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Military and Security Developments Involving the
People’s Republic of China

A Report to Congress
Pursuant to the National Defense Authorization Act for

Fiscal Year 2000

Section 1202 of the National Defense Authorization Act for Fiscal Year 2000, Public Law
106-65, as amended, provides that the Secretary of Defense shall submit a report “in both
classified and unclassified form, on military and security developments involving the People’s
Republic of China. The report shall address the current and probable future course of
military-technological development of the People’s Liberation Army and the tenets and
probable development of Chinese security strategy and military strategy, and of the military
organizations and operational concepts supporting such development over the next 20 years.
The report shall also address United States-China engagement and cooperation on security
matters during the period covered by the report, including through United States-China
military-to-military contacts, and the United States strategy for such engagement and
cooperation in the future.”
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The 2022 National Security Strategy identifies the People’s Republic of China (PRC) as the
only competitor with the intent and, increasingly, the capacity to reshape the international
order. The Department of Defense (DoD) annual report on military and security developments
involving the PRC charts the current course of the PRC’s national, economic, and military
strategy and offers Congress insight on the tenets of Beijing’s ambitions and intentions. The
PRC’s strategy entails a determined effort to amass and harness all elements of its national
power to place the PRC in a “leading position” in an enduring competition between systems.
As expressed in the 2022 National Defense Strategy, the PRC presents the most consequential
and systemic challenge to U.S. national security and the free and open international system.

In this decisive decade, it is important to understand the contours of the People’s Liberation
Army’s (PLA) way of war, survey its current activities and capabilities, and assess its future
military modernization goals. In 2021, the PRC increasingly turned to the PLA as an
instrument of statecraft as it adopted more coercive and aggressive actions in the Indo-Pacific
region. Having purportedly achieved its 2020 modernization goal, the PLA now sets its sights
to 2027 with a goal to accelerate the integrated development of mechanization,
informatization, and intelligentization of the PRC’s armed forces. If realized, this 2027
objective could give the PLA capabilities to be a more credible military tool for the Chinese
Communist Party (CCP) to wield as it pursues Taiwan unification.

In addition to the development of the PLA’s conventional capabilities, the PRC has continued
to accelerate the modernization, diversification, and expansion of its nuclear forces. The PRC
has stated its ambition to strengthen its “strategic deterrent,” while being reluctant to discuss
the PLA’s developing nuclear, space, and cyberspace capabilities, negatively impacting
global strategic stability—an area of increasing global concern.

As the PRC seeks to achieve “national rejuvenation” by its centenary in 2049, this report
highlights Beijing’s ambition to reform the prevailing international rules-based system. This
objective requires an external environment supportive of the PRC’s strategic goals defined
under the concept of a “community of common destiny,” led by Xi Jinping’s initiatives such
as the Global Security Initiative and the Global Development Initiative.
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This report illustrates how the CCP increasingly turns to the PLA in support of its global
ambitions, and the importance of meeting the pacing challenge presented by the PRC’s
increasingly capable military.

Report Scope: This report covers security and military developments involving the PRC until
the end of 2021.

I

OFFICE OF THE SECRETARY OF DEFENSE
Annual Report to Congress: Military and Security Developments Involving the People’s Republic of China



EXECUTIVE SUMMARY

UNDERSTANDING CHINA’S STRATEGY
China’s National Strategy

»

The PRC’s national strategy aims to achieve “the great rejuvenation of the Chinese
nation” by 2049. The strategy is a determined pursuit of political, social, and military
modernity to expand the PRC’s national power, perfect its governance, and revise the
international order in support of Beijing’s system of governance and national interests.
The PRC increasingly views the United States as deploying a whole-of-government
effort meant to contain the PRC’s rise, which presents obstacles to its national strategy.

The PRC has characterized its view of strategic competition in terms of a rivalry
among powerful nation states, as well as a clash of opposing ideological systems. PRC
leaders believe that structural changes in the international system and an increasingly
confrontational United States are the root causes of intensifying strategic competition
between the PRC and the United States.

The PRC’s strategy entails deliberate and determined efforts to amass, improve, and
harness the internal and external elements of national power that will place the PRC
in a “leading position” in an enduring competition between systems.

The PRC’s 20" National Congress of the CCP holds important military and security
implications for the PLA’s 2027 centenary objectives. The 20" Party Congress report
focused on intensifying and accelerating the PLA’s modernization goals over the next
five years, including strengthening its “system of strategic deterrence.” Xi Jinping
retained his chairmanship of the seven-person Central Military Commission (CMC)
and selected members that offer political continuity, technical expertise on military
modernization and space issues, and Taiwan-focused operational experience.

Foreign Policy

»

The PRC’s foreign policy seeks to build a “community of common destiny” that
supports its strategy to realize “the great rejuvenation of the Chinese nation.” Beijing’s
revisionist ambition for the international order derives from the objectives of its
national strategy and the CCP’s political and governing systems.
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» In 2021, the PRC employed multiple diplomatic tools in an attempt to erode U.S. and
partner influence, such as highlighting the U.S. withdrawal from Afghanistan and
criticizing U.S.-backed security partnerships including the Quad (Australia, India,
Japan, and the United States) and Australia-United Kingdom-United States
partnership (AUKUS).

» The COVID-19 pandemic also continued to be a driving force behind the PRC’s
foreign policy efforts in 2021, as Beijing sought to deflect blame for its initial response
to the pandemic and continued its use of foreign medical assistance, including vaccine
donations, to bolster its bilateral ties and advance its responsible great power narrative.

Economic Policy

» The PRC’s military modernization objectives are commensurate with and part of
China’s broader national development aspirations. The CCP’s economic, political,
social, and security development efforts are mutually reinforcing and support
Beijing’s strategy of national rejuvenation.

» Beijing’s “dual circulation (S{{&ER)” policy aims to forge domestic resilience by

reducing China’s reliance on foreign supply chains that have proven to be economic
chokepoints. In addition, the policy aims to boost domestic production and
consumption to fuel growth and decrease the economy’s reliance on exports moving
forward.

» China’s economic development supports its military modernization by providing the
means for larger defense budgets. Additionally, the PRC’s growing national industrial
and technological base, as well as deliberate Party-led initiatives such as the Belt and
Road Initiative (BRI) and Made in China 2025, offers systemic military benefits to the
PRC.

China’s Belt and Road Initiative

» The PRC uses BRI to support its strategy of national rejuvenation by seeking to expand
global transportation and trade linkages to support its development and deepen its
economic integration with nations along its periphery and beyond.

» In 2021, the PRC significantly increased engagement with African, Latin American,
and Middle Eastern countries and began prioritizing public health, digital
infrastructure, and green energy opportunities.

» Overseas development and security interests under BRI will drive the PRC towards
expanding its overseas security footprint to protect those interests.
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Military-Civil Fusion Development Strategy

>

The PRC pursues its Military-Civil Fusion (MCF; ZESEHE) development strategy to

“fuse” its security and development strategies to build an integrated National Strategic
System and Capabilities in support of the PRC’s national rejuvenation goals.

Beijing’s MCF development strategy includes objectives to develop and acquire
advanced dual-use technology for military purposes and to deepen reform of the
national defense science and technology industries, and serves a broader purpose to
strengthen all of the PRC’s instruments of national power.

The PRC’s MCF development strategy encompasses six interrelated efforts: (1) fusing
China’s defense industrial base and its civilian technology and industrial base; (2)
integrating and leveraging science and technology innovations across military and
civilian sectors; (3) cultivating talent and blending military and civilian expertise and
knowledge; (4) building military requirements into civilian infrastructure and
leveraging civilian construction for military purposes; (5) leveraging civilian service
and logistics capabilities for military purposes; and (6) expanding and deepening
China’s national defense mobilization system to include all relevant aspects of its
society and economy for use in competition and war.

Defense Policy and Military Strategy

>

In 2021, the PRC’s stated defense policy aims remained oriented toward safeguarding
its sovereignty, security, and development interests, while emphasizing a greater
global role for itself. The PRC’s military strategy remains based on the concept of

“active defense (FRARBA1E).”

PRC leaders stress the imperative of strengthening the PLA into a “world-class”
military by the end of 2049 as an essential element of its strategy to rejuvenate the
PRC into a “great modern socialist country.”

In 2020, the PLA added a new milestone for modernization in 2027, to accelerate the
integrated development of mechanization, informatization, and intelligentization of
the PRC’s armed forces, which if realized could give the PLA capabilities to be a more
credible military tool for the CCP to wield as it pursues Taiwan unification.

In 2021, the PLA began discussing a new “core operational concept,” called “Multi-
Domain Precision Warfare (MDPW; %E‘Zﬂ%ﬁﬁﬁﬁ).”MDPW is intended to leverage a

CA4ISR network, which the PLA calls the “network information system-of-systems that
incorporates advances in big data and artificial intelligence to rapidly identify key
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vulnerabilities in the U.S. operational system and then combine joint forces across
domains to launch precision strikes against those vulnerabilities.

China’s Forces, Capabilities, and Power Projection

»

The PLA seeks to modernize its capabilities and improve its proficiencies across all
warfare domains so that, as a joint force, it can conduct the full range of land, air, and
maritime, as well as nuclear, space, counterspace, electronic warfare (EW), and
cyberspace operations.

The PLA’s evolving capabilities and concepts continue to strengthen the PRC’s ability
to “fight and win wars” against a “strong enemy (38&)” (a euphemism likely for the

United States), counter an intervention by a third party in a conflict along the PRC’s
periphery, and project power globally.

In 2021, the PLA continued to make progress implementing major structural reforms,
fielding modern indigenous systems, building readiness, and strengthening its
competency to conduct joint operations.

People's Liberation Army Army (PLAA). The PLAA has approximately 975,000
active-duty personnel in combat units and is the primary ground fighting force in the
PLA. In 2021, the PLAA emphasized realistic training scenarios and standardization
of training methods during the exercise STRIDE-2021 and throughout extensive joint
amphibious training that utilized both People’s Liberation Army Navy (PLAN) and
civilian roll-on-roll-off (RORO) vessels. PLAA and Russian Army units participated
in ZAPAD/INTERACTION-2021, a large-scale joint exercise to expand cooperation
between the two militaries, which was conducted on PRC soil for the first time.

People’s Liberation Army Navy (PLAN). The PLAN is numerically the largest navy
in the world with an overall battle force of approximately 340 ships and submarines,
including approximately 125 major surface combatants. As of 2021, the PLAN is
largely composed of modern multi-mission ships and submarines. In 2021, the
PLAN’s overall battle force shrank due to the transfer of 22 early flight IANGDAO
class corvettes to the China Coast Guard (CCG). The PLAN commissioned its fourth
RENHAI class cruiser in late 2021 and resumed series construction of the JIANGKAI
IT class frigate. The PLAN commissioned two YUSHEN class amphibious assault
ships, one each in April 2021 and April 2022. The PLAN launched a third hull in the
YUSHEN class in January 2021, which is currently undergoing sea trials prior to
commissioning.

People’s Liberation Army Air Force (PLAAF) and PLAN Aviation. The PLAAF
and PLAN Aviation together constitute the largest aviation force in the region and the
third largest in the world, with over 2,800 total aircraft (not including trainer variants
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or uncrewed aerial systems (UAS)) of which approximately 2,250 are combat aircraft
(including fighters, strategic bombers, tactical bombers, multi-mission tactical, and
attack aircraft). The PLAAF is rapidly catching up to Western air forces and continues
to modernize with the delivery of domestically built aircraft and a wide range of
UAVs. In October 2019, the PLAAF publicly revealed the H-6N as its first nuclear-
capable air-to-air refuelable bomber, signaling the airborne leg of its nuclear triad.

People's Liberation Army Rocket Force (PLARF). The PLARF organizes, mans,
trains, and equips the PRC’s strategic land-based nuclear and conventional missile
forces, associated support forces, and missile bases. The PLARF is advancing its long-
term modernization plans to enhance its strategic deterrence capabilities. In 2021, the
PLARF launched approximately 135 ballistic missiles for testing and training. This
was more than the rest of the world combined, excluding ballistic missile employment
in conflict zones. In 2021, the PRC continued building three solid-fueled
intercontinental ballistic missile (ICBM) silo fields, which will cumulatively contain
at least 300 new ICBM silos.

Strategic Support Force (SSF). The SSF is a theater command-level organization
established to centralize the PLA’s strategic space, cyberspace, electronic,
information, communications, and psychological warfare missions and capabilities.
The SSF’s Network Systems Department is responsible for information warfare with
an integrated mission set that includes cyberspace warfare, technical reconnaissance,
electronic warfare, and psychological warfare.

— The PLA views space superiority, the ability to control the space-enabled
information sphere and to deny adversaries their own space-based information
gathering and communication capabilities, as critical components in conducting
modern “informatized warfare.”

— The PLA continues to invest in improving its capabilities in space-based
intelligence, surveillance, and reconnaissance (ISR), satellite communication,
satellite navigation, and meteorology, as well as human spaceflight and robotic
space exploration.

Joint Logistic Support Force (JLSF). The JLSF provides integrated joint logistics
support for the PLA. The JLSF is concentrating its efforts on improving joint strategic
and campaign-level logistic efficiencies through training and on integrating civilian
products and services. The JLSF also had an active role in coordinating with civilian
entities to provide logistic support in response to the ongoing COVID-19 pandemic.
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Joint Capabilities in Development

» The PLA is aggressively developing capabilities to provide options for the PRC to
dissuade, deter, or, if ordered, defeat third-party intervention in the Indo-Pacific
region.

» The PLA is also developing the capabilities to conduct military operations deeper into
the Indo-Pacific region, and in some cases, globally.

» Although the PLA has undertaken important structural reforms to promote joint
operations, its capability to carry out joint operations in support of counter-
intervention or joint campaigns outside the First Island Chain remains in its infancy.

Capabilities for Counter-intervention and Power Projection

» The PRC’s counter-intervention strategy aims to restrict the United States from having
a presence in China’s immediate periphery and limit U.S. access in the broader Indo-
Pacific region. The PLA’s anti-access/area-denial (A2/AD) capabilities are, to date,
the most robust within the First Island Chain, although the PLA is increasingly able to
project power into the Philippine Sea and the PRC seeks to strengthen its capabilities
to reach farther into the Pacific Ocean.

— Long-Range Precision Strike and Supporting ISR. PLA doctrinal writings state
that precision attack in all warfare domains is critical in modern war. PLA writings
state that precision weapons are not only force multipliers, but also a means of
“war control” to prevent escalation.

— Integrated Air Defense System (IADS). The PRC has a robust and redundant
IADS architecture over land areas and within 300 nautical miles (mm) (556
kilometers (km)) of its coast that relies on an extensive early warning radar
network, fighter aircraft, and a variety of Surface-to-Air Missile (SAM) systems.
The PRC has also placed radars and air defense weapons on outposts in the South
China Sea, further extending the range of its IADS. It also employs point defenses,
primarily to defend strategic targets against adversary long-range cruise missiles
and airborne strike platforms.

— Hypersonic Weapons. China’s deployment of the DF-17 hypersonic glide vehicle
(HGV)-armed Medium-Range Ballistic Missile (MRBM) will continue to
transform the PLA’s missile force. The system, fielded in 2020, is possibly
intended to replace some older Short-Range Ballistic Missile (SRBM) units,
according to PRC media, and is designed to strike foreign military bases and fleets
in the Western Pacific, according to a PRC-based military expert.
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Advancing Toward an Informatized Military

»

The PLA considers information operations (I0) as a means of achieving information
dominance early in a conflict and continues to expand the scope and frequency of 10
in military exercises.

The PRC presents a significant, persistent threat of cyber-enabled espionage and
attack on an adversary’s military and critical infrastructure systems.

The PLA is pursuing next-generation combat capabilities based on its vision of future
conflict, which it calls “intelligentized warfare,” defined by the expanded use of
artificial intelligence (AI) and other advanced technologies at every level of warfare.

Space and Counterspace Capabilities

>

The PLA continues to acquire and develop a range of counterspace capabilities and
related technologies, including kinetic-kill missiles, ground-based lasers, and orbiting
space robots, as well as expanding space surveillance capabilities, which can monitor
objects in space within their field of view and enable counterspace actions.

The PLA views space operations as a means to deter and counter third-party
intervention during a regional military conflict. Moreover, PRC defense academics
suggest that reconnaissance, communication, navigation, and early warning satellites
could be among the target of attacks designed to “blind and deafen the enemy.”

Nuclear Capabilities

>

Over the next decade, the PRC aims to modernize, diversify, and expand its nuclear
forces. Compared to the PLA’s nuclear modernization efforts a decade ago, current
efforts exceed previous modernization attempts in both scale and complexity.

The PRC is investing in and expanding the number of its land-, sea-, and air-based
nuclear delivery platforms and constructing the infrastructure necessary to support this
major expansion of its nuclear forces. The PRC is also supporting this expansion by
increasing its capacity to produce and separate plutonium by constructing fast breeder
reactors and reprocessing facilities.

In 2021, Beijing probably accelerated its nuclear expansion. The Department of
Defense estimates that the PRC’s operational nuclear warheads stockpile has
surpassed 400.

The PLA plans to "basically complete modernization" of its national defense and
armed forces by 2035. If China continues the pace of its nuclear expansion, it will
likely field a stockpile of about 1500 warheads by its 2035 timeline.
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Chemical and Biological Research

» The PRC’s chemical and biotechnology infrastructures are sufficient to research,
develop, and produce some chemical and biological agents or toxins on a large scale.

» China probably has the technical expertise to weaponize chemical and biological
warfare (CBW) agents, and its robust armaments industry and numerous conventional
weapon systems, including missiles, rockets, and artillery, probably could be adapted
to deliver CBW agents.

» The PRC continues to engage in biological activities with dual-use applications, which
raise concerns regarding its compliance with the Biological Weapons Convention.
Such PRC biological activities include studies at PRC military medical institutions on
potent toxins with dual-use applications.

» The United States cannot certify that the PRC has met its obligations under the
Chemical Weapons Convention due to concerns regarding the PRC’s research on
pharmaceutical-based agents and toxins with potential dual-use applications.

OPERATIONAL STRUCTURE AND ACTIVITIES ON CHINA'S PERIPHERY

» The PRC continues to refine military reforms associated with the establishment of the
Eastern, Southern, Western, Northern, and Central Theater Commands, which are
organized based on the Beijing’s perception of peripheral threats.

» Under the direction of the Central Military Commission (CMC), each Theater
Command has operational authority over the PLA conventional forces within the
theater.

Developments in the Security Situation in the Taiwan Strait

» The PRC intensified diplomatic, economic, political, and military pressure against
Taiwan in 2021.

» Throughout 2021, the PLA increased provocative and destabilizing actions in and
around the Taiwan Strait, to include increased flights into Taiwan’s self-declared Air
Defense Identification Zone (ADIZ) and conducting island seizure exercises.

» Although the PRC publicly advocates for peaceful unification with Taiwan, the PRC
has never renounced the use of military force. The circumstances under which the PRC
has historically indicated it would consider using force remain ambiguous and have
evolved over time.

» The PRC could conduct a range of options for military campaigns against Taiwan,
with varying degrees of feasibility and associated risks. These options may range from

X

OFFICE OF THE SECRETARY OF DEFENSE
Annual Report to Congress: Military and Security Developments Involving the People’s Republic of China



an air and/or maritime blockade to a full-scale amphibious invasion to seize and
occupy some of its offshore islands or all of Taiwan.

THE PLA’S GROWING GLOBAL PRESENCE

» CCP leaders view the PLA’s growing global presence as an essential part of the PRC’s
international activities to create an external environment conducive to China’s
national rejuvenation.

» The CCP has tasked the PLA to develop the capability to project power outside the
PRC’s borders and immediate periphery to secure Beijing’s growing overseas interests
and advance its foreign policy goals.

The PLA’s Evolving Missions & Tasks

» The PLAN’s evolving focus from “near seas defense” to “far seas protection” reflects
the PLAN’s interest in a wider operational reach.

» The PLAAF’s missions and tasks have similarly evolved towards conducting
operations beyond China and its immediate periphery and supporting the PRC’s
interests by becoming a “strategic” air force.

» The PLA has embraced its concept of non-war military activities (NWMA) as an
effective way to support and safeguard the PRC’s development, expand the PRC’s
global interests, and gain valuable operational experience.

PRC Influence Operations

» The PLA views controlling the information spectrum in the modern battlespace as a
critical enabler and means of achieving information dominance early in a conflict.

» The PRC conducts influence operations that target media organizations, business,
academic, cultural institutions, and policy communities of the United States, other
countries, and international organizations to shape public discourse and achieve
outcomes favorable to its strategic and military objectives.

» PRC influence operations are coordinated at the high level and executed by a range of
actors, such as the PLA Political Work Department, United Front Work Department
(UFWD), International Liaison Department, the Ministry of State Security (MSS), and
the PLA Strategic Support Force (SSF).

» The CCP seeks to condition international institutions and public opinion to accept the
PRC’s narrative surrounding its priorities such as Beijing’s “one China principle” on
Taiwan unification, the Belt and Road Initiative, political control over Hong Kong,
and territorial and maritime claims in the South China Sea and East China Sea.
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PLA Overseas Basing and Access

» The PRC is seeking to expand its overseas logistics and basing infrastructure to allow
the PLA to project and sustain military power at greater distances.

» A global PLA military logistics network could disrupt U.S. military operations as the
PRC’s global military objectives evolve.

» Beyond the PLA support base in Djibouti, the PRC is likely already considering and
planning for additional military logistics facilities to support naval, air, and ground
forces projection.

» The PRC has likely considered Cambodia, Myanmar, Thailand, Singapore, Indonesia,
Pakistan, Sri Lanka, United Arab Emirates, Kenya, Equatorial Guinea, Seychelles,
Tanzania, Angola, and Tajikistan, among other places, as locations for PLA military
logistics facilities.

RESOURCES AND TECHNOLOGY FOR FORCE MODERNIZATION

» The PRC’s long-term goal is to create an entirely self-reliant defense-industrial
sector—fused with a strong civilian industrial and technology sector—that can meet
the PLA’s needs for modern military capabilities.

» The PRC has mobilized vast resources in support of its defense modernization,
including through its Military-Civil Fusion (MCF) Development Strategy, as well as
espionage activities to acquire sensitive, dual-use, and military-grade equipment. The
PRC has substantially reorganized its defense-industrial sector to improve weapon
system research, development, acquisition, testing, evaluation, and production.

» In2021, the PRC announced its annual military budget would increase by 6.8 percent,
continuing more than 20 years of annual defense spending increases and sustaining its
position as the second-largest military spender in the world. As the PRC’s published
military budget omits several major categories of expenditures, its actual military-
related spending is likely significantly higher than what it states in its official budget.

Developments in the PRC Defense Industry

» Most of China’s missile systems, including its ballistic and cruise missile systems, are
comparable in quality to systems of other international top-tier producers. China
conducted a test of a new hypersonic weapon system in 2021, building on previous
progress in hypersonic weapon development.
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»

China’s decades-long efforts to improve domestic aircraft engine production are
starting to produce results with the J-10 and J-20 fighters switching to domestically
produced WS-10 engines by the end of 2021. China’s first domestically produced
high-bypass turbofan, the WS-20, has also entered flight-testing on the Y-20 heavy
transport and probably will replace imported Russian engines by the end of 2022.

As the top ship-producing nation in the world by tonnage, the PRC is increasing its
shipbuilding capacity and capability for all naval classes: submarines, warships, and
auxiliary and amphibious ships. China also has developed underwater systems,
publicly revealing a long-range system in 2019.

Espionage Activities Supporting China’s Military Modernization

»

The PRC presents a sophisticated, persistent threat of cyber-enabled espionage and
attack to military and critical infrastructure systems through its efforts to develop,
acquire, or gain access to information and advanced technologies.

Sensitive, dual-use, or military-grade equipment that the PRC have attempted to
acquire include radiation hardened integrated circuits, monolithic microwave
integrated circuits, accelerometers, gyroscopes, naval and marine technologies,
syntactic foam trade secrets, space communications, military communication jamming
equipment, dynamic random access memory, aviation technologies, and anti-
submarine warfare (ASW) capabilities.

The PRC seeks to create destructive effects to shape decision-making and disrupt
military operations at the initial stages and throughout a conflict. The PRC believes
these capabilities are even more effective against militarily superior adversaries that
depend on information technologies.

— The PLA and China’s Talent Recruitment Programs. The CCP operates more
than 200 talent-recruitment programs that are overseen by central bodies,
including the Central Coordination Group on Talent Work and the Overseas High-
level Talent Recruitment Work Group. Although the PRC government administers
China’s talent recruitment programs, the PLA uses China’s network of recruitment
programs, such as the Thousand Talents Plan, to recruit overseas talent for military
purposes.

U.S.-PRC DEFENSE CONTACTS AND EXCHANGES

>

DoD’s defense contacts and exchanges with the PRC in 2021 emphasized responsibly
managing competition and establishing commonsense guardrails to ensure
competition does not veer into conflict.
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» 2021 defense contacts and exchanges with the PRC prioritized open channels of
communication and the advancement of DoD priorities on managing crisis
communications and strategic risk management.

X1V

OFFICE OF THE SECRETARY OF DEFENSE
Annual Report to Congress: Military and Security Developments Involving the People’s Republic of China



CHAPTER ONE:

UNDERSTANDING CHINA'’S STRATEGY

Understanding the tenets of the People’s Republic of China’s (PRC’s) national strategy is
essential to understanding the drivers of China’s security and military strategy. This in turn
offers insights on the current and future course of the People’s Liberation Army’s (PLA’s)
reform and modernization in terms of its strength, technological advances, organization, and
operational concepts—all of which could offer PRC leaders expanded military options to
support its national goals.

CHINA’S NATIONAL STRATEGY

Key Takeaways

» The PRC’s national strategy aims to achieve “the great rejuvenation of the Chinese
nation” by 2049. The strategy is a determined pursuit of political, social, and military
modernity to expand the PRC’s national power, perfect its governance, and revise the
international order in support of Beijing’s system of governance and national interests.
The PRC increasingly views the United States as deploying a whole-of-government
effort meant to contain the PRC’s rise, which presents obstacles to its national strategy.

» The PRC has characterized its view of strategic competition in terms of a rivalry
among powerful nation states, as well as a clash of opposing ideological systems. PRC
leaders believe that structural changes in the international system and an increasingly
confrontational United States are the root causes of intensifying strategic competition
between PRC and the United States.

» The PRC’s strategy entails deliberate and determined efforts to amass, improve, and
harness the internal and external elements of national power that will place the PRC
in a “leading position” in an enduring competition between systems.

The PRC’s strategy aims to realize “the great rejuvenation of the Chinese nation.” This
objective, which General Secretary Xi Jinping (also referred to as Chairman of the Central
Military Commission or President of the PRC, given the context of his responsibilities) calls
“the Chinese Dream,” a national aspiration to elevate the PRC to a position of strength,
prosperity, and leadership on the world stage.

PRC leaders characterize their strategy to achieve political, social, and economic modernity—
as defined by the Chinese Communist Party (CCP)—as a grand national endeavor that is
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sweeping in scope and far-reaching in how it will transform the PRC and, in turn, the world.
The Party defines national rejuvenation as a state in which the PRC is “prosperous, strong,
democratic, culturally advanced, harmonious, and beautiful.” Beijing’s strategy entails
deliberate and determined efforts to amass, improve, and harness the internal and external
elements of national power that will place the PRC in a “leading position.” CCP leaders
frequently refer to building the PRC’s “comprehensive” national power in this manner. The
PRC’s strategy entails a long-term planning process to attain national rejuvenation that sets
objectives, priorities, and milestones across virtually every aspect of governance and policy
including economics, political affairs, the rule of law, public order, national security,
diplomacy, and defense as well as social affairs, education, science and technology, culture,
the environment, and other matters.

The PRC pursues its efforts to generate greater national power from the basis of defending
and advancing its sovereignty, security, and development interests. Consequently, Beijing’s
national ambitions and statecraft rest on the foundation of the CCP-dominated political
ideology of enhancing the path, theory, system, and culture of “Socialism with Chinese
Characteristics.” The objective of this Party-led strategy is perhaps best stated in what the
Party calls its “basic line,” a single sentence in the CCP’s constitution that serves as the
mission of the Party and as the cornerstone for its policymaking. Last amended at the 19th
Party Congress in 2017, it states:

“The basic line of the Communist Party of China in the primary stage of
socialism is to lead all the people of China together in a self-reliant and
pioneering effort, making economic development the central task, upholding
the Four Cardinal Principles, and remaining committed to reform and opening
up, so as to see China becomes a great modern socialist country that is
prosperous, strong, democratic, culturally advanced, harmonious, and

beautiful.”

The 19" Party Congress also adopted “Xi Jinping Thought on Socialism with Chinese
Characteristics for a New Era” into the CCP’s constitution. Unanimously agreed by Party
delegates, “Xi Jinping Thought” was hailed as a “guide to action for the entire Party and all
the Chinese people to strive for the great rejuvenation of the Chinese nation,” designating
General Secretary Xi Jinping as the core of the Party with outsized influence driving party
objectives to come.

External Conditions. Among the external elements of the PRC’s national strategy are its
deliberate efforts to create a “favorable” international environment that is conducive to the
PRC’s rise and national rejuvenation, according to State Councilor Yang Jiechi, a member of
the Politburo and a leading Party official on foreign policy. During the 6 Plenary session of
the 19" Central Committee, the CCP reported its perceived success in managing its foreign
affairs and national security challenges having “broken new ground” in diplomatic endeavors
amidst “profound global changes and turned crises into opportunities amid complex situations
on the international stage.” With regard to national security, the CCP reported to have
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“enhanced” the PRC’s security on all fronts and “withstood political, economic, ideological,
and natural risks, challenges, and trials.” However, in 2021 and into 2022, PRC leadership
contended with the on-going effects of the COVID-19 pandemic that brought challenges for
the PRC’s diplomatic, cultural, and economic influence abroad. PRC leadership also took
diplomatic measures to manage increased global concern regarding PRC rhetorical and
diplomatic alignment with Russia before, following, and during the invasion of Ukraine, as
well as concern for the PRC’s growing assertive and coercive economic and military actions.
PRC leaders continue to believe that global trends, especially perceived U.S. decline, are
generally conducive to their long-term interests.

As PRC leadership view a divided China as a weak China, they argue that “full
reunification”—including the resolution of the “Taiwan question” and completing Hong
Kong’s and Macau’s integration by the end of 2049—is one of the fundamental conditions of
national rejuvenation. Beijing views as an imperative that China field a “world-class” military
that can “fight and win” and “resolutely safeguard” the country’s sovereignty, security, and
development interests. In support of this goal, on December 26", 2020 the National People's
Congress (NPC) passed revisions to the PRC’s National Defense Law, which broadened the
legal justification for PLA mobilization to include defense of China’s “development
interests.” The codification of this language in PRC law is intended to add legitimacy to the
use of military force to safeguard the PRC’s overseas interests.

China’s leaders claim national rejuvenation requires the PRC to “take an active part in leading
the reform of the global governance system” as many rules and norms were established, in
Beijing’s view, during a time of PRC weakness and without the PRC’s consultation and input.
The Party views aspects of the prevailing international rules-based system as constraining the
PRC’s strategic ambitions and incompatible with its sovereignty, security, political
preferences, and development interests. To the PRC’s leaders, revisions are necessary to
accommodate the PRC’s development and should reflect the CCP’s preferred transformation
in the distribution of power to forge an external environment more favorable to the PRC’s
political governance system and national interests.

Key Objectives & Milestones. For decades, the PRC’s leaders have framed their pursuit of
modernity and power as advancing China along a specific trajectory, with the PRC’s
centenary in 2049 serving as the target for achieving national rejuvenation and becoming a
“great modern socialist country.” From Beijing’s perspective, the PRC is a developing nation
that must transition into a “fully developed and highly advanced” socialist society, and this
trajectory involves the Party leadership shepherding the PRC through different stages of
gradual but systematic modernization and development. The Party demarcates the stages of
the PRC’s strategy with milestones accompanied by objectives and priorities determined by
the Party’s long-term planning processes.

Reflecting on the PRC’s progress at the 19th Party Congress in 2017, General Secretary Xi
Jinping declared that China had assumed “...a leading position in terms of economic and
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technological strength, defense capabilities, and comprehensive national strength” and
therefore “crossed the threshold into a new era.” Xi’s declaration that the PRC had entered a
“New Era” was not a change in strategic objectives, but an important signal of confidence that
the PRC’s progress was sufficient to tackle the next set of challenges in its development. For
the PRC’s strategy in the “New Era,” Xi laid out a broad plan to achieve national rejuvenation
with a timeline linked to two symbolically important centenary milestones reached in 2021
(the CCP’s centenary) and 2049 (the PRC’s centenary). To bridge the lengthy gap between
the two anniversaries, Xi added interim national objectives for 2035 and laid out a broad two-
stage modernization plan to reach 2049. Further demonstrating the Party’s confidence in the
PRC’s progress, Xi’s objectives for 2035 moved up certain mid-century targets set by the
Party going back to 1987.

At his centenary speech marking the 100™ anniversary of the CCP on July 1% 2021, Xi
declared that China had “realized the first centenary goal of building a moderately prosperous
society in all respects.” Beyond 2021, the PRC will use the “moderately prosperous society”
as the basis for Xi’s “two-stage” plan to achieve national rejuvenation by the PRC’s centenary
in 2049. In the first stage from 2021 to 2035, the Party aims for the PRC to "basically” meet
its initial thresholds for becoming a “great modern socialist country.” In this stage, the PRC
will likely continue to prioritize economic development as “the central task,” but rather than
rapid economic growth, it will seek to address its uneven economic development and
inequalities that Beijing recognized as the new “principal contradiction” in PRC society in the
“New Era.” By 2035, the PRC will also seek to increase its economic and technological
strength to become a “global leader in innovation” and aim to “basically” complete its military
modernization. The PRC will also seek to significantly strengthen its cultural “soft power”
and improve its domestic rule of law and governance systems.

In the second stage from 2035 to 2049, the PRC aims to complete its development and attain
national rejuvenation, realizing an international status that Xi describes as a “global leader in
terms of comprehensive national strength and international influence." A renewed PRC will
have attained—among the Party’s many goals—its objectives to field a “world-class” military
and assume a leading position within an international order revised in line with Beijing’s
overall foreign policy goal to establish what it refers to as a “community of common destiny

(AZEEPIZILFK),” or the PRC’s preferred official English translation, “community with a

shared future for mankind.”
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Military and Security Implications of the
20t National Congress of the CCP

General Secretary Xi Jinping presided over the 20t National Congress of the Chinese
Communist Party, known as the 20t Party Congress, from October 16 to 22, 2022. Party
Congresses, convened every five years, hold important military and security implications for
the PRC’s national and defense strategy. The military dimensions of the Report to 20th Party
Congress focused on intensifying and accelerating the People’s Liberation Army’s
modernization goals, to include deploying PLA forces on a “regular basis and in diversified
ways.” In order to achieve the PLA’s 2027 centenary goal, the 20t Party Congress set
objectives to “provide new military strategic guidance, establish a strong system of strategic
deterrence, increase the proportion of new-domain forces (most likely cyberspace and
space) with new combat capabilities, speed up the development of unmanned, intelligence
combat capabilities, and promote the development and application of the network
information system.” Reappointed as Chairman of the Central Military Commission (CMC)
for the third time, Xi Jinping selected a six-man CMC that offers political continuity, technical
expertise on military modernization and space issues, and Taiwan-focused operational
experience to lead the PLA toward achieving its centenary goals.

The 20t Party Congress also offers new insight on the CCP’s changing perception of the
PRC’s external security environment. Notably, the Party Congress report did not reiterate
previous reports’ statements that the PRC was operating within a “strategic window of
opportunity for development,” and did not state unequivocally “peace and development
remain the keynote of the times.” Rather, the PRC is facing “drastic changes in the
international landscape” and thus must be more mindful of “potential dangers and be
prepared to deal with worse-case scenarios.”

Historic Continuity. Understanding the origins of the PRC’s national rejuvenation is crucial
to understanding how the PRC will likely shape and pursue this strategic objective. PRC
leaders have consistently framed their efforts as seeking to “restore” China to a preeminent
place in the world after enduring what the Party characterizes as China’s “century of
humiliation” beginning in the 19th century as the Qing Dynasty began to disintegrate and
lasting until the founding of the PRC in 1949. While the Party’s exact articulation of this goal
as “the great rejuvenation of the Chinese nation” first emerged in the late 1980s, the Party has
championed the cause of rebuilding China since the 1920s. General Secretary Xi Jinping
frequently points to the CCP’s steadfastness to the cause of national rejuvenation and

b 13

describes it as the Party’s “original aspiration.”

The Party’s narrative of national rejuvenation speaks to the deep impressions left on the PRC’s
political landscape over an era defined by the disintegration of China’s polity, repeated
violations of China’s sovereignty by foreign powers, and the prolonged absence of physical
and economic security for many Chinese people. For a culture with a history stretching back
thousands of years—much of it spent as one of the most powerful and advanced civilizations
in the world—nationalist appeals to restore China’s greatness are deeply rooted. The threads
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of national renewal can be traced to China’s reformers and nationalist revolutionary leaders
in the late Qing Dynasty and emerged as a common nationalist theme in the fractured politics
of China’s Republican Era. This resonance is crucial to why the CCP portrays the PRC’s
rejuvenation as a nationalist project that the Party “shoulders” for the country.

The PRC’s Strategy & the CCP. The Party’s leaders frame “Socialism with Chinese
Characteristics” and the CCP as indispensable to the PRC overcoming its historical
circumstances and attaining national rejuvenation. As General Secretary Xi Jinping stated in
a speech to the CCP Central Committee in 2013, “Which ideological system a country
implements depends on one crucial issue: can this ideology resolve the historical problems
facing the country?” From the Party’s perspective, its leadership and systems are uniquely
able to restore the PRC’s strength, prosperity, and prestige—underscored with the implicit
warning that any deviation from socialism’s path would result in “chaos” and China falling
behind on its “historic mission.” As Xi stated, “...only socialism can save China—and only
Socialism with Chinese Characteristics can develop China.”

CCP leaders flatly reject the notion that the Party has abandoned its socialist ideology in recent
decades with the introduction of market features into the PRC’s economy or drifted towards
a non-ideological form of governance. The Party asserts that the PRC remains on the path of
“socialist modernization” but it seeks to advance the country gradually as a lesson painfully
learned from the Mao-era catastrophes that aimed for rapid progress. Accordingly, the Party
claims that to perform its decisive role in guiding the PRC’s development into a “great modern
socialist country,” it must ensure that the country advances in line with “the Four Cardinal

Principles (PQUREANRN).” First stated by Deng Xiaoping and later written into the CCP

Constitution, these principles mandate the Party “to keep to the path of socialism, to uphold
the people’s democratic dictatorship, to uphold the leadership of the CCP, and to uphold
Marxism-Leninism and Mao Zedong Thought.” The Four Cardinal Principles are the basis
for political and governance reforms pursued by the Party and the outer boundaries of its
efforts to “reform” and “open up” the country.

As General Secretary Xi Jinping told Party cadres in 2014, “promoting the modernization of
the national governance system and capacity is definitely not Westernization or capitalism.”
In addition to cultivating ideological discipline and fighting corruption within the Party, Xi
has sought to advance the PRC’s strategy by strengthening the Party’s primacy across China’s
governance systems and making the Party more effective at managing China’s political,
economic and social problems. Xi’s emphasis on building the CCP’s institutional capacity
and promoting internal unity—which he views as the means for the Party to perform its
strategic role—has become a prominent feature of his tenure.

Competition Between Systems. PRC leaders believe that structural changes in the
international system and an increasingly confrontational United States are the root causes of
intensifying strategic competition between China and the United States. The PRC’s leadership
has long viewed China as embroiled in a major international strategic competition with other
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states. Throughout the post-Mao reform era and particularly after the end of the Cold War,
the Party’s leaders recognized their socialist system was—and would remain over the long-
term—an underlying source of tension with the West. Given the Party’s ambitions to “restore”
the PRC’s place in the world and their assessment of the PRC’s relative weakness via-a-vis
rival states, CCP leaders recognized the PRC’s growing strength could threaten to flare
tensions with others without careful management. Deng Xiaoping’s reputed approach to this
dilemma, as attributed by other Party leaders, was for China to “hide our capacities and bide
our time, be good at maintaining a low profile; and never claim leadership.” While PRC’s
leaders have consistently pursued national rejuvenation as their goal, they have demonstrated
a degree of strategic adaptability to seize opportunities and manage threats to their overall
strategic objectives.

Over time, the PRC has characterized China’s view of strategic competition in terms of a
rivalry among powerful nation states, most importantly the United States, as well as a clash
of opposing ideological systems. The PRC’s leaders have indicated they view competition as
entailing aspects of cooperation and conflict, and that the Party would need to be adaptable,
flexible, and above all, patient. The PRC’s leaders have also offered a view of competition
based on relative levels of economic, technological, and military power. Speaking to the CCP
Central Committee in 2013, General Secretary Xi Jinping remarked that the Party needed to
“appreciate” that “developed Western nations” would continue to possess “real, long-term
advantages” over China in the economic, technological, and military domains. Xi argued that
China would need to “prepare for a long period of cooperation and of conflict between these
two social systems in each of these domains.” Lastly, Xi alluded to the core elements of
“national rejuvenation” as the PRC’s approach to this competition. Xi stated, “Most
importantly, we must concentrate our efforts on bettering our own affairs, continually
broadening our comprehensive national power, improving the lives of our people, building a
socialism that is superior to capitalism, and laying the foundation for a future where we will
win the initiative and have the dominant position.”

In the past two years, General Secretary Xi Jinping has presented his thoughts on the PRC’s
strategic environment on numerous occasions. In 2020, CCP leaders, including Xi himself,
convened several meetings on “growing risks” and, in the communique following the 5%
Plenum in October 2020, stressed that the PRC is on the brink of “changes unseen in a
century,” but also that China would benefit from a “profound adjustment in the international
balance of power.” In his CCP 100" anniversary speech, Xi asserted that as the world
experienced “once-in-a-century changes,” China had to adopt “a holistic approach to national
security that balances development and security imperatives” and implement “the national
rejuvenation.” In his 2022 New Year’s speech, Xi stated that China needed to “remain mindful
of potential risks” while maintaining “strategic focus and determination.”

Since just prior to the dissolution of the Soviet Union, PRC leaders have consistently
characterized China’s security environment as undergoing intense changes and viewed the
international order as shifting toward a multipolar system more commensurate with the PRC’s
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development. The Party views a shift toward a multipolar system as consistent with its
perception of global power trends. This shift is vital for the PRC to advance its strategy,
perceiving U.S. power as a constraint that impedes many of the PRC’s goals. The PRC’s
leaders have eagerly embraced narratives of the West’s relative decline and the inevitability
of China’s rise as largely consistent with their strategy and evidence of China's progress.

The Party views core aspects of the current international system as incompatible with its
vision for a revised order premised on its “community of common destiny.” The PRC’s
leaders view U.S. security alliances and partnerships, especially those in the Indo-Pacific, as
destabilizing and irreconcilable with the PRC’s sovereignty, security, and development
interests. Regionally, the PRC’s 2019 defense white paper claims that “Asia-Pacific”
countries are “increasingly aware that they are members” of the PRC’s “community with a
shared future for mankind” and that managing disputes through dialogue is its “preferred
policy option.”

Beijing has also expressed concerns over growing global instability and a mounting sense of
insecurity that it views as instigated by the United States. The PRC’s 2019 defense white
paper criticized the United States as the “principal instigator” of global instability and driver
of “international strategic competition.” China’s leadership views U.S. policy toward the PRC
as a critical factor affecting the PRC’s national objectives and increasingly views the United
States as more willing to confront Beijing where U.S. and PRC interests are inimical.

Given the enduring suspicion among some in Beijing that the United States seeks to contain
China, CCP leaders hold that the accrual of the PRC’s comprehensive national power will set
the conditions for the PRC’s ability to confront or dissuade the United States and prevent
containment. As China’s leaders seek to translate the PRC’s growing economic and military
means into influence to advance their international aspirations, they must also carefully
balance the PRC’s expanding interests across their priorities and resources. For example,
China’s Belt and Road Initiative (BRI), originally called One Belt, One Road (OBOR),
expands the PRC’s overseas development and security interests; Beijing has signaled this will
drive the PRC toward expanding its overseas military footprint to protect those interests.
China’s leaders also seem to have recognized that BRI and other initiatives have sparked
concerns about the PRC’s intentions, leading it to use less inflammatory and more tailored
rhetoric without altering the programs’ fundamental goals. Similar tensions can be found in
the PRC’s efforts to advance General Secretary Xi Jinping’s foreign policy goals such as
building a “community of common destiny;” pressing revisions to the international order; and
establishing diplomatic relationships in accordance with what the PRC calls “strategic
partnerships.” The PRC seeks to secure and advance its overseas interests without entirely
compromising the relationships and stability crucial to its continued development. This
tension underscores the increasingly complex decisions and risks China’s leaders must weigh
in implementing their strategy.
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The PRC’s National Security Concept & Management

In recent years, the PRC has articulated its view of national security as a broad concept that
spans the confluence of internal and external threats to the PRC’s interests. Party leaders
have identified national security as encompassing traditional and non-traditional domestic
and foreign threats; the intersection of external influences on internal stability; and economic,
cultural, societal, and environmental threats. Additionally, Beijing has taken steps to define a
concept for national security; improve the CCP’s ability to develop and coordinate national
security policy across party, military, and state organs; and raise domestic awareness of
national security concerns. These efforts seek to address longstanding concerns of China’s
leadership that the country’s legacy system of stove-piped party-state organizations was ill
equipped to meet the growing national security challenges that the PRC faces.

National Security Concept: The CCP’s “Overall National Security Concept” (R AEZXR

Z £ M), first proposed by General Secretary Xi Jinping in 2014, provides the

framework for the PRC’s national security system, the mission of the Central National
Security Commission (CNSC), and the basis of the PRC’s national security strategy.
According to the Party, the premise of the concept is that “The people's security is the
purpose of national security, political security is the root of national security, and
priority in national interests is the norm of national security.” China’s leaders consider
people’s security, political security, and national interests as mutually reinforcing
aspects of national security. Party outlets describe people’s security as the purpose
because national security fundamentally must serve the PRC people and the PRC
nation. Similarly, the Party’s view of political security as the foundation of national
security is described in terms of the maintenance and “ruling status” of the Party and
the system of “Socialism with Chinese Characteristics.” This reflects the Party’s
certainty that its leadership and systems are indispensable to the PRC’s national
rejuvenation. Party leaders assess the supremacy of national interests as the criterion
or standard by which the Party expects its stewardship of the PRC’s national security
will be judged: its ability to “resolutely safeguard” the PRC’s sovereignty, security, and
development interests. The PRC’s concept also views development and security as
mutually supporting aspects of national security in which “Security guarantees
development, and development is the goal of security.”

Central National Security Commission (CNSC): To improve coordination on national
security matters, the CCP created the CNSC in 2013. The CNSC advises the Politburo,
oversees the coordination of national security issues across the government, and
manages crises. Embracing the Party’s expansive concept of national security, the
CNSC'’s purview covers internal and external national security matters. The CNSC’s
mission, codification in law, sprawling definition of national security, and powerful
leadership has led the CNSC to become an important party-state organ—promulgating
regulations in 2021 on the “National Security Work of the CCP” and outlining who,
what, and how the CCP will lead national security in the PRC.
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Membership. The PRC’s top three leaders lead the CNSC: Xi who serves as the CNSC
Chairman; Li Keqiang (Premier of the State Council); and probably Li Zhanshu
(Chairman of the Standing Committee of the National People’s Congress). CNSC
membership may include Politburo members, senior government leaders, and senior
PLA leaders (including the two Vice Chairman of the CMC). The CNSC General Office
is responsible for the commission’s daily work and is run by senior CCP officials
serving in dual-hatted roles in other positions. The current Director of the CNSC
General Office is likely Ding Xuexiang, a longtime political aide to Xi. Ding also serves
as the Director of the General Office of the Central Committee and is a member of the
Politburo. Since May 2018, Chen Wenging has served as Deputy Director of the CNSC
General Office. Chen is also the Minister of State Security.

National Security Strategy. By 2015, the CCP adopted the PRC’s first national security
strategy outline following the CNSC'’s establishment. Official media noted the strategy
intends to unify efforts by various departments under the central leadership’s
guidance. Over the years, the PRC’s leaders and media have indicated various
national security sub-strategies that cover a variety of issues including political
security, homeland security, military security, economic security, cultural security,
societal security, technology security, network security, nuclear safety, ecological
security, resource security, and biosecurity.

National Security Law. With the establishment of the CNSC and the Party’s adoption
of the national security strategy, in 2015 the NPC passed the National Security Law.
This law encapsulated the Party’s overall national security concept and swept a broad
range of issues beneath a new legal framework of “national security,” while
strengthening the formal role of central authorities. In recent years, the NPC has also
passed a series of laws intended to address more specific national security concerns
including counterespionage (2014), counterterrorism (2015), cybersecurity (2016),
foreign non-governmental organizations in China (2016), intelligence (2017), and
cryptography (2019). While these laws address more specific national security
concerns, they remain sweeping in scope and authorities.

In an effort to raise public awareness of the Party’s national security concepts and
emphasize national security as a civic responsibility, the 2015 National Security Law
designated April 15 of each year as National Security Education Day. Indicating the
reach and depth the Party desires its national security concepts to penetrate into the
party-state, the 2015 National Security Law also made provincial, autonomous
regions and municipalities responsible for national security work within their
administrative areas. This has led to the creation of national security committees in
the Party’s provincial-level organizations, each headed by the province’s party chief.
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FOREIGN POLICY

Key Takeaways

» The PRC’s foreign policy seeks to build a “community of common destiny” that
supports its strategy to realize “the great rejuvenation of the Chinese nation.” Beijing’s
revisionist ambition for the international order derives from the objectives of its
national strategy and the Party’s political and governing systems.

» In 2021, the PRC employed multiple diplomatic tools in an attempt to erode U.S. and
partner influence such as highlighting the U.S. withdrawal from Afghanistan and
criticizing U.S.-backed security partnerships including the Quad (Australia, India,
Japan, and the United States) and Australia-UK-United States partnership (AUKUS).

» The COVID-19 pandemic also continued to be a driving force behind the PRC’s
foreign policy efforts in 2021, as Beijing sought to deflect blame for its initial response
to pandemic, and continued its use of foreign medical assistance, including vaccine
donations, to bolster its bilateral ties and advance its responsible great power narrative.

The PRC’s diplomatic activities continued to seek a more prominent role for Beijing in
international affairs. China has embraced a new diplomatic framework that it terms “Major
Power Diplomacy with Chinese Characteristics,” which is guided by the foreign policy
direction determined by the CCP Central Committee and was set forth in General Secretary
Xi Jinping’s report at the 19th Party Congress. This framework seeks to advance the PRC’s
strategy of national rejuvenation by achieving the CCP’s two centenary goals, improving the
coordination of China’s major domestic and international policies, reforming aspects of the
international order, adhering to the CCP Central Committee’s direction, and defending the
PRC’s major interests.

The CCP’s theory of “Socialism with Chinese Characteristics” underpins the conduct of the
PRC’s foreign affairs. Since General Secretary Xi Jinping assumed power at the 18th Party
Congress in 2012, the CCP Central Committee has placed greater emphasis on the PRC’s
foreign policy advancing “the cause of Socialism with Chinese Characteristics.” Yang Jiechi,
a top Party official for the PRC’s foreign policy, has claimed that adherence to Socialism with
Chinese Characteristics is “showing extremely bright prospects” and “reached a new
historical starting point.” Importantly, the CCP’s theory shapes the particular contexts and
caveats that the PRC applies to its diplomatic concepts and principles.

According to Party officials, the overall goal of the PRC’s foreign policy is to build a
“community of common destiny” that seeks to shift the international system towards an
architecture based on the CCP’s principles for how nations should interact. This goal is
essential to how the PRC’s foreign policy supports its broader strategy to achieve national
rejuvenation. From Beijing’s perspective, establishing this “community” is necessary to set
the external security and economic conditions for the PRCs national rejuvenation by
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“safeguarding world peace” and “promoting common development” according to the Party’s
principles. The PRC recognizes it cannot achieve its goals in isolation and seeks ‘“all
countries” to adopt its diplomatic framework in order to “build a community with a shared
future for mankind” and “actively control the new direction of China and the world.” Lastly,
PRC officials acknowledge that aspects of the international order are inconsistent with its
objectives. The PRC’s diplomatic framework seeks to remedy this by promoting changes in
a more “just and reasonable direction.”

The PRC’s ambition to shape the international order derives from the objectives of its national
strategy and the Party’s political and governing systems. The PRC does not frame its efforts
as simply opportunistic challenges to the status quo or a significant deviation from the past.
Rather, Beijing is acting upon its longstanding desire to redesign the architecture of the
international order to support the PRC’s national rejuvenation, efforts that are married with
growing resources and opportunities to do so. The PRC’s foreign policy seeks to revise
aspects of the international order on the Party’s terms and in accordance with ideas and
principles it views as essential to forging an external environment supportive of the PRC’s
national rejuvenation and strategic goals.

As part of its effort to establish a “community of common destiny,” the PRC likely seeks to
present itself as a provider of “global public goods.” According to PRC documents and
speeches, this includes efforts to address a broad range of global challenges centered on
international security, economics, global development, and the COVID-19 pandemic. Xi
Jinping presents the Global Security Initiative, the Global Development Initiative, BRI, and
the PRC’s COVID-19 vaccine distribution to the international community as an impetus to
improve collective global security challenges.

The PRC’s foreign policy framework includes efforts to promote and accelerate the
transformation in the distribution of power, revise the principles of interstate relations, and
reform global governance structures. Within the context of “Major Power Diplomacy with
Chinese Characteristics,” PRC officials have described how the PRC differentiates its goals
and relations according to the power relationships among four categories of actors: major
powers, peripheral nations, developing nations, and international organizations. Among the
major powers, Beijing contends that a new framework for relations is necessary to construct
a “stable and balanced development” between the powers—in essence a multipolar system.
Yang Jiechi contends that, due to the COVID-19 pandemic, major power relations are
undergoing a “first round of interactive adjustment.” With geographically peripheral nations,
the PRC seeks to strengthen its relationships to create a more favorable environment along its
maritime and land borders in accordance with Beijing’s view of justice and interests. For
developing countries, the PRC emphasizes solidarity and cooperation, as well as “actively”
carrying out multilateral diplomatic work, to include continued ‘“high-quality development”
under its Belt and Road Initiative. PRC leaders consider developing countries the
“unshakeable foundation of China’s foreign policy.” Its priorities in developing countries —
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such as those in Africa, Latin America, and the Middle East — include cooperating in existing
multilateral organizations, creating export markets for PRC technology products, positioning
the PRC as a provider of “global public goods,” and securing support for the PRC’s attempts
to reshape the international system.

Another tenet of “Major Power Diplomacy with Chinese Characteristics” is Beijing’s
ambition to construct “new types” of “omnidirectional” relations and bilateral partnerships
among states. The PRC desires for its concepts of mutual respect, cooperation and mutual
benefit to provide the basis for these “new types” of relations. Yang Jiechi describes China’s
“new type” relationships as strategic partnerships that follow a new path of “major power
relations.” Although distinct from alliance relationships, the PRC’s notion of strategic
partnerships is indicative of a relationship that meets Beijing’s criteria and is worthy of a
higher level of bilateral cooperation. To improve its diplomatic support further, the PRC also
seeks to create what it calls a “comprehensive global partnership network™ of its strategic
partners to form a global “circle of friends.” Despite its encompassing rhetoric, the PRC uses
nomenclature to implicitly rank its level of “partnership.” For example, the PRC ranks
Pakistan as its only “all-weather strategic partner,” Russia as its only ‘“comprehensive
strategic partner with coordination relations,” and other countries such as Brazil and various
states in South and Southeast Asia holding “all-round strategic partnership relations.”

The PRC also promotes reforms to the “global governance system” as part of its diplomatic
framework in order to reflect the “profound evolution” of the international order. According
to Yang Jiechi, “The global governance system is at an important stage of profound evolution,
and global governance has increasingly become the frontier and key issue of China’s foreign
work.” To “seize opportunities” for reform, the PRC actively participates in the construction
of a new global governance system based upon the Party’s principles. This may be achieved
through the creation of new multinational organizations and forums to uphold the authority
of the CCP and the PRC’s national sovereignty, security, and development interests. Yang
also asserted that all nations are considering the state of international affairs following the
pandemic, and that as a result, “changes in the international order are accelerating.” For
example, the PRC promotes BRI as an “important practical platform for the concept of the
community of common destiny.” BRI also serves to strengthen Beijing’s strategic
partnerships, enlarge its network of strategic partners, and advance reforms to the international
order to support the PRC’s strategy.

PRC leaders also continued to push diplomatic efforts to strengthen the PRC’s economic
connectivity across the Indo-Pacific region, particularly as the PRC’s economy recovered
from the worst effects of the COVID-19 pandemic. In September 2021, the PRC sought to
join the Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP)
despite the huge gaps in the PRC’s ability to comply with the requirements of the trade pact.
Beijing’s application to CPTPP occurred just a week prior to Taipei’s also applying to join
the trade bloc, suggesting the PRC may have applied to isolate Taiwan’s economic connection
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and limit CPTPP members’ autonomy to establish regional economic norms without Beijing’s
input or participation.

In addition, the PRC employed a wide range of diplomatic tools throughout 2021 to erode
U.S. influence globally and subvert U.S.-backed security partnerships such as the Quad
(Australia, India, Japan, and the United States) and AUKUS (Australia, the United Kingdom,
and the United States), which Beijing perceives as avenues to constrain its rise. The PRC also
seeks an alternative to the U.S. system of alliances centered on a broader, multilateral
“common, comprehensive, cooperative, and sustainable” security. The CCP is frustrated by
what it perceives to be an exaggerated threat picture of China caused by the United States. In
addition, Beijing routinely asserts the United States is the sole party responsible for escalating
U.S.-China tensions, primarily to deflect criticism of the PRC’s efforts to reshape the
international environment to protect its interests. For example, PRC Foreign Minister Wang
Yi claimed at the December 2021 symposium on China’s 2021 foreign policy that ““...multiple
challenges suffered by China-U.S. relations lies in the strategic misjudgment made by the
U.S. side on China and bilateral relations.” PRC officials and state media outlets also
repeatedly condemned the U.S. withdrawal from Afghanistan and cited the withdrawal as
evidence that the U.S. is an unreliable partner and declining power. In addition, PRC officials
have inaccurately framed AUKUS as an act of nuclear proliferation and a threat to regional
stability with an intent to stoke regional concerns about the trilateral security partnership and
press countries to limit engagement with U.S.-backed alliances.

COVID Diplomacy. The COVID-19 pandemic also continued to be a driving force behind
the PRC’s foreign policy efforts throughout 2021. Beginning in 2020 and throughout 2021,
Beijing seized the opportunity to use COVID-19 as a propaganda tool against the West, sought
to deflect culpability for the global pandemic, and attempted to capitalize on its domestic
success in containing the virus and providing foreign health assistance. PRC officials also
continue to assert the superiority of the PRC’s political model in enabling its success against
the virus, despite the notable performance of Asian democracies, particularly Taiwan. In 2021,
PRC officials maintained its Zero-COVID strategy, which seeks to eliminate the virus through
closed borders and stringent domestic controls. These controls include strict travel
restrictions, mass mandatory testing regimes, and extensive quarantine requirements. PRC
state media and PRC officials also engaged in an effort to push disinformation on the origins
of COVID-19, denigrate democratic countries’ responses to COVID, and at times displayed
a hardened political response to criticism.

Beijing also sought to establish a reputation as a key supporter of nations around the world
fighting the pandemic. Throughout 2021, the PRC conducted an extensive vaccine diplomacy
effort, providing through donations or sales, PRC-origin vaccines for strategic political
purposes. Beijing primarily targeted countries in Asia and the Global South, viewing the
provision of COVID-19 vaccines as an opportunity to bolster China’s bilateral ties, advance
its responsible great power narrative, and undercut support for Taiwan. The PRC also
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continued to provide COVID-19 aid, such as personal protective equipment (PPE) and
medical teams, to countries around the world, in some cases using military transport assets
and personnel. However, the lack of sufficient data and transparency raised questions
concerning the effectiveness of the PRC’s vaccines amidst reports of low protection rates,
later confirmed by the Director of the PRC Center for Disease Control in April 2021. In
addition, spread of new COVID-19 variants such as Omicron raised international concerns
about the efficacy and durability of PRC-origin COVID-19 vaccines.

In 2021, the PRC’s COVID-19 related aid and vaccines were criticized for including political
conditions. Aid recipients and outside observers noted that Beijing often linked provision of
assistance and promises of vaccine doses to specific PRC policy objectives, such as exclusion
of Taiwan from the World Health Assembly and other international organizations,
participation in BRI, opening markets to PRC technology companies, and severing diplomatic
recognition of Taiwan. For example, the PRC successfully used vaccine provision to convince
the Brazilian government to reverse its ban on Huawei participation in its 5G networks.
Though unsuccessful, in the case of Paraguay’s need for vaccines, the PRC sought to extract
concessions regarding Paraguay’s diplomatic relations with Taiwan in exchange for aid in
early 2021.

Assertive Diplomacy. In 2021, Xi Jinping continued to urge efforts for the PRC to develop a
“voice in international discourse that matches China’s comprehensive national strength and
international status.” In the PRC’s view, strengthening the country’s international
communication was “imperative” to creating a “favorable external environment for China’s
reform, development, and stability.” PRC diplomats, and non-official PRC actors, continued
to use a more aggressive, confrontational approach to pursuing PRC aims and responding to
criticism, often referred to as “Wolf Warrior” diplomacy—a term coined by Western
observers. PRC diplomats frequently engaged in more assertive diplomacy with foreign
audiences through traditional mediums and social media platforms—many of which are
banned in the PRC. Although Xi Jinping said that China needs to improve its efforts to create
a positive image of the PRC, PRC officials have maintained their hostile diplomatic
messaging often in a performative style, which receives praise from domestic PRC audiences.
For example, at the March 2021 U.S.-PRC Meeting in Anchorage, Yang Jiechi and PRC
Foreign Minister Wang Yi exclusively blamed the United States for causing the downward
trajectory in U.S.-Sino relations, with Yang Jiechi asserting that “the United States is not
qualified to speak to China from a position of strength.” In June 2021, the PRC Ambassador
to France defended the PRC’s “Wolf Warrior” diplomacy, claiming that international
criticism of Beijing’s approach reflects the “arrogance of the west” and proclaimed that he
was honored to be described as a “Wolf Warrior.” PRC diplomats and state media outlets
have echoed this defense, suggesting that PRC officials view hostile and assertive diplomacy
as an effective tool to advance and defend China’s interests.
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Military Diplomacy. The PRC’s willingness to engage in military diplomacy with other
countries can vary considerably based on its perception of a country’s adherence to Beijing’s
diplomatic framework. For example, the PRC’s “comprehensive strategic partnership of
coordination” with Russia entails a relatively high degree of military cooperation. Sino-
Russian military cooperation occurs in practical forms through exchanges of training,
equipment, technology, high-level visits, and other coordination mechanisms. For other
strategic partnership countries, the PRC seeks to leverage those relationships to reinforce the
PRC’s systemic preferences and maintain stability in Beijing’s favor. For countries with
whom the PRC has not established strategic partnerships, such as the United States, the PRC
shapes its military cooperation along more minimalist principles of conflict avoidance that
emphasize “non-conflict” and “mutual respect.” From Beijing’s perspective, these curtailed
relationships at least serve its foreign policy objective by ensuring stable relations with major
powers.

While the COVID-19 pandemic continued to constrain PRC’s military diplomacy in 2021,
the PLA increased its external high-level military visits compared to 2020 and maintained
close contact with the military leadership of neighboring countries. The PLA also relied on
high-level virtual bilateral meetings and multilateral engagements to supplement cancelled
engagements and maintain contacts with foreign militaries. The PRC has set up defense and
security consultations as well as working meeting mechanisms with 17 neighboring countries
to keep exchange channels open.

China’s Territorial Disputes in Context

The PRC’s use of force in territorial disputes has varied widely since 1949. Some disputes led
to war, as in border conflicts with India in 1962 and Vietnam in 1979. China’s contested
border with the Soviet Union during the 1960s raised the possibility of nuclear war. In recent
cases involving land border disputes, China has sometimes been willing to compromise with
and even offer concessions to its neighbors. Since 1998, China has settled 11 land-based
territorial disputes with six of its neighbors. However, within the last decade China has
employed a more coercive approach to deal with several disputes over maritime features,
ownership of potentially rich offshore oil and gas deposits, and border areas.

Tensions with India along the Line of Actual Control (LAC) sparked a standoff between
Chinese and Indian forces in mid-May 2020, which persisted into the winter. The standoff
escalated on June 15" 2020 after a skirmish ensued in the Galwan Valley between Indian
Army and PLA forces that ended with 20 Indian soldiers and four PRC soldiers dead,
according to press. In 2021, the PRC continued to amass forces and build military
infrastructure along the LAC.

The PRC and Japan have overlapping claims to both the continental shelf and the exclusive
economic zones (EEZs) in the East China Sea. The East China Sea contains natural gas and
oil, though hydrocarbon reserves are difficult to estimate. Japan maintains that an equidistant
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line from each country involved should separate the EEZs, while China claims an extended
continental shelf beyond the equidistant line to the Okinawa Trench. The PRC continues to
assert sovereignty over the Japan-administered Senkaku Islands and reiterate the importance
of abiding by the four-point consensus signed in 2014, which states both sides will
acknowledge divergent positions over the East China Sea dispute but will prevent escalation
through dialogue, consultation, and crisis management mechanisms. Japan remains concerned
with the persistent deployment of PRC coast guard ships and fishing vessels in disputed East
China Sea waters and contests the PRC’s claim of sovereignty.

Select Chinese Territorial Claims

The South China Sea (SCS) plays an important role in security considerations across East
Asia because Northeast Asia relies heavily on the flow of oil and commerce through SCS
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 Islands and other land features
within its ambiguous self-proclaimed “nine-dash line”—claims disputed in whole or part by
Brunei, the Philippines, Malaysia, and Vietnam. Taiwan, which occupies Itu Aba Island in
the Spratly Islands, makes the same territorial assertions as the PRC. To further assert its
sovereignty, in April 2021, China created two new administrative districts to cover the
Paracels and Spratlys, and named 80 geographical features it claims in the region. The PRC
continued to employ the PLA Navy (PLAN), China Coast Guard, and maritime militia to
patrol the region throughout 2021. In response to China’s continued assertive actions,
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Indonesia, Malaysia, the Philippines, and Vietnam publicly rejected Beijing’s nine-dash line
claims and invoked international law in support of their maritime sovereign rights.

The PRC has long challenged foreign military activities in its claimed exclusive economic
zone (EEZ) in a manner that is inconsistent with the rules of customary international law as
reflected in the United Nations Convention on the Law of the Sea. However, in recent years,
the PLA has begun conducting the same types of military activities inside and outside the
First Island Chain in the EEZs of other countries, including the United States. This activity
highlights China’s double standard in the application of its interpretation of international law.
Examples include sending intelligence collection ships to collect on military exercises such
as the Rim of the Pacific (RIMPAC) exercise off Hawaii in 2014 and 2018, TALISMAN
SABER off Australia in 2017, 2019, and 2021, and operating near Alaska in 2017 and 2021.
PRC survey ships are also extremely active in the South China Sea and they frequently operate
in the claimed EEZs of other nations in the region such as the Philippines, Vietnam, and
Malaysia.

ECONOMIC POLICY

Key Takeaways

» The PRC’s military modernization objectives are commensurate with and part of
China’s broader national development aspirations. The CCP’s economic, political,
social, and security development efforts are mutually reinforcing and support
Beijing’s strategy of national rejuvenation.

» Beijing’s “dual circulation (X{&ER)” policy aims to forge domestic resilience by

reducing China’s reliance on foreign supply chains that have proven to be economic
chokepoints. In addition, the policy aims to boost domestic production and
consumption to fuel growth, and decrease the economy’s reliance on exports moving
forward.

» China’s economic development supports its military modernization not only by
providing the means for larger defense budgets, but through deliberate Party-led
initiatives such as the Belt and Road Initiative (BRI) and Made in China 2025, as well
from systemic benefits of the PRC’s growing national industrial and technological
base.

» China’s tools of economic statecraft include inducements such as infrastructure
investments under BRI; industrial and technology policies that seek foreign
technology transfers in exchange for market access; protectionist policies and legal
barriers for foreign firms to compete in China’s domestic market; selective observance
of trade commitments; and economic coercion against other states.
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The PRC’s military modernization objectives are commensurate with, and part of, China’s
broader national development aspirations and work in coordination with China’s economic
policies and systems. PRC’s leaders directly link the pace and scale of the PLA’s
modernization with the country’s overall development. PRC’s economic, political, social, and
military development efforts are mutually reinforcing and support its strategy of national
rejuvenation. The Party gives priority to China’s economic development as the “central task”
and frames its economic system as the means of advancing the nation’s overall political and
social modernity. In particular, China’s economic targets abroad focuses intensely on
advancing what the Party calls the country’s “productive forces” (e.g., industry, technology,
infrastructure, and human capital) which it views as the means to achieve the country’s
political and social modernity—including building a “world-class” military. The party-state’s
relentless efforts to grow China’s national industrial and technological base has significant
implications for China’s military modernization, as well as for China’s global economic
partners.

CCP leaders have cast China’s partial adoption of market features—which were implemented
as part of its “reform and opening up” that began in the late 1970s, and subsequently led to an
economic transformation—as evidence that their strategy to modernize China has been
succeeding rather than viewing the market feature adoption as a repudiation of the Party’s
fundamental economic ideals. Party leaders since Deng Xiaoping have consistently
rationalized China’s market-oriented economic reforms as a necessary regression from
socialism needed to account properly for China’s historical circumstances, which left it
significantly underdeveloped. According to the Party, contemporary China remains at the
beginning stage or the “primary stage of socialism” with a long process of socialist
modernization ahead.

Basic Economic System. The Party conceives of China’s economy as constituting the “basic
economic system” in which public ownership is dominant and state, collective, and private
forms of ownership develop side-by-side. The basic economic system comprises China’s
public ownership economy and the multi-ownership economy.

Economic Development Goals. Despite slowing economic growth just prior to and during
the COVID-19 outbreak, China will continue to pursue the economic policy objectives
determined by the CCP Central Committee and set forth in the 14™ Five-Year Plan. According
to Xi’s report at the 19 Party Congress, China’s economic goals are: (1) furthering supply-
side structural reform; (2) making China a country of innovators; (3) pursuing a rural
vitalization strategy; (4) implementing the coordinated regional development strategy; (4)
accelerating efforts to improve the socialist market economy; and (5) making new ground in
pursuing opening up on all fronts. The CCP sets more specific development goals in its Five-
Year Plans (FYPs). The PRC is currently executing the 14™ FYP that will cover 2021-2025.
The priorities and goals in the FYPs not only apply to the government and the public
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ownership economy, but also serve as implicit guidance from the Party to the multi-ownership
economy.

Economic Conditions. Even before COVID-19, China’s economic growth had slowed
because of demographic challenges, declining returns from state-led infrastructure
investment, and slowing urbanization. Since 2016, and increasingly in the past year, the PRC
leadership’s decision to increase oversight and tighten regulation on the financial and tech
sector, as well as the PRC’s efforts to curb risky lending practices in housing and property
markets have added additional strain on its economy. China’s efforts in early 2020 to contain
the COVID-19 outbreak with government lockdowns and strict control measures exacerbated
this slowdown in China’s economy. In March 2021, China announced an annual growth target
of 6 percent, but China achieved 8.1 percent growth for 2021. In the first half of 2021 China’s
exports surged, fueling growth, but as the economic landscape tightened exports were weaker
in the second half of the year, portending substantially slower growth in to 2022.

Economic Policies & Practices. The PRC’s introduction of market economy features within
the “basic economic system” without a full transition to free and open markets has resulted in
laws, regulations, and policies that generally disadvantage foreign firms vis-a-vis their
Chinese counterparts in terms of tradable goods, services sectors, market access, and foreign
direct investment. Examples of China’s economic policies and trade practices include its
support to domestic industries at the expense of foreign counterparts, commercial joint
venture requirements, technology transfer requirements, subsidies to lower the cost of inputs,
sustaining excess capacity in multiple industries, sector-specific limits on foreign direct
investment, discriminatory cybersecurity and data transfer rules, insufficient intellectual
property rights enforcement, inadequate transparency, and lack of market access—
particularly in the information and communications technology (ICT), agriculture, and service
sectors. Market access remains difficult for foreign firms because China restricts inbound
investment, resulting in persistent underperformance in other countries’ services exports,
particularly in the banking, insurance, Internet-related, professional, and retail services
sectors.

In March 2018, an investigation by the Office of the U.S. Trade Representative (USTR) under
Section 301 of the Trade Act of 1974 determined that the acts, policies, and practices of the
PRC government related to technology transfer, intellectual property, and innovation were
unreasonable or discriminatory and burden or restrict U.S. commerce, resulting in harm to the
U.S. economy of at least $50 billion per year. Additionally, the USTR’s annual Special 301
Report, which identifies trading partners that do not adequately or effectively protect and
enforce intellectual property rights and the findings of its Review of Notorious Markets for
Counterfeiting and Piracy, has repeatedly identified China as a country that has serious
intellectual property rights deficiencies. These reports, for example, have repeatedly identified
China as the world’s leading source of counterfeit and pirated goods. Since 2006, USTR has
placed China on its Priority Watch List, placement on which indicates particular problems
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with respect to intellectual property protection, enforcement, or market access for U.S.
persons relying on intellectual property. The USTR’s 2020 Special 301 Report states:
“China’s placement on the Priority Watch List reflects U.S. concerns with China’s system of
pressuring and coercing technology transfer, and the continued need for fundamental
structural changes to strengthen intellectual property protection and enforcement, including
to trade secret theft, obstacles to protecting trademarks, online piracy and counterfeiting, the
high-volume manufacturing and export of counterfeit goods, and impediments to
pharmaceutical innovation.”

A large portion of China’s economic output results from government and policy-directed
investments rather than market-based forces. China pursues state-directed investment
overseas and encourages mergers and acquisitions. Along with heavy investments in
infrastructure and commodities to support its strategic firms, increase economic engagement,
and improve economic security, China is investing in technologies that will be foundational
for future innovations with both commercial and military applications.

The PRC seeks and obtains foreign technology through the following means: foreign direct
investment, overseas acquisitions, legal technology imports, the establishment of foreign
research and development (R&D) centers, joint ventures, research and academic partnerships,
talent recruitment, industrial, and cyberspace-enabled espionage and theft.

Recent legal proceedings highlight numerous cases of China’s efforts to obtain technology
and knowledge through theft of trade secrets and economic espionage. In November 2021, a
jury in U.S. Federal court convicted a PRC intelligence officer of attempting to steal industry-
leading aviation trade secrets. Court documents show that the PRC officer attempted to steal
technology related to GE Aviation’s exclusive composite aircraft engine fan to benefit the
PRC state. In November of 2020, a rheumatology professor pleaded guilty to using $4.1
million in NIH grants to develop China’s expertise in rheumatology and immunology. In
November 2019, a U.S. Federal grand jury indicted a PRC national who had worked as an
imaging scientist for Monsanto and its subsidiary, The Climate Corporation, on charges
related to economic espionage and stealing trade secrets for China. Federal officials stopped
him from boarding a flight on a one-way trip to China in 2017 with a proprietary algorithm,
according to the U.S. Department of Justice.

The PRC’s recent economic policies have promoted innovation focused on strengthening
domestic industry, while placing additional restrictions on foreign firms. Recognizing that
some of its initiatives such as “Made in China 2025 and BRI have sparked concerns about
China’s intentions, China’s leaders have adopted less inflammatory rhetoric when promoting
these initiatives without altering their fundamental strategic goals.

Made in China 2025: First announced by the PRC in May 2015, the “Made in China
2025 plan seeks to increase China’s domestic innovation by setting higher targets
for domestic manufacturing in strategic industries such as robotics, power
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equipment, and next-generation information technology by 2020 and 2025. This
plan seeks to strengthen China’s domestic enterprises through awarding subsidies
and other incentives while increasing pressure on foreign firms to transfer
technology to have market access in China. “Made in China 2025 came under
criticism from advanced countries for unfairly favoring China’s domestic enterprises
at the expense of foreign participants in China’s markets. Increasingly aware and
sensitive to these concerns, by June 2018, China began avoiding references to “Made
in China 2025 in major policy papers. The PRC government ordered its media
outlets to downplay use of the term in June 2018. Key events that PRC leaders use
to set strategic directives have also avoided references to “Made in China,” including
the 2019 Central Economic Work Conference and the NPC. Despite the adjustments
in its narrative, China has largely continued implementing the policies behind “Made
in China 2025.”

Dual Circulation: In 2020, Xi Jinping articulated the economic policy of dual
circulation, which aims for a largely self-sufficient China that could innovate,
manufacture, and consume within its own economy, while still drawing on the
international economy through exports, critical supply chains, and limited imports
of capital. Dual circulation seeks to enable the internal markets and external markets
to reinforce each other, with a focus on establishing the domestic market as the
primary driver of economic growth.

Legal Framework. The PRC in recent years has implemented new laws that seek to place
further restrictions on foreign firms while creating or strengthening the legal framework for
the Party’s national security concepts and in some cases furthering its Military-Civil Fusion
(MCF) Development Strategy (discussed in the next section):

National Defense Law: Adopted in March 1997, the law provides legal justification
to mobilize the military and civilian resources in defense of a broad range of national
interests.

National Security Law: Adopted in July 2015, the law limits foreign access to the
information and communications technology (ICT) market in China on national
security grounds.

Counterterrorism Law: Adopted in December 2015, among its provisions, the law
requires telecommunications operators and Internet service providers to provide
information, decryption, and other technical support to public and state security
organizations “conducting prevention and investigation of terrorist activities.”

National Defense Transportation Law: Coming into effect in 2016, the National
Defense Transportation Law advances the PRC military-civil fusion development
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strategy by laying the groundwork for the PLA Navy to mobilize civilian maritime
transportation resources and facilities to support power projection missions.

Cyber Security Law: The law, which went into effect in June 2017, promotes
development of indigenous technologies and restricts sales of foreign ICT in China.
The law also requires that foreign companies submit ICT for government-
administered national security reviews, store data in China, and seek government
approval before transferring data outside of China.

Intelligence Law: Passed in June 2017, the law allows authorities to monitor and
investigate foreign and domestic individuals and organizations to protect national
security. Specifically, it allows authorities to use or seize vehicles, communication
devices, and buildings to support intelligence collection efforts.

Cryptography Law: Adopted in October 2019 and coming into effect in 2020, this
law requires entities working on cryptography to have management systems in place
to ensure sufficient security for their encryption. Although the law encourages
development of commercial encryption technology, its use cannot harm national
security or the public good. It provides for the State Cryptography Administration
and its local agencies to have complete access to cryptography systems and the data
protected by those systems.

Foreign Investment Law: In March 2019, the PRC’s NPC passed a new Foreign
Investment law with the stated objective of improving the business environment for
foreign investors and leveling the playing field between foreign businesses and
Chinese private firms and State-Owned Enterprises (SOEs). The law passed in just
three months, which reflects an unusually fast turnaround in China where the same
level of legislation usually takes years. PRC officials have indicated that swift
passage of the law was to facilitate U.S.-China trade talks, and the law appears to
respond to a number of issues raised by the U.S. Trade Representative’s Section 301
report related to unfair Chinese trade practices related to intellectual property,
technology transfer, and innovation. Despite the law’s stated objective, its wording
is vague and the most substantial provisions are not new.

Anti-Foreign Sanctions Law: Adopted at the 29" meeting of the Standing Committee
of the 13" National People’s Congress on June 10", 2021, the law was enacted to
“safeguard national sovereignty, security, and development interests, and to protect
the legitimate rights and interests of Chinese citizens and organizations.” According
to PRC media sources, the law is intended to “counter, fight, and oppose” unilateral
sanctions on the PRC imposed by foreign countries. The law was likely adopted in
response to sanctions on PRC officials in connection with serious human rights
abuse in Xinjiang.
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Data Security Law: This law went into effect on September 1%, 2021 and subjects
almost all data-related activities to government oversight, as PRC officials grew
concerned about the transfer of potentially sensitive data overseas. Companies in the
PRC have become more reluctant to share data, as authorities are ambiguous as to
what is considered sensitive information, increasing difficulties for international
firms trying to do business in the PRC. In early November, local providers of ship
tracking data stopped sharing details of ship locations, citing the data security law.

Personal Information Protection Law: Effective on November 1%,2021 and enacted
by the Standing Committee of the National People’s Congress, the law is purposed
to protect the rights and interests on personal information, regulate personal
information processing activities, and promote reasonable use of personal
information. PRC media sources note that activities such as “collection,
application, processing, and trading of personal information will be strictly
monitored” with infringements punishable according to the law. The law
exemplifies a more complete system of regulation that will work in tandem with
the PRC’s existing Cybersecurity Law and Data Security Law.

CHINA’S BELT AND ROAD INITIATIVE

Key Takeaways

» The PRC uses BRI to support its strategy of national rejuvenation by seeking to expand
global transportation and trade linkages to support its development and deepen its
economic integration with nations along its periphery and beyond.

» In 2021, the PRC significantly increased engagement with African, Latin American,
and Middle Eastern countries and began prioritizing public health, digital
infrastructure, and green energy opportunities.

» Overseas development and security interests under BRI will drive the PRC towards
expanding its overseas security footprint to protect those interests.

First announced in 2013, the PRC’s BRI initiative is the signature foreign and economic
policy advanced by President Xi Jinping, which rebranded and further expanded China’s
global outreach. Beijing uses BRI to support its strategy of national rejuvenation by seeking
to expand global transportation and trade links to support its development and deepen its
economic integration with nations along its periphery and beyond. The PRC implements BRI
by financing, constructing, and developing transportation infrastructure, natural gas pipelines,
hydropower projects, digital connectivity, satellite navigation ground stations, and technology
and industrial parks worldwide. For example, Huawei has implemented “Safe Cities”
programs across many African countries prompting concerns of surveillance and digital
authoritarianism from the PRC. As 0f 2021, at least 146 countries had signed BRI cooperation
documents, up from 138 in 2020 and 125 in 2019. BRI related spending is difficult to estimate

24

OFFICE OF THE SECRETARY OF DEFENSE
Annual Report to Congress: Military and Security Developments Involving the People’s Republic of China



because there is no comprehensive list of projects, and difficulties delineating between official
lending and lending from PRC state-owned banks; however, publicly available data indicates
that the PRC’s 2021 BRI financing and investment commitments were similar to those of
2020 and around 50 percent lower than the pre-pandemic numbers of 2019.

In support of its national strategy, Beijing leverages BRI to strengthen its territorial
integrity, energy security, and international influence. The PRC aims to improve stability
and diminish threats, for example, by investing in projects along its western and southern
periphery. Similarly, through BRI projects associated with pipelines and port construction in
Pakistan, it seeks to become less reliant on transporting energy resources through strategic
choke points, such as the Strait of Malacca. It also attempts to exploit the relationships it
builds through BRI to pursue additional economic cooperation with participating countries.

2021 saw two key shifts in how Beijing implements BRI: The PRC significantly increased
engagement with African and Middle Eastern countries, particularly Iraq, and began
prioritizing public health, digital infrastructure, and green energy opportunities through its

“Health Silk Road ({22482 E&)” (HSR), “Digital Silk Road (8{=F2£48 2 1%)” (DSR),
“Space Information Corridor ( ZS[BYSEZENER) ” (SIC), and “Green Silk Road (ZRE22452

B%)” (GSR). Improving each of these “roads” offers Beijing benefits beyond economic
integration.

+ HSR is Beijing’s World Health Organization-supported initiative for providing
medical assistance through BRI transportation networks, which the PRC leveraged in
2020 and 2021 to provide COVID-19 vaccines, personal protective equipment, and
other pandemic support to partner countries. In the future, it may help the PRC expand
the international market share of PRC medical products, strengthen its bid for a role
as a global public health leader, and identify the need for — and justify — new BRI
projects.

* DSR s one of the primary ways Beijing delivers PRC technology to partner countries,
which the PRC leverages to propagate its own technology standards as it seeks to set
global standards for next-generation technology. The PRC hopes the DSR will
increase international e-commerce by reducing cross-border trade barriers and
establishing regional logistics centers by promoting e-commerce through digital free
trade zones. Another goal of the DSR is to reduce PRC dependence on foreign tech
leaders by providing markets for Chinese goods, thereby creating production
opportunities for PRC tech firms. The PRC is investing in digital infrastructure abroad,
including next-generation cellular networks—such as fifth-generation (5G)
networks—fiber optic cables, undersea cables, and data centers. The initiative also
includes developing advanced technologies including satellite navigation systems,
artificial intelligence (AI), and quantum computing for domestic use and export.
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* Noted in the 2021 PRC State Council report on China’s Space Program, the PRC
continued to press ahead with the construction of the SIC—the space-based
component of BRI. The SIC advances the PRC’s national interests with aims to (1)
internationalize the Beidou navigation system; (2) advance the construction of satellite
telemetry, tracking, and command ground stations with potential dual-use
applications; (3) provide space launch, satellite, and data services to BRI signatories;
and (4) integrate PRC satellites with BRI infrastructure projects. The integration could
make operation of these infrastructure projects dependent on PRC satellites and
associated space services.

* GSR aims to support low-carbon infrastructure, energy, and finance projects — an
initiative that aligns with the PRC’s own goal of achieving carbon neutrality before
2060 and presents Beijing as a responsible party in working toward the 2030 Agenda
for Sustainable Development Goals established by the United Nations General
Assembly.

Since BRI’s inception, its long-term viability has faced challenges from international
concerns over corruption, debt sustainability, and environmental effects, coupled with
suspicion of Beijing’s motives and the risk inherent in operating in politically unstable areas.
China has applied military, intelligence, diplomatic, and economic tools to counter perceived
threats, but the party-state leaders lack the expertise to assess comprehensive risks in most
participating countries. However, 2021 brought additional challenges such as a weak appetite
for investment precipitated by the COVID-19 pandemic and rising tensions in the Indo-Pacific
region. Kenya, for example, was unable to secure PRC financing to finish a super-fast rail
link from its port of Mombasa to Uganda, a flagship BRI project in Africa. Meanwhile,
Australia canceled its 2018 and 2019 agreements to deepen cooperation on infrastructure,
innovation, and trade development through BRI on the grounds that they were contrary to
Australia’s national interests.

As the PRC’s overseas development and security interests expand under BRI, the CCP has
signaled that its overseas security footprint will expand accordingly to protect those interests,
which Beijing recognizes may provoke pushback from other states. Some of BRI’s planned
or active economic corridors transit regions prone to violence, separatism, armed conflict, and
instability, putting BRI-related projects and PRC citizens working overseas at risk. In 2021,
for example, 10 PRC nationals were killed and 26 others injured when a suicide bomber
targeted a workers’ bus on its way to a BRI infrastructure development project in Pakistan.
China has therefore sought to extend its ability to project military power to safeguard its
overseas interests, including BRI, by developing closer regional and bilateral counterterrorism
cooperation and supporting host-nation security forces through military aid, including military
equipment donations.
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MILITARY-CIVIL FUSION DEVELOPMENT STRATEGY

Key Takeaways

» The PRC pursues its Military-Civil Fusion (MCF; ZESF4&) Development Strategy

to “fuse” its security and development strategies to build an integrated National
Strategic System and Capabilities in support of the PRC’s national rejuvenation goals.

» Beijing’s MCF strategy includes objectives to develop and acquire advanced dual-use
technology for military purposes and deepen reform of the national defense science
and technology industries, and serves a broader purpose to strengthen all of the PRC’s
instruments of national power.

» The PRC’s MCF development strategy encompasses six interrelated efforts: (1) fusing
China’s defense industrial base and its civilian technology and industrial base; (2)
integrating and leveraging science and technology innovations across military and
civilian sectors; (3) cultivating talent and blending military and civilian expertise and
knowledge; (4) building military requirements into civilian infrastructure and
leveraging civilian construction for military purposes; (5) leveraging civilian service
and logistics capabilities for military purposes; and (6) expanding and deepening
China’s national defense mobilization system to include all relevant aspects of its
society and economy for use in competition and war.

The PRC pursues its Military-Civil Fusion (MCF) Development Strategy as a nationwide
endeavor that seeks to meld its economic and social development strategies with its security
strategies to build an integrated national strategic system and capabilities in support of China’s
national rejuvenation goals. The Party’s leaders view MCF as a critical element of their
strategy for the PRC to become a “great modern socialist country” which includes becoming
a world leader in science and technology (S&T) and developing a “world-class” military.

Although the PRC’s MCF strategy includes objectives to develop and acquire advanced dual-
use technology for military purposes and deepen reform of the national defense S&T
industries, its broader purpose is to strengthen all of the PRC’s instruments of national power
by melding aspects of its economic, military, and social governance. MCF strives to establish
an infrastructure that connects the military and civilian sectors in a way that serves as a
catalyst for innovation and economic development, yields an effective unity of effort in
advancing dual-use technologies, especially those suited for “intelligentized” warfare, and
facilitates effective industrial mobilization during wartime.

Development & Significance. The Party has explored the concept of leveraging or
integrating the combined contributions of the military and civilian sectors since the PRC’s
founding. The current MCF concept initially took root in the early 2000s as the Party sought
methods to enhance the PRC’s overall development. This led Party leaders to call for
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improving “military-civilian integration” that echoed the collaboration between the defense
and civilian sectors that China observed in the United States and other developed countries.
Implementation of these efforts stalled due to a lack of centralized government control and
the organizational barriers that exist across the party-state. Coinciding with the 11% Five Year
Plan (FYP) (2006-2010), the PRC began replacing “military-civilian integration” with
“military-civilian fusion.” In 2007, Party officials publicly noted the change from
“integration” to “fusion” was not merely cosmetic, but broadened the scope to include all
available economic resources in the promotion of the defense industry.

Since that time, MCF’s ambitions have grown in scope and scale as the Party has come to
view it as a means to bridge the PRC’s economic and social development with its security
development in support of the PRC’s national strategy to renew China. As such, the Party has
continued to elevate MCF’s importance. In 2015, the CCP Central Committee elevated the
MCF Development Strategy to a national-level strategy to serve as a bridge between the
PRC’s national development strategy and its national security strategy that seeks to build an
“integrated national strategic system and capabilities,” all of which support the PRC’s goal of
national rejuvenation. In 2020 during the 5 Plenum of the 19" CCP Central Committee, PRC
leaders reiterated the high-level priority of MCF by calling for accelerated military
modernization through integration of new technologies and operational concepts, increased
science and technology research, improved MCF, and personnel reforms.

Management & Implementation. The overall management and implementation of the MCF
Development Strategy involves the most powerful organs in the party-state: the Politburo, the
State Council (notably the National Development and Reform Commission), and the CMC.
In addition to signifying its importance, the CCP Central Committee’s elevation of the MCF
Development Strategy to a national-level strategy also intended to overcome obstacles to
implementation across the party-state.

This elevation also led to the establishment of the Central Commission for Military Civilian
Fusion Development (CCMCFD) in 2017, chaired by General Secretary Xi Jinping, Premier
Li Keqiang, several other members of the Politburo Standing Committee, two State
Councilors, both CMC Vice Chairmen, 12 Ministry-level leaders, and others. The stated
objective of the CCMCFD is to build the PRC’s “national strategic system and capabilities.”
This commission works to improve the “top-level design” of MCF and overcome
impediments to implementation. The elevation of the MCF Development Strategy and the
creation of the CCMCFD signals the importance that Party leaders place on MCF and the
scope and scale of the strategy’s ambitions.

The PRC pursues MCF through six interrelated efforts. Each effort overlaps with the others
and has both domestic and international components. The Party seeks to implement the MCF
Development Strategy across every level of the PRC from the highest national-level organs
down to provinces and township, and creates top-down financing and regulatory mechanisms
that incentivize civilian and military stakeholders—such as local governments, academia,
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research institutions, private investors, and military organizations—to combine efforts on
dual-use technologies. The PRC refers to these six aspects as “systems,” which may also be
understood as mutually supporting lines of effort or components. The six systems in the MCF
Development Strategy are:

The Advanced Defense Science, Technology, and Industrial System. This system focuses
on fusing the PRC’s defense industrial base and its civilian technology and industrial base.
This includes expanding the private sector’s participation in the PRC’s defense industrial base
and supply chains as well as improving the efficiency, capacity, and flexibility of defense and
civilian industrial and manufacturing processes. This broader participation seeks to transfer
mature technologies both ways across military and civilian sectors, with the goal to produce
outsized benefits for both sectors. This also aims to increase the competitiveness within the
PRC’s defense industrial base in which one or two defense SOEs dominate an entire sector.
This MCF system also seeks to advance the PRC’s self-reliance in manufacturing key
industrial technologies, equipment, and materials to reduce its dependence on imports,
including those with dual-uses. The PRC’s MCF-influenced industrial and technology
endeavors include Made in China 2025 that sets targets for the PRC to achieve greater self-
sufficiency in key industrial areas such as aerospace, communications, and transportation.

The Military-Civil Coordinated Technology Innovation System. This MCF system seeks
to maximize the full benefits and potential of the country’s S&T development. Consistent
with the CCP leadership’s view that high technology and innovation are critical to
strengthening China’s comprehensive national power, this system develops and integrates
advanced technologies across civilian and military entities, projects, and initiatives—with
benefits flowing in both directions. This includes using cutting-edge civilian technology for
military applications or to more broadly advance military S&T, as well as using military
advancements to push civilian economic development. Although related to the Advanced
Defense Science, Technology, and Industrial System, this system largely focuses on fusing
innovations and advances in basic and applied research. Specific efforts in this MCF system
include strengthening and promoting civilian and military R&D in advanced dual-use
technologies and cross-pollinating military and civilian basic research. Additional efforts
include promoting the sharing of scientific resources, expanding the institutions involved in
defense research, and fostering greater collaboration across defense and civilian research
communities. This system also seeks to foster “new-type” research institutions with mixed
funding sources and lean management structures that are more dynamic, efficient, and
effective than the PRC’s wholly state-owned research bodies. Examples of MCF-influenced
dual-use S&T endeavors include the PRC’s Innovation Driven Development Strategy and
Artificial Intelligence National Project.

The Fundamental Domain Resource Sharing System. This system includes building
military requirements into the construction of civilian infrastructure from the ground up as
well as leveraging China’s civilian construction and logistics capacities and capabilities for
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military purposes. This includes factoring military requirements and dual-use purposes into
building civilian private and public transportation infrastructure such as airports, port
facilities, railways, roads, and communications networks. This also extends to infrastructure
projects in dual-use domains such as space and undersea, as well as mobile communications
networks and topographical and meteorological systems. Another element seeks to set
common military and civilian standards to make infrastructure easier to use in emergencies
and wartime. This aspect of MCF has arguably the greatest reach into the PRC’s local
governance systems as military requirements inform infrastructure construction at the
province, county, and township levels. The influence of this aspect of MCF is visible in the
PRC’s major land reclamations and military construction activities in the South China Sea,
which brought together numerous government entities, the PLA, law enforcement,
construction companies, and commercial entities. It may also have important implications for
the PRC’s overseas infrastructure projects and investments under BRI as the PRC seeks to
establish a more robust overseas logistics and basing infrastructure to allow the PLA to project
and sustain military power.

The Military Personnel (Talent) Cultivation System. This MCF system seeks to blend and
cultivate military and civilian S&T expertise through education programs, personnel
exchanges, and knowledge sharing. The purpose of this effort is to improve the utilization of
experts able to participate in S&T projects irrespective of whether they are military or civilian
(or even foreign) experts and allow expertise to flow more freely across sectors. This aspect
of MCF also seeks to reform the PRC’s talent cultivation system, which encompasses
hundreds of talent recruitment plans, in order to improve China’s human capital, build a highly
skilled workforce, and recruit foreign experts to provide access to know-how, expertise, and
foreign technology. It takes into account all levels of education from the Party’s nationwide
“patriotic education” programs for children to the matriculation of post-doctorate researchers
within China and at institutions abroad. Many of the PRC’s named talent programs are likely
influenced by MCF planning, as are reforms in its military academies, national universities,
and research institutes.

The Socialized Support and Sustainment System for the PLA. This system entails two
major efforts that seeks to shift the PLA away from its inefficient self-contained logistics and
sustainment systems, and towards modern streamlined logistics and support services. First, it
seeks to harness civilian public sector and private sector resources to improve the PLA’s basic
services and support functions—ranging from food, housing, and healthcare services. The
concept is to gain efficiencies in costs and personnel by outsourcing non-military services
previously performed by the PLA while also improving the quality of life for military
personnel. Second, it seeks to further the construction of a modern military logistics system
that is able to support and sustain the PLA in joint operations and for overseas operations.
This system seeks to fuse the PLA Joint Logistic Support Force’s (JLSF’s) efforts to integrate
the military’s joint logistics functions with the PRC’s advanced civilian logistics,
infrastructure, and delivery service companies and networks. These arrangements seek to
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provide the PLA with modern transportation and distribution, warehousing, information
sharing, and other types of support in peacetime and wartime. This fusion also seeks to
provide the PLA with a logistics system that is more efficient, higher capacity, higher quality,
and global in reach.

The National Defense Mobilization System. This MCF system binds the other systems as
it seeks to mobilize the PRC’s military, economic, and social resources to defend or advance
China’s sovereignty, security and development interests. The Party views China’s growing
strength as only useful to the extent that the party-state can mobilize it. China views
mobilization as the ability to use precisely the instrument, capability, or resource needed,
when needed, for the duration needed. Within the PLA, the reforms in 2015-16 elevated
defense mobilization to a department called the National Defense Mobilization Department
(NDMD), which reports directly to the CMC. The NDMD plays an important role in this
system by organizing and overseeing the PLA’s reserve forces, militia, and provincial military
districts and below. This system also seeks to integrate the state emergency management
system into the national defense mobilization system in order to achieve a coordinated
military-civilian response during a crisis. Consistent with the Party’s view of international
competition, many MCF mobilization initiatives not only seek to reform how the PRC
mobilizes for war and responds to emergencies, but how the economy and society can be
leveraged to support the PRC’s strategic needs for international competition.

MCF Linkages. Each MCF system entails linkages between dozens of organizations and
government entities, including:

*  Ministry-level organizations from the State Council: Examples include the National
Development and Reform Commission, Ministry of Foreign Affairs, Ministry of
Industry and Information Technology, Ministry of Education, and key state entities
such as the State Administration of Science and Technology in National Defense and
others.

*  Lead military organs subordinate to the Central Military Commission: CMC Strategic
Planning Office, Joint Political, Logistics, and Equipment Development Departments,
as well as operational units and the regional military structure at the Military District
and Sub-District levels; military universities and academies such as National Defense
University, Academy of Military Science, National University of Defense
Technology, and service institutions.

*  State-sponsored educational institutions, research centers, and key laboratories:
Prominent examples include the “Seven Sons of National Defense” (Harbin Institute
of Technology, Nanjing University of Science and Technology, Northwestern
Polytechnical Institute, Beijing Institute of Technology, Harbin Engineering
University, Beihang University, and Nanjing University of Aeronautics and
Astronautics), as well as certain PLA-affiliated laboratories of Tsinghua University,
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Beijing University, and Shanghai Jiaotong University, North University of China, and
others.

Defense industry: The ten major defense SOEs continue to fill their traditional roles
providing weapons and equipment to the military services. Many defense SOEs
consist of dozens of subsidiaries, sub-contractors, and subordinate research institutes.

Other SOEs and quasi-private companies: High profile examples include PRC high-
tech corporations and important SOEs like China Ocean Shipping Company
(COSCO), China National Offshore Oil Company, and major construction companies
that have roles in BRI projects as well as helping the PRC build out occupied terrain
features in the South China Sea.

Private companies: MCF efforts also seek to increase the proportion of private
companies that contribute to military projects and procurements. These enterprises
include technology companies that specialize in unmanned systems, robotics, artificial
intelligence, cybersecurity, and big data.

Multi-Stakeholder Partnerships: In practice, many MCF efforts involve partnerships
between central, provincial, or city government entities with military district
departments, PLA departments, academia, research entities, and companies. A
majority of provincial and local governments have announced MCF industrial plans,
and more than 35 national-level MCF industrial zones have been established across
China. MCF-linked investments funds created by central and local governments and
private investors total in the tens of billions of dollars.

DEFENSE POLICY & MILITARY STRATEGY

Key Takeaways

>

In 2021, the PRC’s stated defense policy aims remained oriented toward safeguarding
its sovereignty, security, and development interests, while emphasizing a greater
global role for itself. The PRC’s military strategy remains based on the concept of

“active defense (FRAREATE).”

PRC leaders stress the imperative of strengthening the PLA into a “world-class”
military by the end of 2049 as an essential element of its strategy to rejuvenate the
PRC into a “great modern socialist country.”

In 2020, the PLA added a new milestone for modernization in 2027: to accelerate the
integrated development of mechanization, informatization, and intelligentization of
the PRC’s armed forces, which if realized could give the PLA capabilities to be a more
credible military tool for the CCP to wield as it pursues Taiwan unification.
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» In 2021, the PLA began discussing a new “core operational concept,” called “Multi-
Domain Precision Warfare (MDPW; Z15¥5Hd%).” MDPW is intended to leverage a

command, control, communications, computers, intelligence, surveillance, and
reconnaissance (C4ISR) network, which the PLA calls the “network information
system-of-systems that incorporates advances in big data and artificial intelligence to
rapidly identify key vulnerabilities in the U.S. operational system and then combine
joint forces across domains to launch precision strikes against those vulnerabilities.

The PRC has stated its defense policy aims to safeguard its national sovereignty, security, and
development interests. CCP leaders view these interests as foundational to their national
strategy. The modernization of the armed forces is an indispensable element of the Party’s
national strategy to modernize the country. At the Fifth Plenum in October 2020, the CCP
declared that the PRC’s ambitions for becoming a rich country are closely integrated with its
ambitions to develop a powerful military. The PRC’s defense policy and military strategy
primarily orients the PLA toward “safeguarding” its perceived “sovereignty and security”
interests in the region counter to the United States. At the same time, CCP leaders increasingly
cast the armed forces as a practical instrument to defend Beijing’s expanding global interests
and to advance its foreign policy goals within the framework of “Great Power Diplomacy
with Chinese characteristics.”

As reported in the 19™ Party Congress, one of the conditions for the PLA’s military
modernization is to enable the PRC to “effectively shape the PLA’s military posture, manage
crises, and deter and win wars.” The PRC’s military strategy is based on “active defense,” a
concept that adopts the principles of strategic defense in combination with offensive action at
the operational and tactical levels. To adapt the PRC’s armed forces to long-term trends in
global military affairs and meet the country’s evolving national security needs, PRC’s leaders
stress the imperative of meeting key military transformation targets set for 2027 and 2035.
These milestones seek to align the PLA’s transformation with the PRC’s overall national
modernization so that by the end of 2049, the PRC will field a “world-class” military.

Strategic Assessment. A key driver of the PRC’s defense policy is how the CCP leaders
perceive the relative threats and opportunities facing the country’s comprehensive national
development. During Chairman Xi’s CCP centenary speech, he called for the full
implementation of the Party’s idea of strengthening the army in the new era. The last defense
white paper, China’s National Defense in the New Era, published in 2019 reaffirmed that
China’s armed forces are aligned with and contribute to the strategies of the Chinese
Communist Party (CCP), stating that ongoing military reforms “ensure absolute leadership of
the CCP over the military.” According to the paper, Beijing views the international
environment as undergoing “profound changes unseen in a century.” The CCP concludes that
“international strategic competition is on the rise” and expresses deep concerns at what it sees
as growing sources of instability in the near-term. Offering no introspection on Beijing’s own
role in stirring geopolitical tensions through its economic practices, military activities and
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modernization, excessive maritime territorial claims, assertive diplomacy, or efforts to revise
aspects of global governance, the PRC describes the international system as being
“...undermined by growing hegemonism, power politics, unilateralism and constant regional
conflicts and wars.” Similarly, the PRC contends that global military competition is
intensifying, and that “major countries” are adjusting their security and military strategies,
reorganizing their militaries, and are developing new types of combat forces to “seize the
strategic commanding heights in military competition.”

Defense Policy. The PRC’s stated defense policy is to “resolutely safeguard” its sovereignty,
security, and development interests, according to its 2019 defense white paper—offering
continuity with past statements by PRC senior leaders and other official documents. In
practice, the PRC’s military power is increasingly a central feature of the CCP’s regional and
global ambitions. The 2019 defense white paper also identifies the PRC’s national defense
aims that support these interests, likely offered in order of importance:

* to deter and resist aggression;
* to safeguard national political security, the people’s security, and social stability;
* to oppose and contain “Taiwan independence”;

* to crack down on proponents of separatist movements such as “Tibet independence”
and the creation of “East Turkistan”;

* to safeguard national sovereignty, unity, territorial integrity, and security;
* to safeguard the PRC’s maritime rights and interests;

* tosafeguard the PRC’s security interests in outer space, the electromagnetic spectrum,
and cyberspace;

+ to safeguard the PRC’s overseas interests;
+ and to support the sustainable development of the country.

Key changes in defense policy for the “New Era” include efforts to improve coordination
across the party-state to leverage all organs of national power in a unified approach to support
the CCP’s ambitions of a global military capability. Unlike previous defense white papers,
China’s National Defense in the New Era explicitly stressed the PRC’s armed forces’
alignment and support to the Party’s broader societal and foreign policy objectives. The paper
specifically aligns the PRC’s armed forces with the national objectives set by General
Secretary Xi Jinping at the 19" Party Congress in 2017. For example, the white paper states
that the PRC’s armed forces must be ready to, “provide strong strategic support for the
realization of the Chinese Dream of national rejuvenation, and to make new and greater
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contributions to the building of a shared future for mankind.” Also notable is the growing
explicit alignment between the PRC’s defense and foreign policies, particularly in the armed
forces’ role in protecting the PRC’s overseas interests and furthering the CCP’s concept of
“strategic partnerships” with other countries.

Military Strategic Guidelines (FESEERE%D). The Chairman of the CMC issues military

strategic guidelines to the PLA that provide the foundation of the PRC’s military strategy.
The military strategic guidelines set the general principles and concepts for the use of force
in support of the CCP’s strategic objectives, provide guidance on the threats and conditions
the armed forces should be prepared to face, and set priorities for planning, modernization,
force structure, and readiness. The CCP leadership issues new military strategic guidelines,
or adjusts existing guidelines, whenever they perceive it necessary to shift the PLA’s priorities
based on the Party’s perceptions of China’s security environment or changes in the character
of warfare.

Since 2019, trends indicate the PRC has reviewed and adjusted its military strategic
guidelines. In early 2019, PRC state media indicated that Beijing held senior-level meetings
to “establish the military strategy of the ‘New Era.”” The PRC’s 2019 defense white paper
states that the PLA is implementing guidelines for the “New Era” that, “...actively adapt to
the new landscape of strategic competition, the new demands of national security, and new
developments in modern warfare...” PRC official media in the latter half of 2019 echoed these
themes and described the guidelines as constituting a notable change. The PRC’s defense
white paper may reflect changes in the guidelines given its emphasis on the intensification of
global military competition, the increase in the pace of technological change, and the military
modernization themes introduced by General Secretary Xi Jinping at the 19™ Party Congress.
Documents released following the Fifth Plenum of the 19" Central Committee in October
2020 hailed progress in the “comprehensive and in-depth” implementation of the “New Era
military strategic guidelines.”

These developments are notable because the CCP leadership has issued new military strategic
guidelines or adjusted its guidelines only a few times since the end of the Cold War. In 1993,
the CMC under Jiang Zemin directed the PLA to prepare to win “local wars” under “high-
tech conditions” after observing U.S. military operations in the Gulf War. In 2004, the CMC
under Hu Jintao ordered the military to focus on winning “local wars under informationized
conditions.” In 2014, the CMC under Chairman Xi Jinping placed greater focus on conflicts
in the maritime domain and fighting “informatized local wars.”

Military Strategy—Active Defense. The PRC’s military strategy is based on what it
describes as “active defense,” a concept that adopts the principles of strategic defense in
combination with offensive action at the operational and tactical levels. Active defense is
neither a purely defensive strategy nor limited to territorial defense. Active defense
encompasses offensive and preemptive aspects. It can apply to the PRC acting externally to
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defend its interests. Active defense is rooted on the principle of avoiding initiating armed
conflict, but responding forcefully if challenged. The PRC’s 2019 defense white paper
reaffirmed active defense as the basis for its military strategy. Minister of National Defense
General Wei Fenghe reiterated this principle of active defense in his speech at the Ninth
Beijing Xiangshan Forum in 2019, stating that the PRC “will not attack unless we are
attacked, but will surely counterattack if attacked.”

First adopted by the CCP in the 1930s, active defense has served as the basis for the PRC’s
military strategy since its founding in 1949. Although the PRC has adjusted and tailored the
specifics of active defense over time based on changes in strategic circumstances, its general
principles have remained consistent. Contemporary PRC writings describe the tenets of active
defense as:

* Adhere to a position of self-defense and stay with striking back. This describes the
basic principle for the use of military force under active defense. The PRC’s 2019
defense white paper describes this principle as, “We will not attack unless we are
attacked, but we will surely counterattack if attacked.” Active defense may entail
defensive counterattacks in response to an attack or preemptively striking an adversary
that the PRC judges is preparing to attack.

*  Combine strategic defense with operational and tactical offense. This aspect offers
two approaches to warfare influenced by Mao Zedong’s notion of using defense and
offense in turns. First, active defense may involve offensive campaigns, operations,
and tactical actions in support of the strategic defense. These may occur rapidly and
along “external lines.” Second, it uses strategic defense to weaken the enemy and set
the conditions to transition into strategic offense in order to secure victory.

* Taking the operational initiative. This aspect emphasizes the effective use of
offensives at the operational and tactical levels, avoiding enemy strengths, and
concentrating on building asymmetric advantages against enemy weaknesses to
“change what is inferior into what is superior.”

»  Strive for the best possibilities. This calls for thorough peacetime military preparations
and planning based on fighting the most challenging threat under the most complicated
circumstances “in order to get the best results.” This aspect stresses the importance of
setting conditions in advance and suggests it is preferable to be prepared and not fight,
than to fight unprepared.

»  The dialectical unity of restraining war and winning war. This tenet seeks to resolve
the dilemma that using too little force may protract a war instead of stopping it, while
the unconstrained use of force may worsen a war and make it harder to stop. Calling
for the “effective restraint of warfare,” this tenet seeks to avoid war first through
sufficient military preparations and powerful conventional and strategic forces that act
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in concert with political and diplomatic efforts to “subdue the enemy’s forces without
fighting.” If war is unavoidable, however, this aspect calls for restraining war by
taking the “opening move” and “using war to stop war.”

* Soldiers and the people are the source of victory. This integrates the concept of active
defense with the concept of “people’s war.” People’s war comprises subordinate
military strategies, “guerrilla war” and “protracted war” that Mao saw as a means to
harness the capacity of China’s populace as a source of political legitimacy and
mobilization to generate military power. Contemporary PRC writings link “people’s
war” to national mobilization and participation in wartime as a whole-of-nation
concept of warfare.

Military Missions & Tasks. The CMC directs the PLA to be ready and able to perform
specific missions and tasks to support the Party’s strategy and defend the PRC’s sovereignty,
security, and development interests. The PLA’s missions and tasks in the “New Era” include:
safeguarding China’s territorial sovereignty and maritime rights and interests; maintaining
combat readiness; conducting military training under real combat conditions; safeguarding
China’s nuclear weapons and its interests in the space and cyberspace domains; countering
terrorism and maintaining stability; protecting the PRC’s overseas interests; and participating
in emergency response and disaster relief.

Modernization Objectives & Targets. The PLA successfully achieved its 2020
modernization goal to generally achieve mechanization, while continuing to “significantly
enhance informatization and greatly improve its strategic capabilities.” Throughout 2021, the
PLA continued to pursue ambitious modernization objectives, implement major
organizational reforms, update its procurement, training, and recruitment systems, and
improve its combat readiness in line with the goals and timelines announced by General
Secretary Xi Jinping at the 19 Party Congress in 2017. The PRC’s goals for modernizing its
armed forces in the “New Era” are:

* By 2027: “Accelerate the integrated development of mechanization, informatization,
and intelligentization,” while boosting the speed of modernization in military theories,
organizations, personnel, and weapons and equipment;

* By 2035: “To comprehensively advance the modernization of military theory,
organizational structure, military personnel, and weaponry and equipment in step with
the modernization of the country and basically complete the modernization of national
defense and the military ...”; and,

* In 2049: “To fully transform the people’s armed forces into world-class forces.”

The new milestone for PLA modernization in 2027 aligns with the 100" anniversary of the
PLA’s founding. While the new 2027 goal did not clearly shift forward any of the PLA’s
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declared modernization for 2035 and 2049 objectives, it did likely shift the PLA’s
development of certain capabilities within the categories of the integrated development of
mechanization, informatization, and intelligentization. If realized, this achievement could
give the PLA capabilities to be a more credible military tool for the CCP to wield as it pursues
Taiwan unification. Following the PLA generally achieving mechanization, its 2020 goal, a
new interim target was likely believed to be necessary by PRC leadership as a means for the
CCP to keep the PLA on track towards its longer-term 2035 and 2049 goals—paralleling the
CCP’s broader approach towards military development occurring in three steps. In March
2021, Xi Jinping stated that 2021, the first year of China’s 14th Five Year plan, would be the
year in which the new “three steps (=2 )" of PLA modernization would begin. PLA
writings note the “three-step” strategic arrangement connects “near-, medium-, and long-term
goals by 2027, 2035, and 2049.

The 5" Plenum communique holds that the 2027 goal means that the Chinese military should
comprehensively push forward the modernization of military theories, military organizational
form, military personnel, and weapons and equipment. PRC media, citing a military source,
connected the PLA’s 2027 goals to developing the capabilities to counter the U.S. military in
the Indo-Pacific region, and compel Taiwan’s leadership to the negotiation table on Beijing’s
terms. The communique stressed the need to “spur on synchronous improvements in national
defense and economic power,” (presumably under Military-Civil Fusion), a PLA spokesman
added that “China's national defense strength does not match its economic growth, and is not
compatible with China's international standing and its strategic security needs.”

Although China’s leaders view building military strength as a strategic imperative, they also
place important caveats on these objectives. For example, Chairman Xi’s direction to the PLA
to “basically complete” modernization by 2035 should also occur “in step with the
modernization of the country.” These qualifications serve several purposes that highlight the
interlocking nature of the Party’s strategic planning. First, as the PRC’s interests continue to
expand as it develops, the Party expects the PLA to keep pace with the country’s evolving
interests and be ready and able to defend its progress. Second, linking the PLA’s
transformation to the country’s transformation allows Party leaders to signal the scope and
scale of the internal changes they expect the PLA to implement, particularly given its historic
resistance to reforms that challenge its risk-adverse organizational culture or threaten vested
bureaucratic interests. Finally, these qualifications provide flexibility to the Party’s leaders to
modulate military resources and defense objectives based on the conditions of the country’s
overall development. This offers PRC leaders the ability to adapt to changing economic or
international conditions and ensure military investments support—rather than compromise—
the strategy.

Military Ambitions. The CCP has not defined what it means by its ambition to have a “world-
class” military by the end of 2049. Within the context of China’s national strategy, however,
it is likely that the PRC will seek to develop a military by mid-century that is equal to—or in
some cases superior to—the U.S. military, and that of any other great power that Beijing
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views as a threat to its sovereignty, security, and development interests. Given the far-reaching
ambitions the CCP has for a rejuvenated China, it is unlikely that the Party would aim for an
end state in which the PRC would remain in a position of military inferiority vis-a-vis the
United States or any other potential rival. For the PRC to aim lower or otherwise willingly
accept a permanent condition of military inferiority would seem anathema to the fundamental
purpose of becoming a “great modern socialist country.” However, this does not mean that
the PRC will aim for the PLA to mirror the U.S. military in terms of capacity, capability, or
readiness. The PRC will likely seek to develop its “world-class” military in a manner that it
believes best suits the needs of its armed forces to defend and advance the country’s interests
and how the PLA—guided by the Party—adapts to the changing character of warfare.

Way of War. The PLA increasingly view warfare as a confrontation between opposing
operational systems, rather than a war of annihilation between opposing mechanized military

forces. Following this logic, PLA writings refer to systems destruction warfare ({fR A4k

) as the next way of war, transforming from mechanized warfare to an informatized and
intelligentized style warfare. Though not a new PLA approach, systems destruction warfare
likely continues to be the principal theory guiding its way of war.

In November 2020, the CMC announced that it had issued the “Chinese People's Liberation
Army Joint Operations Outline (Trial).” The Outline establishes a system for the PLA’s joint
operations and focuses on clarifying basic issues regarding the organization and
implementation of joint operations, command rights and responsibilities, and the principles,
requirements, and procedures for joint operations, combat support, national defense
mobilization, and political work. According to PLA writings, the Outline describes how the
future combat style of the PLA will be integrated joint operations under the unified command
of a joint operations command system. PLA writers emphasized that winning future wars
would require a high degree of joint integration of various combat forces and combat elements
from across the PLA services and all domains, with jointness deepened at the operational and
tactical levels. The PLA’s “operational regulations” were last updated in 1999 and PLA
leaders and PLA-affiliated academics had pointed to the lack of updated doctrine, which is
out of step with the 2015-era structural command and organizational reforms and an obstacle
to advancing the next steps in building a unified joint PLA.

After the Outline was issued, PLA writings noted that PLA joint operations remain limited to
the strategic level and are insufficient for success in future wars because of the reliance on the
command authority of senior leaders or the use of administrative means to ensure compliance.

Core Operational Concept. In 2021, the PLA began discussing a new “core operational
concept,” called “Multi-Domain Precision Warfare (MDPW; % iaf #&5 i 4% ).” MDPW is

intended to leverage a C4ISR network, which the PLA calls the “network information system-
of-systems that incorporates advances in big data and artificial intelligence, to rapidly identify
key vulnerabilities in the U.S. operational system and then combine joint forces across
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domains to launch precision strikes against those vulnerabilities. MDPW is meant to sit atop
an “operational conceptual system-of-systems,” suggesting the PLA will develop additional
subordinate operational concepts and use simulations, war games, and exercises to test,
evaluate, and improve these future-oriented operational concepts. The timing of MDPW’s
appearance with China’s updated doctrine and military strategic guidelines suggests that
MDPW serves as a connection between them, likely amplifying themes and guidance in both
while focusing on the contours of what the PLA must be able to do to win future wars.

Readiness. Alongside modernizing the PLA’s capabilities and organizational reform, PRC
leaders have identified enhancing the combat readiness of the armed forces as an important
element in developing the PRC’s military strength. In recent years, Chairman Xi Jinping and
senior military leaders have continued to emphasize the need to build the PLA’s combat
readiness so it can “fight and win wars.” This emphasis has not only entailed the PLA
conducting more training, but making its training more rigorous and realistic as well as
addressing issues in the PLA’s training and education systems relating to conducting complex
joint operations and adapting to other aspects of modern warfare. It probably has also led to a
standardization of a combat readiness system across the PLA to enable the PRC to quickly
transition to a wartime footing.

Along with the CCP leadership’s focus on improving the PLA’s combat readiness, in recent
years PLA media outlets have noted shortcomings in the military’s training and education
systems that reportedly left some commanders—particularly at the operational level—
inadequately prepared for modern warfare. In recent years, PLA media outlets have identified
the need for the military to address the “Five Incapables” problem: that some commanders
cannot (1) judge situations; (2) understand higher authorities’ intentions; (3) make operational
decisions; (4) deploy forces; and (5) manage unexpected situations. Although PLA writings
do not specify how widespread the “Five Incapables” are, PLA media outlets have
consistently raised them. One outside expert has noted this may indicate the PLA lacks
confidence in its proficiency to execute its own operational concepts. Additionally, senior
Party and PLA leaders are keenly aware that the military has not experienced combat in
decades nor fought with its current suite of capabilities and organizational structures. PLA
leaders and state media frequently call on the force to remedy the “peacetime disease” that
manifests in the form of what it characterizes as lax training attitudes and practices that are
viewed as hindering combat readiness.

The COVID-19 pandemic degraded PLA readiness during early 2020, but mitigation
measures probably allowed it to return to near-normal states of readiness levels by mid-
summer. The PLA continued to conduct exercises throughout 2021. Chapter 2 discusses the
PLA’s 2021 training and exercises in detail.

Anticorruption Campaign. Anticorruption investigations in the PLA are a component of a
Party-wide effort that General Secretary Xi Jinping strengthened and accelerated shortly after
taking office. The stated goal of these campaigns is to safeguard the legitimacy of the CCP,
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root out corruption, improve governance, and centralize Xi and the Party’s authority. Military
discipline inspectors led by the CMC Discipline Inspection Commission have targeted
individual power networks and occupational specialties historically prone to corruption, such
as officers connected to disgraced former CMC Vice Chairmen Xu Caihou and Guo Boxiong,
and former Chief of Joint Staff General Fang Fenghui. In 2021, General Secretary Xi Jinping
continued to stress strict Party governance for the 14™ Five-Year Plan period stating
corruption still exists as the biggest risk to the Party’s governance. Throughout 2021, the
anticorruption campaign also targeted executives within the PRC’s defense industrial sector
as the Central Commission for Discipline Inspection (CCDI) announced investigations of the
former Chairman and head of the Communist Party at China North Industries Group
Corporation (Norinco Group) and the executive at China National Nuclear Corporation.

Party-Army Relations. The PLA is the principal armed wing of the CCP and, as a party-
army, does not directly serve the state but rather is under the direct control of the party. The
CCP Central Military Commission (CMC), currently chaired by Xi Jinping, is the highest
military decision-making body in the PRC. As a party-army, the PLA is a political actor. As
a constituency within the Party, it participates in the PRC’s political and governance systems.
As the ultimate guarantor of the Party’s rule and the PRC’s government system, the PLA’s
missions include formal and informal domestic security missions in addition to its national
defense missions. Since becoming CMC Chairman, Xi Jinping has implemented multiple
reforms reducing PLA autonomy and greatly strengthening Party control over the military.
Party leaders and official statements continue to emphasize the principles of the Party’s
absolute control over the PLA and the PLA’s loyalty to the Party.

China’s Military Leadership

The military’s highest decision-making body, the CMC, is technically a department of the
CCP Central Committee. The CMC Chairman is a civilian, usually serving concurrently as
the General Secretary of the CCP and President of the PRC. CMC members are appointed at
the Party Congresses every five years. In fall of 2022, five of the seven CMC members were
expected to retire. During the 20" Party Congress, General Zhang Youxia remained as Vice
Chairman, joined by General He Weidong as the second Vice Chairman. Other CMC
members include General Li Shangfu, General Liu Zhenli, and returning members Admiral
Miao Hua and General Zhang Shengmin. The CMC in 2021 consisted of two vice chairs, the
Minister of National Defense, the chiefs of the Joint Staff and Political Work Departments,
and the head of the Discipline Inspection Commission.

Chairman Xi Jinping concurrently serves as the CCP General Secretary, CMC Chairman,
and President of the PRC. The first two positions are party positions, while the third is a state
position. Xi was first appointed as Party General Secretary and CMC Chairman in 2012 and
as President in the spring of 2013. Xi was reappointed to his Party positions at the fall 2017
19th Party Congress and was reappointed President in spring 2018 at the National People's
Congress (NPC). For a third term, Xi was reappointed to his Party positions in 2022 at the
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20" Party Congress and is expected to be reappointed President at the 2023 NPC. In 2016, Xi
was announced as the commander-in-chief of the CMC’s Joint Operations Command Center
(JOCC) and was named “core” leader of the CCP Central Committee. Prior to becoming CMC
Chairman, Xi served as the CMC’s only civilian Vice Chairman under Hu Jintao. Xi’s father
was an important military figure during China’s communist revolution and was a Politburo
member in the 1980s. Xi Jinping served as an aide to a defense minister early in his career
and had regular interactions with the PLA as a provincial Party official.

Vice Chairman General Xu Qiliang was the first career air force officer to be appointed the
PRC’s top uniformed official. Xu is a public advocate for reform and guides the effort as a
deputy secretary of the CMC’s reform leading group. Xu previously served on the CMC as
the PLA Air Force (PLAAF) commander, where he oversaw rapid force modernization and
expanded the air force’s foreign engagement. He may have crossed paths with Xi Jinping
early in his career, when both men served in Fujian Province. Xu was the first PLAAF officer
to serve as deputy chief of the General Staff Department (GSD) since the Cultural Revolution
period, and — at 54 years of age at the time — the youngest in PLA history. Xu served as a third
term CMC member and retired following the Party Congress in 2022.

Vice Chairman General Zhang Youxia was China’s second-most senior officer and former
head of the Equipment Development Department. Zhang gained rare experience as a combat
commander during China’s brief war with Vietnam in 1979. Zhang formerly commanded the
Shenyang Military Region, which shared a border with North Korea and Russia. Zhang is one
of the PLA’s “princelings.” His father, a well-known military figure in China, served with Xi
Jinping’s father at the close of China’s Civil War in 1949. Zhang was expected to retire due
to previously followed age norms within the PLA, but remains on the CMC for a third term
following the 20" Party Congress.

Minister of National Defense General Wei Fenghe was appointed to the CMC at the 2017
Party Congress, and as the Minister of National Defense at the NPC in March 2018. Wei is
the PLA’s third-most senior officer and manages its relationship with state bureaucracies and
foreign militaries. Unlike the U.S. Secretary of Defense, he is not part of the chain of
command and his primary policy influence is derived from membership on the CMC and State
Council. Wei served in multiple missile bases across different military regions and held top
posts in the headquarters of the former PLA Second Artillery Corps, the PLA Rocket Force’s
(PLARF’s) predecessor, before being promoted in late 2010 to Deputy Chief of the General
Staff — the first officer from the Second Artillery to serve in that position. Wei most recently
was the PLARF commander. Wei is serving a second term as a CMC member he will likely
be replaced as the Minister of National Defense during the National People’s Congress in
March 2023.

Joint Staff Department Chief General Li Zuocheng oversaw PLA joint operations, a
narrowing of the wider responsibilities held by the former GSD prior to reforms initiated in
2015. Li is one of few remaining active duty PLA officers with combat experience and is
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recognized as a combat hero for his service in China’s border war with Vietnam. He was also
the first Army commander after the PLA Army (PLAA) became a separate service in 2015.
Li previously commanded the Chengdu Military Region, which was responsible for the
sensitive area of Tibet. Li Zuocheng retired from his CMC position following the 20™ Party
Congress.

Political Work Department Director Admiral Miao Hua oversees the PLA’s political
work, including propaganda, organization, and education. Miao is a former Army officer who
switched services to the Navy in December 2014 when he became political commissar of the
PLA Navy (PLAN). Miao may have ties to Xi from his time serving in the 31st Group Army
in Fujian Province, when his career overlapped with Xi’s. Miao participated as the PLAN
political commissar during the Navy’s BRI cruise conducted in mid-2017. Miao Hua, at age
65 in 2021, remained on the CMC in his current position.

Secretary of the Discipline Inspection Commission General Zhang Shengmin oversees
the highest-level organization responsible for investigating military violations of Party
discipline. Zhang is also a deputy secretary and third ranking member on the standing
committee of the Party’s Discipline Inspection Commission. Zhang’s appointments indicate
the Party’s commitment to the anticorruption campaign in the military. Shortly after his
appointment to the CMC, Zhang was promoted to the rank of general, the highest rank in the
PLA. Zhang Shengmin, at age 64 in 2021, remained on the CMC following the 20" Party
Congress.
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CHAPTER TWO:

CHINA'’S FORCES, CAPABILITIES,
AND POWER PROJECTION

Key Takeaways

» The PLA has sought to modernize its capabilities and improve its proficiencies across
all warfare domains so that, as a joint force, it can conduct the full range of land, air,
and maritime, as well as nuclear, space, counterspace, electronic warfare (EW), and
cyberspace operations.

» The PLA’s evolving capabilities and concepts continue to strengthen the PRC’s ability
to fight and win wars against a “strong enemy (3&E)” (a euphemism likely for the

United States), counter an intervention by a third party in a conflict along the PRC’s
periphery, and project power globally.

» In 2021, the PLA continued to make progress implementing major structural reforms,
fielding modern indigenous systems, building readiness, and strengthening its
competency to conduct joint operations.

With approximately 2.2 million active duty military service members and 660,000
paramilitary personnel, China maintains one of the largest military forces in the world. In
2021, China’s defense budget increased by 6.8% to $261 billion. According to a PRC work
report, the new defense budget aligned with PRC military goals associated with its 2027 and
2035 military modernization program. PRC state media reported that the defense budget
increase over the prior year focused on modernizing the PLA’s training with realistic
simulation and the use of virtual reality, accelerating improvements in logistics capabilities,
investing in defense science and technology, and enhancing the military’s strategic capacities.

In effort to create a leaner, more mobile force, the PLA Army (PLAA) has steadily reduced
active duty personnel in the last three decades but still outnumbers other services with roughly
one million soldiers in 2021. The PLA Navy (PLAN) and PLA Air Force (PLAAF) have
grown in size since 2015, indicating their increasing importance. By 2021, the PLAN Marine
Corps expanded from two to six brigades and supplemented with aviation and Special Forces,
becoming increasingly capable of protecting China’s overseas interests. The PLA Rocket
Force (PLARF), formerly the Second Artillery, manages the PRC’s land-based nuclear and
conventional missile units. The Strategic Support Force (SSF) centralizes the PLA’s strategic
space, cyberspace, electronic warfare, information, communications, and psychological
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warfare missions and capabilities. Lastly, the Joint Logistics Support Force (JLSF) handles
quartermaster, transportation, medical services, and other logistic functions to enhance PLA’s
joint capabilities during peace and war.

PEOPLE'S LIBERATION ARMY ARMY (PLAA)

Key Takeaways:

» The PLAA emphasized realistic training scenarios and standardization of training
methods during the exercise STRIDE-2021 and throughout extensive joint
amphibious training that utilized both PLAN and civilian roll-on roll-off (RORO)
vessels.

» The PLAA and Russian Army units participated in ZAPAD/INTERACTION-2021, a
large-scale joint exercise to expand cooperation between the two militaries, which was
conducted on PRC soil for the first time.

» The PLAA applied twice a year conscription after delays from COVID-19 in 2020,
emphasizing the recruitment of college graduates and students with science,
technology, engineering, and mathematics (STEM) backgrounds.

The PLA Army (PLAA) has approximately 975,000 active-duty personnel in combat units
and is the primary ground fighting force in the PLA. The 2020 PRC National Defense
University’s Science of Military Strategy described the PLAA’s development as a transition
from a regional defense force to a global combat force. In 2021, the PLAA continued to
emphasize the modernization and standardization of their equipment through the fielding of
new and upgraded combat systems. 2021 also highlighted standardization of training,
improvements to power projection capabilities, and extensive combined-arms and joint
trainings.

Force Structure and Organization. In 2021, the PLAA continued to field a large number of
new platforms and updated equipment. The major force restructuring required by the 2016
and 2017 PLA reforms is complete, but significant additional equipment fielding is necessary
to complete the transformation of the PLAA into a fully modern force.

The PLAA is organized into five Theater Army Commands, the Xinjiang military command,
and the Tibet military command. The PLAA has 13 group armies, which are comprised of
multiple combined-arms brigades that serve as the PLAA's primary maneuver force. The
brigades vary in size and composition. The PLAA delineates its combined-arms brigades into
three types: light (high-mobility, mountain, air assault, and motorized), medium (wheeled
armored vehicles), and heavy (tracked armored vehicles), with sizes ranging from
approximately 4,000 (light) to 5,000 (heavy) personnel each. Each group army controls six
additional brigades responsible for operational element functions: an artillery brigade, an air
defense brigade, an army aviation (or air assault) brigade, a special operations forces (SOF)
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brigade, an engineer and chemical defense brigade, and a sustainment brigade. Some
variations exist with at least one group army per theater separating their engineering and
chemical defense brigades into separate units. Although the PLAA has standardized its group
armies, it does retain a number of nonstandard divisions and brigades that exist outside of the
group armies. These units are typically located in areas the CCP considers sensitive including
Xinjiang, Hong Kong, and Beijing.

Capabilities and Modernization. Despite the PLAA's ambitions to become a highly
modernized ground force they still widely employ a mix of modern and obsolete tanks and
armored fighting vehicles. Throughout 2021, the PLAA continued to test and field new
systems with a large emphasis on the development of situational awareness and manned
unmanned teaming (MUM-T) with the proliferation of vertical takeoff and landing (VTOL)
and fixed-wing uncrewed aerial systems (UAS). Soldier enhancement capabilities have also
taken the next step as units are beginning to use exoskeletons and hyperbaric oxygen therapy
to mitigate stresses on the individual soldier. A ground force with these capabilities, supported
by sufficient lift and sustainment capabilities, would likely be able to project at least limited
ground power regionally. The PLAA also continued the fielding of light, highly mobile
systems with emphasis on areas with difficult terrain.

The PLAA is rapidly developing a limited capability to project ground power as an
expeditionary force. In addition to protecting national sovereignty and security, the 2020
National Defense University's Science of Military Strategy describes the PLAA as focused on
improving precision, multi-functional, and sustained operations capabilities, command and
control, and integrated systems to promote ambitions of building a global combat capable
army. The PLAA’s primary power projection initiatives are mobile, modular combined arms
formations, special operations forces, and PLAA Aviation and Air Assault units.

After years of substantial reform, the combined-arms battalion of the combined arms brigade
is the basic combat unit of the PLAA. PLAA officers tell PRC media that the formations
comprise more than 10 different combat arms, are plug-and-play and adjustable based on the
terrain and mission requirements. The PLAA enhanced power projection capabilities through
increased mobility, ease of transport and logistics, and precision strike capabilities. This was
accomplished through an effort to lighten PLAA with a focus on medium and light, high
mobility platforms, and the fielding of new long-range multiple rocket launcher systems.

The PLAA's 15 Special Operations Forces (SOF) brigades provide group army commanders
with an organic unit capable of executing special operations. Typical PLAA SOF brigade
missions include raids, harassment operations, target seizure and control, special
reconnaissance, precision strike guidance, and rescue operations. Observed SOF training in
2021 included aerial infiltration, small-unit tactics, and maritime operations.

PLAA Aviation and Air Assault units remained a focus of development in 2021. PLAA
training events and reports in PRC media show that air-ground integration, multi-dimensional
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assaults, and MUM-T are now a standard part of training. Training in 2021 also included
numerous examples of helicopters executing nighttime flight operations and ultra-low altitude
flying. PLAA Aviation works directly with ground units to enhance its ability to support air
assault operations and conduct air strikes. Highlights from PLAA Aviation joint training in
2021 included the army aviation helicopters conducting confrontational training against
PLAAF surface-to-air missile brigades, and army aviation helicopters coordinating with PLA
Navy landing ships. The two PLAA Air Assault brigades continued extensive training on
helicopter insertion, air reconnaissance, and coordinating air strikes with other PLAA units
and joint service partners. In 2021, PLAA Aviation Brigades began using the new Z-20
medium-lift transport helicopters for various missions in western China. Ongoing
development of PLAA Aviation and Air Assault units will lead to a highly-mobile, modular
ground force unit capable of supporting expeditionary operations. Expeditionary operations
where PLA seeks to improve proficiency include: the protecting of overseas PRC citizens and
overseas PRC economic interests, UN Peacekeeping Operations (UN PKO), Humanitarian
Assistance and Disaster Relief (HA/DR), Noncombatant Evacuation Operations (NEO),
Counterterrorism Operations (CT), and the ability to secure strategic lines of communication
(SLOC:s) far from the PRC mainland. The PLAA envisions its Aviation and Air Assault units
employing their three-dimensional maneuver, firepower, and assault capabilities to act as a
main combat force, support a greater joint operation, or conduct non-war military operations
outside China. Overseas military operations is comprised of surveillance implementation,
seizure, electronic combat, and battlefield rescue, while overseas non-combat operations
include disaster relief, emergency rescue, and anti-terrorism.

Readiness. PLAA training in 2021 followed the trend from 2020, focusing on combined-arms
and joint training. PLAA units conducted multiple iterations of STRIDE-2021 in various
theaters with an emphasis on setting the standardization of training methods and conditions.
PLAA units stressed realistic training, professionalization of opposing force (OPFOR)
formations, and conducted numerous force-on-force “confrontation drills.”

In addition to conventional ground force training, PLAA units conducted extensive specialty
exercises in 2021. Units conducted coastal defense, multiple sea crossings and landings, and
high-elevation plateau operations. Joint training included for the first time,
ZAPAD/INTERACTION-2021, where PLAA units conducted a large-scale exercise with the
Russian  military in China. PLAA and Russian forces participating in
ZAPAD/INTERACTION-2021 underwent theoretical and systems training, weapon swaps,
and a culminating exercise to further understanding and cooperation between the two
militaries. The PLAA also continued extensive joint training using PLAN landing ships and
civilian RORO vessels to expand amphibious capabilities.

While continuing to focus on equipment modernization, the PLAA also turned to the
development of their personnel. The PLAA changes in their recruitment strategy as the PLA
implemented a twice a year conscription and increased its emphasis on the recruitment of
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college students majoring in science and engineering. The PLAA also emphasized the use of
simulations in exercises to carry out immersive training in lieu of actual combat training. Use
of simulations gives users an emulation of a battlefield that provides a variety of training
situations to allow for completion of instruction and mitigation of shortcomings in a low risk
environment.
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PEOPLE’S LIBERATION ARMY NAVY (PLAN)

Key Takeaways

» The PLAN is numerically the largest navy in the world with an overall battle force of
approximately 340 ships and submarines, including approximately 125 major surface
combatants. As of 2021, the PLAN is largely composed of modern multi-mission
ships and submarines.

» In 2021, the PLAN’s overall battle force shrank due to the transfer of 22 early flight
JIANGDAO class corvettes to the China Coast Guard.

» The PLAN commissioned its fourth RENHALI class cruiser (CG) in late 2021 and
resumed series construction of the JIANGKALI II class frigate.

» The PLAN commissioned two YUSHEN class amphibious assault ships, one each in
April 2021 and April 2022. The PLAN launched a third hull in the class in January
2021, which is currently undergoing sea trials prior to commissioning.

» In the near-term, the PLAN will have the ability to conduct long-range precision
strikes against land targets from its submarine and surface combatants using land-
attack cruise missiles, notably enhancing the PRC’s power projection capability.

The PRC’s 2019 defense white paper described the People’s Liberation Army Navy (PLAN)
as adjusting to changes in the strategic requirements of near seas protection and far seas
protection, noting that it was “speeding up the transition of its tasks from defense on the near
seas to protection missions on the far seas.” The PLAN is an increasingly modern and flexible
force that has focused on replacing its previous generations of platforms that had limited
capabilities in favor of larger, modern multi-role combatants. As of 2021, the PLAN is largely
composed of modern multi-role platforms featuring advanced anti-ship, anti-air, and anti-
submarine weapons and sensors. The PLAN is also emphasizing maritime joint operations
and joint integration within the PLA. This modernization aligns with the PRC’s growing
emphasis on the maritime domain and increasing demands for the PLAN to operate at greater
distances from mainland China.

The PLAN organizes, mans, trains, and equips the PLA’s naval and naval aviation forces, as
well as the PLAN Marine Corps (PLANMC), which is subordinate to the PLAN. The PLAN
continues to implement structural reforms that began in late 2015 and early 2016. Similar to
the other services, the PLA-wide reforms removed the PLAN headquarters from conducting
operations, which became the purview of the PLA’s joint Theater Commands, and focused
the PLAN on organizing, manning, training, and equipping naval forces.

Missions. The PLAN continues to develop into a force increasingly capable of global
operations, gradually extending its operational reach beyond East Asia. The PLAN’s latest
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surface and subsurface platforms enable combat operations beyond the reach of the PRC’s
land-based defenses. In particular, China’s growing force of aircraft carriers extend air
defense coverage of deployed task groups beyond the range of land based defenses and will
enable operations at increasingly longer ranges. The PLAN’s emerging requirement for sea-
based land-attack systems will also enhance the PRC’s ability to project power. Furthermore,
the PLAN now has a sizable force of highly capable logistical replenishment ships to support
long-distance, long-duration deployments, including two new FUYU class fast combat
support ships (AOEs) built specifically to support aircraft carrier operations. The PLAN’s
expanding fleet of large modern amphibious warships will enable it to conduct a wide range
of expeditionary operations wherever PRC interests are threatened or in support of PRC
participation in internationally sanctioned operations. The expansion of naval operations
beyond China’s immediate region will also facilitate its non-war military activities and further
legitimize the PRC’s growing global military posture, including at its base in Djibouti.

China continues to learn lessons from operating its first aircraft carrier, Liaoning. Its first
domestically built aircraft carrier, Shandong, was launched in 2017 and commissioned in
December 2019—the beginning of what the PLA states will be a multi-carrier force. China’s
next generation of carriers, including one that began construction in 2018, will have greater
endurance and an electromagnetic catapult launch system making it capable of launching
various types of specialized fixed-wing aircraft for missions such as early warning, electronic
warfare (EW), and anti-submarine warfare (ASW). This will increase the striking power of
a potential PLAN carrier battle group when deployed to areas beyond China’s immediate
periphery. China’s newest aircraft carrier, the Fujian, is expected commission in 2024.

The PLAN’s newest amphibious ships, the YUSHEN class Landing Helicopter Assault (LHA)
and YUZHAO class Amphibious Transport Docks (LPD) are modern platforms capable of
regional and global expeditionary missions in support of both wartime and non-war
contingency operations either singly or as part of capable and flexible task groups composed
of multiple amphibious ships and surface combatants.

The PLAN’s ability to perform missions beyond the First Island Chain is modest but growing
as it gains more experience operating in distant waters and acquires larger and more advanced
platforms. China’s experience in extended range operations primarily comes from extended
task group deployments and its ongoing counterpiracy mission in the Gulf of Aden. Notable
deployments in 2021 included the following:

* In April 2021 and December 2021, the PRC aircraft carrier Liaoning conducted
deployments to the Philippine Sea and South China Sea accompanied by escort ships
including the RENHALI class cruiser Nanchang during both deployments. According
to the Japanese Self-Defense Force, the December deployment included night flight
operations almost 200 miles southeast of Okinawa with the task group accompanied
by a FUYU class AOE.
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* In May of 2021, a PLAN task group operated in the South China Sea, Java Sea, and
Celebes Sea, and conducted an exercise with the Indonesian Navy.

* In August and September 2021, a PLAN task group that included a RENHALI class
cruiser and an AGI deployed to the North Pacific and operated inside the U.S. EEZ in
Alaskan waters.

* In October 2021, PLAN and Russian warships exercised in the Sea of Japan and then
sailed into the Pacific Ocean through the Tsugaru Strait that separates the Japanese
Islands of Honshu and Hokkaido.

* The PLAN sustained its counter-piracy task groups in the Gulf of Aden through 2021,
a 13-year effort that is the PRC’s first enduring naval operation beyond the Indo-
Pacific region.

Force Structure. The PLAN is the largest navy in the world with a battle force of
approximately 340 platforms, including major surface combatants, submarines, ocean-going
amphibious ships, mine warfare ships, aircraft carriers, and fleet auxiliaries. In 2021, the
PLAN’s overall battle force shrank due to the transfer of 22 early flight JIANGDAO class
corvettes to the China Coast Guard. This figure does not include approximately 85 patrol
combatants and craft that carry anti-ship cruise missiles (ASCM). The PLAN’s overall battle
force is expected to grow to 400 ships by 2025 and 440 ships by 2030. Much of this growth
will be in major surface combatants. The PLAN’s force structure consists of three fleets with
subordinate submarine flotillas, surface ship flotillas, aviation brigades, and naval bases. The
PLAN’s Northern Theater Navy is subordinate to the Northern Theater Command, the Eastern
Theater Navy is subordinate to the Eastern Theater Command, and the Southern Theater Navy
is subordinate to the Southern Theater Command.

Submarines. The PLAN has placed a high priority on modernizing its submarine force, but
its force structure continues to grow modestly as it works to mature its force, integrate new
technologies, and expand its shipyards. The PLAN currently operates six nuclear-powered
ballistic missile submarines (SSBN), six nuclear-powered attack submarines (SSN), and 44
diesel-powered/air-independent powered attack submarines (SS/SSP). The PLAN will likely
maintain between 65 and 70 submarines through the 2020s, replacing older units with more
capable units on a near one-to-one basis.

The PRC continues to increase its inventory of conventional submarines capable of firing
advanced anti-ship cruise missiles (ASCM). Between the mid-1990s and mid-2000s, the
PLAN purchased 12 Russian-built KILO class SS units, eight of which are capable of
launching ASCMs. China’s shipyards have delivered 13 SONG class SS units (Type 039) and
17 YUAN class diesel-electric air-independent propulsion attack submarine (SSP) (Type
039A/B). The PRC is expected to produce a total of 25 or more YUAN class submarines by
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2025. In late 2021, the PLAN retired the first two KILO class submarines purchased from
Russia in the 1990s.

Over the past 15 years, the PLAN has constructed twelve nuclear submarines — two SHANG
I class SSNs (Type 093), four SHANG II class SSNs (Type 093A), and six JIN class SSBNs
(Type 094). Equipped with the CSS-N-14 (JL-2) submarine-launched ballistic missile
(SLBM) (7,200KM), the PLAN’s six operational JIN class SSBNs represent the PRC’s first
credible sea-based nuclear deterrent.

By the mid-2020s, China will likely build the SHANG class (Type 093B) guided-missile
nuclear-powered attack submarine (SSGN). This new SHANG class variant will enhance the
PLAN’s anti-surface warfare capability and could provide a clandestine land-attack option if
equipped with land-attack cruise missiles (LACM). The PLAN is also improving its anti-
submarine warfare (ASW) capabilities through the development of its surface combatants and
special mission aircraft, but it continues to lack a robust deep-water ASW capability. By
prioritizing the acquisition of ASW capable surface combatants, acoustic surveillance ships,
and fixed and rotary wing ASW capable aircraft, the PLAN is significantly improving its
ASW capabilities. However, it will still require several years of training and systems
integration for the PLAN to develop a robust offensive deep water ASW capability.

Surface Combatants. The PLAN remains engaged in a robust shipbuilding program for
surface combatants. At the close of 2021, the PLAN was building an aircraft carrier, a new
batch of guided-missile destroyers (DDG), and a new batch of guided missile frigates (FFG).
These assets will significantly upgrade the PLAN’s air defense, anti-ship, and anti-submarine
capabilities, and will be critical as the PLAN expands its operations beyond the range of the
PLA’s shore-based air defense systems. By the end of 2019, the PLAN had commissioned its
30" JIANGKAI I class FFG, reportedly completing the production run. However, in 2021
PRC media reported production had restarted with at least two hulls launched by the end of
year and additional units are likely under construction. The PLAN augmented its littoral
warfare capabilities, especially for operations in the East and South China Seas, with the high-
rate production of the JIANGDAO class FFLs (Type 056 and Type 056A). The PLAN
commissioned the 72" JIANGDAO in February 2021, completing the production run. The
PLAN also transferred the early flight IANGDAO variants, likely 22 ships total, to the China
Coast Guard in 2021, probably due to the models’ lack of towed-array sonar. The 056A FFLs
are equipped with a towed-array sonar and are thus capable ASW ships.

The PLAN has expanded its force of large surface combatants with two programs, the
LUYANG III class DDG and the RENHALI class guided-missile cruise (CG). By late 2020,
the PRC had launched 25 LUY ANG III class DDGs—including 12 lengthened LUY ANG III
MOD DDGs with 19 of the new hulls commissioning by the end of 2021. Both the standard
LUYANG IIT and the LUYANG III MOD have a 64-cell multipurpose vertical launch system
(VLS) capable of launching cruise missiles, surface to air missiles, and anti-submarine
missiles. In December 2021, China commissioned its fourth RENHALI class guided-missile
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cruiser with the remaining four hulls likely commissioning during 2022. The RENHAI has
112 VLS cells and can carry a large load out of weapons including ASCMs, surface-to-air
missiles (SAMs), torpedoes, and anti-submarine weapons along with likely LACMs and anti-
ship ballistic missiles (ASBM) when those become operational.

The PLAN continues to emphasize anti-surface warfare capabilities in its force development.
The PLAN’s frigates and corvettes, as well as modernized older combatants, carry variants of
the YJ-83/YJ-83] ASCM (97NM, 180K M), while newer surface combatants such as the
LUYANG II class DDGs are fitted with the YJ-62 (215NM, 400KM). The LUYANG III
class DDGs and the RENHAI class CGs will be fitted with a variant of China’s newest ASCM,
the YJ-18A (290NM, 537KM). A few modernized destroyers have been retrofitted with the
supersonic YJ-12A ASCM (250NM, 460KM). Eight of the PLAN’s 10 KILO class SSs are
equipped with the Russian built SS-N-27b ASCM (120NM, 220KM). The PRC’s SONG class
SS, YUAN class SSP, and SHANG class SSN field the PLAN’s newest domestic submarine-
launched YJ-18 and its variants, which constitute an improvement over the SS-N-27b ASCM.

The PLAN recognizes that long-range ASCMs require a robust, over-the-horizon (OTH)
targeting capability to realize their full potential. To fill this capability gap, the PLA is
investing in joint reconnaissance, surveillance, command, control, and communications
systems at the strategic, operational, and tactical levels to provide high-fidelity targeting
information to surface and subsurface launch platforms.

As the PLAN continues to transition into a global multi-mission force, the addition of land-
attack capabilities to its modern array of anti-surface and anti-air capabilities is a logical next
step. In the coming years, the PLAN will probably field LACMs on its newer cruisers and
destroyers and developmental SHANG class Type 093B SSGN. The PLAN could also retrofit
its older surface combatants and submarines with land-attack capabilities as well. The addition
of land-attack capabilities to the PLAN’s surface combatants and submarines would provide
the PLA with flexible long-range strike options. This would allow the PRC to hold land targets
at risk beyond the Indo-Pacific region.

Amphibious Warfare Ships. China’s investment in Landing Helicopter Assault ships
(LHASs) signals its intent to continue to develop its expeditionary warfare capabilities. In April
2021, China