stability in the Taiwan SthatUnited

States remains firm in its adherence to aGh@a policy based on the three joint UGhina communiques

and the Taiwan Relations Act.

While the US. and China will have our differencesn human rights, Syria, and regional security issues in
Asiai the key is for these differences to be addressed on the basis of a continuous and respectfulitlialogue.
also requires building trust and reducing tisk of miscalculation, particularly between our militaries.

President Obama and President Xi, who will soon meet for a summit in California, have both been clear that
they seek a stronger militatg-military relationship. | am pleased that the dialogietween our armed
forces is steadily improvingOver the course of the past year, positive developments include:

1 We hostedtheWi ce President Xi Jinping at the Pentago
Defense;

1 Secretary Panetta, General Dempaeg Admiral Locklear led delegations to China;
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The first ever Chinese observation of the-Pilippine Balikitan exercise;
The firstever joint countepiracy exercise in the Gulf of Aden;

The U.S. invitation for China to participate in RIMPAC, the Padifc | ar ge st mul til at
exercise;

1 An agreement to chost a Pacific Army Chiefs Conference with China for the first time;
1 Later this year, | look forward to welcoming the Minister of Defense to the Pentagon.

While we are pleased to see this progrésis important for both the United States and China to provide

clarity and predictability about each otherds curre
Accordingly, China, the United States and all nations of the region have a responsibility to wtir&rttge

ensure a vibrant regional security architecture that solves problemse r i cadés bil at er al re
Al'liances wil/l continue to underpin the regionbs se

critical platforms and opptunities for countries to work together.

€ The United States has been committed to ensuring peace and stability on the Korean Peninsula for sixty
years. That means deterring North Korean aggression and protecting our allies, and achieving the complete
deruclearization of the Korean Peninsulahe United States will not stand by while North Korea seeks to
develop a nucleaairmed missile that can target the United States.

The United States has been clear that we will take all necessary steps to prdieateland and our allies

from dangerous provocations, including significantly bolstering our missile defense throughout the
Pacifict No country should conduct fibusiness as Wesual 0 wi
are working closely wit our ROK and Japanese allies to strengthen our posture and ability to respond to

threats from North KoreaThe prospects for a peaceful resolution also will require close U.S. coordination

with China.

Beyond the peninsula, the United States also remegrgerned over the potential for dangerous
miscalculations or crises posed by humerous competing territorial claims in the region.

The United States has been clear that we do not take a position on the question of sovereignty in these
cases.That does at mean, however, that we do not have an interest in how these disputes are addressed and
settled. The United States stands firmly against any coercive attempts to alter the statWgegamongly

believe that incidents and disputes should be settlachianner that maintains peace and security, adheres

to international law, and protects unimpeded lawful commerce, as well as freedom of navigation and
overflight.

In the South China Sea, the United States continues to call on all claimants to exenGisg essthey
publicly pledged in 2002, and to seek peaceful means to resolve these incideéhtd.regard, we support

the recent agreement between China and ASEAN to establish crisis hotlines to help manage maritime
incidents. The U.S. also welcomesSforts to start talks on a Code of Conduct for the South China\Sea.
encourage claimants to explore all peaceful means of settling their territorial disputes and the use of the
dispute adjudication resolution mechanisms provided by the Law of thed®eantion. Such efforts should

not hinder progress towards developing a binding Code of Conduct.

Even as we seek to uphold principles in vesftablished areas, we must also recognize the need for common
rules of the road in new domains.

The U.S. and &hations in the region have many areas of common interest and concern in cyberspace, where
the threats to our economic security, businesses and industrial base are incteasisgonse, the United

States is increasing investment in cyber securityvemdre deepening cyber cooperation with Allies in the
region and across the globdext week | will attend a meeting of NATO Defense Ministers devoted to cyber
issues.

We are also cleagyed about the challenges in cyb@&he United States has expressed concerns about

the growing threat of cyber intrusions, some of which appear to be tied to the Chinese government and
military. As t he worl dés two | argest economies, the U.S.
concern, and the establishmief a cyber working group is a positive step in fostering{Cl8na dialogue
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on cyber. We are determined to work more vigorously with China and other partners to establish
international norms of responsible behavior in cyberspace.

The United States arits AsianPacific allies and partners are far more likely to be able to live peacefully
and prosperously in a world where we are bound together by strong economic ties, mutual security interests
and respect for rules, norms, and the institutions thatrpimdtiem.

The 2014U.S. Quadrennial Defense Review

The U.S. did place more emphasiQuademial®©bfénsea 6 s m
Reviewit issued in March 2014

Powerful global forces are emerging. Shifting centers of gravity are eenpgasmaller countries and non

state actors on the international stage. Global connections are multiplying and deepening, resulting in greater
interaction between states, nstate entities, and private citizens. In a fundamentally globalized world,
econanic growth in Asia; aging populations in the United States, Europe, China, and Japan; continued
instability in the Middle East and Africa; and many other trends interact dynamically. The operating
environment is increasingly enabled by technology, whidviges the types of capabilities once largely
limited to major powers to a broad range of actors. The rapidly accelerating spread of information is
challenging the ability of some governments to control their populations and maintain civil order, while at
the same time changing how wars are fought and aiding giaupobilizing and organizing.

Regional and global trends in the security environment, coupled with increasing fiscal austerity, will make it
imperative that the United States adapt more quidkintit has in the past and pursue more innovative
approaches and partnerships in order to sustain its global leadership role.

é Rebal ancing and sustaining our presence and postL
interests. In striving to adwe our three strategic objectives, the Department will also continue to rebalance

and sustain our global posture. We will continue our contributions to the U.S. rebalance to tRaoi#ia

region, seeking to preserve peace and stability in a regidristhacreasingly central to U.S. political,
economi c, and security i nt e-raegs missiles &d WK prograrish Nor t h
particularly its pursuit of nuclear weapditbe United States is committed to maintaining peace and security

on the Korean Peninsula. As part of our broader efforts for stability in thePesidic region, the United

States will maintaira robust footprint in Northeast Asia while enhancing our presence in Oceania and
Southeast Asia. As we end combat operations fgh@nistan, we are prepared to transition to a limited

mission focused on counterterrorism and training, advising, aistiag Afghan security forces.

€éThe United States has been a Pacific powewmndf or mor
security ties to the region. Particularly in the past six decades, the United States has helped ensure peace and
prosperity in the Asidacific region through our commitment to free and open commerce, promotion of a

just international order, and mainsnce of open access to shared domains. U.S. economic, security, and
peopleto-people ties with theegion are strong and growing.

€ T he -Raificaregion is increasingly central to global commerce, politics, and security. Defense
spending in this regionontinues to rise. As nations in the region continue to develop their military and

security capabilities, there is greater risk that tensions overdtamgling sovereignty disputes or claims to

natural resources will spur disruptive competition or emiot conflict, reversing the trends of rising regional

peace, stability, and prosperity. I n particul ar, t
modernization continues, combined with a relative lack of transparency and openness fradnsChihae a d e r s
regarding both military capabilities and intentions.

A multilateral security architecture composed of groups such as the Association of South East Asian
Nations (ASEAN) and regional actors collaborating on issues ranging from humanitarstanassito
maritime security to counterterrorisimis emerging to help manage tensions and prevent conflict. Traditional
anchors of regional security such as Australia, Japan, and the Republic of Korea (ROK), and growing powers
such as India and Indonesgag taking on additional leadership roles to foster increased comatianiand

shared understanding.

As many AsiaPacific countries seek to achieve greater prosperity, establish regional norms, and strive for a
stable military balance, North Korearemaink o s ed and aut hor i fraagemigsiieandNor t h K



Chinese Strategy and Military Modernization: A Comparative Analysi®ctober 52015 16

weapons of mass destruction (WMD) progrdnparticularly its pursuit of nuclear weapons in contravention
of its international obligatioris constitutes a significant threat to peace and Iiabh the Korean Peninsula
and in Northeast Asia and is a growing, direct threat to the United States.

€ In striving to achieve our three strategic objec:
sustain our global posture. We will contéour contributions to the U.S. rebalance to the-Rsieific region,

seeking to preserve peace and stability in a region that is increasingly central to U.S. political, economic, and
security interests. -famemnsilesandWMpiNgrams particUlarty kspuissit | on g

of nuclear weapon$ the United States is committed to maintaining peace and security on the Korean
Peninsula. As part of our broader efforts for stability in the #Rsaific region, the United States will

maintain a obust footprint in Northeast Asia while enhancing our presence in Oceania and Southeast Asia.

As we end combat operations in Afghanistan, we are prepared to transition to a limited mission focused on
counterterrorism and training, advising, and assistifghan security forces.

éu. S. interests remain inextricabl yPaclfid regior.drlhet o t he
Department is committed to implementing the Preside
this critical region. Our eduring commitment to peace and security in the /Aaaific region requires a

sustained ability to deter aggression, operate effectively across all domains, and respond decisively to
emerging crises and contingencies. In support of these goals, we aneieglzand modernizing our defense
relationships, posture, amdpabilities across the region.

The centerpiece of the Department of Defense commi:'t
Pacific region continues to be our efforts to modernize earithnce our security alliances with Australia,

Japan, the ROK, the Philippines, and Thailand. We are taking steps with each of our allies to update our
combined capacity and to develop forwdwdking roles and missions to address emerging regional
challenges most effectively. We are also deepening our defense relationships with key partners in the region,

such as Singapore, Malaysia, Vietnam, and many others. Through both our alliances and partnerships, we are
focused on enhanci rogddess growng redionatchalehges ia gremsuch &s missile
defense, cyber security, space resilience, mariieoairity, and disaster relief.

With China, the Department of Defense is building
Liberation Army designed to improve our ability to cooperate in concrete, practical areas such as counter

piracy, peacekeeping, and humanitarian assistance and disaster relief. At the same time, we will manage the
competitive aspects of the relationship in wadkat improve regional peace and stability consistent with
international norms and principles.

Underpinning al/l of t he De-paifictragiennig dursconenitngent goekeye nt s i
principles and values that are essential to regional eatsecurity. We are working to support and expand

the flourishing network of multilateral organizations and engagements that are taking root in the region. We

are focused on promoting responsible behaviors and establishing mechanisms that will prevent
miscalculation and disruptive regional competition and avoid escalatory acts that could lead to conflict. This
includes supporting trilateral engagements and exer
the region through participation in irstiions such as the ASEAN Defense Ministe 6 MPlest i n g

As we end combat operations in Afghanistan, we are prepared to transition to a limited mission focused on
counterterrorism and training, advising, and assisting Afghan security forces. We viflLecgfforts to help

stabilize Central and Southwest Asia and deepen our engagement in the Indian Ocean region to bolster our
rebalance to Asia. The stability of Pakistan and peace in South Asia remain critical to this effort. The United
States supportséthi ads ri se as an increasingly capable actor
partnership, including through the Defense Trade and Technology Initiative.

Secretary AsitonCar t er 6 s M&R@l&c h i n

Growing tensions over air defense zortes, East China Sea, and South China Sea helped lead
Secretary Ha g etdn&artergowplaae ensere somegwhatAesnphasiscompetition

with China when he spoke at the 2015 ShaxgriDialogue.Secretary Carter did a | | for A
regional securityalci t ect ur e wh e ara foeaogeratyovitheChimai Yetehsalsoo
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focused on U.S. strategic partnerships and regional security arrangemesits andwas very
specific about Chirta actions in the South China Sta:

Yet, one country has gonauch further and much faster thananyothArnd t hat 6 s Chi na.

China has reclaimed over 2,000 acres, more than all
history of the regionAnd China did so in only the last 18 monthsis unclear hownuch farther China will

go. That is why this stretch of water has become the source of tension in the region apadeonews

around the world.

The United States is deeply concerned about the pace and scope of land reclamation in the South China Sea,
the prospect of further militarization, as wel |l as
miscalculation or conflict among claimant statés a Pacific nation, a trading nation, and a member of the
international community, the Unitestates has every right to be involved and concerBed these are not

just American concerndNations across the region and the world, many of you here in the room today, have

al so voiced the same concer ns amdonstracting these magseves t i on s
outposts.

So let me make clear the position of the United States:

First, we want a peaceful resolution of all disput&s. that end, there should be an immediate and lasting
halt to land reclamation by all claimantd/e alscoppose any further militarization of disputed featundge

all know there is no military solution to the South China Sea dispuight now, at this critical juncture,

is the time for renewed diplomacy, focused on a finding a lasting solution thatfsrttie rights and the
interests of all.As it is central to the regional security architecture, ASEAN must be a part of this effort: the
United States encourages ASEAN and China to conclude a Code of Conduct thi&neamerica will
support the righof claimants to pursue international legal arbitration and other peaceful means to resolve
these disputes, just as we will oppose coercive tactics.

Second, the United States will continue to protect freedom of navigation and ovérfirgintiples thahave
ensured security and prosperity in this region for decadibsre should be no mistake: the United States
will fly, sail, and operate wherever international law allows, as U.S. forces do all over the #worédica,
alongside its allies and partsen the regional architecture, will not be deterred from exercising these rights
1 the rights of all nationsAfter all, turning an underwater rock into an airfield simply does not afford the
rights of sovereignty or permit restrictions on internati@abr maritime transit.

Finally, with its actions in the South China Sea, China is out of step with both the international rules and
norms that underscore the Adflaa c i fi cds security architecture, and
diplomacy and opp@&s coercion.These actions are spurring nations to respond together in new ways: in
settings as varied as the East Asia Summit to tieduntries are speaking up for the importance of stability

in the South China Sedndonesia and the Philippines gnatting aside maritime disputes and resolving their

claims peacefully. And in venues like ADMMPIlus and East Asia Maritime Forum [sic: Expanded ASEAN

Maritime Forum], nations are seeking new protocols and procedures to build maritime cooperation.

The United States will always stand with its allies and partners. s i mportant for the r
t hat Ameri ca i s gonna remai n engagedécontinue to
principleséand hel p prtleAsiaPacificsfa densadeéstogoma.nd st abi |l ity

The South China Sea is just one issue we will face as thePasific continues to rise and prospédihere

will surely be othersWe cannot predict what challenges the future holds, but we do know how we can work

to ensure the peace and prosperityéthe region, and t
that to happen, we must do so togethéfat the region needs instead, is an architecture where everyone

rises and everybody wins.

The 2015 AsiaPacific Maritime Security Strategy

U.S. strategy continues to evolve, althoiigks Chapter Sixteen explores in deptlthe U.S. has

still not shaped clear plans to actually implement t its concept of rebalancing its forces and strategic
partnerships in 8ia. The U.S. issued a new version of its A$tacific Maritime Security Strategy
reiterates the U.S. commitment to maintaining regional stability. The document emphasizes greater
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U.S. cooperation with regional allies and security institutions. A pé#atiqoortion directed
towards Chi na r estTkheRepartrhehtavill tdntiSue to fiyoshil; and/opdratea t i
wherever international law allows.

't outlines four major prfforities for U.S. fo

First, we are strengthening omnilitary capacity to ensure the United States can successfully deter conflict
and coercion and respond decisively when needed. The Department is investing in newedgting
capabilities, deploying our finest maritime capabilities forward, and distriputinse capabilities more

widely across the region. The effort also involves enhancing our force posture and persistent presence in the
region, which will allow us to maintain a higher pace of training, transits, and operations. The United States
will continue to fly, sail, and operate in accordance with international law, as U.S. forces do all around the
world. The Department will continue to fly, sail, and operate wherever international law allows.

Second, we are working together with our allies and pestfrom Northeast Asia to the Indian Ocean to

build their maritime capacity. We are building greater interoperability, updating our combined exercises,
developing more integrated operations, and cooperatively developing partner maritime domain awareness
and maritime security capabilities, which will ensure a strong collective capacity to employ our maritime
capabilities most effectively.

Third, we are leveraging military diplomacy to build greater transparency, reduce the risk of miscalculation
or conflict and promote shared maritime rules of the road. This includes our bilateral efforts with China as
well as multilateral initiatives to develop stronger regional crisis management mechanisms. Beyond our
engagements with regional counterparts, we also agntio encourage countries to develop confidence
building measures with each other and to pursue diplomatic efforts to resolve disputed claims.

Finally, we are working to strengthen regional security institutions and encourage the development of an
open anceffective regional security architecture. Many of the most prevalent maritime challenges we face
require a coordinated multilateral response. As such, the Department is enhancing our engagement in
ASEAN-based institutions such as the ASEAN Defense Mirgsideeting Plus (ADMMPIlus), ASEAN
Regional Forum (ARF), and the Expanded ASEAN Maritime Forum (EAMF), as well as through wider
forums like the Western Pacific Naval Symposium (WPNS) and Indian Ocean Naval Symposium (IONS),
which provide platforms for caidiand transparent discussion of maritime concerns.

The report showed that DoD is also looking to increase mittaryilitary cooperation and
transparency with China in the hopes of avoi di
relations. U.Sofficials also want China to cooperate in order to improve regional seturity:

Chinads rise as a political, economic, and militar)
we have a broad, complex relationship that has both elemeot®pération and competition. As a result,

our defense engagement strategy considers both elements. The Department pursues an-loégectives
military-to-military relationship with China that seeks to deepen cooperation in areas of mutual interest and

to manage security competition and friction in a way that supports overall stability. To reach these objectives,

DoD pursues a defense relationship with China based on three pillars and related efforts.

First, DoD pursues sustained and substantive dialogue through policy and senior leader engagement to
develop common views on the international security environment and related challenges. Second, we are
attempting to build concrete, practical areas to develop thecits to cooperate in areas of shared interest.
Lastly, DoD is enhancing risk reduction measures through focused activities that seek to improve operational
safety and to develop and institutionalize modalities (such as the Defense Telephone Link) tedtica

the potential for accidents or miscalculations that could derail the overall bilateral relationship.

U.S. officials never directly accuse China of reckless behavior, instead focusing on ways to
advance mutual seifhterests and avoid confrontation
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The Chinese Response

China too has updated its view of the strategic choices between cooperation and compaition.
Deputy Chief of the PLA General Staff Department, Admiral Sun Jianguo, respeageahuch
in kind in his speech at treameShangriLa Dialogue:!?

Let me take this opportunity to illustrate Chinads
peace and security.

I. China adheres to the path of peaceful development and is committed to promoting regional and
international pr osperity and stability.

We have but one planet and countries share one world. Committed to peaceful development, China upholds
a national defence policy that is defensive in nature. A more developed and stronger China will bring
important opportunitiesommon prosperity and positive energy to countries around the world.

China advocates the building of a community of shared destiny, providing its strategy for peace and
development of mankind. Our world today is witnessinglépth development in multipalaation and
economic globalization, and constant progress is been made in IT application and cultural diversity. It has
become a salient feature of human progress that countries are increasingly interdependent and they fall and
rise together. As early as 2012, based on his profound insight into the future of human destiny, Chinese
President Xi Jinping put forward the idea of building a community of shared destiny for all mankind. At the
Boao Forum for Asian Annual Conference last March, President Xiduadvocated that countries need to
respect each other and treat each other as equals, sesloveimoperation and common development, pursue
common, comprehensive, cooperative and sustainable security, and uphold inclusiveness and mutual learning
between civilizations. This grand vision transcends national and ideological boundaries. It is a new vision
that will promote the world to enduring peace and
work with the rest of the world to build a bettemhe for mankind.

China is committed to promoting wimin cooperation and a new model of international relations that meets

the security and development needs of all countries. Confrontation must be replaced with cooperation and
zerosum game with mutual befits if the purposes and principles of the UN Charter are to be carried
forward. And this is also the way to achieve peaceful development. To keep up with the times, we cannot
live in the 21st century with outdated thinking from the age of colonial eipaor the zereum mentality

of the Cold War. Cooperation for wimin outcomes should be adopted as the fundamental goal in
interactions between countries. And it is necessary to seek common ground while shelving differences,
increase common interestsdandefuse disputes, and pursue peace, development and security through
cooperation. While seeking security and development for themselves, countries need to accommodate the
security of others and work for common development of all.

China advocates commomroprehensive, cooperative and sustainable security and the building of a path
towards security that is shared byandwin n t o al | . In todaybdés worl d, secu
and its implications go well beyond a single region or time franteadinkinds of factors are becoming
increasingly complex and intertwined. No country can enjoy the security of its own while leaving the rest
insecure. Nor can one seek absolute security of itself at the expense of the security of others. Countries should
resolve disputes and differences through peaceful dialogue and negotiation and accommodate the security
concerns of others while safeguarding their own. It is important to take into consideration both history and
reality concerning security issues and tadkaditional and nostraditional security issues in a coordinated

way. It is important to emphasize both development and security, encourage partnership instead of alliance,
and establish more inclusive and constructive partnership without setting amagiremies or targeting any

third party, so as to promote sustainable security through sustainable development.

China firmly believes in the approach of upholding justice while pursuing shared interests and values faith,
friendship, justice and principléa international affairs. Committed to upholding justice while pursuing
common interests, China has provided assistance to other countries to the best of its ability and shall always
be a reliable friend and sincere partner of other developing cou@hems strives to play a constructive role

in international affairs with an objective and impartial position, and will never depend on or subjugate itself
to any external forces. Believing in openness and inclusiveness, China respects the social systems and
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development paths chosen by the people for their own countries and stands for tolerance and mutual learning
among civilizations, with a view to jointly contributing to human progress.

Il. China actively fulfils its international responsibilities and obligations and plays a constructive role
in safeguarding regional and international security and stability.

As a permanent member of the UN Security Council and a responsible major country, China has actively
engaged in international security cooperation@agied a unique role in the effort to create a peaceful, stable,
prosperous neighbourhood and provided public services to address global problems and challenges.

First, fulfil international obligations as a major country and actively participate in tisgomssunder the UN

Framework. Since 1990, the Chinese military has sent over 30,000 officers and soldiers to participate in 24

UN peacekeeping missions. This year, for the first time, China sent an infantry battalion of 700 personnel

to South Sudan. China the largest force contributor among the permanent members of UNSC. Authorized

by the UNSC resolutions, China has sent 20 task groups of 59 naval vessels to the Gulf of Aden and the
waters off Somalia since 2008, providing protection to nearly 6,003 stfiwhich half are from foreign

countries. Answering to the call of the UNSC and OPCW, Chinese naval ships accomplished the task to
escort the ships delivering Syriabds chemical weapon

Second, promote humanitarian spirit and \adyi participate in disaster relief and emergency response
efforts. China shares the pain and difficulties of the affected countries and stands ready to provide personnel,
financial and material assistance to the best of its ability. In responding tgptheon disaster in the
Philippines, in searching for the missing passenger plane of Malaysian Airlines, in fighting the Ebola
epidemic, and in delivering emergency water supplies to Maldives, the Chinese military has provided swift
humanitarian assistancdot long ago, during its operation to evacuate Chinese citizens from Yemen, the
Chinese Navy helped evacuate 279 people from 15 countries, including Pakistan, Sri Lanka, Germany, Japan,
and Singapore. When a magnitude 8.1 earthquake hit Nepal, the Chiilgagy not only provided
emergency disaster relief supplies, but also sent rescue and medical teams. The PLA naval hospital ship, the
Peace Ark, carried out overseas medical services and participated in medical relief operations in 18 countries,
providing treatment and medicines to the people in need.

Third, address common security challenges and deepen practical security cooperation. China has actively
enhanced its bilateral and multilateral defence and security cooperation in a bid to work with ehéhees

world to deal with security threats and challenges. Up to now, the Chinese military has conducted over 100
joint military exercises and training activities with more than 50 countries. In April this year, the Chinese
and U.S. naval ships held tB®JES exercise in the South China Sea. In the middle of this month, the Chinese
and Russian navies carried out a joint exercise in the Mediterranean Sea aimed at protecting open sea
shipping. A few days ago, China sent personnel to take part in the 4thdisRs$ter relief exercise in
Malaysia. Over the years, China helped train tens of thousands of military personnel of various kinds for
more than 130 countries. China has also taken an active part in international humanitarian mine clearance
assistance by aining technical personnel from Afghanistan, Iraq and Sudan, donating mine clearance
equipment and providing assistance to relevant countries.

Fourth, enhance mutual understanding and trust and strengthen defence and security dialogue and exchanges.
Chinais actively advancing the steady development of the new model of miitanjlitary relationship

with the United States, enriching the security connotation of CRirssia comprehensive strategic and
cooperative partnership, building up a closer & AN Community of Shared Destiny, taking the

initiative to launch ChinitA SEAN Def ence Mini sterés infor mal meetin
consultation mechanisms with 27 countries and actively participating in multilateral defence exchanges
within the frameworks such as Shanghai Cooperation Organization, ASEAN Regional Forum and ASEAN
Defence Ministers6 Meeting Pl us.

Fifth, safeguard regional peace and stability and properly handle disputes over territorial sovereignty and
maritime rights and imrests. China commits to forge friendship and partnership with its neighbours and
foster amity, sincerity, mutual benefit and inclusiveness in its neighbourhood. So far, China has completed
the delimitation of land borders with 12 of its 14 neighbours, estdblished the maritime boundary with
Vietnam in the Beibu Gulf. China has signed treaties of good neighbourliness, friendship and cooperation
with eight of its neighbours and has started the negotiation on a similar treaty with ASEAN. When dealing
with maritime disputes with relevant neighbouring countries, China has always kept in mind the large picture
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of maritime security. In spite of the sufficient historical and legal evidence and its indisputable claims of
rights and interests, China has exercisedrmous restraint, making positive contributions to peace and
stability of the region and the world at large.

At present, the situation in the South China Sea is on the whole peaceful and stable, and there has never been
an issue with the freedom of naaigpn in the South China Sea. China has carried out construction on some
islands and reefs in the South China Sea mainly for the purpose of improving the functions of the relevant
islands and reefs and the working and living conditions of personnel sttioere. Apart from meeting the
necessary defence needs, it is more geared to bet
obligations regarding maritime search and rescue, disaster prevention and relief, maritime scientific research,
meteordogical observation, environmental protection, safety of navigation, and fishery production services.

China has built an oceanic survey station for the United Nations on the Yongshu Jiao and started the
construction of two multifunctional lighthouses ¢ tHuayang Jiao and Chigua Jiao, and these construction
projects are for the purpose of providing international public services. As a major country, the scale and pace
of its construction is in line with the international responsibilities and obligatibma@ssumes in the South

China Sea.

I want to reaffirm that these construction project:
legitimate, justified and reasonable. They do not target any other countries or affect the freedom of

navigd i on. There are no changes in Chinads c¢cl aims in
on peaceful resolution of the relevant disputes thr
will to safeguard the freedom and safety of gagit i on in t he South China Sea,

goal to uphold peace and stability in the South China Sea. We hope relevant countries will work together in
the same direction to build the South China Sea into a sea of peace, friendship andieoopera

I wish to explain to you that it only took China several decades to accomplish the progress developed
countries made in several hundred years, which China undoubtedly can be proud of. China has become the
worl dés second | ar gaggrdgatetermsnHoweyer, svith a total pdpulatidh of iover 1.3
billion, Chinabdbs per capita GDP ranks around the ¢
developing country in the worl d. Chiarecadyabowdxer , oi l
20% and 5% respectively of the world average, and its per capita farmland is less than half of the world
average. Each year, another 10 million workers need to find jobs in cities, and there are over 8.5 million
people with disabilitie in China.

According to World Bank standards, there are still over 200 million people living under the poverty line in
China. Whatodés mor e, China is under huge pressure w
and ecological protection. Thed#ficulties that China faces in its development are beyond the imagination

of other countries. In spite of such circumstances, China has actively fulfilled various international
obligations and done its utmost to help countries and peoples in neelisatehtonstrates the earnest effort

of the Chinese government and people to translate the vision for a community of shared destiny into reality.

lll. Vigorously enhance defence and security cooperation and make greater contribution to common
security of the region and the world. Peaceful development needs the joint efforts of all
countries. Defence departments and militaries of various countries should strengthen defence and security
cooperation and jointly safeguard regional and world security and stabiéite, | would like to share with

you the following ideas and proposals in this profession.

- Pursue enduring peace. History and reality have told us that wars, like devil and nightmare, bring disaster
and deep sufferings to mankind and must be resglpielvented. Peace, like air and sunshine, is hardly
noticed when people are benefiting from it, but no one can survive without it and utmost care must be given
to look after it.

The Chinese military will unswervingly defend the core national interesssyervingly promote defence

and security cooperation, unswervingly shoulder international responsibilities and fulfil international
obligations. We are ready to work with defence departments and militaries of all countries, stay committed
to taking historyas a mirror, and make joint efforts to safeguard the-wastinternational order with the

United Nations as the core and based on the purposes and principles of the UN Charter, jointly safeguard
world peace, so that people of all countries can share @egathappiness.
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- Uphold mutual trust and inclusiveness. Only when countries treat each other with mutual trust, honouring
of commitment, mutual understanding and inclusiveness, can they find more common ground, resolve
differences, and work together fitre common interests. We should take mutual respect as the prerequisite.
All countries, big or small, rich or poor, strong or weak, are equal members of the international community
and enjoy equal rights to participate in international affairs.

The affais of a country should be run by that country independently. We should uphold fairness and
objectiveness, and make assessment of things taking place on the international stage on the basis of their
merits or demerits, rather than following double standardsd ma ki ng i rresponsi bl e re
own subjective preferences or sowing discord. We should value inclusiveness as a principle. Since countries
have different histories, cultures and traditions, the defence departments in various countliehasheou

more understanding and trust, and less suspicion or misgivings, so as to really turn mutual trust into a bridge

and bond for realizing common security and building a community of shared destiny for mankind.

- Adhere to the effective approach ofldgue and consultation. It is not so terrible to have differences. What

is important is to find the measures and ways to resolve them. We should seek resolutions to disputes and
differences step by step through strengthening mutual understanding andsaensgiiding via peaceful
negotiations while preventing conflicts and confrontation. We should focus on common interests and strive
to expand common interests through strengthening cooperation.

We should continue to construct and use well the existingmabsecurity cooperation mechanisms, such

as the Shanghai Cooperation Organization, the Conference on Interaction and Coifidkticg Measures

in Asia, the ASEAN Regional Forum, and ASEAN Defence Ministers' Meeting Plus, so as to provide
guarantee foenduring peace in the region. At present, China and ASEAN countries are exploring the
establishment of crisis management measures such as bilateral defence telephone links. China and Japan have
restarted consultation over maritime and air liaison mesharCurrently, China is working with the U.S, to

further improve the Rules of Behaviour for Safety of Air and Maritime Encounters.

- Meet the inherent demand for sharing responsibilities. All countries, big or small, have the equal rights to
participate in regional security affairs and share the responsibilities to maintain world peace and regional
stability. Big countries should talm responsibilities for a big country and should not bully small countries.
Small countries need to meet responsibilities for a small country, provoke no incident and refrain from
hijacking regional security for selfish gains.

Developed countries posseasd control a larger part of global resources and should shoulder more
responsibilities in the joint endeavour to meet global challenges and major security threats. Developing
countries should strive to overcome difficulties and take progressive stgasit@lly improve their security
environment and play a role corresponding to their strength in promoting international security.

- Uphold the core concept of wimin cooperation. In the new historical era, force cannot build peace and

power cannot guaragg security. Only through wiwin cooperation can we do big and good things which

can | ast in the | ong run. China proposes the fABel't
the Asian Infrastructure Investment Bank, and all of thesebusiilg tangible benefits to countries in the

region. In October this year, China will hostthe CHn@ EAN Def ence Mini stersé6 Spec
6th Xiangshan Forum in Beijing. We are ready to discuss with other countries the way ahead for defence and
security cooperation. We hope that all countries in the world will, in the spirit ofmMvirand altwin

cooperation, strengthen communication and consultation, and make concerted efforts to safeguard peace and
stability.

Competition and Cooperation

Thechapters that follow provide a detailed picture of how China is modernizing and expanding its
regional military capabilities. At the same time, they also address areas where the U.S. and China
have common security interests, like: energy security, coemerism, checking violent Islamic
extremism, and maintaining stability in Central and South Asia.

Some degree of tensitmetween China and the UiS.inevitable as Chineontinues to emerges
a major new global power in a world where the U.S. has tez=preeminent powesince the
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collapse of the former Soviet UnioAnd, ifChi nadés mi |l i tary devel opmen
strategic reactignthe U.S. is scarcely alone in this regard. The following chapters show that
regional powers like JapaBouthKorea, the states of Southeast Asia, and Taiwan also see Chinese
military power as a possible thréaalbeit for a wide variety of different reasons.

Thereis, howevea br oader st r atgeowingomilitarg powver is the proGuction a 6 s
C h i nesed greater risas a global economic powerhis is a risghat has not only brought
immense benefits to Chinlayt alsocreated a new structure of global economic interdependence
Military competition or cooperation between China and the U.S. musedre fsom a grand
strategic perspective in a world where ggmnomics hasuperceded geopolitics aglaminant
strategic interest.

China, the U.S. and all of the Ariatates involved need to remember the grim lessons that

Europe should have learned before August 1914. There is no way that that any form of military
victory by either China or the U.San offset the strategic cost of a clasken if it does not

escalat to a major conflict. Any major crisis or confrontatiomuch less conflict thattriggers

an arms race betwe€hina and the U.S. is likely to be more costly than achieving some form of
compromise andtability. Any major conflictwuldc o st t m® fnwirende han the Vv
worth. In game theory terms, the only way to win is not to play, and competition must be

balanced by cooperation.

Cooperation, however, requires transparency and dialogue on all sides, as well as the ability to
look beyond themilitary and traditional geopolitical values that are the radfimcus of national
security strategy. The differences in each co
military development make this difficult. The U.S. is forced into & héyel of transparency by

its political system although not necessarily into a high level of predictability. As the following
chapters show, Chinadés political system often
China sometimes deliberatedypscurs the details of its strategy, force plans, and modernization

efforts.

Chinadés military buildup to some extent refle
Wars. Over the last two centurie§hina has had scarce reason to trust outsatesstnd few

nations have suffered as much as China did between the 1930 and 1949. Some Chinese strategists
and military analysts believe stdearkitstetnesgerme i | i t
as a major military power, quog Sun Tzuto defend this position.

The fact i s, however, that China has nosw emer
for China, the U.S., and other Asistates is to create a new and stable structure of regional military
relationshipsbased on mutual dizgue, transparency, understanding, and compromise. While
China and the U.S. ajesttwo of theactoss involved, they are by far the largest in military terms

and will set thetone for future cooperatiorhey both need to remember that their economic
coqperation is at least as important a grand strategic interest as any credible outcome of military
competition.

The U.S. and China also need to remember that there are many areas where they can benefit from
cooperation in military and national security a$a They share common strategic interests in
maintaining regionalstability, protecting globaltrade routes, andfighting extremism and
terrorism.The stability of thePersianGulfisc r i t i ¢ al bot h tywanthi Asibasb se
ability to provide aflow of critical exports to the U.S. They may compete to some extent in
supporting Pakistan and India, but they would benefit far more from a stable and developing South
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Asia. For all of the problems outlined in later chapterscering Northeast Asia, Tiaan, and the
South China Sea, cooperation offers far more mutual benefits than any form of competition that
leads to even local crises and confrontations.

At the same ti me, Chi na atmthey willehavéJto fhd walysatac e t wc
addras. The first is the i mpact of Russiabs act
Europe and NATO. The second is the growing instability in the Middle East and the Gulf.

Russian actions in the Ukraine since the spring of 2014 are foteeng$ to rethink its future

force posture in Europe and NATO, but no clear plans have yet been made public. Much still
depends on future Russian actions in Ukraine and the rest of Europe. At the same time, China must
rethink its position and decide how niuisacking it wants to give to North Korempower which
threatens regional security

The second set of challenges is the threat of Islamic extremism, exemplified by the rise of the
Islamic State in Iraq and Syria, on stability in the MENA region andfiésteon the security of
energy exportdJS withdrawal from Afghanistan and the hageendingany military involvement

in the Middle East now seem likely to be replaced with some form of lgstesgncén the Gulf,
involving low level combat by US forsein Iraq,due toa terrorist threat that ranges from the
Philippines to Morocco. The future of China and U.S. strategic cooperatompetition outside
Northeast Asia, the East China Sea, and South Chinegs @adassuavhereneitherpower ha yet

chosn a posture.

The key question for both the US and China is how all these widely differing pressures will affect

both their efforts at strategic competition and at cooperaliturch of the analysis that follows

shows that their focus now seems toiteeasingly on competitigreven if their rhetoric still
stress cooperation. China also still seems t«
it -- a sentiment expressed by Chinese Ministry of Defense Chang in a recent dialogue veith form
Secretary Hagef The U.S. in turn, sometimes seems to focus on worst casesitvgheuldbe

trying to create opportunities.

In September 2015, President Xi and President Obama announced an agreement to limit cyber
espionage between the U.S. and China, especially the theft of U.S. industrial'é&inatese

and U.S. officials worked on a fr amewespite f or ¢
the agreement, it remains to be seen what concrete actions will be taken by both sides. Xi continued
denying that the Chinese government was w@alin any cyber espionage of U.S. companies and
emphasized that China was also a victim.
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CHAPTER 2: ASSESSING CHI NAOS ARME
FORCES

The PLAhas engaged in a military modernization and force development program over the last

two decades that has produced the force structure summarifégumres 1.1- 1.4 As the

following chaptersvill show, however, thediguresonly tell a small partofte st ory and Cl
strategy, force structure, and modernization efforts continue to evolve.

Like the US and other powers, China has a wide range of strategic expertise, and no one voice or
document can be regarded as authoritative. At tHeNBE8ional @ngress of the Communist Party

of China in November 2012, Chinads | eaders st
strategic opportunity through 2020, and they publically focused on domestic development in the
context of a relatively peaceful amational order.

I n general, however, it seems that Chinads ne
power diplomacy than his predecessor, Hu Jintao, although China is concentrating on both civil
and military development® Xi Jinping quicky began establishing himself as a strong military

leader, going on higbrofile visits to Navy, Air Force, Army, an8econd Artilleryfacilities

during his first 100 days in office.

He al so |l aunched a campaign tbt eahdnwient Wwar s
large increases in defense spending and modernization programs. He took direct control of an
interagency body that has overseen the escalation over islands claimed by both Japan and China,

as well as the land reclamation in treugh China SefL i k e wi s €01bntilitary atratsgy

made it clear that it will continue building its military power to projmiverbeyond its periphery

and protect its economic and strategic interests abroad.

At the same time, this analysis hasaleey s hown t hat Chinaébés natio
provide insights into Chinads actions and st
of Chinese military development and modernizatamm d t he ext ent t o whi
strategy aatally shapes its actions and force development.

O = 5
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Figure 1. 1: Peopl eds Liberation Ar
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Figure 1.2: Selected PLA Army Equipment Holdings
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Figure 1.3: Selected PLA Navy Equipment Holdings

Support

Submarines

Patrol Surface
Combatants

Patrol and
Coast

Mine Warfare/
Countermeasures

Aircraft
Carrier

Amphibious

50

100

150

200

250

Amphibious

Aircraft
Carrier

Mine
Warfare/
Countermeas

Patrol and
Coastal

Patrol Surface
Combatants

Submarines

Support

Combatants
223

ures
107

|lChina 241 1 72 70 211

Source: IISSMilitary Balance 2015p. 239241, adaptedy Anthony H. Cordesman and Steve Colley at the Center
for Strategic and International Studies.

Figure 1.4: Selected PLA Air Force Equipment Holdings
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Chinads Defense White Papers

Chinabds defense white papers are issued bi

of t he RebbcpflChiMasThré&eecentwhitepaper€hi nads Nati onal

enn
Def

andThe Diversified Empl oyi@élBtanddhi €chdoseabsl At mme d

(2015)-provi de a detail ed pi ctthoerlogic and duetshbehma its s

military modernization program and Chinads

pub
st

It should be stressed that these papers are meant to be viewed as a series, so the older versions of

the white paper still provide valuable background as well as dwetent evolution of Chinese
thinking and effort’

The 2010 White Paper

The 2010White Paper sets the stage in describing the official Chinese view of its modern strategic
environment. The 201W/hite Paper emphasized both the search for stabilityGihdi nadés need
respond to a steadily more unstable global political and economic environment, as well as to

growing military competition'®

The international situation is currently undergoing profound and complex changes. The progress toward

economic glohlization and a muHpolar world is irreversible, as is the advance toward informationization

of society. The current trend toward peace, development and cooperation is irresistible. But, international

strategic competition and contradictions are intgigjf, global challenges are becoming more prominent,
and security threats are becoming increasingly integrated, complex and volatile.

On the whole, the world remains peaceful and stable. The international community has reaped the first fruits
in joint efforts to respond to the global financial crisis. All countries have stepped up to adjust their strategies
and models for economic development, and no effort has been spared in attempting to foster new economic

growth points. Scientific and technological imations are breeding new breakthroughs. And economic

globalization has achieved further progress. The international balance of power is changing, most notably

through the economic strength and growing international status and influence of emerging pawers a

developing countries. Prospects for world mphiarization are becoming clearer. The prevailing trend is
towards reform in international systems.

Steady progress is being made in the establishment of mechanisms for management of the global economy
ard finance. G20 is playing a more outstanding role. The international spotlight has turned to the reform of
the UN and other international political and security systems. Profound realignments have taken place in

international relations; economic interdegence among various countries has been enhanced; shared

challenges have been increasing; and communication, coordination and cooperation have become
mainstream in relationships among the world's major powers. As factors conducive to maintaining peace and

containing conflict continue to grow, mankind can look forward to a future that on the whole is bright.

The international security situation has become more complex. International strategic competition centering

on international order, comprehensive natlostaength and geopolitics has intensified. Contradictions

continue to surface between developed and developing countries and between traditional and emerging

powers, while local conflicts and regional flashpoints are a recurrent theme. In a number taégoun

outbreaks of unrest are frequently triggered off by political, economic, ethnic, or religious disputes. In
general, world peace remains elusive. Dsegted contradictions and structural problems behind the

international financial crisis have not dye resolved. World economic recovery remains fragile and

imbalanced. Security threats posed by such global challenges as terrorism, economic insecurity, climate

change, nuclear proliferation, insecurity of information, natural disasters, public healtrreynand
transnational crime are on the rise. Traditional security concerns blend wittaddional ones and domestic

concerns interact with international security ones, making it hard for traditional security approaches and

mechanisms to respond effieely to the various security issues and challenges in the world.

International military competition remains fierce. Major powers are stepping up the realignment of their

security and military strategies, accelerating military reform, and vigorously afgngl new and more
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sophisticated military technologies. Some powers have worked out strategies for outer space, cyber space
and the Polar Regions, developed means for prompt global strikes, accelerated development of missile
defense systems, enhanced cydg@rations capabilities to occupy new strategic commanding heights. Some
developing countries maintain the push towards strengthening their armed forces, and press on with military
modernization. Progress has been made in international arms contraleventpn of the proliferation of
weapons of mass destruction remains complex, there is still much to do to maintain and strengthen the
international nofproliferation mechanism.

The 2013 White Paper

China released another defense white paper on AprieQB3. It was entitled’he Diversified
Empl oyment of Chanddiféred frénritemeatlecéssors i several key ways.

One way was that the paper revealed the structure of each military brantdrms of numbers

of troops and officers as wels the organization of each branch. Moreover, the Air Force, Navy,
and domestic R&D investment were all emphasized in terms of capabilities and operational reach
expansionsMany details areexamired in many of the following chapters of this report.

Another was that the 2013 paper discussed China
arena, again emphasigt he PRCO6s commit ment®to peaceful de

In today's world, peace and development are facing new opportunities and chaltésgelsistoric mission
entrusted by the era to people of all nations to firmly grasp the opportunities, jointly meet the challenges,
cooperatively maintain security and collectively achieve development.

It is China's unshakable national commitment arategic choice to take the road of peaceful development.
China unswervingly pursues an independent foreign policy of peace and a national defense policy that is
defensive in nature. China opposes any form of hegemonism or power politics, and doesfew intdre

internal affairs of other countries. China will never seek hegemony or behave in a hegemonic manner, nor
will it engage in military expansion. China advocates a new security concept featuring mutual trust, mutual
benefit, equality and coordinan, and pursues comprehensive security, common security and cooperative
security.

It is a strategic task of China's modernization drive as well as a strong guarantee for China's peaceful
development to build a strong national defense and powerful armeskfavhich are commensurate with
China's international standing and meet the needs of its security and development interests. China's armed
forces act to meet the new requirements of China's national development and security strategies, follow the
theoretcal guidance of the Scientific Outlook on Development, speed up the transformation of the generating
mode of combat effectiveness, build a system of modern military forces with Chinese characteristics, enhance
military strategic guidance and diversify thays of employing armed forces as the times require. China's
armed forces provide a security guarantee and strategic support for national development, and make due
contributions to the maintenance of world peace and regional stability.

The PLAOGse 2@d@Berwhaltso underscored Chinads adh:
policies:?°

I Safeguarding national sovereignty, security and territorial integrity, and supporting the country's
peaceful development.

1 Aiming to win local wars under the condition§informationization and expanding and intensifying
military preparedness.

1 Formulating the concept of comprehensive security and effectively conducting military operations other
than war (MOOTW).

Deepening security cooperation and fulfilling internaticotaligations.

Acting in accordance with laws, policies and disciplines.
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The 2015 White Paper

China released its latest defense white papéri na 6 s Mi |, in May 2OL5. IBprovidet e g y
a broad view of Chi nads st rlaato ergvious dajeosa Wwisite Wh
papers, it did mention various key observations of its militasyilitary relationships with the

ma j
The

or players of the region and outlined an
2015 paper e x piflaenca andits Sirategic at@resis gvell assonme of

the Chinese priorities that have caused concern on the part of the U.S. and various powers in the
Asia-Pacific region?!

Preface

The world today is undergoing unprecedented changes, and China isrisital stage of reform and
development. In their endeavor to realize the Chinese Dream of great national rejuvenation, the Chinese
people aspire to join hands with the rest of the world to maintain peace, pursue development and share
prosperity.

Chinds destiny is vitally interrelated with that of the world as a whole. A prosperous and stable world would
provide China with opportunities, while China's peaceful development also offers an opportunity for the
whole world. China will unswervingly follow t path of peaceful development, pursue an independent
foreign policy of peace and a national defense policy that is defensive in nature, oppose hegemonism and
power politics in all forms, and will never seek hegemony or expansion. China's armed forcesaiitl a

staunch force in maintaining world peace.

Building a strong national defense and powerful armed forces is a strategic task of China's modernization
drive and a security guarantee for China's peaceful development. Subordinate to and servitigndie na
strategic goal, China's military strategy is an overarching guidance for blueprinting and directing the building
and employment of the country's armed forces. At this new historical starting point, China's armed forces
will adapt themselves to nevhanges in the national security environment, firmly follow the goal of the
Communist Party of China (CPC) to build a strong military for the new situation, implement the military
strategic guideline of active defense in the new situation, accelerate tleenization of national defense

and armed forces, resolutely safeguard China's sovereignty, security and development interests, and provide
a strong guarantee for achieving the national strategic goal of the "two centenaries" and for realizing the
ChineseDream of achieving the great rejuvenation of the Chinese nation.

I. National Security Situation

In today's world, the global trends toward mipltilarity and economic globalization are intensifying, and an
information society is rapidly coming into beirngountries are increasingly bound together in a community

of shared destiny. Peace, development, cooperation and mutual benefit have become an irresistible tide of
the times.

Profound changes are taking place in the international situation, as manifesiedistoric changes in the
balance of power, global governance structure, -Rsieific geostrategic landscape, and international
competition in the economic, scientific and technological, and military fields. The forces for world peace are
on the rise, @ are the factors against war. In the foreseeable future, a world war is unlikely, and the
international situation is expected to remain generally peaceful. There are, however, new threats from
hegemonism, power politics and Rerventionism. Internatimal competition for the redistribution of
power, rights and interests is tending to intensify. Terrorist activities are growing increasingly worrisome.
Hotspot issues, such as ethnic, religious, border and territorial disputes, are complex and vodditiseam

wars, conflicts and crises are recurrent in some regions. Therefore, the world still faces both immediate and
potential threats of local wars.

With a generally favorable external environment, China will remain in an important period of strategic
opportunities for its development, a period in which much can be achieved. China's comprehensive national
strength, core competitiveness and4rigkistance capacity are notably increasing, and China enjoys growing
international standing and influence. Destically, the Chinese people's standard of living has remarkably
improved, and Chinese society remains stable. China, as a large developing country, still faces multiple and

e
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complex security threats, as well as increasing external impediments and @wllSopsistence and
development security concerns, as well as traditional andraditional security threats are interwoven.
Therefore, China has an arduous task to safeguard its national unification, territorial integrity and
development interests.

As the world economic and strategic center of gravity is shifting ever more rapidly to thBasie region,

the US carries on its "rebalancing" strategy and enhances its military presence and its military alliances in
this region. Japan is sparing no effar dodge the poatvar mechanism, overhauling its military and security
policies. Such development has caused grave concerns among other countries in the region. On the issues
concerning China's territorial sovereignty and maritime rights and interesis, & its offshore neighbors

take provocative actions and reinforce their military presence on China's reefs and islands that they have
illegally occupied.

Some external countries are also busy meddling in South China Sea affairs; a tiny few maistaint con
closein air and sea surveillance and reconnaissance against China. It is thusstaftatigg task for China

to safeguard its maritime rights and interests. Certain disputes over land territory are still smoldering. The
Korean Peninsula and Northéa&sia are shrouded in instability and uncertainty. Regional terrorism,
separatism and extremism are rampant. All these have a negative impact on the security and stability along
China's periphery.

The Taiwan issue bears on China's reunification and-temg development, and reunification is an
inevitable trend in the course of national rejuvenation. In recent years;Taivesn Straits relations have
sustained a sound momentum of peaceful development, but the root cause of instability has not yet been
removed, and the "Taiwan independence" separatist forces and their activities are still the biggest threat to
the peaceful development of creSsaits relations. Further, China faces a formidable task to maintain
political security and social stability. Saatist forces for "East Turkistan independence” and "Tibet
independence" have inflicted serious damage, particularly with escalating violent terrorist activities by "East
Turkistan independence” forces. Besides,-&hiina forces have never given up thretilempt to instigate a

"color revolution" in this country. Consequently, China faces more challenges in terms of national security
and social stability. With the growth of China's national interests, its national security is more vulnerable to
internatioral and regional turmoil, terrorism, piracy, serious natural disasters and epidemics, and the security
of overseas interests concerning energy and resources, strategic sea lines of communication (SLOCS), as well
as institutions, personnel and assets abrhoaslpecome an imminent issue.

The world revolution in military affairs (RMA) is proceeding to a new stage. irange, precise, smart,

stealthy and unmanned weapons and equipment are becoming increasingly sophisticated. Outer space and
cyber space have beme new commanding heights in strategic competition among all parties. The form of
war is accelerating its evolution to informationization. World major powers are actively adjusting their
national security strategies and defense policies, and speedimgiupnilitary transformation and force
restructuring. The aforementioned revolutionary changes in military technologies and the form of war have
not only had a significant impact on the international political and military landscapes, but also posed new
and severe challenges to China's military security.

Chinabs 20 Irdterated ihtee PpRaCpdesr previ ous defense pol
as a sovereign state and to further the cause of world peace. The PLA, however, alssdescribe
Anew situationod that called for the i mpd emen
22

éadherence to the unity of strategic defense and
of defense, selflefense and postmpive strike; and adherence to the stance that "We will not attack unless
we are attacked, but we will surely counterattack if attacked."

Shortly after the founding of the PRC in 1949, the Central Military Commission (CMC) established the
military strategt guideline of active defense, and later, in line with the developments and changes in the
national security situation, had made a number of major revisions of it. In 1993 the military strategic guideline
of the new era was formulated, which took winnimgdl wars in conditions of modern technology,
particularly high technology, as the basic point in making preparation for military struggle (PMS). In 2004,

t e

op
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the guideline was further substantiated, and the basic point for PMS was modified to winning tscal wa
under conditions of informationization.

China's socialist nature, fundamental national interests and the objective requirement of taking the path of
peaceful development all demand that China unswervingly adhere to and enrich the strategic concept of
adive defense. Guided by national security and development strategies, and required by the situation and
their tasks in the new historical period, China's armed forces will continue to implement the military strategic
guideline of active defense and enhamgitary strategic guidance as the times so require. They will further
broaden strategic vision, update strategic thinking and make strategic guidance more-lfmkingd A

holistic approach will be taken to balance war preparation and war preveigias protection and stability
maintenance, deterrence and warfighting, and operations in wartime and employment of military forces in
peacetime. They will lay stress on farsighted planning and management to create a favorable posture,
comprehensively mage crises, and resolutely deter and win wars.

To implement the military strategic guideline of active defense in the new situation, China's armed forces
will adjust the basic point for PMS. In line with the evolving form of war and national securityicitutie

basic point for PMS will be placed on winning informationized local wars, highlighting maritime military
struggle and maritime PMS. The armed forces will work to effectively control major crises, properly handle
possible chain reactions, and fisndafeguard the country's territorial sovereignty, integrity and security.

To implement the military strategic guideline of active defense in the new situation, China's armed forces
will innovate basic operational doctrines. In response to security tiireatslifferent directions and in line

with their current capabilities, the armed forces will adhere to the principles of flexibility, mobility and self
dependence so that "you fight your way and | fight my way." Integrated combat forces will be employed t
prevail in systenvs-system operations featuring information dominance, precision strikes and joint
operations.

It also provided a new list of strategic priorities that reflect a growing concern with the rising
tensions in the regiof®

To implement te military strategic guideline of active defense in the new situation, China's armed forces
will optimize the military strategic layout. In view of China's geostrategic environment, the security threats
it faces and the strategic tasks they shoulder, thed forces will make overall planning for strategic
deployment and military disposition, in order to clearly divide areas of responsibility for their troops, and
enable them to support each other and act as an organic whole. Threats from such nevdseainsyas

outer space and cyber space will be dealt with to maintain the common security of the world community.
China's armed forces will strengthen international security cooperation in areas crucially related to China's
overseas interests, to ensure security of such interests.

To implement the military strategic guideline of active defense in the new situation, China's armed forces
will uphold the following principles:

I To be subordinate to and in the service of the national strategic goal, implénmérolistic view of
national security, strengthen PMS, prevent crises, deter and win wars;

I To foster a strategic posture favorable to China's peaceful development, adhere to the national defense
policy that is defensive in nature, persevere in closediaation of political, military, economic and
diplomatic work, and positively cope with comprehensive security threats the country possibly
encounters;

1 To strike a balance between rights protection and stability maintenance, and make overall planning for
both, safeguard national territorial sovereignty and maritime rights and interests, and maintain security
and stability along China's periphery;

1 To endeavor to seize the strategic initiative in military struggle, proactively plan for military struggle in
al directions and domains, and grasp the opportunities to accelerate military building, reform and
development;
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The
Chi

1 To employ strategies and tactics featuring flexibility and mobility, give full play to the overall
effectiveness of joint operations, concergrstiperior forces, and make integrated use of all operational
means and methods;

1 To make serious preparations to cope with the most complex and difficult scenarios, upholdihettom
thinking, and do a solid job in all aspects so as to ensure propensesfo such scenarios with ease at
any time and in any circumstances;

1 To bring into full play the unique political advantages of the people's armed forces, uphold the CPC's
absolute leadership over the military, accentuate the cultivation of fighting, smiforce strict
discipline, improve the professionalism and strength of the troops, build closer relations between the
government and the military as well as between the people and the military, and boost the morale of
officers and men;

1 To give full play to the overall power of the concept of people's war, persist in employing it as an ace
weapon to triumph over the enemy, enrich the contents, ways and means of the concept of people's war,
and press forward with the shift of the focus of war mobilizatiom human resources to science and
technology; and

1 To actively expand military and security cooperation, deepen military relations with major powers,
neighboring countries and other developing countries, and promote the establishment of a regional
framework for security and cooperation.

US Defense White Papers on

Forces

U. S. view of Chi nads stadhanged opyaccoadande with | i t a
nads def e amll@S. askessmentspfhh p e c B a n g g@cesiandChiddse n a 0 s

actions. Many sections from the 2014 and 2015 versions dDei® $ilitary and Security

Dev

el opments I nvol vi ng repbrtare \irtealyddergicalsvithRhe pamd | i ¢«

wording. However, there are sections that differ in phrasing and substance. These differences are
highlighted for clarity in the followingection

The U.S. View of Chinese Strategy

The 2014and 2015 editions similarly u mmar i zed the recent trends i
efforts, and force posture as depicted from this excerpt of the 2015 white*paper:

Since 2002, dCihciudirg éusrent Pecaidbret Xiinpirfg have charactezed the initial two
decades of the 21st century as a fAperiod of strat

international conditions wil!/l be conducive to domes
nati onal p o weacapsuwates all eleaments ot Shate power including economic capacity, military

mi ght and dipl omacy. Chinabés | eaders anticipate t
power will serve the Chinese CowvwesnwhichiscludeRmy.r2l)y 6s over

Perpetuating Chinese Communist Party (CCP) rule;
Sustaining economic growth and development;
Maintaining domestic political stability;

Defending national sovereignty and territorial integrity; and

=A =4 =4 -4 =4

Securi ng Clagreatipewersandaultimatelyaeacquiring regional preeminence.
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Though there is debate in Chinese academic circles over whether China can sustain the period of strategic
opportunity though this dec eitemtethé@npiomra asnclee adertshitsa
to achieving these key strategic objectives and are seeking to prolong it.

Chinabs |l eaders routinely emphasize the goal of rea
These benchmarks include successfully retrigy the economy to maintain growth and increase the
guality of Iife of Chinadbs citizens to promote stab

attaining the capability to fight and win potential regional conflicts, including thdagedeto Taiwan,
protection of sea lines of communication (SLOCs), defense of territorial claims in the South China Sea and
East China Sea, and the defense of western borders. Statements by Chinese leaders indicate that, in their
view, the development of mmodern military is necessary for China to achieve great power status. These

statements also indicate that Chinabs | eadership v
actions by outside power s t ha tChimadtowéfahd itdedl agaigsesucBh i n a 0 ¢
actions, should deterrence fail.

Chinadbs approach to international relations seeks

solidify the CPCbds hold on power .JiThpisrgdhatiOmiaha al
slogan, first propagated when Xi took the helm as Chinese Communist Party General Secretary in 2012. In a

speech to the Politburo Standing Committee, Xi unde
powerful nation,te r e by achi eving a figreat r-Byival of the Chi

China continues to regard stable relations with t
development. China sees the U.S. as the dominant regional and global actor wittatbst gpotential to
both support and, potentially, di srupt Chinabés ris
continued to advocate for a fAnew type of maj or pow
Chi nads @ n atwnstongem drgevafcoopegative kCBina partnership based on equality, mutual

respect, and mutual benefit. The framework also ref
emphasi zing conflict avoiAdasubsetofthebrosdersdladonship,the LA p e ac
in 2014 also promoted a finew typeo of bilateral mi |

China remains concerned that if regional States come to view China primarily as a threat, they may act to
balance against China, potenifakith the United States. China balances the imperative to persuade countries
that its rise is peaceful with the imperative to strengthen its control over existing sovereignty and territorial
claims. Despite its desire to project the image of a develamingtry engaged in a peaceful development

strategy, Chinads efforts to defend and adwviance its
underpinned by growing economic and military capabildiebave manifested in more forceful rhetaaind
confrontational behavior. Prominent examples of thi

the Philippine outpost at Second Thomas Shoal, its deployment of a deep water hydrocarbon rig to waters
disputed with Vietnam, its use of puwé trade policies as instruments of coercion, and its actions to pressure
Japan in the East China Sea. Chinabés |l ack of transfg
strategic decisiomaking has also increased concernsintheregion&but nadés i ntentions. A

transparency, these concerns will likely intensify as the PLA modernization progresses.
Strategy, Modernization, and Shifts that Affect the U.S. Role in Asia

The DoD went on to cite several specific shifts in Chinesg¢egfy thahad an impact oS power
projection capabilities as well as on regional deteerlThe following section from the 2014
edition is similar to the 2015 repoft:

Anti-Access/Area Denial (A2/AD)As part of its planning for militargontingencies, China continues to

develop measures to deter or counter third r t y i nter venti on, particularly
approach to dealing with this challenge is manifested in a sustained effort to develop the capability to attack,
atlong ranges, military forces that might deploy to or operate in the western Pacific, which the Department

of Defense chaarcaccetsesr i azneds aarse afi adnegni al 06 ( A2/ AD) capab
of air, sea, undersea, space and couraerspand information warfare systems and operational concepts to

achieve this capability, moving toward an array of overlapping, multilayered offensive capabilities extending
from Chinaés coast into the western Pacific. (pg. 3

An essential element,ifho a f undament al prerequisite, of Chinabs
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control and dominate the information spectrum in all dimensions of the modern battlespace. PLA authors

often cite the need in modern warfare to control information, sometinees med FfAi nf or mati on b
Ai nformation dominance, 0 and to seize the initiati\
of a campaign to achieve air and sea superiority. China is improving information and operational security to
protectits own information structures and is also developing electronic and information warfare capabilities,

including deni al and deception, to defeat those of
envisions the use of military and narilitary instruments of state power across the battlespace, including in
cyberspace and outer space to deny information su

advanced electronic warfare (EW) systems, counterspace weapons, and computer netativk@NO)
T combined with propaganda and denial through opécitye f | ect t he emphasis and pr
place on building capability for information advantage. (pg33p

I n more traditional domai ns, @rtiestriatibgsor cArtréllidgbaccess c us ap
to Chinads periphery, including the western Pacifi
missiles has been rapid, even in the context of overall Chinese military modernization. As recently as ten

years agoseveral hundred sherange ballistic missiles might have ranged targets in Taiwan, but China
effectively had no capability to strike many other locations in or beyond the first island chain (such as U.S.

bases in Okinawa or Guam). Today, however, Chama hore than 1,000 conventionally armed ballistic

missiles. U.S. bases on Okinawa are in range of a growing number of Chinese MRBMs, and Guam could
potentially be reached by daunched cruise missiles. (pg. 31)

Chinese missiles have also become far nag@irate and are now better suited to strike regional air bases,
logistics facilities, and other groudzhsed infrastructure, which Chinese military analysts have concluded
are vulnerabilities in modern warfare. China is fielding an array of conventiaratigd ballistic missiles,
ground and airlaunched langhttack cruise missiles, special operations forces, and cyber warfare capabilities
to hold such targets at risk throughout the region. (pg. 31)

In a neasterm conflict, PLA Navy operations would likebegin in the offshore and coastal areas with attacks

by coastal defense cruise missiles, maritime strike aircraft, and smaller combatants and extend as far as the
second island chain and Strait of Malacca using large surface ships and submarineBLAsNBgy gains
experience and acquires larger numbers of more capable platforms, including those witingengir
defense, it will expand the depth of these operations further into the western Pacific. The PLA Navy may
also develop a new capability fehip-based lanéattack using cruise missiles. China views lgagge anti

ship cruise missiles as a key weapon in this type of operation and is developing multiple advanced types and
the platforms to employ them for this purpose. These platforms includemtional and nuclegsowered

attack submarines (KILO SS, SONG SS, YUAN SSP, SHANG SSN), surface combatants (LUYANG Il
DDG [Type 052D], LUZHOU DDG [Type 051C], LUYANG I/l DDG [Type 052B/C], SOVREMENNY
II-class DDG, JIANGKAI Il FFG [Type 054A], JIANGDAGFL [Type 056]), and maritime strike aircraft
(FB-7A, H-6G and the SB0MK?2). (pg. 31)

China would face several shortcomingsinasier m conf |l i ct, howewaterant Fi r st ,
submarine warfare capability seems to lag behind its air afacewvarfare capabilities. Second, it is not

clear whether China has the capability to collect accurate targeting information and pass it to launch platforms

in time for successful strikes against targets at sea beyond the first island chain. Chinesmesuldima

however, already possess some capability to hold surface ships at risk, and China is working to overcome
shortcomings in other areas. (pg. 32)

The same section in the 2015 version of the US document did focus on more recent developments
in modernization, and contained the following different informatibn:

As China modernizes its military and prepares for various contingencies, it continues to develop capabilities

that serve to specifically dissuade, deter, or if ordered, defeat possithpadtty intervention during a large

scale, theater campaign such as a Taiwan contingency. U.S. defense planners often refer to these collective
Chinese capabilities as afttcess/aredenial (A2/AD), though China does not specifically refer to them

usig t his ter m. Chinaés military modernization pl an
very long ranges, adversary forces that might deploy or operate within the western Pacific in the air, maritime,
space, electromagnetic, and informataomains. As the PLA Academy of Military Science 2013 Science

of Strategy states, fAwe cannot count on luck and mu
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preparations and powerful military capabilities of our own, rather than hold thesmesgeghat the enemy
wi || not c¢ome, intervene, or strike. o

Disputes Over the Senkaku/Diaoyu Islands and South China Sea
The 2014 section discussed the dispute over the Senkaku/Diaoyu islands are as*follows:

China claims sovereignty over the Senkakundta(which the Chinese refer to as the Diaoyu Islands) in the

East China Sea; this territory is also claimed by Taiwan and is under the administration of Japan. In April

2012, the Governor of Tokyo announced plans to purchase three of the five islefwrifrate Japanese

owners. In response, in September 2012, the Government of Japan purchased the three islands. China
protested the move and since that time has regularly sent maritime law enforcement ships (and less often,
aircraft) to patrol near the Serika | sl ands t o chall enge Japands ab
administration. This includes regular Chinese maritime operations within 12 nautical miles (hm) of the

i sl ands. I n September 2013, China pulklriesshed earwhiot e
Chinao and submitted information to the UN Commi ssi
Chinabs extended continental shelf in the East Chi
2013, China announced theeation of its ADIZ in the East China Sea with coverage that included airspace

above the Senkaku Islands and that overlapped with previously established Japanese, South Korean and
Taiwan ADIZ. Chinese officials have continued to publicly reiterate the dla@nthe islands are part of
Chinads territory and that it wild.l resolutely resp:
12, 2014, AsigPacific Economic Cooperation (APEC) Summit, President Xi held his first bilateral meeting

with Japaneserine Minister Abe and announced a fqaoint agreement to improve bilateral ties.

The 2015 version places less emphasis on the Senkaku/Diaoyu islands, but because of the tensions
raised by Chinadbés buildup and | armsdcissesdhedea mat i
developments as follow&?

The South China Segplays an important role in Northeast and Southeast Asian security considerations.
Northeast Asia relies heavily on the flow of oil and commerce through South China Sea shipping lanes,
includingmore than 80 percent of the crude oil to Japan, South Korea, and Taiwan. China claims sovereignty
over the Spratly and Paracel I s | adas hg rloidmminsamida iom h
disputed in whole or part by Brunei, the Philippindsjaysia, and Vietham. Taiwan, which occupies the Itu

Aba Island in the Spratly Islands, makes the same claims as the PRC. In 2009, China protested extended
continental shelf submissions in the South China Sea made by Malaysia and Vietnam; in it$optio¢est

UN Commi ssion on the Limits of the Cowtaisthent ale oS malp

while stating in a note verbale that it has #@Aindi sy
and the adjacent waters and enjegsereign rights and jurisdiction over the relevant waters as well as the
seabed and subsoil thereof. o (pg. 27)

In 2014, China engaged in an extensive land reclamation effort at five of its outposts in the Spratly Islands.
As of late December 2014, Chiead reclaimed about 500 acres of land as part of this effort. At four
reclamation sites, China transitioned from land reclamation operations to infrastructure development and
delivered scores of heavy construction equipment to all five reclamation ditesudh it is unclear what

will ultimately be built on these expanded outposts, they could include harbors, communications and
surveillance systems, logistics support, and at least one airfield. (pg. 72)

At reclamation sites in the infrastructure phasel@felopment, China excavated deep channels and built
new berthing areas to allow access for larger ships to the outposts. The ultimate purpose of the expansion
projects remains unclear and the Chinese Government has stated these projects are mainbyiiog img

living and working conditions of those stationed on the islands. However, most analysts outside China believe
that China is attempting to change facts on the ground by improving its defense infrastructure in the South
China Sea. No Chinesicuped outpost in the Spratly Islands has an airfield or secure docking, unlike other
claimant nations. (pg. 72)

Taiwan began a modest land reclamation effort at Itu Aba Island by April 2014 and to date has reclaimed at
least approximately five acresoflance ar t he i sl andés airstrip. Accordin
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is building a $10amillion port next to the airstrip that is designed to accommodate 3gd00aval frigates
and coast guard cutters. (pg. 72)

Relations Between China and India

The2014 and 2015 reports are almost identical in regards to the bilateral relations between China
and India over their border dispuie:

Despite increases in Chitadia political and economic relationtensions remain along their shared 4,057

km border,most notably over Arunachal Pradesh (which China asserts is part of Tibet and therefore of
China), and over the Askai Chin region at the western end of the Tibetan Plateau. In October 2013, Chinese

and Indian officials signed the Border Defense Cooperafigreement, which supplements existing
procedures managing the interaction of forces along the Line of Actual Control. China and India continue to
accuse each other of frequent incursions and military fugiflalong the disputed territories, with the most

recent incident occurring in September 2014 along the Line of Actual Control in Eastern Ladakh. The military
standof f | asted twelve days and coincided with Presid
President in nearly a decade, cagtinshadow over the visit. (pg. 27)

Counter-Space Strategies

On the topic of Chinese counispace strategies, both the 2014 and 2015 reports stated the
following: 30

PLA strategists regard the ability to use spbased systenisand to deny adversariascess to spadmmsed

systemias central to enabling modern, #Ainformationized
to address space operations as a unigue operational
of other PLA campaigs and would serve a key role in enabling A2/AD operations. A PLA analysis of U.S.

and coalition military operations reinforced the im
war fare, claiming that Aspand or snat hen cbamahdf ngl ¢.c
emphasize the necessity of Adestroying, damagi ng, é
communications satellites, 0 suggesting that such sy
could be among the targets of attacks designed to T
U.S. and coalition military operations also states

will deprive an opponent of initiativen the battlefield and [make it difficult] for them to bring their precision
guided weapons into full playpg. 32)

The 2015 report went on to state:

The PLA continues to strengthen its military space capabilities, which includes advances wittdthe Bei
navigation satellite system and space surveillance capabilities that can monitor objects across the globe and
in space. China is seeking to utilize space systems to establish-tanee@nd accurate surveillance,
reconnaissance, and warning systend, renhance command and control in joint operations.

On July 23, 2014, China conducted a +at@structive test of a missile designed to destroy satellites in low

Earth orbit. China claimed this test was for a missile defense system. A previous destesttofethis

system in 2007 created substantial space debris that continues to present a danger to the space systems of all
nations, including China. In 2013, China also launched an object into space on a ballistic trajectory that took

it near geosynchrons orbit, but the launch profile was not consistent with traditional space launch vehicles,
ballistic missiles or sounding rocket launches used for scientific research. It could, however, have been a test
of technologies with a counterspace mission in gedsronous orbit. The United States and several public
organizations expressed concern to Chinese representatives and asked for more information about the
purpose and nature of the launch. China has thus far refrained from providing additional information.

Building an fAlnformationizedo |

The 2014 and 201&ditions of thee e port added more details about

A i

nformatiofi zedd military:
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Chinese military writings describe informationized warfare as an asymmetricwagtek en an adver sz¢
ability to acquire, transmit, process, and use information during war, and discuss its use as a way to force an
adversary to capitulate before the onset of conflict. The PLA conducts military exercises simulating
operations in compleglectromagnetic environments, and likely views conventional and cyber operations as

a means of achieving information dominance. The GSD Fourth Department (Electronic Countermeasures

and Radar) would likely use EW, cyberspace operations, and deceptiogners counterspace and other
kinetic operations during a wartime scenario to de

iSi multaneous and parallelo operations would involv
supply craft ad the use of information attacks to impact tactical and operational communications and
computer networks. These operations could have a si

targeting radars.

Cyber operations are a key component of im@tionization and could serve Chinese military operations in

three key areas. First, they allow data collection for intelligence and potential offensive cyber operation
purposes. Second, they can be empl oyednsettmebyonstr ai
targeting networlbased logistics, communications, and commercial activities. Third, they can serve as a

force multiplier when coupled with kinetic attacks during times of crisis or conflict.

Developing cyber capabilities for warfare is catsit with authoritative PLA military writings, which

identify information warfare as integral to achieving information superiority and an effective means for
countering a stronger foe. These writings detail the effectiveness of information warfarecastref€yber

operations in conflicts and advocate targeting adversary C2 and logistics networks to affect their ability to
operate during the early stages of conflict. They p
collection, control, andpplication on the battlefield. It is also the nerveteeof the entire battlefield.

These devel opments are reshaping the structur e
forces, making it a far more effective military power in terms ol lmonventional and asymmetric

warfare capabilities and altering the balance of nuclear deterrence affecting the Pacific region. At

the same time, it is important to stress that that the Chwieseof the world bears striking
similarities to the wayinwhc h Chi nads neighbors, the US, anc
their views of the security environment in ith&roduction.
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Figure 1.5: East China Sea Air Defense Identification Zones
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The Strategic Forces Driving Chinese Military
Modernization

As both Chinads white papers and the U.S. asse¢e
has many reasons taoghernize its security forces and expand theirfigiiting capabilities. From

a Chinese perspective, the other nations of the world create as many strategic uncertainties for
China as China does for them. China shares borders with 15 other countriea {icoAsiting

Japan), several of which pose serious security issues in Chinese eyes. Taiwan, North Korea,
Pakistan, and India all present challenges to regional stability. The US presence in the region is
also seen as posing a further challenge in termsagégic planning.

China has reason to see the US as both a major trading partner and as a potential strategic rival.
China is reasserting its role as a major regional power after more than a century of outside
interference and exploitation as well as inte a | conflict. As a worl d e
sphere of interests spans the globe. Becoming a major world power creates strategic and military

i mperatives that generate a momentum of their
domesticad f or ei gn pol icies have increased the <co
The rapid expansion of I nternational trade, é
commodities and participation in multilateral policymaking institutionselkpssed China to risks
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that may increasingly jeopardize its interests abroad and at home. In addition, domestic problems
in China may pose issues for internal stability.

Chinads white papers also reflect andr €wingos
tensions with its neighborsChina described its defense policy in 2010 as one that did not present
a threat to any other state and upheld world peace and st3bility:

China pursues a national defense policy that is defensive in nature ohdawme with the Constitution of

the People's Republic of China and other relevant |
resisting foreign aggression, defending the motherland, and safeguarding overall social stability and the
peaceful labr of its people. To build a fortified national defense and strong armed forces compatible with

national security and development interests is a strategic task of China's modernization, and a common cause

of the people of all ethnic groups.

The pursuit ofa national defense policy that is defensive in nature is determined by China's development
path, its fundamental aims, its foreign policy, and its historical and cultural traditions. China unswervingly
takes the road of peaceful development, strives ttd baiiharmonious socialist society internally, and
promotes the building of a harmonious world enjoying lasting peace and common prosperity externally.
China unswervingly advances its reform and opening up as well as socialist modernization, making use of
the peaceful international environment for its own development which in return will contribute to world
peace. China unswervingly pursues an independent foreign policy of peace and promotes friendly
cooperation with all countries on the basis of the Fivexdfles of Peaceful Coexistence. China
unswervingly maintains its fine cultural traditions and its belief in valuing peace above all else, advocating
the settlement of disputes through peaceful means, prudence on the issue of war, and the straaegingf "att
only after being attacked.” China will never seek hegemony, nor will it adopt the approach of military
expansion now or in the future, no matter how its economy develops.

In 2013, China stated thdit he Uni ted St ates ity allances,fandr ci ng
increasing its invol verfd@mtUsS also contieups to selaweapsns ¢ u r i
to Taiwan. The 2013 white paper implicitly criticized the increasing US presence in the Asia
Pacific as well as highlighted the increasammplication of international relations:

There are signs of increasing hegemonism, power politics anthte@eentionism. Local turmoils occur
frequently. Hotspot issues keep cropping up. Traditional andtnaditional security challenges interweave
and interact. Competition is intensifying in the international military field. International security issues are
growing noticeably more abrupt, interrelated and comprehensive. ThePAsific region has become an
increasingly significant stage for workconomic development and strategic interaction between major
powers. The US is adjusting its Advacific security strategy, and the regional landscape is undergoing
profound changes.

€. China still faces multiple and complicated secur
development security and the traditional and-traditional threats to security are interwoven. Therefore,

China has an arduous task to safegitandational unification, territorial integrity and development interests.

Some country has strengthened its ABa&ific military alliances, expanded its military presence in the

region, and frequently makes the situation there tenser. On the issuesnit@ndghina’s territorial

sovereignty and maritime rights and interests, some neighboring countries are taking actions that complicate

or exacerbate the situationé. Maj or powers are Vigo
technologies sas to ensure that they can maintain strategic superiorities in international competition in such

areas as outer space and cyber space.

Il n 2015, Chinabés defense white paper stated
AChi naeéestill f acmmex saculityt thrpaltse as avelldas increasing external

i mpedi ment s and challengesodo that threaten Ai
devel opment i nterests. o Mor eover, Chinabds I n
separatistfoes , 0 fAOEast Turkistan independenced sep
separatist forcesodo pose a threat % o Chinads 0
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Chinads white papers also show that ry@mhesna i
that some in the West <call the ARevolution
new strategic challenges and adapt to a rapidly changing military environment. In addition to
Afi ercedo mil i ttleevigorous devgopnreioftfaremmmiligary technology, China
must contend with an expansion in the number of militarized domains.

Several specific references are made in in
forcestodeal with thi¥ fAnew situationo:

IV. Building and Development of China's Armed Forces

In the implementation of the military strategic guideline in the new situation, China's armed forces must
closely center around the CPC's goal of building a strong military, respond to the state's cityensecls,

aim at building an informationized military and winning informationized wars, deepen the reform of national
defense and the armed forces in arr@lind way, build a modern system of military forces with Chinese
characteristics, and constantinhance their capabilities for addressing various security threats and
accomplishing diversified military tasks.

Development of the Services and Arms of the People's Liberation Army (PLA) and the People's Armed Police
Force (PAPF)

In line with the strategicequirement of mobile operations and mditinensional offense and defense, the

PLA Army (PLAA) will continue to reorient from theater defense to trdresater mobility. In the process

of building small, multifunctional and modular units, the PLAA willlapt itself to tasks in different regions,
develop the capacity of its combat forces for different purposes, and construct a combat force structure for
joint operations. The PLAA will elevate its capabilities for precise, rdiftiensional, trantheater multi-
functional and sustainable operations.

In line with the strategic requirement of offshore waters defense and open seas protecibd, ey

(PLAN) will gradually shift its focus from "offshore waters defense" to the combination of "offshoreswater
defense™ with "open seas protection,” and build a combined,-faalttional and efficient marine combat

force structure. The PLAN will enhance its capabilities for strategic deterrence and counterattack, maritime
maneuvers, joint operations at sea, corhpnsive defense and comprehensive support.

In line with the strategic requirement of building -sppace capabilities and conducting offensive and
defensive operations, tiReA Air Force (PLAAF) will endeavor to shift its focus from territorial air defens

to both defense and offense, and build asspirce defense force structure that can meet the requirements of
informationized operations. The PLAAF will boost its capabilities for strategic early warning, air strike, air
and missile defense, informatiogountermeasures, airborne operations, strategic projection and
comprehensive support.

In line with the strategic requirement of being lean and effective and possessing both nuclear and
conventional missiles, theLA Second Artillery Force (PLASAF) will strive to transform itself in the
direction of informationization, press forward with independent innovations in weaponry and equipment by
reliance on science and technology, enhance the safety, reliability and effectiveness of missile systems, and
improve tre force structure featuring a combination of both nuclear and conventional capabilities. The
PLASAF will strengthen its capabilities for strategic deterrence and nuclear counterattack, and- rmwedium
long-range precision strikes.

In line with the strategi requirement of performing multiple functions and effectively maintaining social
stability, thePAPF will continue to develop its forces for guard and security, contingency response, stability
maintenance, countéerrorism operations, emergency rescue disaster relief, emergency support and air
support, and work to improve a force structure which highlights guard duty, contingency response, counter
terrorism and stability maintenance. The PAPF will enhance its capabilities for performing diverskied ta
centering on guard duty and contingency response in informationized conditions.

Force Development in Critical Security Domains

Theseas and oceansear on the enduring peace, lasting stability and sustainable development of China. The
traditional menthty that land outweighs sea must be abandoned, and great importance has to be attached to

nc
i n

Ch
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managing the seas and oceans and protecting maritime rights and interests. It is necessary for China to
develop a modern maritime military force structure commeteswih its national security and development
interests, safeguard its national sovereignty and maritime rights and interests, protect the security of strategic
SLOCs and overseas interests, and participate in international maritime cooperation, sovidetstpategic

support for building itself into a maritime power.

Outer spacehas become a commanding height in international strategic competition. Countries concerned
are developing their space forces and instruments, and the first signs of weapowizatiter space have
appeared. China has all along advocated the peaceful use of outer space, opposed the weaponization of and
arms race in outer space, and taken an active part in international space cooperation. China will keep abreast
of the dynamic®f outer space, deal with security threats and challenges in that domain, and secure its space
assets to serve its national economic and social development, and maintain outer space security.

Cyberspacehas become a new pillar of economic and social dpwetmt, and a new domain of national
security. As international strategic competition in cyberspace has been turning increasingly fiercer, quite a
few countries are developing their cyber military forces. Being one of the major victims of hacker attacks,
China is confronted with grave security threats to its cyber infrastructure. As cyberspace weighs more in
military security, China will expedite the development of a cyber force, and enhance its capabilities of
cyberspace situation awareness, cyber defesiggport for the country's endeavors in cyberspace and
participation in international cyber cooperation, so as to stem major cyber crises, ensure national network
and information security, and maintain national security and social stability.

The nuclear forceis a strategic cornerstone for safeguarding national sovereignty and security. China has
always pursued the policy of no first use of nuclear weapons and adhered tdedesedive nuclear strategy

that is defensive in nature. China will unconditiopalbt use or threaten to use nuclear weapons against non
nuclearweapon states or in nucleaeaponfree zones, and will never enter into a nuclear arms race with
any other country. China has always kept its nuclear capabilities at the minimum levetdefguir
maintaining its national security. China will optimize its nuclear force structure, improve strategic early
warning, command and control, missile penetration, rapid reaction, and survivability and protection, and
deter other countries from usingtbreatening to use nuclear weapons against China.

Military Force Building Measures

Strengthening ideological and political work.China's armed forces always treat ideological and political
building as the first priority, and have endeavored to reinfordeirmprove their political work in the new
situation. They will continue to practice and carry forward the Core Socialist Values, cultivate the Core
Values of Contemporary Revolutionary Service Personnel, and carry forward their glorious traditions and
fine styles. Moreover, the armed forces will uphold a series of fundamental principles for and institutions of
the CPC's absolute leadership over the military, enhance the creativity, cohesion and combat effectiveness of
their CPC organizations at all levetsake great efforts to cultivate a new generation of revolutionary service
personnel of noble soul, competence, courage, uprightness and virtue, and ensure that the armed forces will
resolutely follow the commands of the CPC Central Committee and the CMICtmhes and under all
conditions, and consistently retain the nature and purpose of the people's armed forces.

Pushing ahead with logistics modernizationChina's armed forces will deepen logistics reform in relevant
policies, institutions and suppodrtes, and optimize strategic logistics deployment. They will innovate the
modes of support, develop new support means, augment war reserves, integrate logistics information
systems, improve rules and standards, and meticulously organize supply and sopgsotd build a logistics
system that can provide support for fighting and winning modern wars, serve the modernization of the armed
forces, and transform towards informationization.

Developing advanced weaponry and equipmenPersevering in informaticsiominance, systems building,
independent innovation, sustainable development, overall planning, and emphasis on priorities, China's
armed forces will speed up to upgrade weaponry and equipment, and work to develop a weaponry and
equipment system which caffectively respond to informationized warfare and help fulfill the missions and
tasks.

Cultivating new-type military personnel. China's armed forces will continue with the strategic project for
personnel training and perfect the system for military humesources. They will deepen the reform of
military educational institutions and improve the triad training system fortppe military personnel
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institutional education, unit training and military professional education, so as to pool more talepted peo
and cultivate more personnel who can meet the demands of informationized warfare.

Intensifying efforts in running the armed forces with strict discipline and in accordance with the law. Aiming
at strengthening the revolutionization, modernization @galarization of the armed forces in all respects,
China will innovate and develop theories and practice in relation to running the armed forces in accordance
with the law, establish a wellinit military law system with Chinese characteristics, so astné the level

of rule by law of national defense and armed forces building.

Innovating military theories. Under the guidance of the CPC's innovative theories, China's armed forces
will intensify their studies of military operations, probe into the meismas of winning modern wars,
innovate strategies and tactics featuring mobility and flexibility, and develop theories on military building in
the new situation, so as to bring into place a system of advanced military theories commensurate with the
requirenent of winning future wars.

Improving strategic managementlt is necessary to optimize the functions and institutions of the CMC and

the general headquarters/departments, improve the leadership and management system of the services and
arms, and adhere ttemandbased planning and pldased resource allocation. China's armed forces will

set up a system and a working mechanism for overall and coordinated programming and planning. They will
also intensify overall supervision and management of strategiuroesy strengthen the -process
supervision and risk control of major projects, improve mechanisms for strategic assessment, and set up and
improve relevant assessment systems and complementary standards and codes.

In-depth Development of CivitMilitary | ntegration (CMI)

Following the guiding principle of integrating military with civilian purposes and combining military efforts
with civilian support, China will forge further ahead with CMI by constantly bettering the mechanisms,
diversifying the forms, gganding the scope and elevating the level of the integration, so as to endeavor to
bring into place an aktlement, multdomain and costfficient pattern of CMI.

Accelerating CMI in key sectors. With stronger policy support, China will work to estaimliglrm military

and civilian standards for infrastructure, key technological areas and major industries, explore the ways and
means for training military personnel in civilian educational institutions, developing weaponry and
equipment by national defeniglustries, and outsourcing logistics support to civilian support systems. China
encourages joint building and utilization of military and civilian infrastructure, joint exploration of the sea,
outer space and air, and shared use of such resources egrspand mapping, navigation, meteorology

and frequency spectra. Accordingly, military and civilian resources can be more compatible, complementary
and mutually accessible.

Building a mechanism for operating CMI. At the state level, it is necessanahdigista mechanism for CMI
development, featuring unified leadership, militaryilian coordination, abutment of military and civilian

needs, and resource sharing. Furthermore, it is necessary to improve the management responsibilities of
relevant militay and civilian institutions, improve the general standards for both the military and the civilian
sectors, make studies on the establishment of a policy system in which the government makes the investment,
offers tax incentives and financial support, ardealites legislation promoting militawgivilian coordinated
development, so as to form a pattern featuring overall miltasijian planning and coordinated
development. It is also necessary to push forward with the shared utilization of militaryitiepahit those

of other sectors, and establish a mechanism for jointiNilary response to major crises and emergencies.

Improving the systems and mechanisms of national defense mobilization. China will enhance education in
national defense and bode awareness of the general public in relation to national defense. It will continue

to strengthen the building of the reserve force, optimize its structure, and increase its proportion in the PLAN,
PLAAF and PLASAF as well as in combat support forcése Ways to organize and employ reserve forces

will be more diversified. China will devote more efforts to science and technology in national defense
mobilization, be more readily prepared for the requisition of information resources, and build specialized
support forces. China aims to build a national defense mobilization system that can meet the requirements of
winning informationized wars and responding to both emergencies and wars.
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ARnDef ensi veo For ce Moder
Transformati on Ver s uce n o
Modernization and Transformation

While China characterizes its military transformation as defensive in ntitere,is little practical
difference betweerdefensiveforce modernization and transformation aoffensive force
modernization and transformian. Like other modern military powers, China is transforming the
strategy outlined in its recent whitepapers into procurement andstouoturedecisions that will
shape its forces for years to come.

n
f

At the same time, a host of internal and extefaetorscould suddenly change the naturdafA
modernizationEven if China has no goals or ambitions beyond those stated in its defense white
papers, events and crises darce difficult decisions omational leadersi-or this reasonthe

following chapers focus on hard data rather than concepts, broad policy statements, and
conflicting opinions. Much is known about the
pl ans and arms purchases. Chinads hoorddriofngs an
battle, arms trade, and internal security matezknowable qualitieproviding some insight into
whatChinese military thinking

While there aremany uncertaintiespen source intelligencenany sources such as government

reports, yearbookswhite papers, and other officigtudiesaddress Chinese security policy
moderni zation. Sources | i ke the International
al so provide extensive uncl assi f iocedalsapaovide on C|
recent numbers on defense spending and weap
information on military matters does make such assessments difficult in some areas and leaves
considerable uncertainty in others, Ihuere is stilla wide range olusabledatathatfew experts

guestion.

Since this report focuses on putt i fdogmatGHat na o s
facilitatesdialogue and transparency, it does not focus on the rapgeeasttiallyunstated motives

thatmg ht shape Chi na andessphgaesaddoessed irsthie roffictalecgrimensary

and analysesf other countries. lilsod o es not make assumptions abou
buildup constitutes a threat to the US or other Asian nations.
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CHAPTER 3: UNDERLYIN G RESOURCES FOR
CHI NAOS SECURBILITES CAP

Chi nads e c ohaumderpinngtire charigés in its strategy and force structure, as well

as its rapid rate of military moder nigowth i on. /
the size of its gross domestic product (GDP), and its large populatienmadét a major force

in the global economy.

Theseeconomic underpinnindgsave given China the resources to become a major military power

with increasingly advanced equipomt and technol ogy. I f Chinabs
economic base, steadily more advanced mix of civil and military technology, and increasingly
wel-t r ai ned and educated workforce will both bo

andlay the foundation for steady increases in Chinese military power.

This makeghe future stability and growth &@hi nadés economy a <critical
assessing its military powevioreoverChi naés f ut ur e r oWwalbeasfiredh gl ob
more by itsgrowing impact on the global economy Chi naés r ol e as a maj o
exporter may ultimately give it more influence and leverage in dealing with the US and the world

than the modernization of its military forces and increases\ver projection capability.

Is Becoming an Economic Superpower a Prelude to
Becoming a Military Superpower?

Thelong-term outlook of the Chinese economy is mixEdjures 3.1 to 3.4how IMF estimates

of Chi ngdwthrel&ieRo that obther majo economiesThe IMF estimates show that
Chinahasbeemn track t o havi ngwhénhadusteddar puctliasing poaverg e st
parity (PPP}erms, although its GDP in market terms lags behind its PPP GDP, and its per capita
income remains limited.

I Figure3.1lishows a comparative rise in Chinads GDP with
f Figure32idemonstrates Chinabés rise in per capita GDP ¢
fFigure3.3idepi cts Chinabs percent changaalpowersGDP gr owt h
1 Figure34ishows Chinabd6s rise on GDP based on PPP compart
9 Figure3.5icompares the US and Chinads defense spending

China has outpaced almost all other states in terms of sustained growth, instaghngotential

rivals in the developing world like Indi&lowever, previous cases, such as Japan, indicate that
economic growth slows as nations become more i
from a past high of 11% to 7.4% in 2014, aeemed likely to drop below 7% in 2015.

Chinds stock market crisis in the summer of 20
economic cycles than other stat@sgd Chindaces serioushallengeshat may hinder iteconomic
growth.These challengeasaclude

1. An aging population and demographic i mbal
working agepopulation is dropping and its population of 60 and above will rise from some
14% in 2014 to nearly 25% in the 2030s.
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2. Slow progress in transitioning from amportoriented economy to a consumptibased
one

Exposure to global economic factors (such as high volatility in the Eurozone)
Competition from less developed nations with lower labor costs.

Corruption and nepotism

The dominance of often inefficient &8a0wned Enterprises

N o o bk~ w

Statedriven barriers to market driven and efficient internal economic investment and tight
capital controls

8. Restrictive trade practices
9. High income inequality

10. Flagging domestic consumer demand, and excessive consumer saving eguned 89%
of disposable income. Househdldo ns umer spending is now onl
GDPOoone of the | owest |l evels in the worl d.
of G.D.P.d which is extremely higfi and the productivity of most suativestment has
become is poor to uncertain

11.High levels of state debt, often driven by provincial and state sector borrdvimg. n a 6 s
debt load rose from $7 trillion in 2007 to $28 trillion by RAA14. It is now 282 percent
of GDP, and larger than that thfe United States or Germany.

12.Excessive investment in real estate, construction, and infrastructure; and in planned areas
of development and residential growth for which there is uncertain or little real world
demand.

13. A stock market that lacks adequasgulation, and experienced a serious contraction in
the summer of 2015, driven in part by the collapse of major bubble in stock values and of
the value of shares in companies with little real worth.

14Chinads service sector hwhiethe Statohaseinvesteckie y e n
industrial capacity and facilities in ways that may have produced at least seriotesmear
over capacity. For exampl€hinese steel manufacturing capacity was 100 million tons in
the 1990s. It is now is 1.1 billion tons, roughly twice ®Ginese annual domestic demand
for steel. This has had serious satay effects. The massive expansion of steel
manufacturing drove the price of iron ore from $30 in 2008 to nearly $200 a ton in 2011,
from around $30 in 2008, but as tleeent commodity bubble burst, the price dropged
just under $100.

15.Uncertain monetary and currency control policies

If is far from clear that China cannot deal with these problems in the future, but they do create the
warning that regardless of their tial trends, trees do not grow to the skg Figures 3.:3.4

show, the rise i melawélyicanaténim the3pRAdthut itsfficiallgmwtmrate

has fallen to approximately 7%nd some experts put the figure aslowas44h i | e Chi nad
performance s fAsti | | t he  &tiswuncleanrWwhatmwit sappendinahe future. Chlina

needs serious structural reforms and beti@netary policyto avoidlimit the impact oforoblems
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that could equal that of the problems that led to tkaygse ofJapa® s e c on o mandcto gr o wt
achieve whaPresident Xi Jinpingallsa finew nor mal 0 s®stainable gr

Even if China can sustain its current growth, it will fioanciallimits onthe development of its

military powerif it is to meet the growing needs and expectations of its peligete 3.5shows

the comparison between the US and Chinese military spending as a percentage of GDP. There is
a natural synergy between economic and military power, but it is a synergy that haissits lim

Chinads emerging eco@Qhim a6 sp orwealr a tdi eopnesstabiei tohn ot
mutually beneficialtrade relationships. It also depends on a stable domestic economy and
transitioning to a consumption based econo@lyina may compete withther states for natural

resources and trade lutike the use of forcé there are limits osuch competition
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Figure 3. 1: | MF Estimate of Compar at
(nominal) 7 Part One (Billions $USD in Current Dollars/Prices)
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IMF, World Econmic Outlook Database April 2015 Edition, accessed Aprii 30, 2015.
http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/index.aagaptedy Anthony H. Cordesman andeSe
Colley at the Center for Strategic and International Studies.
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Figure 3. 1: | MF Estimate of Compar at
(nominal) - Part Two (Billions $USD in Current Dollars/Prices)

China Japan Korea Russia USA
2000 | 1,192.85 4,731.20 561.634 259.702 10,284.75
2001 | 1,317.24 4,159.86 533.05 306.583 10,621.83
2002 | 1,455.56 3,980.82 609.021 345.126 10,977.53
2003 | 1,650.51 4,302.94 680.518 430.289 11,510.68
2004 | 1,944.67 4,655.82 764.881 591.177 12,274.93
2005 | 2,287.26 4,571.87 898.137 763.704 13,093.70
2006 | 2,793.16 4,356.75 1,011.80 989.932 13,855.90
2007 | 3,504.61 4,356.35 1,122.68 1,299.70 14,477.63
2008 | 4,547.72 4,849.19 1,002.22 1,660.85 14,718.58
2009 | 5,105.77 5,035.14 901.935 1,222.65 14,418.73
2010 | 5,949.65 5,495.39 1,094.50 1,524.92 14,964.40
2011 | 7,314.48 5,905.63 1,202.46 1,904.79 15,517.93
2012 | 8,386.68 5,954.48 1,222.81 2,015.15 16,163.15
2013 | 9,469.13 4,919.56 1,304.47 2,079.13 16,768.05
2014 | 10,380.38 4,616.34 1,416.95 1,857.46 17,418.93
2015 | 11,211.93 4,210.36 1,435.08 1,176.00 18,124.73
2016 | 11,968.41 4,348.05 1,509.63 1,375.56 18,959.22
2017 | 12,864.40 4,489.30 1,613.07 1,519.58 19,864.55
2018 | 13,876.11 4,591.52 1,731.43 1,698.34 20,769.42
2019 | 14,968.59 4,750.94 1,863.36 1,880.14 21,615.36
2020 | 16,157.11 4,933.50 2,011.67 2,080.74 22,488.62

IMF, World Economic Outlook Database April 2015 Edition, accessed Aprii 30, 2015.
http://www.imf.org/external/pubs/ft/iweo/2015/01/weodata/index.aagaptedy Anthony H. Cordesman and Steve
Colley at the Center for Strategic and International Studies.
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Figure 3.2: ChinaosiP&tl& erentdUSPler Capit
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IMF, World Economic Outlook Database April 2015 Edition, accessed April 30, 2015.
http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/index.astaptecby Anthony H. Cordeman and Steve
Colley at the Center for Strategic and International Studies.
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Figure 3.2: Chi naosiP&tlldGurrentsUSPE r
China Japan Korea Russia USA
2000 941.159 37,303.81 11,947.60 1,775.13 36,432.51
2001 1,032.10 32,711.10 11,255.91 2,111.45 37,241.35
2002 1,133.15 31,241.17 12,788.60 2,380.18 38,113.89
2003 1,277.22 33,717.88 14,219.14 2,981.90 39,591.87
2004 1,496.04 36,444.19 15,921.95 4,111.10 41,838.46
2005 1,749.26 35,780.57 18,657.52 5,333.13 44,218.31
2006 2,124.92 34,076.75 20,917.03 6,932.30 46,351.67
2007 2,652.41 34,038.35 23,101.51 9,101.56 47,954.53
2008 3,424.43 37,865.07 20,474.89 11,638.73 48,302.28
2009 3,825.98 39,321.22 18,338.71 8,561.94 46,909.42
2010 4,437.02 42,916.74 22,151.21 10,671.21 48,309.45
2011 5,428.79 46,175.36 24,155.83 13,320.21 49,725.00
2012 6,193.82 46,661.32 24,453.97 14,062.48 51,409.13
2013 6,958.91 38,632.96 25,975.24 14,468.58 52,939.10
2014 7,589.00 36,331.74 28,100.72 12,925.96 54,596.65
2015 8,154.38 33,223.36 28,338.23 8,183.69 56,421.39
2016 8,659.39 34,414.14 29,682.71 9,572.43 58,624.59
2017 9,259.34 35,655.11 31,580.60 10,574.64 61,013.41
2018 9,935.69 36,607.91 33,752.62 11,818.65 63,366.26
2019 10,662.30 38,039.85 36,168.73 13,083.75 65,506.32
2020 11,449.16 39,675.01 38,880.21 14,479.72 67,697.20
IMF, World Economic Outlook Database April 2015 Edition, accessed April 30,

Capi t

2015.

http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/index.astaptecby Anthony H. Cordesman and Steve

Colley at the Center for Strategic and International Studies.
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IMF, World Economic Outlook Database April 2015 Edition, accessed April 30, 2015.
http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/index.asfaptedy Anthony H.Cordesman and Steve
Colley at the Center for Strategic and International Studies.

Figure 3. 3: ChtiRuadlbo(BercenDGhanGaimo wt h
Constant Prices)

China Japan Korea Russia USA
2000 8.40 2.26 8.92 10.05 4.09
2001 8.30 0.36 4.53 5.09 0.98
2002 9.10 0.29 7.43 4.74 1.79
2003 10.01 1.69 2.93 7.25 281
2004 10.10 2.36 4.90 7.15 3.79
2005 11.30 1.30 3.92 6.39 3.35
2006 12.68 1.69 5.18 8.15 2.67
2007 14.20 2.19 5.46 8.54 1.78
2008 9.64 -1.04 2.83 5.25 -0.29
2009 9.21 -5.53 0.71 -7.80 -2.78
2010 10.41 4.65 6.50 4.50 2.53
2011 9.30 -0.45 3.68 4.30 1.60
2012 7.76 1.75 2.29 3.40 2.32
2013 7.75 1.61 2.97 1.30 2.22
2014 7.36 -0.06 3.32 0.62 2.39
2015 6.76 1.04 3.28 -3.83 3.14
2016 6.30 1.17 3.46 -1.10 3.06
2017 6.00 0.42 3.67 1.00 2.66
2018 6.10 0.65 3.69 1.50 2.36
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2019 6.33 0.65 3.69 1.50 2.04
2020 6.33 0.65 3.68 1.50 2.02
IMF, World Economic Outlook Database April 2015 Edition, accessed April

30,

2015.

http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/index.asiaptecby Anthony H. Cordesman and Steve

Colley at the Center for Strategic and International Studies.

Fi

gur e

3.

4: Chi n aidart| @Biliense of CumenGDP ( PPP)
International Dollars*)


http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/index.aspx

Chinese Strategy and Military Modernization: A Comparative Analysi@ctober 52015 55

30,000.00
—~ 25,000.00
®
o
e)
) /
©
c
i)
< 20,000.00
c
g
£
c
g
5
O 15,000.00
(2]
c
i)
.C\_E/
o
a
s 10,000.00
o
]
]
(%]
«s
Ke]
o
a ———
O 5,000.00 / —
0.00
o — AN ™ <t 1o} (o] N~ o] ()] o —l N (92} < n © N~ [ee] (o] o
o o o o o o o o o o — -« - - I —l - - - — AN
o o o o o o o o o o o o o o o o o o o o o
N N N [V} N N N N N N N N N N N N N N N N N
Axis Title
e China Japan Korea Russia USA
IMF, World Economic Outlook Database April 2015 Edition, accessed April 30,

2015.
http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/index.astaptecby Anthony H. Cordesman and Steve
Colley at the Center for Strategic and International Studies.
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Figure 3. 4: Ch i n aidart lIRBillores ofiCarrer DP ( PP P)
International Dollars)

China Japan Korea Russia USA
2000 3,608.29 3,236.67 773.396 1,530.62 10,284.75
2001 3,996.84 3,322.20 826.818 1,645.20 10,621.83
2002 4,427.49 3,382.97 901.907 1,749.70 10,977.53
2003 4,967.80 3,508.57 946.873 1,914.03 11,510.68
2004 5,619.96 3,690.16 1,020.58 2,107.31 12,274.93
2005 6,456.26 3,858.50 1,094.75 2,314.04 13,093.70
2006 7,498.22 4,044.39 1,186.80 2,579.62 13,855.90
2007 8,790.82 4,243.03 1,284.94 2,874.29 14,477.63
2008 9,826.85 4,281.20 1,347.21 3,084.47 14,718.58
2009 10,813.81 4,075.29 1,367.05 2,865.47 14,418.73
2010 12,085.45 4,316.98 1,473.65 3,031.01 14,964.40
2011 13,482.08 4,386.15 1,559.45 3,226.60 15,517.93
2012 14,789.52 4,543.20 1,623.84 3,396.21 16,163.15
2013 16,173.27 4,685.29 1,697.00 3,491.62 16,768.05
2014 17,617.32 4,750.77 1,778.82 3,564.55 17,418.93
2015 18,975.87 4,843.07 1,853.52 3,458.40 18,124.73
2016 20,473.50 4,973.18 1,946.37 3,471.75 18,959.22
2017 22,148.59 5,096.91 2,059.31 3,578.64 19,864.55
2018 24,004.71 5,240.39 2,181.12 3,710.38 20,769.42
2019 26,033.62 5,379.76 2,306.58 3,841.10 21,615.36
2020 28,229.14 5,521.73 2,438.75 3,975.74 22,488.62

IMF, World Economic Outlook Database April 2015 Edition, accessed April 30, 2015.
http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/index.astaptecby Anthony H. Cordesman and Steve
Colley at the Center for Strategic and International Studies.



http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/index.aspx

Chinese Strategy and Military Modernization: A Comparative Analysi®ctober 52015 57

Figure 3.5: China & USA Defense Spending as a Percentage of GDP
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The Economic Trends Shaping Military Spending

So far, China has not faced seriofiscal challenges in shaping its strategy and military
modernization. China has recorded comparatively IB§P growth rates during the past two
decadegalthough there are some indications that economic growth is slowing

Many governments increase military spending rdyigihoportionality to economic growth; while

they may find strategic rationales for doing, svealth seems tspur military spendingn

devel oping nations and emerging po Wsmsen Chin
consistentl}compared to national income.

I n 2015 Chi na 614.2 tdlo® (based @ro the official ekchange Jatehile its
purchasing power parity (PPP) GDP stood at an impressive $13.8 t3@lion.

Downward Economic Growth Trends but Stable Forecast

In spite of aslightdropf f i n its growth rate in recent ye
economy will camtinue a robust expansion into the middle of the decade at a sustainable growth
rate.While the Chinese government announced it was targeting growth of 7.5% in 2013, ,in 2015

it has dropped that growth target to 7% in light of a redentnturnin the Chinese economy.

Il n April 2015, the International Monetary Fun
to 6.8% and inflation was forecasted to be 1.
pace of fiscal consolidation is likely twe more gradual, reflecting reforms to strengthen social

safety nets and the social security system an
and that Amonetary policy wil!/ remain broadly
theat horities6 announcement of maintaining stab

The | MF6s Worl d EconomiwhiCuht | weosk wreiptotran floef o2
market crisis in mie2015--e x p| ai ned the decline*in Chinads (g

Growth in Chinais expected to decline to 6p&rcent this year and 6pgrcent in2016. These projections

have been revised downward by ¥ angércentage point, respectively, as previous excesses in real estate,
credit, and investment continue to unwind. The Chinedeoaities are now expected to put greater weight

on reducing vulnerabilities from recent rapid credit and investment growth, and hence the forecast assumes
less of a policy response to the underlying moderation. Ongoing implementation of structural egfdrms
lower oil and commodity prices are expected to expand consomested activities, partly buffering the
slowdown. (pg. 14)

Near-term growth risks in China: Investment growth slowed in China2014, including in the real estate

sector, after a boom 2009 12. Some further slowdown is already factored into the baseline, but it could be
stronger than expected, as striking a balance between reducing vulnerabilities, supporting growth, and
implementing reforms remains challenging. Moreover, the impaaiafing investment on aggregate
demand has been cushioned by policy stimulus, but the Chinese authorities are now expected to put greater
weight on reducing vulnerabilities from recent rapid credit and investment growth. As a result, investors
might be moe concerned about risks of a further slowdown, which could feed into current investment. (pg.
22)

Hard landing in China: Since the policy stimulus deployed during the global financial crisis, booming credit
and investment have been key sources of grow@hina, and vulnerabilities have been building. This is a
mediumterm risk because the Chinese government still has sufficient buffers to prevent a sharp growth
slowdown by using public resources and state influence. The current reform effort to retieaamomy

is important to reduce this risk, since without reforms to change the pattern of growth, vulnerabilities will
continue to increase, and the available policy space will shrink. (pg. 22)



Chinese Strategy and Military Modernization: A Comparative Analysi@ctober 52015 58

Despite the tail wind -teéfmm grawh autlobk hgsrbéen enarked downi shgbtly. ne ar

Downward growth revisions for major emerging markets outside Asia will soften the external contribution
to Asiabs growt h, as wil|l the further tightening

sushki nabl e growth path in China wil!/ exert addition

growth forecast has been trimmed very modestly to 5.6 and 5.5 percent in 2015 and 2016, respectively, but
with diverse performances across the region:

In China, growth fell to 7.4 percent in 2014 and is expected to fall further to 6.8 percent in 2015 (0.3
percentage point lower than the October 2014 WEO forecast) as previous excesses in real estate, credit, and
investment continue to unwind. Ongoing impleméntaof structural reforms and lower commaodity prices
are expected to expand consumer oriented activities, partially buffering the slowdown. (pg. 54)

Slower growth in China and Japan Significantly slower growth than currently projected for China or Japan
would also affect the rest of the region and the
trade and financial linkages with other nations. For China, the main risk is failure to implement the reform
agenda to address financial risks, rebetathe economy, and tap new sources of growth. In Japan, the
challenge is to implement structural reforms to boost medarm growth prospects while balancing near
term fiscal stimulus with a convinci ntrmgrewdhi um t
prospects are also critically dependent on the success of these reform strategies. (pg. 55)

To put these trends in a regional perspectigure 3.5demonstrates the overall performance of
the AsiaPacific region in recent yearsWhi | e Chi na 6 s slowingpiwwiststill r at e
outperforming its neighbors.
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Figure 3.6: 2015 IMF World Economic Outlook Asia and Pacific
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Intelligence Unit (EIU) expects the Chinese government may struggfglamenting sustaining
its growth and implementing its reforfdThe EI U predi cted that after

7% year on year in Q1, according to data rele
the economy suggests that fresh stimulus measurevi | | be forthcomingo,
ifeconomic growth will sdow to 6.8% in 2015 as
As noted earlier, there are important short t e
trend in economic growth rate and the ability to kkepling a massive military program in the

l onger ter m. There is uncertainty as to how

reforms will be on its economy and indirectly on its ability to continue the funding increases to its
military.

Inargport published in July 2014, the | MF asses
growth on a sounder footing with higher per capita income and consumption over the medium

term, benefiting China and the global econaimy The | MF continued wi
assessment of the refor mosFidqute@Ge¥rint and fore

Three scenarios.T h e staff ds baseline scenari o, whi ch assum
compared to scenandoB8Bnofr d&fasm. oeTlboe mbaseline and f

Financial sector reforms include accelerating deposit rate liberalization, establishing a formal deposit
insurance system, and strengthening financial supervision and resolution framéwvesekwould encourage
a better pricing of risk (increasing average cost of credit) and redirect credits to more efficient uses.

Fiscal reformsinclude a gradual unwinding of borrowing from LGFVs, improving coverage and portability

of basic pensions and &léh insurance, strengthening social safety nets, and more efficient and redistributive
taxes. These measures (see Box 6 for details) would reduce investment, creating room to increase social
spending for a gradual reduction of the augmented deficit byta&bpercentage points of GDP over the
medium term. They would also gradually reduce the household saving rate due to a lower incentive for
precautionary saving.

Structural reforms. Opening up markets, and SOE and resource pricing reforms would shiftcesdo

the more efficient private sector, lifting econonvide productivity. Urbanization through hukou reforms
would increase the participation rate and also help raise productivity. Previous research (IMF 2013) suggests
that these reforms would bringqaluctivity gains of 1%22 percentage points.

Exchange rate reformsinclude widening the trading band and allowing the currency to move more in line
with market forces. Together with other reform measures these would contribute to continued domestic and
external rebalancing, by reducing the savings rate by more than the targeted reduction of the investment/GDP
ratio.

The #Afast reformd scenario assumes that financial,
promptly, and fiscal reforms are pleasin over a tweyear lag (this compares to about fiyear lag for
reforms in the baseline).

ifFast refor mo. Fast i mpl ement at iteom(bywahout L2¢ercertagev Chi n
point, largely due to faster fiscal adjustment and higherest rates), but the losign income is much higher

and private consumption grows faster. With less LGFV borrowing, augmented debt is falling and credit
growth is likely to be slower, leading to a faster reduction of vulnerabilities. The fast impleioremtatid

also generate sizeable benefits to the global economy. Simulation suggests that global growth could increase

by 0.2 percentage points over the medium term, although growth may be slower in the near term, reflecting

the upfront cost of reforms amtieps to reduce vulnerabilities.

ANo refor mo. Wit hout refor ms, growth would be weak
becomes increasingly inefficient) and the likelihood of a sharp slowdown in the future higher, with knock

on effects to thglobal economy. Repeated reliance on credit and government intervention to prop up growth

without reforms would boost netgrm growth, but reduce future growth and exacerbate vulnerabilities,
increasing the risk of a disorderly adjustment, stalling tirevergence process, and adversely affecting the
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global economy. This would map into annual growth of less than 4 percent by 2030, with considerable risk
of an even sharper slowdown.

Chinabés overarching goal I s tstainablengrowth vage thati nan c
will allow China to realize it s*hotedormomicaly Dr e ar
and militarily. To achieve this, its party leaders put into effect a reform agenda, described earlier

by the IMF, which provides thfollowing objective, according to the World Bafk:

The objective is to increase the role of markets and to facilitate resource reallocation to sectors with high
returns. The key policy challenge is to shift growth towards more sustainable sourcemedibeterm,

while avoiding a sharp slowdown, or financial distress, in the d4bort. A couple of areas stand out as
candidates for early action:

Fiscal reforms to place local government finances on a more solid footing and facilitate a shift from
invegment to consumption; and

Financial sector reforms to improve resource allocation, strengthen market discipline, and contain a further
buildup of financial sector vulnerabilities.

Next in line would be reform of statevned enterprises, land ownershipd dabor markets. Such changes
would help maintain growth and lift employment (World Bank and Development Research Center of the
State Council, the Peoplebs Republic of China, 20114

Shorter Term Risks

Any significant reforms to a large economy that hasgaificant impact on the global financial
situation has risks and uncertainties. The World Bank also provided the following assessment of
the risks to both China and the East Asia Pacific redion:

Risks, both external and internal to the region, rertitigd to the downside, but less so than in January.

Al t hough the probability is low, the risk of a har/
are very open, they are vulnerable to trading partner slowdowns and large exchange rabechidftsy

further U.S. dollar appreciation. Low fuel prices, if sustained, present an upside risk for the regional outlook.

Financial market volatility or sharply tightening financing conditions pose significant risk to the outlook.
This may take the fornof asynchronous monetary policy tightening in major economies, or geopolitical
risks. Abrupt increases in bond yields and exchange rate volatility could result, as investors reassess growth
prospects and policies. Debt stands at high levels in sevenatriesu Although it remains predominantly

local currencydenominated, corporations have borrowed large amounts in foreign currencies. High debt
stocks expose countries to risks from rising borrowing costs, or credib8suExchange rate adjustments

may cause balance sheet strains in some countries. The combination of high debt levels and currency
mismatches creates systemic risk and the possibility of sharp increases in country risk premiums.

A weakerthanexpected recovery in higihcome countries, esgially in the United States, the Euro Area,
Japan, and the Newly Industrialized Economies would weaken global and regional trade and impair the
regi onods dncgme counsry. expHris gcoount for about 60 percent (Thailand) to 90 percent of the
regondés exports.

A sharp slowdown in China, while unlikely, would have spillover effects on regional trading partners and
commodity exporters. A hard landing could originate from:

1 a steep decline in property prices that forces developers and banks to delepeckly and investment
in real estate to contract sharply;

1 a sharp slowdown in infrastructure investment following the implementation of the local government debt
framework;

1 bankruptcies in primary and heavy industries (now suffering from overcapaxity);

1 a decline in shadow banking activity that causes a sharp cutback in credit availability.
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Finally, as the surge in Chinads stock mar ket <cont
possible correction will increase. Should it materializéharp slowdown in China could usher in a prolonged

period of slow growth as the economy heals, and would have regional and global spillovers (World Bank,
2014a) . A onetime 1 percentage point decregese in C
point decrease in investment growth) would reduce growth in the region by approximately 0.2 percentage
points (World Bank, 2014a). The impact would vary across countries, with commodity exporters with less
diversified economies and regional supply chaconomies affected the most (Ahuja and Nabar, 2012).
Nevertheless, China is in a strong fiscal position with policy buffers that appear adequate to contain risk
related to financial sector distress.

The IMF assessment in 2014 was agmerally favourdle, but it did note that China needed
reform in additional area®

€ Chinabs economic performance over the past three ¢
to implement necessary but difficult reforms. Continued success now requires another round of decisive
measure3i n | i ne with t hessadatentidnéoaedeegizestheirglotmseffoet.x p r

€ Staff expect the economy to grow by 73/4 percent this year, although with downside risks from both
external and domestic uncertainties. Since the global crisis, a mix of investment, credit, and figtad stim
has underpinned activity. This pattern of growth is not sustainable and is raising vulnerabilities.

Whil e China still has significant buffers to weathe
more balanced and sustainable growth, ekpge of reforms is needed to contain the growing risks while
transitioning the economy to a more consuiip@sed, inclusive, and environmentditiendly growth path.

In the near term, a priority is to rein in broader credit growth and prevent a furittbupuof risks in the
financi al sector. Only if gr owt h wer e -budget fiscelow t oo
stimulus should be used in a manner that supports rebalancing and helps protect vulnerable groups.

Accelerated financial sectogforms are needed to secure a safe transition to a riwrked financial system.

This will combine allowing greater room for market forces (such as liberalizing interest rates in the
6traditional 6 banking i ndust reyahdinwestorlaccartabiktyn gvhile e ned o
this will lead to higher borrowing costs for many firms, it is critical to reduce the-ta@e regulatory

arbitrage and moral hazard evident in the current system, and to improve the allocation of credit tessential

future growth and sound finance.

The post2008 expansion in quafscal activity needs to be gradually unwound. Key reforms to this end
should include a comprehensive revamp of local government finances, increasing SOE dividend payments
to the budgetand continuing tax reforms allowing, inter alia, a shift in the tax burden away from regressive
social contributions.

A more markebased exchange rate, with reduced intervention, will facilitate further adjustment in the
renminbi which staff assess asadeoately undervalued against a brdmket of currencies.

Ot her Asian countri es hav epefomnesceTheo2018 dapa@dse n a 0 s
defence white paper noted that China was experiencing increasing domestic chéllenges:

China has variasidomestic problems. Corruption within central and local communist party leaderships is
becoming a significant political probl em. As a res.t
problems such as regional disparities between urba andcoastalinland regions, wealth gaps among

urban residents, inflation, environmental pollution, and lack of agricultural and industrial water. Moreover,

issues associated with the rapid aging of the population are forecasted to arise in the future eghétadad

to continue to tighten its control over society as these potentially destabilizing factors to the government
administration expand and diversify. However, analysts point out that with the spread of the Internet, coupled

with other factors, the linese government will face increasing difficulties controlling the activities of the

masses.

Moreover, China has domestic ethnic minority issues, such as protest activities by ethnic minorities in areas
such as the Tibet Autonomous Region and the Xigjidgghur Autonomous Region. According to reports,
some ethnic minorities are undertaking campaigns seeking separation and independence. Against this
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background, Xi Jinping assumed the post of General Secretary of the Chinese Communist Party (CCP) and
Chaiman of the CCP Central Military Commission at the first plenary session of the 18th Central Committee
of the CCP in November 2012, and then assumed the post of President at the first sessioff dfatiert?
Peopl ebs Congr ess igoontidlafthe threpdovle® of partyy miltarysaedigavérmment.

The environment surrounding the Xi government is not optimistic.

During the third plenary session of the 18th CCP Central Committee in November 2013, the session adopted
AThe DecisrohseneMafoncerning Comprehensively Deepe
wide range of areas, such as economics, politics, culture, society, environment, and national defense and the
military. Through the Decision, the Central Committee decidedstabésh a central leading team for
comprehensively deepening reform, which is deemed responsible for the overall design of the reform. The

team held its first meeting in January 2014. How these reforms will take shape, including how China will

deal with ©rruption problems within the party, will be a point to watch out for going forward.



Chinese Strategy and Military Modernization: A Comparative Analysi@ctober 52015 65

Figure 3. 7: I

MF Assessmeni20laf

Reforms would first stow growth but help make it
more sustainable in the long run...
China: GDP Growth Under Various Scenarios
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...while consumption would rise significantly despite
initial growth slowdown.
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A moderate near-term growth slowdown in China
would have knock-on effect on other economies, but
compensated by long-term benefits.

Simulated Global Spillovers from China's Reform Blueprint
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Longer-Term Risks

At the same time, China faces longerm problems irshifting from a rural agricultural economy

to an urban industrialized economy. China plans to move 250 million rural residents inte newly
built cities and towns over the next J€ars, primarily as a way to find a new sourcea@inomic
growth>°

Corruption, influence peddling, and nepotism are a serious problem. Xi Jinping has recently led
an anticorruptiondrive that will be &ey priority for his government in tifature. This appears

to be, at least in part, a reaction to the increasing public discontent regarding daily incidents of
minor corruption, higHevel leadership scandals, atite negligence of local Party members.
However, many believe that the corrupti@iated problems in China cannot be solved without
fundamental political reforms, such as developing an independent media and judiciary.

China also must address the effects of rising labor costs and the resultant movement of businesses
to countries with cheapéabor, such as Cambodia and Vietnam, the latter of which has wages half
those in Chin&? Low operationsostsand a largéaborpool made China especially attractive for

foreign manufacturers and investors; over the past several years, wages have sseadil
increasing the cost of manufacturing in Chiflaese ising labor costs and uncertairdythe pace

of economic reforms are reducing>® oreign inve

Furthermore, the country must deal with an aging populationsaa that is especially serious in

the context of it©One Child Policy. According to the 2010 census, people between the ages of 15
and 59 began to decrease in 2010 and will likely fall by 29.3 million by 2020. Total urban
employment is still increasing &hinese workers move to the cities, but the workforce has started
to shrink in absolute terms; China will now need to boost economic output through increased
economic efficiency via reallocating resourégs.

iThe wurbanizati on bl aeCpmmited oftheeCPE€ and theal StabeyCouncil im M&ye nt r
2014--, National NewType Urbanization Plan 2012020-- announced the acceleration of the process of
turning rural migrants into urban citizefishe plan anticipates that by 2020 urban residentaweke up 60

per cent of the total population, compared to 53.7 per cent in 20&Bile urban permanent residents will
comprise 45 per cent, compared to 36 per cent in.2013

Some of the key trends affecti nginthédfollewings pect
Figures:

Figure3.8ii s an | MF assessment of Chinabs demographic cl
Figure391i s an | MF assessment of Chinads rebalancing e«
Figure3.101i s an | MF assessment of Chinads financial sec
Figure3.11ii s an | MF assessment of Chinads economic grow

Most experts do still feel that Chidagrowth ratewill slow over time, but continue to grow
comfortably enouglin the coming yearfor it to fund a steady expansion in theahility of its

military forces.Figures 3.12 and 3.18lemonstrate differing although increasingly uncertain
estimates of Chinads economic performance. Th
China will continue to experience robust econogriowth even if not at the doubldigit rate of

the mid2000s.

91 Figure 3.12illustrates Chinese percentage growth rates from 2000 to a 2020 projection.
91 Figure 3.13shows Chinese GDP based on purchasing power parity, from2Z020L
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Figure 3.8:July2 013 | MF Assessment of China
Changes

Box 4. China’s Looming Demographic Changes

China is at the dawn of a demographic shift as the Growth of Working-Age Population
economy will soon start to be weighed down by a . percant

shrinking workforce and aging population. The working-

age (15-64) population will start to fall in less than a

decade due to declining fertility, reflecting the one-child ¥

policy. The cohort of 25-39 year olds—the core industrial s

workers—will shrink even faster, with implications for the
pattern of growth reliant on building new factories and
finding a ready supply of workers. The dependency ratio
(population younger than 15 and older than 64 as a share 1

15

1950 1560 1970 1560 1590 2000 2010 2000 230 240 2050

of the working-age population), which declined for Serce: MF caf estnats

decades, is projected to increase from 13% percent in :

2010 to around 30 percent by 2030. . ?,,",‘.fii’."""‘ o -

=25-39yearsof age

These demographic changes imply that China will meet o P 15 and greater than 64 i
the Lewis Turning Point—when the supply of plentiful W rede ; -
low-cost labor is exhausted—toward the end of the ” = -
decade.” As the surplus labor dwindles, labor cost will rise, e
which would affect prices, incomes, and corporate profits o 20
in China and would have implications for trade, 100 100

employment, and price developments in key trading

partners. For China, this transformation makes it even i B o e S o B cbnc
Sourzen UN Population Dutabuse and M wtafl mxtimaten.

0

more important to switch from an extensive to an
intensive growth model.

! See Das and N'Diaye (2013), “Chronicles of a Decline Foretold: Has China Reached the Lewis Tuming Point,”
IMF Working Paper 13/26.

Source: IMFPeopl ebs Republic of China 2013 A duly20L3pg.l20. Consul
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Figure 3.9: July 2014 IMF Assessment of China.

Figure 3. China: Rebalancing

There has been significant progress with external Investment share has been increasing and is high relative
rebalancing, but less so with domestic rebalancing. to other countries...
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However, household survey data indicate that urban
household income is growing faster than GDP.,
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Figure 3.10: July 2014 | MF Assessment

Figure 2. China: Financial Sector Development
Level of total social financing (TSF), a broad measure of Growth in TSF (stock) declined, as “shadow banking”
credit, remained high. expanded at a slower pace...
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Source: IMFPeopl ebs Republic of China 2014 ArJuly20Ldpg.42Y Consul
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Figure 3.11: July 2014 | MF Assessment
and Inequality

Source:IMFPeopl ebds Republic of China 2014 Ar duly20l4epg.l3¥ Consul



