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With the convening of the National People’s con-
gress for its 2017 session, the chinese govern-

ment announced its intended spending plans for the 
coming year. This included the pronouncement that 
the budget for the People’s Liberation army (PLa) 
would rise by 7 percent.1 This marks nearly a quarter 
century of consistent defense spending increases for 
the PLa, although it is also the second year that the 
PLa budget has risen by less than 10 percent.

Based on china’s official defense budget for 2016 
of 954 billion renminbi (roughly $146.6 billion), this 
would mean that china plans on spending at least 
1.021 trillion renminbi ($148.2 billion). a chinese 
Finance Ministry official reportedly estimated that 
china would spend some 1.0443 trillion renmin-
bi ($151.5 billion), an increase closer to 9 percent.2 
however, few analysts believe the absolute num-
bers given for chinese defense spending, as it is not 
clear just what these figures include or exclude. Most 
Western estimates for chinese defense spending are 
substantially higher.3

Growing Chinese Capabilities
Based on chinese reporting, the rate of increase 

has clearly been slowing. This is not necessarily sur-
prising, due to several factors.

China’s Economy Appears to be Growing 
More Slowly. Official chinese figures suggest that 
the chinese economy last year grew at about 6.7 
percent.4 While still robust, it is in the middle of 
the targeted range of 6.5 percent–7 percent, impor-
tantly marking a continuing trend of chinese official 
growth below 8 percent. This trend, in turn, is likely 
due to a number of factors, including the aging of the 
chinese population (where fewer young people are 
joining the work force annually) and a global econo-
my that has not grown substantially.

China’s Military Is Undergoing a Massive 
Reform and Shake-up. Three massive reform 
efforts were announced in December 2015, includ-
ing the establishment of several new services, a 
reorganization of the military bureaucracy, and a 
transition from seven military regions to five war 
zones. These major structural changes are certain 
to have entailed reshuffling of bureaucracies as 
well as the need to establish new command struc-
tures. These reforms are in addition to a 300,000-
man reduction that Xi Jinping announced in 2015.5 
It is quite possible that the military needs time to 
digest these changes and reforms, allowing for a 
short-term slowing of the rate of growth in defense 
spending.

Nonetheless, china’s defense spending is still 
growing, and 7 percent is robust. Some of this is 
almost certainly being devoted to hardware acqui-
sition. reports indicate the chinese are building 
at least one aircraft carrier in their own dockyards, 
even as china’s first carrier, the Liaoning, engages in 
its first live-fire exercises. chinese pilots have mean-
while flown additional prototypes of the J-31, chi-
na’s second fifth-generation fighter, while chinese 
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arms shows have displayed export versions of new 
chinese unmanned aerial vehicles (UaVs).

as important, and more worrisome, is the 
announced increase in the PLa Navy’s Naval Infan-
try, china’s counterpart to the U.S. Marine corps. 
From a force of 10,000 organized in two brigades, 
PLaN will reportedly expand this to 100,000 troops, 
organized into six brigades.6 coupled with a steady 
growth in china’s amphibious fleet, the PLa is 
clearly acquiring the ability to conduct more expe-
ditionary operations. This is unlikely to be oriented 
towards global intervention, but is instead almost 
certainly focused on the East and South china Sea—
with serious implications for U.S. friends and allies, 
including Japan and the Philippines.

china’s growing defense dollars are not simply 
reflecting equipment modernization. The reforms 
have seen the elevation of both training and mobi-
lization to the level of general departments in the 
expanded central Military commission which man-
ages the overall PLa. The ongoing expanded defense 
budget suggests that there will be an effort to ensure 
that the modernizing PLa is properly trained in the 
use of its equipment and capable of sustaining oper-
ations in the event of a more protracted conflict.

U.S. Responses
as Secretary of State rex Tillerson visits Japan, 

South Korea, and china in his first trip to asia, and 
President Trump submits his first budget to con-
gress, the U.S. must recognize that the chinese are 
posing an increasing challenge to the U.S. in terms 
of both hard and soft power. The ongoing growth of 
china’s defense budget, and its extensive modern-
ization effort, holds out the ugly potential that in a 

few years, it will be the U.S., not the Prc, that will be 
the “near peer” competitor.

The U.S. should:

 n Reassure U.S. allies in concrete ways. Secre-
tary Tillerson’s visit is presumably intended, in 
part, to reassure U.S. allies that the U.S. remains 
committed to regional security and stability. 
Some of the administration’s proposals will go 
a long way to this effect. For example, expanding 
the U.S. Navy will mean a greater ability to sus-
tain presence without hollowing out the force. 
however, this needs to be accompanied by diplo-
matic and political steps. Prompt movement on a 
U.S.–Japan bilateral free trade agreement would 
be a welcome sign to the region that Washington 
will be an active player in regional developments. 
Increased coordination of defense efforts with 
local allies, including Japan and South Korea, in 
such new security domains as outer space and 
information space (including cyber) would also 
serve to underscore american commitment to 
regional security and stability.

 n Improve American military readiness. To 
forestall the possibility of the U.S. falling behind 
china, a top priority must be to get american 
forces to a higher state of readiness. reports that 
over half of all U.S. Marine corps fighter aircraft 
and two-thirds of U.S. Navy strike aircraft are 
unable to fly means that the U.S. military cannot 
respond to a sudden crisis. current forces must 
be made more ready, both in terms of operations 
and maintenance of its equipment and of person-
nel training. Proposed growth in the defense bud-
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get is essential, but it must be sustained. The U.S. 
military did not wind up in its current mainte-
nance hole in just one year—and one year will not 
see it completely recover.

 n Coordinate long-term security planning. The 
history of conflict is filled with expectations of 
short wars—and the reality of long ones. For the 
U.S. and its allies, the past quarter century since 
the end of the cold War has seen some of the lon-
gest wars in history (e.g., the nearly fifteen years 
in afghanistan), but at relatively low intensity. 
as both russia and china have shown a propen-
sity for “hybrid” or “gray zone” warfare, defense 
and security planners must rethink what conflict 
means and how it is likely to be conducted. This 
should include a sharper focus on near-war situ-

ations (e.g., crimea and the South china Sea), as 
well as the potential for more drawn-out conflicts. 
revisiting mobilization requirements, even stag-
ing mobilization exercises, is something that has 
not occurred since the end of the cold War, but 
should be considered as part of Deputy Secretary 
of Defense robert Work’s focus on wargaming. 
Such activities would signal Beijing and Moscow 
that the course of any conflict will not be deter-
mined by them—an essential means of deterring 
aggression, whether hybrid or traditional.
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