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CHAPTER 1: EVOLVING STRATEGIES IN THE 

CHINA -U.S. MILITARY BALANCE   
Chinaôs emergence as a global economic superpower, and as a major regional military power in 

Asia and the Pacific, has had a major impact on its relations with the United States and its 

neighbors. China was the driving factor in the new strategy the United States announced in 2012 

that called for the U.S. to ñrebalanceò its forces to Asia-Pacific region.1 At the same time, Chinaôs 

actions on its borders, in the East China Sea, and in the South China Sea have shown that China is 

steadily expanding its geopolitical role in the Pacific, and having a steadily increasing impact on 

the strategy and military developments in other Asian powers.  

As a result, the Peopleôs Republic of China (PRC), the United States, and Chinaôs neighbors face 

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. It focuses on the current developments in Chinaôs military strategy, forces, and 

modernization, but does in the context of how they are influencing 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 is not meant to provide a given view of Chinese strategy, Chinese forces, or the trends 

in the regional military balance. It is rather intended to provide analysts with a better basis for 

understanding the different official estimates of the changes in Chinese force strength and force 

quality. Accordingly, it makes extensive comparisons of the assessments of Chinese military 

developments in official reporting by the US, China, and other Asian governments. In doing so, it 

relies heavily on Chinese white papers and the US Department of Defense (DoD) Report to 

Congress on Military and Security, as well as the military white papers of Japan, South Korea, and 

Taiwan. Key portions compare these different perspectives to work done by outside scholars and 

the information in databases like those developed by the IISS and IHS Janeôs.  

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 

modernization. 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, East China Sea, Northeast Asia, and 

the U.S. military posture in the Pacific. The balance in the Korean Peninsula, and the role played 

by China in this military balance, is addressed in depth in a previous Burke Chair report entitled 

The Evolving Military Balance 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 

comparative trend analyses, maps and graphics, and chronologies, and by an examination of the 

differences between key sources uncertainties involved.  
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Chinese Strategy  

Chinese strategy sets the stage for all the other aspects of Chinaôs military development, but it is 

important to note that Chinaôs unclassified strategy documents are highly political documents that 

are exercises in strategic communications. As the chapters of this analysis show, they have also 

become less detailed as Chinaôs forces have become stronger, and as Chinaôs has emerged as a 

major military power and become more challenging.  

There are many debates over how realistic Chinaôs public statements of its strategy really are, but 

Chinaôs summary of the Peoples Liberation Armyôs (PLA) strategic goals in its 2015 defense white 

paper, Chinaôs Military Strategy, do provide  broad insights strategicgoals : 2 

China's national strategic goal is to complete the building of a moderately prosperous society in all respects 

by 2021 when the CPC celebrates its centenary; 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 great rejuvenation of 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. In the new historical 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 

standard, 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 encompass far more 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 non-traditional security, subsistence and development security, and China's own security and 

the common security of the world. 

To realize China's national 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 requirement of safeguarding 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 the country'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 requirement 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 requirement arising from China's all-round and deepening 

reform, the armed forces will continue to follow the path of civil-military 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 interests, safeguard 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 achieving the great 

rejuvenation of the Chinese nation. 

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

¶ 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 and interests in new domains;  

¶ To safeguard the security of China's overseas interests;  

¶ To maintain strategic deterrence and carry out nuclear counterattack;  

¶ To participate in regional and international security cooperation and maintain regional and world 

peace;  

¶ To strengthen efforts in operations against infiltration, separatism and terrorism so as to maintain 

China's political security and social stability; and  

¶ To perform such tasks as emergency rescue and disaster relief, rights and interests protection, guard 

duties, and support for national economic and social development.  

Key Trends in Chinese Military Modernization 

Chinaôs 2015 White Paper also provides some broad insights into the reasons  why China is making 

key changes taking place in its forces. The White Paper notes that: 3 

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 at building an informationized military and winning informationized wars, deepen the reform of national 

defense and the armed forces in an all-round way, build a modern system of military forces with Chinese 

characteristics, and constantly enhance 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 strategic requirement of mobile operations and multi-dimensional offense and defense, the 

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

building small, multi-functional and modular units, the PLAA will adapt 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, multi-dimensional, trans-theater, multi-

functional and 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, multi-functional and efficient marine combat 

force structure. The PLAN will enhance its capabilities for strategic deterrence and counterattack, maritime 

maneuvers, joint operations at sea, comprehensive defense and comprehensive support. 

In line with the strategic requirement of building air-space capabilities and conducting offensive and 

defensive operations, the PLA Air Force (PLAAF) will endeavor to shift its focus from territorial air defense 

to both defense and offense, and build an air-space 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 countermeasures, 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, the PLA Second Artillery Force (PLASAF) will strive to transform itself 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 structure featuring a combination of both nuclear and conventional capabilities. The 

PLASAF will strengthen its capabilities for strategic deterrence and nuclear counterattack, and medium- and 

long-range precision strikes.  

In line with the strategic requirement of performing multiple functions and effectively maintaining social 

stability, the PAPF will continue to develop its forces for guard and security, contingency response, stability 

maintenance, counter-terrorism operations, emergency rescue and 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 diversified tasks 

centering on 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 land outweighs 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 with 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, so as to provide strategic 

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 of outer 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 dynamics of 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. 

Cyberspace has become a new pillar of economic and social development, 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 defense, support 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 force is a strategic cornerstone for safeguarding national sovereignty and security. China has 

always pursued the policy of no first use of nuclear weapons and adhered to a self-defensive nuclear strategy 

that is defensive in nature. China will unconditionally not use or threaten to use nuclear weapons against non-

nuclear-weapon states or in nuclear-weapon-free 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 

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 using or threatening 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 reinforce and improve 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 levels, make 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 CMC at all times and under all 

conditions, and consistently retain the nature and purpose of the 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 of 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 winning modern 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 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 can effectively 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 human resources. They will deepen the reform of 

military educational institutions and improve the triad training system for new-type 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 informationized warfare.  

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 develop theories and practice in relation to running the armed forces in accordance 

with the law, establish a well-knit 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 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 requirement 

of winning future wars.  

Improving strategic management. It 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 to demand-based planning and plan-based 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 strategic resources, strengthen the in-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 Civil-Military Integration (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, expanding the scope and elevating the level of the integration, so as to endeavor to 

bring into place an all-element, multi-domain and cost-efficient 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 technological areas 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. 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 as surveying and 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 necessary to establish a mechanism for CMI 

development, featuring unified leadership, military-civilian 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 the military and 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 military-civilian coordinated 

development, so as to form a pattern featuring overall military-civilian 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 joint civil-military 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 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 forces. The 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.
  

Chinaôs View of Its Strategic Position Relative to the United States  

At the same time, the 2015 Chinese White Paper focuses on a key underlying reality. Whether or 

not China openly declares the full range of motives behind its military development, every aspect 

of Chinaôs strategy, the changes in its forces, and its military modernization is related to Chinaôs 

view that China must pursue its interest in a troubled region, that it must be ready for conflict, and  

US is both a potential partner in some forms of military cooperation and a major competitor for 

strategic influence and a potential future threat.   

Profound changes are taking place in the international situation, as manifested in the historic changes in the 

balance of power, global governance structure, Asia-Pacific geostrategic landscape, and international 

competition in the economic, scientific and technological, and military fields. The forces 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 politics and neo-interventionism. 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 territorial disputes, are complex and volatile. Small-scale 

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 and risk-resistance 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 as increasing external impediments and challenges. Subsistence and 

development security concerns, as well as traditional and non-traditional 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 the Asia-Pacific region, 

the US carries on its "rebalancing" strategy and enhances its military presence and its military alliances in 

this region. Japan is sparing no effort to dodge the post-war 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 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 South China Sea affairs; a tiny few 

maintain constant close-in 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 issue bears on China's reunification and long-term development, and reunification is an 

inevitable trend in the course of national rejuvenation. In recent years, cross-Taiwan 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 cross-Straits relations. Further, China faces a formidable task to maintain 

political 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. Besides, anti-China 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 national security is more vulnerable to 

international 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 abroad, has become an imminent issue.  

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

stealthy and unmanned weapons and equipment are becoming increasingly sophisticated. 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 security strategies 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 political and military landscapes, but also posed new 

and severe challenges to China's military security. 

é The strategic concept of active defense is the essence of the CPC's military strategic thought. From the 

long-term practice of revolutionary wars, the people'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 defense, self-defense and post-emptive 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 strategic 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 winning local 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 winning local wars 

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 

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 enhance military strategic guidance as the times so require. They will further 

broaden strategic vision, update strategic thinking and make strategic guidance more forward-looking. A 

holistic approach will be taken to balance war preparation and war prevention, rights 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 manage 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 security situation, 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, and firmly 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 security threats 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 I fight my way." Integrated combat forces will be employed to 

prevail in system-vs-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 they shoulder, 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. Threats from such new security 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 interests, 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:  

¶ To be subordinate to and in the service of the national strategic goal, implement the holistic view of 

national security, strengthen PMS, prevent crises, deter and win wars;  

¶ To foster a strategic posture favorable to China's peaceful development, adhere to the national 

defense policy that is defensive in nature, persevere in close coordination of political, military, 

economic and diplomatic work, and positively cope with comprehensive security threats the country 

possibly encounters;  

¶ 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;  

¶ To endeavor to seize the strategic initiative in military struggle, proactively plan for military struggle 

in all directions and domains, and grasp the opportunities to accelerate military building, reform and 

development;  

¶ To employ strategies and tactics featuring flexibility and mobility, give full play to the overall 

effectiveness of joint operations, concentrate superior forces, and make integrated use of all 

operational means and methods;  

¶ 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 so as to ensure proper responses to such scenarios 

with ease at any time and in any circumstances;  

¶ 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 spirit, enforce 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;  

¶ 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 mobilization from human resources 

to science and technology; and  

¶ 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. 

éPreparation for military struggle (PMS) is a basic military practice and an important guarantee for 

safeguarding peace, containing crises and winning wars. To expand and intensify PMS, China's armed forces 

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 deterrence and warfighting.  
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Enhancing capabilities for system-vs-system operations based on information systems. China's armed forces 

will quicken their steps to transform the generating mode of combat effectiveness, work to use information 

systems to integrate 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 independently and in coordination. China's armed forces 

will endeavor to address the pressing problems constraining the capabilities for system-vs-system operations. 

They will make further exploration and more efficient utilization of information resources, strengthen the 

building of the systems of reconnaissance, early-warning and command and control, develop medium- and 

long-range precision strike capabilities, and improve the comprehensive support systems. In accordance with 

the requirement of being authoritative, streamlined, agile and efficient, they will strive to establish and 

improve the CMC command organ and theater-level command systems for joint operations.  

Pushing ahead with PMS in all directions and domains. Due to its complex geostrategic environment, China 

faces various threats and challenges in all its strategic directions and security domains. Therefore, PMS must 

be carried out in a well-planned, prioritized, comprehensive and coordinated way, so as to maintain the 

balance and stability of the overall strategic 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 armed conflicts 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 combat 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 readiness system with inter-connected 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 a military presence in relevant sea areas. The PLAAF will continue to observe the principles of 

applicability in peacetime and wartime, all-dimensional response and full territorial reach, and maintain 

vigilant and efficient combat readiness. The PLASAF will continue 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 action-ready, it will prefect the integrated, functional, agile and efficient operational 

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 large-scale comprehensive training bases in an effort to provide 

real-combat environments for training. The PLA will continue to conduct live-setting training, IT-based 

simulated training, and face-on-face confrontation training in line with real-combat criteria, and strengthen 

command post training and joint and combined training. It will intensify training in complex electro-magnetic 

environments, complex and unfamiliar terrains, and complex weather conditions. It will also set up a training 

supervision and inspection system, so as to incorporate real-combat requirements into training. 

Pursuing a security concept featuring common, comprehensive, cooperative and sustainable security, China's 

armed forces will continue to develop military-to-military relations that are non-aligned, non-confrontational 

and not directed against any third party. They will strive to establish fair and effective collective security 

mechanisms and military confidence-building measures (CBMs), expand military and security cooperation, 

and create a security environment favorable to China's peaceful development.  

Developing all-round military-to-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, diverse and sustainable 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 major-country relations between 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 spirit forces 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 participate in multilateral dialogues and cooperation mechanisms such 

as the ASEAN Defense Ministers' Meeting Plus (ADMM+), ASEAN Regional Forum (ARF), Shangri-La 

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 assessment of Chinaôs strategy and forces must recognize that Chinese 

developments focus on the US as a key strategic competitor, and do so both in terms of the forces 

the US can deploy and US ties to regional strategic partners.  

Putting China in Perspective: Americaôs Developing 

Strategy in Asia 

At the same time, Chinaôs modernization efforts have scarcely gone unnoticed by the U.S. and 

other states. The Executive Summary of the DoDôs 2015 Annual Report to Congress on the 

Military and Security Developments Involving the Peopleôs Republic of China, the U.S. 

Department of Defense (DoD) stated that ñChina views modernization of the Peopleôs Liberation 

Army (PLA) as essential to achieving great power status and what Chinese President Xi Jinping 

calls the óChina Dreamô of national rejuvenation.ò  

The U.S. report summarized Chinaôs military modernization as follows: 4 

Chinaôs military modernization has the potential to reduce core U.S. military technological advantages. 

Chinaôs officially-disclosed military budget grew at an average of 9.5 percent per year in inflation-adjusted 

terms from 2005 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 third-party ðincluding U.S.ðintervention during a crisis or conflict. 

During 2014, the PLA continued to improve its capabilities for theater contingencies, including: cruise 

missiles; short- and medium-range ballistic missiles; high performance aircraft; integrated air defense; 

information operations; and amphibious and airborne assault. The PLA is developing and testing new 

intermediate- and medium-range conventional ballistic missiles, as well as long range, land-attack, and anti-

ship cruise missiles that extend Chinaôs operational reach, attempting to push adversary forcesðincluding 

the United Statesðfarther from potential regional conflicts.  

China is also focusing on counter-space, 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 infrastructure at its outposts in the Spratly Islands. China will be able to use 

them as persistent civil-military bases of operation to enhance its presence significantly in disputed areas.
  

The U.S. Shift to ñRebalancingò to Asia in 2012 

There was nothing new about such statements, however, or the fact that U.S. saw both 

opportunities and risks in its military relations with China. The US had begun to react to Chinaôs 

growing strength more than decade earlier. It had also announced a major shift in its strategy that 

called for the to rebalance its forces to Asia in a document called Sustaining US Global Leadership: 

Priorities for 21st Century Defense that the Department of Defense issued on January 5, 2012.5 
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This document ï and all of the US official strategy documents that have followed ï the document 

never referred to a ñpivotò to Asia and gave the Middle East the same strategic priority as Asia. It 

did, however, address Chinaôs military build-up as a key factor behind this ñrebalancingò of U.S. 

forces: 6 

U.S. economic and 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.S. military will continue to contribute to security 

globally, we will of necessity rebalance toward the Asia-Pacific region. Our relationships with Asian allies 

and key partners are critical to the future stability and growth of the region. We will emphasize our existing 

alliances, which provide a vital foundation for Asia-Pacific security. We will also expand our networks of 

cooperation with emerging partners throughout the Asia-Pacific to ensure collective capability and capacity 

for securing common interests. The United States is also investing in a long-term 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 Korean Peninsula 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, and of U.S. influence in this dynamic region 

will depend in part on an underlying balance of military capability and presence. Over the long term, Chinaôs 

emergence as a regional power will have the potential to affect the U.S. economy and our security in a variety 

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 growth of Chinaôs military power must be accompanied by 

greater clarity of its strategic intentions 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 international law. Working closely with our 

network of allies and partners, we will continue to promote a rules-based international order that ensures 

underlying stability and encourages the peaceful rise of new powers, economic dynamism, and constructive 

defense cooperation. 

Secretary of Defense Panettaôs Summary of U.S. Views of China at the 

Shangri-La Dialogue in 2012 

Then US Secretary of Defense Leon Panetta updated the U.S. view of Chinese military 

developments in more detail in a speech to the Shangri-La Security Dialogue in Singapore on 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 purpose of 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 Asia-Pacific region, and how the United States military supports that goal 

by rebalancing towards this region. 

é Americaôs fate is inexorably linked with this region. This reality has guided more than six decades of U.S. 

military presence and partnership in this region -- a 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 21st century, the United States recognizes that our prosperity and our security depend 

even more on the Asia-Pacific region. After all, this region is home to some of the worldôs fastest growing 

economies: China, India, and Indonesia to mention a few. At the same time, Asia-Pacific contains the worldôs 

largest populations, and the worldôs largest militaries. Defense spending in Asia is projected by this institute, 

the IISS, to surpass that of Europe this year, and there is no doubt that it will continue to increase 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 not as 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 Asia-Pacific region. 

éAs we take existing alliances and partnerships in new directions, this rebalancing effort also places a 

premium on enhancing partnerships with Indonesia, Malaysia, India, and Vietnam, and New Zealand. In the 

coming days I will travel to Vietnam to advance bilateral defense cooperation, building off of the 

comprehensive memorandum of understanding that our two nations signed last year. From Vietnam, I will 

travel to India to affirm our interest in building a strong security relationship with a country I believe will 

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 to being able to develop a peaceful, prosperous, and 

secure Asia-Pacific in the 21st century. And I am looking forward to traveling there soon at the invitation of 

the Chinese government. Both of our nations recognize that the relationship -- this relationship between the 

United States and China is one of the most important in the world. We in the United States are clear-eyed 

about the challenges, make no mistake about it, but we also seek to grasp the opportunities that can come 

from closer cooperation and a closer relationship. 

Iôm personally committed to building a healthy, stable, reliable, and continuous mil-to-mil relationship with 

China. I had the opportunity to host Vice President Xi and later Defense Minister General Liang at the 

Pentagon in the effort to 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 military-to-military engagement plan for the rest of this year, 

and we will seek to deepen our partnership in humanitarian assistance, counter-drug, and 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. 

I know that many in the region and across the world are closely watching the United States-China 

relationship. Some view the increased emphasis by the United States on the Asia-Pacific region as some kind 

of challenge to China. I 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. Indeed, 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 improve cross-strait relations. We have an enduring interest in peace and stability across the Taiwan 

Strait. The United States remains firm in the adherence to a one-China policy based on the Three 

Communiqués and the Taiwan Relations Act. China also has a critical role to play in advancing security and 

prosperity by respecting the rules-based 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 role in global affairs.  

Another positive step towards furthering this rules-based order is Asiaôs deepening regional security 

architecture, which the United States strongly supports. Last October, I had the opportunity to be the first 

U.S. secretary of defense to meet privately 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 I strongly support the ASEAN decision to hold more frequent ADMM-Plus discussions 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 rules of the road 

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 a rules-based framework for 

regulating the conduct of parties in 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 restraint and for 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 freedom 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 Defense Hagelôs Summary at Shangri-La Dialogue in 2013 

His replacement, Secretary Chuck Hagel, gave a similar speech at the May 31, 2013 Shangri-La 

Forum:7 

é [T]he world is undergoing a time of historic transformation, and Asia is at the epicenter of that 

change.  The 21st 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 greater opportunities for people of all nations to 

have a voice in shaping their future.  

With this incredible promise come complications and challenges.  In Asia, we see a range of persistent and 

emerging threats, including: 

¶ North Koreaôs nuclear weapons and missile programs, and its continued provocations; 

¶ 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; 

¶ Environmental degradation; 

¶ Illicit  trafficking in people, weapons, drugs, and other dangerous materials ï including the 

proliferation of weapons of mass destruction; 

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

éBuilding a positive and constructive relationship with China is also an essential part of Americaôs rebalance 

to Asia.  The United States welcomes and supports a prosperous and successful China that contributes to 

regional and global problem solving.  To this end, the United States has consistently supported a role for 

China in regional and global economic and security institutions, such as the G20.  We encourage 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 

cross-Strait relations.  We have an enduring interest in peace and stability in the Taiwan Strait.  The United 

States remains firm in its adherence to a one-China policy based on the three joint U.S.-China communiques 

and the Taiwan Relations Act. 

While the U.S. and China will have our differences ï on human rights, Syria, and regional security issues in 

Asia ï the key is for these differences to be addressed on the basis of a continuous and respectful dialogue.  It 

also requires building trust and reducing the risk 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 military-to-military relationship.  I am pleased that the dialogue between our armed 

forces is steadily improving.  Over the course of the past year, positive developments include: 

¶ We hosted then-Vice President Xi Jinping at the Pentagon, and later hosted Chinaôs Minister of 

Defense;  

¶ Secretary Panetta, General Dempsey and Admiral Locklear led delegations to China; 
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¶ The first ever Chinese observation of the US-Philippine Balikitan exercise; 

¶ The first-ever joint counter-piracy exercise in the Gulf of Aden; 

¶ The U.S. invitation for China to participate in RIMPAC, the Pacificôs largest multilateral Naval 

exercise; 

¶ An agreement to co-host a Pacific Army Chiefs Conference with China for the first time;  

¶ Later this year, I look forward to welcoming the Minister of Defense to the Pentagon. 

While we are pleased to see this progress, it is important for both the United States and China to provide 

clarity and predictability about each otherôs current and future strategic intentions.  

Accordingly, China, the United States and all nations of the region have a responsibility to work together to 

ensure a vibrant regional security architecture that solves problems.  Americaôs bilateral relationships and 

Alliances will continue to underpin the regionôs security and prosperity, but multilateral institutions provide 

critical platforms and opportunities for countries to work together. 

éThe 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 

denuclearization of the Korean Peninsula.  The United States will not stand by while North Korea seeks to 

develop a nuclear-armed missile that can target the United States.  

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

from dangerous provocations, including significantly bolstering our missile defense throughout the 

Pacific.  No country should conduct ñbusiness as usualò with a North Korea that threatens its neighbors.  We 

are working closely with our ROK and Japanese allies to strengthen our posture and ability to respond to 

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

with China.  

Beyond the peninsula, the United States also remains concerned over the potential for dangerous 

miscalculations or crises posed by numerous 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 not 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 status quo.  We strongly 

believe that incidents and disputes should be settled in a manner 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 exercise restraint as they 

publicly pledged in 2002, and to seek peaceful means to resolve these incidents.  In that regard, we support 

the recent agreement between China and ASEAN to establish crisis hotlines to help manage maritime 

incidents.  The U.S. also welcomes efforts to start talks on a Code of Conduct for the South China Sea.  We 

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 the Sea Convention.  Such efforts should 

not hinder progress towards developing a binding Code of Conduct. 

Even as we seek to uphold principles in well-established areas, we must also recognize the need for common 

rules of the road in new domains.  

The U.S. and all nations 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 increasing.  In response, the United 

States is increasing investment in cyber security and we are deepening cyber cooperation with Allies in the 

region and across the globe.  Next week I will attend a meeting of NATO Defense Ministers devoted to cyber 

issues. 

We are also clear-eyed about the challenges in cyber.  The United States has expressed our concerns about 

the growing threat of cyber intrusions, some of which appear to be tied to the Chinese government and 

military.  As the worldôs two largest economies, the U.S. and China have many areas of common interest and 

concern, and the establishment of a cyber working group is a positive step in fostering U.S.-China 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 and its Asian-Pacific 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 that underpin them.  

The 2014 U.S. Quadrennial Defense Review  

The U.S. did place more emphasis on Chinaôs military modernization in the Quadrennial Defense 

Review it issued in March 2014: 8 

Powerful global forces are emerging. Shifting centers of gravity are empowering smaller countries and non-

state actors on the international stage. Global connections are multiplying and deepening, resulting in greater 

interaction between states, non-state entities, and private citizens. In a fundamentally globalized world, 

economic 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, which provides 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 groups in mobilizing 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 quickly than it has in the past and pursue more innovative 

approaches and partnerships in order to sustain its global leadership role. 

éRebalancing and sustaining our presence and posture abroad to better protect U.S. national security 

interests. In striving to achieve 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 the Asia-Pacific 

region, seeking to preserve peace and stability in a region that is increasingly central to U.S. political, 

economic, and security interests. Faced with North Koreaôs long-range missiles and WMD programs ï 

particularly its pursuit of nuclear weapons ïthe United States is committed to maintaining peace and security 

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

States will maintain a robust 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 assisting Afghan security forces. 

éThe United States has been a Pacific power for more than a century, with deep and enduring economic and 

security ties to the region. Particularly in the past six decades, the United States has helped ensure peace and 

prosperity in the Asia-Pacific region through our commitment to free and open commerce, promotion of a 

just international order, and maintenance of open access to shared domains. U.S. economic, security, and 

people-to-people ties with the region are strong and growing. 

éThe Asia-Pacific region is increasingly central to global commerce, politics, and security. Defense 

spending in this region continues to rise. As nations in the region continue to develop their military and 

security capabilities, there is greater risk that tensions over long-standing sovereignty disputes or claims to 

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

peace, stability, and prosperity. In particular, the rapid pace and comprehensive scope of Chinaôs military 

modernization continues, combined with a relative lack of transparency and openness from Chinaôs leaders 

regarding both military capabilities and intentions. 

A multilateral security architecture ï composed of groups such as the Association of South East Asian 

Nations (ASEAN) and regional actors collaborating on issues ranging from humanitarian assistance to 

maritime security to counterterrorism ï is 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 Indonesia, are taking on additional leadership roles to foster increased communication and 

shared understanding. 

As many Asia-Pacific countries seek to achieve greater prosperity, establish regional norms, and strive for a 

stable military balance, North Korea remains closed and authoritarian. North Koreaôs long-range missile and 
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weapons of mass destruction (WMD) programs ï particularly its pursuit of nuclear weapons in contravention 

of its international obligations ï constitutes a significant threat to peace and stability on the Korean Peninsula 

and in Northeast Asia and is a growing, direct threat to the United States. 

é In striving to achieve 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 the Asia-Pacific region, 

seeking to preserve peace and stability in a region that is increasingly central to U.S. political, economic, and 

security interests. Faced with North Koreaôs long-range missiles and WMD programs ï particularly its pursuit 

of nuclear weapons ï the United States is committed to maintaining peace and security on the Korean 

Peninsula. As part of our broader efforts for stability in the Asia-Pacific region, the United States will 

maintain a robust 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 assisting Afghan security forces. 

éU.S. interests remain inextricably linked to the peace and security of the Asia-Pacific region. The 

Department is committed to implementing the Presidentôs objective of rebalancing U.S. engagement toward 

this critical region. Our enduring commitment to peace and security in the Asia-Pacific 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 are enhancing and modernizing our defense 

relationships, posture, and capabilities across the region. 

The centerpiece of the Department of Defense commitment to the U.S. Governmentôs rebalance to the Asia-

Pacific region continues to be our efforts to modernize and enhance 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 forward-looking 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 enhancing our partnersô capacity to address growing regional challenges in areas such as missile 

defense, cyber security, space resilience, maritime security, and disaster relief.  

With China, the Department of Defense is building a sustained and substantive dialogue with the Peopleôs 

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 ways that improve regional peace and stability consistent with 

international norms and principles. 

Underpinning all of the Departmentôs engagements in the Asia-Pacific region is our commitment to key 

principles and values that are essential to regional peace and security. 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 exercises, as well as strengthening ASEANôs central role in 

the region through participation in institutions such as the ASEAN Defense Ministersô Meeting-Plus. 

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 will continue efforts 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 supports Indiaôs rise as an increasingly capable actor in the region, and we are deepening our strategic 

partnership, including through the Defense Trade and Technology Initiative.
 
 

Secretary Ashton Carterôs Speech in May 2015 

Growing tensions over air defense zones, the East China Sea, and South China Sea helped lead 

Secretary Hagelôs successor, Ashton Carter, to place more somewhat emphasis on competition 

with China when he spoke at the 2015 Shangri-La Dialogue. Secretary Carter did call for ña 

regional security architecture where everyone rises,ò and for cooperation with China. Yet, he also 
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focused on U.S. strategic partnerships and regional security arrangements in Asia, and was very 

specific about Chinaôs actions in the South China Sea:9 

Yet, one country has gone much further and much faster than any other.  And thatôs China. 

China has reclaimed over 2,000 acres, more than all other claimants combinedéand more than in the entire 

history of the region.  And China did so in only the last 18 months.  It is unclear how much farther China will 

go.  That is why this stretch of water has become the source of tension in the region and front-page news 

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 well as the potential for these activitieséto increase the risk of 

miscalculation or conflict among claimant states.  As a Pacific nation, a trading nation, and a member of the 

international community, the United States has every right to be involved and concerned.  But these are not 

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

also voiced the same concerns and raised questions about Chinaôs intentions in constructing these massive 

outposts. 

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

First, we want a peaceful resolution of all disputes.  To that end, there should be an immediate and lasting 

halt to land reclamation by all claimants.  We also oppose any further militarization of disputed features.  We 

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

is the time for renewed diplomacy, focused on a finding a lasting solution that protects the 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 this year.  And America will 

support the right of 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 overflight ï principles that have 

ensured security and prosperity in this region for decades.  There should be no mistake: the United States 

will fly, sail, and operate wherever international law allows, as U.S. forces do all over the world.  America, 

alongside its allies and partners in the regional architecture, will not be deterred from exercising these rights 

ï the rights of all nations.  After all, turning an underwater rock into an airfield simply does not afford the 

rights of sovereignty or permit restrictions on international air or 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 Asia-Pacificôs security architecture, and the regional consensus that favors 

diplomacy and opposes coercion.  These actions are spurring nations to respond together in new ways: in 

settings as varied as the East Asia Summit to the G-7, countries are speaking up for the importance of stability 

in the South China Sea.  Indonesia and the Philippines are putting aside maritime disputes and resolving their 

claims peacefully.  And in venues like ADMM-Plus 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.  Itôs important for the region to understand 

that America is gonna remain engagedécontinue to stand up for international law and universal 

principleséand help provide security and stability in the Asia-Pacific for decades to come.  

The South China Sea is just one issue we will face as the Asia-Pacific continues to rise and prosper.  There 

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

to ensure the peace and prosperityéthe region, and the opportunity to rise for all nations and all peopleéfor 

that to happen, we must do so together.  What the region needs instead, is an architecture where everyone 

rises and everybody wins. 

The 2015 Asia-Pacific Maritime Security Strategy 

U.S. strategy continues to evolve, although ï as Chapter Sixteen explores in depth --  the U.S. has 

still not shaped clear plans to actually implement t its concept of rebalancing its forces and strategic 

partnerships in Asia.  The  U.S. issued a new version of its Asia-Pacific 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 particular portion directed 

towards China restates the U.S. policy that ñThe Department will continue to fly, sail, and operate 

wherever international law allows.  

It outlines four major priorities for U.S. forces in the region:ò10 

First, we are strengthening our military capacity to ensure the United States can successfully deter conflict 

and coercion and respond decisively when needed. The Department is investing in new cutting-edge 

capabilities, deploying our finest maritime capabilities forward, and distributing these 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 partners from 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 continue to 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 and effective 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 Ministers Meeting Plus (ADMM-Plus), 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 candid and transparent discussion of maritime concerns. 

The report showed that DoD is also looking to increase military-to-military cooperation and 

transparency with China in the hopes of avoiding ñaccidents of miscalculationsò that could damage 

relations. U.S. officials also want China to cooperate in order to improve regional security:11 

Chinaôs rise as a political, economic, and military actor is a defining characteristic of the 21st century; and 

we have a broad, complex relationship that has both elements of cooperation and competition. As a result, 

our defense engagement strategy considers both elements. The Department pursues an objectives-based 

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 the capacity 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) that can reduce 

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 self-interests and avoid confrontation. 
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The Chinese Response  

China too has updated its view of the strategic choices between cooperation and competition. The 

Deputy Chief of the PLA General Staff Department, Admiral Sun Jianguo, responded very much 

in kind in his speech at the same Shangri-La Dialogue: 12 

Let me take this opportunity to illustrate Chinaôs policies, concepts, practices and proposals on safeguarding 

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 opportunities, common 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 witnessing in-depth development in multipolarisation 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 in 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 Xi further advocated that countries need to 

respect each other and treat each other as equals, seek win-win cooperation 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 common prosperity, and represents Chinaôs wisdom to 

work with the rest of the world to build a better home for mankind. 

China is committed to promoting win-win 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 

zero-sum game with mutual benefits 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 expansion or the zero-sum mentality 

of the Cold War. Cooperation for win-win 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 interests and defuse 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 common, comprehensive, cooperative and sustainable security and the building of a path 

towards security that is shared by and win-win to all. In todayôs world, security means much more than before 

and its implications go well beyond a single region or time frame and all kinds 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 tackle traditional and non-traditional 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 imaginary enemies 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 principles in 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 countries. China 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. 

II. 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 and played 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 the missions under the UN 

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

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

to South Sudan. China is 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 6,000 ships of which 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 Syriaôs chemical weapons for destruction in 2014. 

Second, promote humanitarian spirit and actively 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 to the typhoon 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 assistance. Not 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 Chinese military 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 the rest of the 

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 the CUES 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 4th ARF disaster 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 training 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. 

China is actively advancing the steady development of the new model of military-to-military relationship 

with the United States, enriching the security connotation of China-Russia comprehensive strategic and 

cooperative partnership, building up a closer China-ASEAN Community of Shared Destiny, taking the 

initiative to launch China-ASEAN Defence Ministerôs informal meetings, establishing defence and security 

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 Ministersô Meeting Plus. 

Fifth, safeguard regional peace and stability and properly handle disputes over territorial sovereignty and 

maritime rights and interests. 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, and established 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 exercised enormous 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 navigation 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 stationed there. Apart from meeting the 

necessary defence needs, it is more geared to better perform Chinaôs international responsibilities and 

obligations regarding maritime search and rescue, disaster prevention and relief, maritime scientific research, 

meteorological 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 on the Huayang 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 obligations China assumes in the South 

China Sea.  

I want to reaffirm that these construction projects fall well within the scope of Chinaôs sovereignty and are 

legitimate, justified and reasonable. They do not target any other countries or affect the freedom of 

navigation. There are no changes in Chinaôs claims in the South China Sea, no changes in Chinaôs position 

on peaceful resolution of the relevant disputes through negotiation and consultation, no changes in Chinaôs 

will to safeguard the freedom and safety of navigation in the South China Sea, and no changes in Chinaôs 

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 and cooperation. 

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 

worldôs second largest economy since 2010 in aggregate terms. However, with a total population of over 1.3 

billion, Chinaôs per capita GDP ranks around the 90th place in the world, and China is still the largest 

developing country in the world. Chinaôs water, oil and gas resources in per capita terms are only about 25%, 

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 disabilities in China.  

According to World Bank standards, there are still over 200 million people living under the poverty line in 

China. Whatôs more, China is under huge pressure when it comes to treatment of environmental pollution 

and ecological protection. These difficulties 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 need, and this demonstrates the earnest effort 

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

III. 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 stability. Here, I 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 resolutely prevented. 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 interests, unswervingly 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 history as a mirror, and make joint efforts to safeguard the post-war international 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 peace and happiness. 
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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 for the 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 affairs 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 standards and making irresponsible remarks based on oneôs 

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 countries should have 

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 of dialogue 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 and consensus building 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 existing regional security cooperation mechanisms, such 

as the Shanghai Cooperation Organization, the Conference on Interaction and Confidence-Building Measures 

in Asia, the ASEAN Regional Forum, and ASEAN Defence Ministers' Meeting Plus, so as to provide 

guarantee for enduring 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 mechanism. Currently, 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 take on 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 possess and 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 steps to gradually improve their security 

environment and play a role corresponding to their strength in promoting international security. 

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

power cannot guarantee security. Only through win-win cooperation can we do big and good things which 

can last in the long run. China proposes the ñBelt and Roadò initiative, and is in the process of establishing 

the Asian Infrastructure Investment Bank, and all of these will bring tangible benefits to countries in the 

region. In October this year, China will host the China-ASEAN Defence Ministersô Special Meeting and the 

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 of win-win and all-win 

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

stability.
 
 

Competition and Cooperation 

The chapters 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, counterterrorism, checking violent Islamic 

extremism, and maintaining stability in Central and South Asia. 

Some degree of tension between China and the U.S. is inevitable as China continues to emerge as 

a major new global power in a world where the U.S. has been the preeminent power since the 
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collapse of the former Soviet Union. And, if Chinaôs military development has led to a major US 

strategic reaction, the U.S. is scarcely alone in this regard. The following chapters show that 

regional powers like Japan, South Korea, the states of Southeast Asia, and Taiwan also see Chinese 

military power as a possible threat ï albeit for a wide variety of different reasons. 

There is, however, a broader strategic context. Chinaôs growing military power is the product of 

Chinaôs even greater rise as a global economic power. This is a rise that has not only brought 

immense benefits to China, but also created a new structure of global economic interdependence.  

Military competition or cooperation between China and the U.S. must be seen from a grand 

strategic perspective in a world where geo-economics has superceded geopolitics as a dominant 

strategic interest.  

China, the U.S. and all of the Asian states 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.S., can offset the strategic cost of a clash, even if it does not 

escalate to a major conflict. Any major crisis or confrontation ï much less conflict ï that triggers 

an arms race between China and the U.S. is likely to be more costly than achieving some form of 

compromise and stability. Any major conflict would cost the ñwinnerò more than the victory is 

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 the military and traditional geopolitical values that are the natural focus of national 

security strategy. The differences in each countryôs political systems, and some aspects of Chinaôs 

military development make this difficult.  The U.S. is forced into a high level of transparency by 

its political system ï although not necessarily into a high level of predictability. As the following 

chapters show, Chinaôs political system often allows it to avoid a similar level of transparency; 

China sometimes deliberately obscures the details of its strategy, force plans, and modernization 

efforts.  

Chinaôs military buildup to some extent reflects the legacy of Chinaôs history since the Opium 

Wars. Over the last two centuries, China has had scarce reason to trust outside states and few 

nations have suffered as much as China did between the 1930 and 1949.  Some Chinese strategists 

and military analysts believe that the ability to conceal Chinaôs efforts helps secure its emergence 

as a major military power, quoting Sun Tzu to defend this position.  

The fact is, however, that China has now emerged as a major military power. Todayôs challenges 

for China, the U.S., and other Asian states is to create a new and stable structure of regional military 

relationships based on mutual dialogue, transparency, understanding, and compromise. While 

China and the U.S. are just two of the actors involved, they are by far the largest in military terms 

and will set the tone for future cooperation. They both need to remember that their economic 

cooperation 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 affairs. They share common strategic interests in 

maintaining regional stability, protecting global trade routes, and fighting extremism and 

terrorism. The stability of the Persian Gulf is critical both to Chinaôs energy supply and Asiaôs 

ability to provide a flow 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 chapters concerning Northeast Asia, Taiwan, 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 time, China and the U.S. face two ñwild cardsò that they will have to find ways to 

address. The first is the impact of Russiaôs actions in the Ukraine on the security and stability of 

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 forcing the US 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 much backing it wants to give to North Korea, a power 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 and its effect on the security of 

energy exports. US withdrawal from Afghanistan and the hope of ending any military involvement 

in the Middle East now seem likely to be replaced with some form of lasting presence in the Gulf, 

involving low level combat by US forces in Iraq, due to a terrorist threat that ranges from the 

Philippines to Morocco. The future of China and U.S. strategic cooperation or competition outside 

Northeast Asia, the East China Sea, and South China Sea is an issue where neither power has yet 

chosen 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 cooperation. Much of the analysis that follows 

shows that their focus now seems to be increasingly on competition, even if their rhetoric still 

stress cooperation.  China also still seems to be driven by fears of US efforts to limit and ñcontainò 

it -- a sentiment expressed by Chinese Ministry of Defense Chang in a recent dialogue with former 

Secretary Hagel.13 The U.S. in turn, sometimes seems to focus on worst cases when it should be 

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 secrets.14 Chinese 

and U.S. officials worked on a framework for cooperation before Xiôs first visit to the U.S. Despite 

the agreement, it remains to be seen what concrete actions will be taken by both sides. Xi continued 

denying that the Chinese government was involved in any cyber espionage of U.S. companies and 

emphasized that China was also a victim.  
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CHAPTER 2: ASSESSING CHINAôS ARMED 

FORCES 

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

two decades that has produced the force structure summarized in Figures 1.1 - 1.4.  As the 

following chapters will  show, however, these figures only tell a small part of the story and Chinaôs 

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 the 18th National Congress of the Communist Party 

of China in November 2012, Chinaôs leaders stated that the country was undergoing a period of 

strategic opportunity through 2020, and they publically focused on domestic development in the 

context of a relatively peaceful international order.  

In general, however, it seems that Chinaôs new leader, Xi Jinping, is concentrating more on great 

power diplomacy than his predecessor, Hu Jintao, although China is concentrating on both civil 

and military development. 15 Xi Jinping quickly began establishing himself as a strong military 

leader, going on high-profile visits to Navy, Air Force, Army, and Second Artillery facilities 

during his first 100 days in office.  

He also launched a campaign to enhance the armed forcesô ability to ñfight and win wars,ò through 

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 the South China Sea.16 Likewise Chinaôs 2015 military strategy 

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

and protect its economic and strategic interests abroad. 

At the same time, this analysis has already shown that Chinaôs national defense white papers do 

provide insights into Chinaôs actions and strategy. They set the stage for understanding the pace 

of Chinese military development and modernization, and the extent to which Chinaôs public 

strategy actually shapes its actions and force development. 
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Figure 1.1: Peopleôs Liberation Army: Total Personnel 

 

Source: IISS, Military Balance 2015, p. 237 adapted by Anthony H. Cordesman and Steve Colley at the Center for 

Strategic and International Studies.    

 

Figure 1.2: Selected PLA Army Equipment Holdings 

 

Source: IISS, Military Balance 2015, p. 238-239, adapted by Anthony H. Cordesman and Steve Colley at the Center 

for Strategic and International Studies.    
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Figure 1.3: Selected PLA Navy Equipment Holdings 

 

Source: IISS, Military Balance 2015, p. 239-241, adapted by Anthony H. Cordesman and Steve Colley at the Center 

for Strategic and International Studies.    

Figure 1.4: Selected PLA Air Force Equipment Holdings 

 

Source: IISS, Military Balance 2015, p. 242, adapted by Anthony H. Cordesman and Steve Colley at the Center for 

Strategic and International Studies.    
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Chinaôs Defense White Papers 

Chinaôs defense white papers are issued biennially by the Information Office of the State Council 

of the Peopleôs Republic of China. Three recent white papers -- Chinaôs National Defense in 2010, 

and The Diversified Employment of Chinaôs Armed Forces (2013), and Chinaôs Military Strategy 

(2015) - provide a detailed picture of Chinaôs public statements, the logic and drivers behind its 

military modernization program and Chinaôs strategic view of the world. 

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 show the recent evolution of Chinese 

thinking and effort.17  

The 2010 White Paper 

The 2010 White Paper sets the stage in describing the official Chinese view of its modern strategic 

environment. The 2010 White Paper emphasized both the search for stability and Chinaôs need to 

respond to a steadily more unstable global political and economic environment, as well as to 

growing military competition: 18 

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

economic globalization and a multi-polar 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 intensifying, 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 innovations 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 powers and 

developing countries. Prospects for world multi-polarization 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 

and 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 interdependence 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 national strength 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 of countries, 

outbreaks of unrest are frequently triggered off by political, economic, ethnic, or religious disputes. In 

general, world peace remains elusive. Deep-seated contradictions and structural problems behind the 

international financial crisis have not been 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 health concerns, and 

transnational crime are on the rise. Traditional security concerns blend with non-traditional ones and domestic 

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

mechanisms to respond effectively 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 developing 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 cyber operations 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 control, but prevention of the proliferation of 

weapons of mass destruction remains complex, there is still much to do to maintain and strengthen the 

international non-proliferation mechanism.
  

The 2013 White Paper 

China released another defense white paper on April 16, 2013. It was entitled The Diversified 

Employment of Chinaôs Armed Forces and differed from its predecessors in several key ways.  

One way was that the paper revealed the structure of each military branch ï in terms of numbers 

of troops and officers as well as 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 

expansions. Many details are examined in many of the following chapters of this report. 

Another was that the 2013 paper discussed Chinaôs view of itself and its place in the international 

arena, again emphasizing the PRCôs commitment to peaceful development: 19  

In today's world, peace and development are facing new opportunities and challenges. It is a historic 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 and strategic 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 does not interfere in the 

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 coordination, 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 armed forces which 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 

theoretical 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 the ways 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 PLAôs 2013 white paper also underscored Chinaôs adherence to the following principles and 

policies: 20 

¶ Safeguarding national sovereignty, security and territorial integrity, and supporting the country's 

peaceful development. 

¶ Aiming to win local wars under the conditions of informationization and expanding and intensifying 

military preparedness. 

¶ Formulating the concept of comprehensive security and effectively conducting military operations other 

than war (MOOTW). 

¶ Deepening security cooperation and fulfilling international obligations. 

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

China released its latest defense white paper, Chinaôs Military Strategy, in May 2015. It provided 

a broad view of Chinaôs strategic goals.  While it remained similar to previous defense white 

papers, it did mention various key observations of its military-to-military relationships with the 

major players of the region and outlined an emphasis on a posture of ñactive defenseò. 

The 2015 paper explained Chinaôs growing influence and its strategic interests, as well as some of 

the Chinese priorities that have caused concern on the part of the U.S. and various powers in the 

Asia-Pacific region. 21 

Preface 

The world today is undergoing unprecedented changes, and China is at a critical 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. 

China's 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 the 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 forces will remain 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 serving the national 

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 new changes 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 the modernization 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 

Chinese Dream of achieving the great rejuvenation of the Chinese nation. 

I. National Security Situation 

In today's world, the global trends toward multi-polarity and economic globalization are intensifying, and an 

information society is rapidly coming into being. Countries 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 manifested in the historic changes in the 

balance of power, global governance structure, Asia-Pacific geostrategic landscape, and international 

competition in the economic, scientific and technological, and military fields. The forces 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 politics and neo-interventionism. 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 territorial disputes, are complex and volatile. Small-scale 

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 and risk-resistance 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 
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complex security threats, as well as increasing external impediments and challenges. Subsistence and 

development security concerns, as well as traditional and non-traditional 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 the Asia-Pacific region, 

the US carries on its "rebalancing" strategy and enhances its military presence and its military alliances in 

this region. Japan is sparing no effort to dodge the post-war 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 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 South China Sea affairs; a tiny few maintain constant 

close-in 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. 

The Taiwan issue bears on China's reunification and long-term development, and reunification is an 

inevitable trend in the course of national rejuvenation. In recent years, cross-Taiwan 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 cross-Straits relations. Further, China faces a formidable task to maintain 

political 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. Besides, anti-China 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 national security is more vulnerable to 

international 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 abroad, has become an imminent issue. 

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

stealthy and unmanned weapons and equipment are becoming increasingly sophisticated. 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 security strategies 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 political and military landscapes, but also posed new 

and severe challenges to China's military security.
 
 

Chinaôs 2015 white paper reiterated the PRCôs previous defense policies in seeking to secure China 

as a sovereign state and to further the cause of world peace. The PLA, however, also describes a 

ñnew situationò that called for the implementation of ña set of strategic concepts of active defenseò: 

22 

éadherence to the unity of strategic defense and operational and tactical offense; adherence to the principles 

of defense, self-defense and post-emptive 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 strategic 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 winning local wars in conditions of modern technology, 

particularly high technology, as the basic point in making preparation for military struggle (PMS). In 2004, 
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the guideline was further substantiated, and the basic point for PMS was modified to winning local wars 

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 

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 enhance military strategic guidance as the times so require. They will further 

broaden strategic vision, update strategic thinking and make strategic guidance more forward-looking. A 

holistic approach will be taken to balance war preparation and war prevention, rights 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 manage 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 security situation, 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, and firmly 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 security threats from different 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 I fight my way." Integrated combat forces will be employed to 

prevail in system-vs-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 region: 23  

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 they shoulder, 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. Threats from such new security 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 interests, 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: 

¶ To be subordinate to and in the service of the national strategic goal, implement the holistic view of 

national security, strengthen PMS, prevent crises, deter and win wars; 

¶ To foster a strategic posture favorable to China's peaceful development, adhere to the national defense 

policy that is defensive in nature, persevere in close coordination of political, military, economic and 

diplomatic work, and positively cope with comprehensive security threats the country possibly 

encounters; 

¶ 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; 

¶ To endeavor to seize the strategic initiative in military struggle, proactively plan for military struggle in 

all directions and domains, and grasp the opportunities to accelerate military building, reform and 

development; 
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¶ To employ strategies and tactics featuring flexibility and mobility, give full play to the overall 

effectiveness of joint operations, concentrate superior forces, and make integrated use of all operational 

means and methods; 

¶ 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 so as to ensure proper responses to such scenarios with ease at 

any time and in any circumstances; 

¶ 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 spirit, enforce 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; 

¶ 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 mobilization from human resources to science and 

technology; and 

¶ 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 Chinaôs Strategy and 

Forces 

The U.S. view of Chinaôs strategy and military development has changed in accordance with 

Chinaôs defense white papers and U.S. assessments of the changes in Chinaôs forces and Chinese 

actions.  Many sections from the 2014 and 2015 versions of the DoDôs Military and Security 

Developments Involving the Peopleôs Republic of China report are virtually identical with the same 

wording.  However, there are sections that differ in phrasing and substance. These differences are 

highlighted for clarity in the following section.  

The U.S. View of Chinese Strategy 

The 2014 and 2015 editions similarly summarized the recent trends in Chinaôs strategy, military 

efforts, and force posture as depicted from this excerpt of the 2015 white paper:24 

Since 2002, Chinaôs leaders ð including current President Xi Jinping ð have characterized the initial two 

decades of the 21st century as a ñperiod of strategic opportunity.ò They assess that during this time, 

international conditions will be conducive to domestic development and expanding Chinaôs ñcomprehensive 

national power,ò a term that encapsulates all elements of State power including economic capacity, military 

might, and diplomacy. Chinaôs leaders anticipate that a successful expansion of comprehensive national 

power will serve the Chinese Communist Partyôs overriding strategic objectives, which include: (pg. 21) 

¶ Perpetuating Chinese Communist Party (CCP) rule;  

¶ Sustaining economic growth and development;  

¶ Maintaining domestic political stability;  

¶ Defending national sovereignty and territorial integrity; and  

¶ Securing Chinaôs status as a great power and, ultimately, reacquiring 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 decade, Chinaôs leaders have continued to reiterate the importance of this ñperiodò 

to achieving these key strategic objectives and are seeking to prolong it.  

Chinaôs leaders routinely emphasize the goal of reaching critical economic and military benchmarks by 2020. 

These benchmarks include successfully restructuring the economy to maintain growth and increase the 

quality of life of Chinaôs citizens to promote stability; making major progress in military modernization; and 

attaining the capability to fight and win potential regional conflicts, including those related to 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 a modern military is necessary for China to achieve great power status. These 

statements also indicate that Chinaôs leadership views a modern military as a critical deterrent to prevent 

actions by outside powers that could damage Chinaôs interests, or allow China to defend itself against such 

actions, should deterrence fail. 

Chinaôs approach to international relations seeks to strengthen its economy, modernize the military, and 

solidify the CPCôs hold on power. These national aspirations are reiterated in Xi Jinpingôs ñChina Dreamò 

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 underscored Chinaôs goals of establishing a prosperous and 

powerful nation, thereby achieving a ñgreat revival of the Chinese people.ò (pg. 21-22) 

China continues to regard stable relations with the United States and Chinaôs neighbors as key to its 

development. China sees the U.S. as the dominant regional and global actor with the greatest potential to 

both support and, potentially, disrupt Chinaôs rise. Top Chinese leaders, including President Xi Jinping, 

continued to advocate for a ñnew type of major power relationsò with the United States throughout 2014. 

Chinaôs ñnew typeò of relations concept urges a cooperative U.S.-China partnership based on equality, mutual 

respect, and mutual benefit. The framework also reflects Chinaôs aspirations to be regarded as a great power, 

emphasizing conflict avoidance to sustain its ñpeaceful rise.ò As a subset of the broader relationship, the PLA 

in 2014 also promoted a ñnew typeò of bilateral military relations. 

China remains concerned that if regional States come to view China primarily as a threat, they may act to 

balance against China, potentially with 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 developing country engaged in a peaceful development 

strategy, Chinaôs efforts to defend and advance its concept of national sovereignty and territorial integrity ð 

underpinned by growing economic and military capabilities ð have manifested in more forceful rhetoric and 

confrontational behavior. Prominent examples of this include Chinaôs attempts to block resupply missions to 

the Philippine outpost at Second Thomas Shoal, its deployment of a deep water hydrocarbon rig to waters 

disputed with Vietnam, its use of punitive trade policies as instruments of coercion, and its actions to pressure 

Japan in the East China Sea. Chinaôs lack of transparency surrounding its growing military capabilities and 

strategic decision-making has also increased concerns in the region about Chinaôs intentions. Absent greater 

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 Chinese strategy that had an impact on US power 

projection capabilities as well as on regional deterrence.  The following section from the 2014 

edition is similar to the 2015 report: 25   

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

develop measures to deter or counter third-party intervention, particularly by the United States. Chinaôs 

approach to dealing with this challenge is manifested in a sustained effort to develop the capability to attack, 

at long ranges, military forces that might deploy to or operate in the western Pacific, which the Department 

of Defense characterizes as ñanti-access and area denialò (A2/AD) capabilities. China is pursuing a variety 

of air, sea, undersea, space and counterspace, and information warfare systems and operational concepts to 

achieve this capability, moving toward an array of overlapping, multilayered offensive capabilities extending 

from Chinaôs coast into the western Pacific. (pg. 30) 

An essential element, if not a fundamental prerequisite, of Chinaôs emerging A2/AD regime is the ability to 
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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, sometimes termed ñinformation blockadeò or 

ñinformation dominance,ò and to seize the initiative and gain an information advantage in the early phases 

of a campaign to achieve air and sea superiority. China is improving information and operational security to 

protect its own information structures and is also developing electronic and information warfare capabilities, 

including denial and deception, to defeat those of its adversaries. Chinaôs ñinformation blockadeò likely 

envisions the use of military and non-military instruments of state power across the battlespace, including in 

cyberspace and outer space to deny information superiority to its adversaries. Chinaôs investments in 

advanced electronic warfare (EW) systems, counterspace weapons, and computer network operations (CNO) 

ï combined with propaganda and denial through opacity ï reflect the emphasis and priority Chinaôs leaders 

place on building capability for information advantage. (pg. 30-31) 

In more traditional domains, Chinaôs A2/AD focus appears oriented toward restricting or controlling access 

to Chinaôs periphery, including the western Pacific. The development of Chinaôs conventionally armed 

missiles has been rapid, even in the context of overall Chinese military modernization. As recently as ten 

years ago, several hundred short-range 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, China has more 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 air-launched cruise missiles. (pg. 31) 

Chinese missiles have also become far more accurate and are now better suited to strike regional air bases, 

logistics facilities, and other ground-based infrastructure, which Chinese military analysts have concluded 

are vulnerabilities in modern warfare. China is fielding an array of conventionally armed ballistic missiles, 

ground- and air-launched land-attack cruise missiles, special operations forces, and cyber warfare capabilities 

to hold such targets at risk throughout the region. (pg. 31) 

In a near-term conflict, PLA Navy operations would likely begin 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 submarines. As the PLA Navy gains 

experience and acquires larger numbers of more capable platforms, including those with long-range air 

defense, it will expand the depth of these operations further into the western Pacific. The PLA Navy may 

also develop a new capability for ship-based land-attack using cruise missiles. China views long-range 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 include conventional and nuclear-powered 

attack submarines (KILO SS, SONG SS, YUAN SSP, SHANG SSN), surface combatants (LUYANG III 

DDG [Type 052D], LUZHOU DDG [Type 051C], LUYANG I/II DDG [Type 052B/C], SOVREMENNY 

II -class DDG, JIANGKAI II FFG [Type 054A], JIANGDAO FFL [Type 056]), and maritime strike aircraft 

(FB-7A, H-6G and the Su-30MK2). (pg. 31) 

China would face several shortcomings in a near-term conflict, however. First, the PLAôs deep-water anti-

submarine warfare capability seems to lag behind its air and surface warfare 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. Chinese submarines do, 

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 information: 26  

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 possible third-party intervention during a large-

scale, theater campaign such as a Taiwan contingency. U.S. defense planners often refer to these collective 

Chinese capabilities as anti-access/area-denial (A2/AD), though China does not specifically refer to them 

using this term. Chinaôs military modernization plan includes the development of capabilities to attack, at 

very long ranges, adversary forces that might deploy or operate within the western Pacific in the air, maritime, 

space, electromagnetic, and information domains. As the PLA Academy of Military Science 2013 Science 

of Strategy states, ñwe cannot count on luck and must keep a foothold at the foundation of having ample war 
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preparations and powerful military capabilities of our own, rather than hold the assessment that the enemy 

will not come, intervene, or strike.ò
 
 

Disputes Over the Senkaku/Diaoyu Islands and South China Sea 

The 2014 section discussed the dispute over the Senkaku/Diaoyu islands are as follows: 27 

China claims sovereignty over the Senkaku Islands (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 islets from private 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 Senkaku Islands to challenge Japanôs ability to demonstrate exclusive 

administration. This includes regular Chinese maritime operations within 12 nautical miles (nm) of the 

islands. In September 2013, China published a white paper entitled, ñDiaoyu Dao, an óinherent territoryô of 

Chinaò and submitted information to the UN Commission on the Limits of the Continental Shelf regarding 

Chinaôs extended continental shelf in the East China Sea, including waters near the islands. In November 

2013, China announced the creation 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 claim that the islands are part of 

Chinaôs territory and that it will resolutely respond to any external provocation. During the November 10-

12, 2014, Asia-Pacific Economic Cooperation (APEC) Summit, President Xi held his first bilateral meeting 

with Japanese Prime Minister Abe and announced a four-point agreement to improve bilateral ties.  

The 2015 version places less emphasis on the Senkaku/Diaoyu islands, but because of the tensions 

raised by Chinaôs buildup and land reclamation in the South China Sea. It discusses these 

developments as follows: 28 

The South China Sea plays 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, 

including more than 80 percent of the crude oil to Japan, South Korea, and Taiwan. China claims sovereignty 

over the Spratly and Paracel Island groups and other land areas within its ñnine-dash lineò claimðclaims 

disputed in whole or part by Brunei, the Philippines, Malaysia, and Vietnam. 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 its protest to the 

UN Commission on the Limits of the Continental Shelf, China included its ambiguous ñnine-dash lineò map, 

while stating in a note verbale that it has ñindisputable sovereignty over the islands in the South China Sea 

and the adjacent waters and enjoys sovereign rights and jurisdiction over the relevant waters as well as the 

seabed and subsoil thereof.ò (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, China had 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 sites. Although 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 phase of development, 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 mainly for improving the 

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 Chinese-occupied 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 acres of land near the islandôs airstrip. According to regional press reporting, Taiwan 
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is building a $100-million port next to the airstrip that is designed to accommodate 3,000-ton naval frigates 

and coast guard cutters. (pg. 72)  

Relations Between China and India 

The 2014 and 2015 reports are almost identical in regards to the bilateral relations between China 

and India over their border dispute: 29 

Despite increases in China-India political and economic relations, tensions 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 Cooperation Agreement, 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 build-ups along the disputed territories, with the most 

recent incident occurring in September 2014 along the Line of Actual Control in Eastern Ladakh. The military 

stand-off lasted twelve days and coincided with President Xi Jinpingôs visit to India, the first of a Chinese 

President in nearly a decade, casting a shadow over the visit. (pg. 27)  

Counter-Space Strategies 

On the topic of Chinese counter-space strategies, both the 2014 and 2015 reports stated the 

following: 30  

PLA strategists regard the ability to use space-based systems ï and to deny adversaries access to space-based 

systems ï as central to enabling modern, ñinformationizedò warfare. Although PLA doctrine does not appear 

to address space operations as a unique operational ñcampaign,ò space operations form an integral component 

of other PLA campaigns and would serve a key role in enabling A2/AD operations. A PLA analysis of U.S. 

and coalition military operations reinforced the importance of operations in space to enable ñinformationizedò 

warfare, claiming that ñspace is the commanding point for the information battlefield.ò , PLA writings 

emphasize the necessity of ñdestroying, damaging, and interfering with the enemyôs reconnaissance ... and 

communications satellites,ò suggesting that such systems, as well as navigation and early warning satellites, 

could be among the targets of attacks designed to ñblind and deafen the enemy.ò The same PLA analysis of 

U.S. and coalition military operations also states that ñdestroying or capturing satellites and other sensors é 

will deprive an opponent of initiative on the battlefield and [make it difficult] for them to bring their precision 

guided weapons into full play. (pg. 32)  

The 2015 report went on to state: 31 

The PLA continues to strengthen its military space capabilities, which includes advances with the Beidou 

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 a real-time and accurate surveillance, 

reconnaissance, and warning system, and to enhance command and control in joint operations. 

On July 23, 2014, China conducted a non-destructive test of a missile designed to destroy satellites in low 

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

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 geosynchronous 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 geosynchronous 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 ñInformationizedò Military  

The 2014 and 2015 editions of the report added more details about Chinaôs intent in building an 

ñinformationizedò military: 32 
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Chinese military writings describe informationized warfare as an asymmetric way to weaken an adversaryôs 

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 complex electromagnetic 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 deception to augment counterspace and other 

kinetic operations during a wartime scenario to deny an adversaryôs attainment and use of information. 

ñSimultaneous and parallelò operations would involve strikes against U.S. warships, aircraft, and associated 

supply craft and the use of information attacks to impact tactical and operational communications and 

computer networks. These operations could have a significant impact upon an adversaryôs navigational and 

targeting radars. 

Cyber operations are a key component of informationization 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 employed to constrain an adversaryôs actions or slow response time by 

targeting network-based 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 consistent 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 warfare and offensive cyber 

operations in conflicts and advocate targeting adversary C2 and logistics networks to affect their ability to 

operate during the early stages of conflict. They portray the enemyôs C2 system as ñthe heart of information 

collection, control, and application on the battlefield. It is also the nerve center of the entire battlefield.
 
 

These developments are reshaping the structure and character of virtually every aspect of Chinaôs 

forces, making it a far more effective military power in terms of both conventional 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 Chinese view of the world bears striking 

similarities to the way in which Chinaôs neighbors, the US, and many Western nations presented 

their views of the security environment in the introduction.  
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Figure 1.5: East China Sea Air Defense Identification Zones 

 

Source: DoD, Report to Congress on Military and Security Developments Involving the Peopleôs 

Republic of China 2014, June 2013, p. 5. 

 

The Strategic Forces Driving Chinese Military 

Modernization 

As both Chinaôs white papers and the U.S. assessment of Chinaôs military power make clear, China 

has many reasons to modernize its security forces and expand their war-fighting 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 countries in Asia (counting 

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 terms of strategic 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 internal conflict. As a world economic power, Chinaôs 

sphere of interests spans the globe. Becoming a major world power creates strategic and military 

imperatives that generate a momentum of their own. In the last decade, the development of Chinaôs 

domestic and foreign policies have increased the countryôs involvement in international affairs. 

The rapid expansion of international trade, along with Chinaôs increased reliance on imported 

commodities and participation in multilateral policymaking institutions, has exposed 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. 

Chinaôs white papers also reflect a growing concern over the U.S. role in the Pacific and Chinaôs 

tensions with its neighbors.  China described its defense policy in 2010 as one that did not present 

a threat to any other state and upheld world peace and stability:33 

China pursues a national defense policy that is defensive in nature. In accordance with the Constitution of 

the People's Republic of China and other relevant laws, the armed forces of China undertake theé duty of 

resisting foreign aggression, defending the motherland, and safeguarding overall social stability and the 

peaceful labor 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 of a 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 to build a harmonious 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 Five Principles 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 strategy of "attacking 

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 that, ñthe United States is reinforcing its regional military alliances, and 

increasing its involvement in regional security affairs.ò34 The US also continues to sell weapons 

to Taiwan. The 2013 white paper implicitly criticized the increasing US presence in the Asia-

Pacific as well as highlighted the increasing complication of international relations: 35 

There are signs of increasing hegemonism, power politics and neo-interventionism. Local turmoils occur 

frequently. Hot-spot issues keep cropping up. Traditional and non-traditional security challenges interweave 

and interact. Competition is intensifying in the international military field. International security issues are 

growing noticeably more abrupt, interrelated and comprehensive. The Asia-Pacific region has become an 

increasingly significant stage for world economic development and strategic interaction between major 

powers. The US is adjusting its Asia-Pacific security strategy, and the regional landscape is undergoing 

profound changes. 

é. China still faces multiple and complicated security threats and challenges. The issues of subsistence and 

development security and the traditional and non-traditional threats to security are interwoven. Therefore, 

China has an arduous task to safeguard its national unification, territorial integrity and development interests. 

Some country has strengthened its Asia-Pacific military alliances, expanded its military presence in the 

region, and frequently makes the situation there tenser. On the issues concerning China's territorial 

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

or exacerbate the situationé. Major powers are vigorously developing new and more sophisticated military 

technologies so as to ensure that they can maintain strategic superiorities in international competition in such 

areas as outer space and cyber space.
 
 

In 2015, Chinaôs defense white paper stated that Chinaôs military faces a world in which 

ñChinaéstill faces multiple and complex security threats, as well as increasing external 

impediments and challengesò that threaten ñits national unification, territorial integrity and 

development interests.ò Moreover, Chinaôs internal concerns, ñthe óTaiwan independenceô 

separatist forces,ò ñóEast Turkistan independenceô separatist forcesò and ñóTibet independenceô 

separatist forcesò pose a threat to Chinaôs ñpolitical security and social stabilityò36. 
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Chinaôs white papers also show that China increasingly feels that the changes in military forces 

that some in the West call the ñRevolution in Military Affairs (RMA)ò are forcing China to face 

new strategic challenges and adapt to a rapidly changing military environment. In addition to 

ñfierceò military competition and the vigorous development of foreign military technology, China 

must contend with an expansion in the number of militarized domains.  

Several specific references are made in in Chinaôs 2015 white paper to developing Chinaôs armed 

forces to deal with this ñnew situationò: 37  

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 core security needs, 

aim at building an informationized military and winning informationized wars, deepen the reform of national 

defense and the armed forces in an all-round way, build a modern system of military forces with Chinese 

characteristics, and constantly enhance 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 strategic requirement of mobile operations and multi-dimensional offense and defense, the 

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

of building small, multi-functional and modular units, the PLAA will adapt 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, multi-dimensional, trans-theater, multi-

functional and 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, multi-functional and efficient marine combat 

force structure. The PLAN will enhance its capabilities for strategic deterrence and counterattack, maritime 

maneuvers, joint operations at sea, comprehensive defense and comprehensive support. 

In line with the strategic requirement of building air-space capabilities and conducting offensive and 

defensive operations, the PLA Air Force (PLAAF)  will endeavor to shift its focus from territorial air defense 

to both defense and offense, and build an air-space 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 countermeasures, 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, the PLA 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 the force structure featuring a combination of both nuclear and conventional capabilities. The 

PLASAF will strengthen its capabilities for strategic deterrence and nuclear counterattack, and medium- and 

long-range precision strikes. 

In line with the strategic requirement of performing multiple functions and effectively maintaining social 

stability, the PAPF will continue to develop its forces for guard and security, contingency response, stability 

maintenance, counter-terrorism operations, emergency rescue and 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 diversified tasks 

centering on 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 land outweighs sea must be abandoned, and great importance has to be attached to 
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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 commensurate with 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, so as to provide strategic 

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 of outer 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 dynamics of 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. 

Cyberspace has become a new pillar of economic and social development, 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 defense, support 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 force is a strategic cornerstone for safeguarding national sovereignty and security. China has 

always pursued the policy of no first use of nuclear weapons and adhered to a self-defensive nuclear strategy 

that is defensive in nature. China will unconditionally not use or threaten to use nuclear weapons against non-

nuclear-weapon states or in nuclear-weapon-free 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 

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 using or threatening 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 reinforce and improve 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 levels, make 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 CMC at all times and under all 

conditions, and consistently retain the nature and purpose of the people's armed forces. 

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 of 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 winning modern 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 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 can effectively 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 human resources. They will deepen the reform of 

military educational institutions and improve the triad training system for new-type military personnel - 
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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 informationized warfare. 

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 develop theories and practice in relation to running the armed forces in accordance 

with the law, establish a well-knit 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 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 

requirement of winning future wars. 

Improving strategic management. It 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 to demand-based planning and plan-based 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 strategic resources, strengthen the in-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 Civil-Military I 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, expanding the scope and elevating the level of the integration, so as to endeavor to 

bring into place an all-element, multi-domain and cost-efficient 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 technological areas 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. 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 as surveying and 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 necessary to establish a mechanism for CMI 

development, featuring unified leadership, military-civilian 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 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, and expedites legislation promoting military-civilian coordinated 

development, so as to form a pattern featuring overall military-civilian 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 joint civil-military 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 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 forces. The 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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ñDefensiveò Force Modernization and 

Transformation versus ñOffensiveò Force 

Modernization and Transformation 

While China characterizes its military transformation as defensive in nature, there is little practical 

difference between defensive force modernization and transformation and offensive force 

modernization and transformation. Like other modern military powers, China is transforming the 

strategy outlined in its recent whitepapers into procurement and force structure decisions that will 

shape its forces for years to come.  

At the same time, a host of internal and external factors could suddenly change the nature of PLA 

modernization. Even if China has no goals or ambitions beyond those stated in its defense white 

papers, events and crises can force difficult decisions on national leaders. For this reason, the 

following chapters focus on hard data rather than concepts, broad policy statements, and 

conflicting opinions. Much is known about the current state of Chinaôs armed forces and its future 

plans and arms purchases. Chinaôs holdings and deployment of major weapon systems, order of 

battle, arms trade, and internal security matters are knowable qualities, providing some insight into 

what Chinese military thinking. 

While there are many uncertainties open source intelligence, many sources such as government 

reports, yearbooks, white papers, and other official studies address Chinese security policy 

modernization. Sources like the International Institute for Strategic Studies (IISS) and IHS Janeôs 

also provide extensive unclassified data on Chinaôs force structure, and other sources also provide 

recent numbers on defense spending and weapons system procurement. Chinaôs policy of 

information on military matters does make such assessments difficult in some areas and leaves 

considerable uncertainty in others, but there is still a wide range of usable data that few experts 

question. 

Since this report focuses on putting Chinaôs strategy and military developments in a format that 

facilitates dialogue and transparency, it does not focus on the range of potentially unstated motives 

that might shape Chinaôs possible strategies unless they are addressed in the official commentary 

and analyses of other countries. It also does not make assumptions about whether Chinaôs military 

buildup constitutes a threat to the US or other Asian nations. 
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CHAPTER 3: UNDERLYIN G RESOURCES FOR 

CHINAôS SECURITY CAPABILITIES  
Chinaôs economic growth has underpinned the changes in its strategy and force structure, as well 

as its rapid rate of military modernization. At the same time, Chinaôs high rate of economic growth, 

the size of its gross domestic product (GDP), and its large population have made it a major force 

in the global economy.  

These economic underpinnings have given China the resources to become a major military power 

with increasingly advanced equipment and technology. If Chinaôs growth continues, its strong 

economic base, steadily more advanced mix of civil and military technology, and increasingly 

well-trained and educated workforce will both bolster Chinaôs prestige in the international system 

and lay the foundation for steady increases in Chinese military power. 

This makes the future stability and growth of Chinaôs economy a critical underlying factor in 

assessing its military power. Moreover, Chinaôs future role as a global power may well be defined 

more by its growing impact on the global economy. Chinaôs role as a major trading partner and 

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 in power projection capability.  

Is Becoming an Economic Superpower a Prelude to 

Becoming a Military Superpower? 

The long-term outlook of the Chinese economy is mixed. Figures 3.1 to 3.4 show IMF estimates 

of Chinaôs GDP growth relative to that of other major economies. The IMF estimates show that 

China has been on track to having the worldôs largest GDP when adjusted for purchasing power 

parity (PPP) terms, although its GDP in market terms lags behind its PPP GDP, and its per capita 

income remains limited.   

¶ Figure 3.1 ï shows a comparative rise in Chinaôs GDP with other regional powers. 

¶ Figure 3.2 ï demonstrates Chinaôs rise in per capita GDP compared to other regional powers. 

¶ Figure 3.3 ï depicts Chinaôs percent change in GDP growth compared to other regional powers. 

¶ Figure 3.4 ï shows Chinaôs rise on GDP based on PPP compared to other regional powers. 

¶ Figure 3.5 ï compares the US and Chinaôs defense spending as percent of GDP 

China has outpaced almost all other states in terms of sustained growth, including major potential 

rivals in the developing world like India. However, previous cases, such as Japan, indicate that 

economic growth slows as nations become more industrialized.  Chinaôs rate of growth also slowed 

from a past high of 11% to 7.4% in 2014, and seemed likely to drop below 7% in 2015. 

Chinaôs stock market crisis in the summer of 2015 is a sign that China is no more immune to 

economic cycles than other states, and China faces serious challenges that may hinder its economic 

growth. These challenges include: 

1. An aging population and demographic imbalances between men and women. Chinaôs 
working age population 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 an export-oriented economy to a consumption-based 

one 

3. Exposure to global economic factors (such as high volatility in the Eurozone) 

4. Competition from less developed nations with lower labor costs. 

5. Corruption and nepotism  

6. The dominance of often inefficient State Owned Enterprises 

7. State-driven 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 equal to some 30% 

of disposable income. Household Consumer spending is now only 35 percent of Chinaôs 

G.D.P. ð one of the lowest levels in the world. Chinaôs investment rate is nearly 50 percent 

of G.D.P. ð which is extremely high ï and the productivity of most such investment has 

become is poor to uncertain 

11. High levels of state debt, often driven by provincial and state sector borrowing. Chinaôs 

debt load rose from $7 trillion in 2007 to $28 trillion by mid-2014. It is now 282 percent 

of GDP, and larger than that of the 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 adequate regulation, 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.  

14. Chinaôs service sector has become a key engine of growth while the State has invested in 

industrial capacity and facilities in ways that may have produced at least serious near-term 

over capacity. For example, Chinese steel manufacturing capacity was 100 million tons in 

the 1990s. It is now is 1.1 billion tons, or roughly twice Chinese annual domestic demand 

for steel. This has had serious secondary 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 the recent commodity bubble burst, the price dropped to 

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 initial trends, trees do not grow to the sky. As Figures 3.1-3.4 

show, the rise in Chinaôs GDP has been relatively constant in the past, but its official growth rate 

has fallen to approximately 7% and some experts put the figure as low as 4%.  While Chinaôs 

performance is ñstill the envy of most countries,ò it is unclear what will happen in the future. China 

needs serious  structural reforms and better monetary policy to avoid limit the impact of problems 
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that could equal that of the problems that led to the collapse of Japanôs economic growth, and to 

achieve what President Xi Jinping calls a ñnew normalò sustainable growth rate.38 

Even if China can sustain its current growth, it will face financial limits on the development of its 

military power if it is to meet the growing needs and expectations of its people. Figure 3.5 shows 

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 has its limits.  

Chinaôs emerging economic power depends on Chinaôs relations with other states, and stable 

mutually beneficial trade relationships. It also depends on a stable domestic economy and 

transitioning to a consumption based economy. China may compete with other states for natural 

resources and trade but ï like the use of force ï there are limits on such competition. 
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Figure 3.1: IMF Estimate of Comparative Rise in Chinaôs GDP 

(nominal) ï Part One (Billions $USD in Current Dollars/Prices) 

  

 

IMF, World Economic Outlook Database, April 2015 Edition, accessed April 30, 2015. 

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

Colley at the Center for Strategic and International Studies.    
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Figure 3.1: IMF Estimate of Comparative Rise in Chinaôs GDP 

(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 April 30, 2015. 

http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/index.aspx, adapted by 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
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Figure 3.2: Chinaôs Rise in Per Capita GDP ï Part I (Current $USD)  

  

 

IMF, World Economic Outlook Database, April 2015 Edition, accessed April 30, 2015. 

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

Colley at the Center for Strategic and International Studies.    
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Figure 3.2: Chinaôs Rise in Per Capita GDP ï Part II  (Current $USD)  

 

  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, 2015. 

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

Colley at the Center for Strategic and International Studies.    
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Figure 3.3: Chinaôs GDP Growth - Part I (Percent Change in Constant 

Prices)  
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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.aspx adapted by Anthony H. Cordesman and Steve 

Colley at the Center for Strategic and International Studies.    

 

Figure 3.3: Chinaôs GDP Growth - Part II (Percent Change in 

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 2.81 

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 

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

Colley at the Center for Strategic and International Studies.    

 

 

 

Figure 3.4: Chinaôs Rise in GDP (PPP) ï Part I (Billions of Current 

International Dollars*) 
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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.aspx adapted by Anthony H. Cordesman and Steve 

Colley at the Center for Strategic and International Studies.    

*One international dollar has the same value as one US dollar in the US. In other words, one international dollar can 

buy a comparable amount of goods and services a US dollar would but in the US. The term ñinternational dollarò is 

used here because the IMF data uses this unit, not the US dollar. See: 

https://datahelpdesk.worldbank.org/knowledgebase/articles/114944-what-is-an-international-dollar.   
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Figure 3.4: Chinaôs Rise in GDP (PPP) ï Part II  (Billions of Current 

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.aspx adapted by 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
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Figure 3.5: China & USA Defense Spending as a Percentage of GDP 

 

Source: SIPRI, ñMilitary Expenditure Data, 1988-2014,ò accessed April 30, 2015. 

http://www.sipri.org/research/armaments/milex/milex_database   
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The Economic Trends Shaping Military Spending 

So far, China has not faced serious fiscal challenges in shaping its strategy and military 

modernization. China has recorded comparatively high GDP growth rates during the past two 

decades, although there are some indications that economic growth is slowing.  

Many governments increase military spending roughly proportionality to economic growth; while 

they may find strategic rationales for doing so, wealth seems to spur military spending in 

developing nations and emerging powers. Chinaôs levels of military expenditure has risen 

consistently compared to national income. 

In 2015 Chinaôs GDP stood at $11.2 trillion (based on the official exchange rate), while its 

purchasing power parity (PPP) GDP stood at an impressive $13.8 trillion.39  

Downward Economic Growth Trends but Stable Forecast  

In spite of a slight drop-off in its growth rate in recent years, most sources predict that Chinaôs 

economy will continue 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 recent downturn in the Chinese economy.   

In April 2015, the International Monetary Fund (IMF) predicted that Chinaôs growth would drop 

to 6.8% and inflation was forecasted to be 1.2% in 2015. However, according to the IMF, ñthe 

pace of fiscal consolidation is likely to be more gradual, reflecting reforms to strengthen social 

safety nets and the social security system announced as part of the Third Plenum reform agendaò 

and that ñmonetary policy will remain broadly unchanged from its current status, consistent with 

the authoritiesô announcement of maintaining stable economic growthò.40   

The IMFôs World Economic Outlook report for 2015 ï which was written before Chinaôs stock 

market crisis in mid-2015 -- explained the decline in Chinaôs growth as follows: 41 

Growth in China is expected to decline to 6.8 percent this year and 6.3 percent in 2016. These projections 

have been revised downward by ¼ and ½ percentage point, respectively, as previous excesses in real estate, 

credit, and investment continue to unwind. The Chinese authorities 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 reforms and 

lower oil and commodity prices are expected to expand consumer-oriented activities, partly buffering the 

slowdown. (pg. 14) 

Near-term growth risks in China: Investment growth slowed in China in 2014, including in the real estate 

sector, after a boom in 2009ï12. 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 impact of slowing 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 more 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 growth in China, and vulnerabilities have been building. This is a 

medium-term 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 rebalance the economy 

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) 
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Despite the tailwind from oil prices, Asiaôs near-term growth outlook has been marked down slightly. 

Downward growth revisions for major emerging markets outside Asia will soften the external contribution 

to Asiaôs growth, as will the further tightening of international financial conditions. A slower but more 

sustainable growth path in China will exert additional drag. Relative to the October 2014 WEO, Asiaôs 

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 implementation of structural reforms and lower commodity 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 world economy given these economiesô large size and deep 

trade and financial linkages with other nations. For China, the main risk is failure to implement the reform 

agenda to address financial risks, rebalance the economy, and tap new sources of growth. In Japan, the 

challenge is to implement structural reforms to boost medium-term growth prospects while balancing near-

term fiscal stimulus with a convincing medium term consolidation plan. Asiaôs medium-term growth 

prospects are also critically dependent on the success of these reform strategies. (pg. 55)
 
 

To put these trends in a regional perspective, Figure 3.5 demonstrates the overall performance of 

the Asia-Pacific region in recent years. While Chinaôs growth rate is slowing, it is still 

outperforming its neighbors.  



Chinese Strategy and Military Modernization: A Comparative Analysis      October 5, 2015 

 

60 

Figure 3.6: 2015 IMF World Economic Outlook ï Asia and Pacific 

Regionôs Growth Moderation 

 

Source: IMF, World Economic Outlook: Uneven Growth ï Short and Long Term Factors, April 2015, 

https://www.imf.org/external/pubs/ft/weo/2015/01/pdf/text.pdf, pg. 54  

 

Economic Uncertainties and Risks 

While President Xi Jinping exerts considerable power in his government, and ñan anti-corruption 

drive and a crackdown on dissent have strengthened the central leadershipò, the Economist 

https://www.imf.org/external/pubs/ft/weo/2015/01/pdf/text.pdf
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Intelligence Unit (EIU) expects the Chinese government may struggle in implementing sustaining 

its growth and implementing its reforms.42 The EIU predicted that after ñreal GDP expanded by 

7% year on year in Q1, according to data released on April 15 [2015]éweak momentum behind 

the economy suggests that fresh stimulus measures will be forthcomingò, but they expect that 

ñeconomic growth will slow to 6.8% in 2015 as a whole.ò43 

As noted earlier, there are important short term and structural uncertainties as to Chinaôs downward 

trend in economic growth rate and the ability to keep funding a massive military program in the 

longer term. There is uncertainty as to how effective Chinaôs Third and Fourth Plenum fiscal 

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

military.  

In a report published in July 2014, the IMF assessed that the Third Plenum reforms would ñput 

growth on a sounder footing with higher per capita income and consumption over the medium 

term, benefiting China and the global economy.ò  The IMF continued with the following 

assessment of the reformôs blueprint and forecasted outcomes in Figure 3.7: 44 

Three scenarios. The staffôs baseline scenario, which assumes gradual implementation of reforms, is 

compared to scenarios of ñfast reformò and ñno reform.ò The baseline and fast reform scenarios include:  

Financial sector reforms include accelerating deposit rate liberalization, establishing a formal deposit 

insurance system, and strengthening financial supervision and resolution framework. These would encourage 

a better pricing of risk (increasing average cost of credit) and redirect credits to more efficient uses.  

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

of basic pensions and health 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 by about 5 percentage 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 shift resources to 

the more efficient private sector, lifting economy-wide productivity. Urbanization through hukou reforms 

would increase the participation rate and also help raise productivity. Previous research (IMF 2013) suggests 

that these reforms would bring productivity gains of 1½ï2 percentage points.  

Exchange rate reforms include 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 ñfast reformò scenario assumes that financial, exchange rate and structural reforms are implemented 

promptly, and fiscal reforms are phased in over a two-year lag (this compares to about five-year lag for 

reforms in the baseline).  

ñFast reformò. Fast implementation would slow Chinaôs growth in the near-term (by about ½ percentage 

point, largely due to faster fiscal adjustment and higher interest rates), but the long-run 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 implementation would 

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 and steps to reduce vulnerabilities.  

ñNo reformò. Without reforms, growth would be weaker (as productivity growth slows and investment 

becomes increasingly inefficient) and the likelihood of a sharp slowdown in the future higher, with knock-

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

without reforms would boost near-term growth, but reduce future growth and exacerbate vulnerabilities, 

increasing the risk of a disorderly adjustment, stalling the convergence 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.  

Chinaôs overarching goal is to improve financial stability to attain a sustainable growth rate that 

will allow China to realize its ñChinese Dream of great national rejuvenationò45 both economically 

and militarily. To achieve this, its party leaders put into effect a reform agenda, described earlier 

by the IMF, which provides the following objective, according to the World Bank: 46 

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 sources in the medium-term, 

while avoiding a sharp slowdown, or financial distress, in the short-term. 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 

investment 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 state-owned enterprises, land ownership, and labor markets. Such changes 

would help maintain growth and lift employment (World Bank and Development Research Center of the 

State Council, the Peopleôs Republic of China, 2014).
 
 

Shorter Term Risks 

Any significant reforms to a large economy that has a significant 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 region: 47 

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

Although the probability is low, the risk of a hard landing in China remains. Since the regionôs economies 

are very open, they are vulnerable to trading partner slowdowns and large exchange rate shifts, including 

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 form of 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 several countries. Although it remains predominantly 

local currency-denominated, corporations have borrowed large amounts in foreign currencies. High debt 

stocks expose countries to risks from rising borrowing costs, or credit shut-offs. Exchange 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 weaker-than-expected recovery in high-income countries, especially in the United States, the Euro Area, 

Japan, and the Newly Industrialized Economies would weaken global and regional trade and impair the 

regionôs exports. High-income country exports account for about 60 percent (Thailand) to 90 percent of the 

regionôs 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: 

¶ a steep decline in property prices that forces developers and banks to deleverage quickly and investment 

in real estate to contract sharply; 

¶ a sharp slowdown in infrastructure investment following the implementation of the local government debt 

framework; 

¶ bankruptcies in primary and heavy industries (now suffering from overcapacity); or 

¶ a decline in shadow banking activity that causes a sharp cutback in credit availability. 
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Finally, as the surge in Chinaôs stock market continues, the financial and economic consequences from a 

possible correction will increase. Should it materialize, a sharp 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 decrease in Chinaôs growth relative to the baseline (a 2 percentage 

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 chain economies 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 also generally favourable, but it did note that China needed 

reform in additional areas: 48 

é Chinaôs economic performance over the past three decades has been remarkable, a testament to its ability 

to implement necessary but difficult reforms. Continued success now requires another round of decisive 

measuresðin line with the new leadershipôs expressed intention to re-energize the reform effort. 

éStaff 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 fiscal stimulus 

has underpinned activity. This pattern of growth is not sustainable and is raising vulnerabilities. 

While China still has significant buffers to weather shocks, the margins of safety are diminishingéTo secure 

more balanced and sustainable growth, a package of reforms is needed to contain the growing risks while 

transitioning the economy to a more consumer-based, inclusive, and environmentally-friendly growth path. 

In the near term, a priority is to rein in broader credit growth and prevent a further build-up of risks in the 

financial sector. Only if growth were to slow too sharply below the authoritiesô target, on-budget fiscal 

stimulus should be used in a manner that supports rebalancing and helps protect vulnerable groups. 

Accelerated financial sector reforms are needed to secure a safe transition to a market-based financial system. 

This will combine allowing greater room for market forces (such as liberalizing interest rates in the 

ótraditionalô banking industry) with strengthened oversight, governance, and investor accountability.  While 

this will lead to higher borrowing costs for many firms, it is critical to reduce the large-scale regulatory 

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

future growth and sound finance. 

The post-2008 expansion in quasi-fiscal 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 budget, and continuing tax reforms allowing, inter alia, a shift in the tax burden away from regressive 

social contributions.  

A more market-based exchange rate, with reduced intervention, will facilitate further adjustment in the 

renminbi which staff assess as moderately undervalued against a broad-basket of currencies.
 
 

Other Asian countries have questioned Chinaôs future economic performance. The 2013 Japanese 

defence white paper noted that China was experiencing increasing domestic challenges:49 

China has various domestic problems. Corruption within central and local communist party leaderships is 

becoming a significant political problem. As a result of Chinaôs rapid economic growth, there are emerging 

problems such as regional disparities between urban-rural and coastal-inland 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. China is expected 

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 Chinese 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 Xinjiang Uyghur 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 

Chairman 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 session of the 12th National 

Peopleôs Congress in March 2013, thus seizing control of the three powers of party, military and government. 

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 

ñThe Decision on Major Issues Concerning Comprehensively Deepening  Reformsò regarding reforms in a 

wide range of areas, such as economics, politics, culture, society, environment, and national defense and the 

military. Through the Decision, the Central Committee decided to establish 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 corruption problems within the party, will be a point to watch out for going forward. 
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Figure 3.7: IMF Assessment of Chinaôs Economic Reforms ï 2014 

 

Source: IMF, Peopleôs Republic of China 2014 Article IV Consultation [IMF Country Report 14/235], July 2014  
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Longer-Term Risks 

At the same time, China faces longer-term problems in shifting from a rural agricultural economy 

to an urban industrialized economy. China plans to move 250 million rural residents into newly-

built cities and towns over the next 12 years, primarily as a way to find a new source of economic 

growth.50 

Corruption, influence peddling, and nepotism are a serious problem. Xi Jinping has recently led 

an anti-corruption drive that will be a key priority for his government in the future. This appears 

to be, at least in part, a reaction to the increasing public discontent regarding daily incidents of 

minor corruption, high-level leadership scandals, and the negligence of local Party members. 

However, many believe that the corruption-related problems in China cannot be solved without 

fundamental political reforms, such as developing an independent media and judiciary.51 

China also must address the effects of rising labor costs and the resultant movement of businesses 

to countries with cheaper labor, such as Cambodia and Vietnam, the latter of which has wages half 

those in China.52 Low operations costs and a large labor pool made China especially attractive for 

foreign manufacturers and investors; over the past several years, wages have steadily risen, 

increasing the cost of manufacturing in China. These rising labor costs and uncertainty on the pace 

of economic reforms are reducing foreign investorsô confidence in the economy.53  

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

the context of its 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 as Chinese 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 resources.54 

ñThe urbanization blueprint released by the Central Committee of the CPC and the State Council in May 

2014 --, National New-Type Urbanization Plan 2014-2020 -- announced the acceleration of the process of 

turning rural migrants into urban citizens. The plan anticipates that by 2020 urban residents will make up 60 

per cent of the total population, compared to 53.7 per cent in 2013 ð while urban permanent residents will 

comprise 45 per cent, compared to 36 per cent in 2013. 

Some of the key trends affecting this aspect of Chinaôs future are summarized in the following 

Figures: 

 Figure 3.8 ï is an IMF assessment of Chinaôs demographic changes from 2013 

 Figure 3.9 ï is an IMF assessment of Chinaôs rebalancing economy from a 2014 report 

 Figure 3.10 ï is an IMF assessment of Chinaôs financial sector. 

 Figure 3.11 ï is an IMF assessment of Chinaôs economic growth and inequality from 2014 

Most experts do still feel that Chinaôs growth rate will slow over time, but continue to grow 

comfortably enough in the coming years for it to fund a steady expansion in the capability of its 

military forces. Figures 3.12 and 3.13 demonstrate differing ï although increasingly uncertain ï 

estimates of Chinaôs economic performance. They show that multiple organizations estimate that 

China will continue to experience robust economic growth, even if not at the double-digit rate of 

the mid-2000s.  

¶ Figure 3.12 illustrates Chinese percentage growth rates from 2000 to a 2020 projection.  

¶ Figure 3.13 shows Chinese GDP based on purchasing power parity, from 2011-2020. 
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Figure 3.8: July 2013 IMF Assessment of Chinaôs Demographic 

Changes 

 

Source: IMF, Peopleôs Republic of China 2013 Article IV Consultation [Country Report 13/211], July 2013, pg. 20. 
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Figure 3.9: July 2014 IMF Assessment of China.  

 

Source: IMF, Peopleôs Republic of China 2014 Article IV Consultation [IMF Country Report 14/235], July 2014, pg. 

43.  
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Figure 3.10: July 2014 IMF Assessment of Chinaôs Financial Sector 

 

Source: IMF, Peopleôs Republic of China 2014 Article IV Consultation [Country Report 14/235], July 2014, pg. 42. 
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Figure 3.11: July 2014 IMF Assessment of Chinaôs Economic Growth 

and Inequality 

 

Source: IMF, Peopleôs Republic of China 2014 Article IV Consultation [Country Report 14/235], July 2014, pg. 32. 


