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Introduction:  Purpose of this paper is to foster discussion on the most salient trends in the domain of regional/international security by: making some judgments as to most likely situation in several security-related fields in 2020; make some speculative thoughts as to how the regional/global situation might look in 2020; assess the key areas which will provide insights into the nature of the Sino-Indian relationship; and then think of potential scenarios for the security dimension of the Sino-Indian relationship.  As the PRC is my own research strength, I have paid most attention to the China side of the equation.  

I. Critical Issues  

A. Defense: 

1) Budget: 
a) 2006: Announced budget for 2007 of $35 billion (15% growth from previous year, continues trend of double digit growth since 1990). 
 

b) Rand estimates in 2020, PRC defense budget to range from 2.3 to 4.6% of GDP:
· 2.3% more likely given tremendous looming domestic budget constraints, especially in social security. 
· At 2.3%, defense budget to be @ $85 bil in 2020, third in size to US and Russia.
((( India -- 2006-07 Budget: $20.11 billion USD (7.2% increase from 2005-06).  Percent of GDP: 2.4 %.  Growth last year also > 7%.  2.5% of  GDP sustainable?)))

2) Military modernization: 

China continues broad-based modernization program, particular emphasis in hardware on naval and missile programs.  Sustained “software” side improvements include greater professionalization, improved military education, noncommissioned officer corps.
3) Implications: 
China potentially has a slight qualitative, but not overwhelming, conventional superiority over Indian forces.  India has parallel military modernization priorities (naval and missiles).  
B. Energy:
  

1) Oil:
a) Oil demand in 2020: 34.8 MMBD (1/3 to China), of which 26.3 MMBD are imports.
b) China/India huge and growing demand.  70% of China’s imports and 50% of India’s imports to come from Mideast (compare with @25% for US/EU).
2) Natural Gas:
a) Naturals Gas in Asia, 2020: Will import @60%. 
b) <10 % of requirements filled by natural gas.
c) Pipelines in vogue (Iran-India, Pakistan-China, Central Asia-Shanghai). 
3) Coal:
a) Accounts for 40% of Asian energy consumption.
b) China: 70% of energy requirements filled by coal;  India: 50% of energy requirements from coal. 
c) Tremendous environmental implications, but domestic coal is in abundance.
4) Implications:
a) The emergence of “energy nationalism”; competition for resources becoming a zero-sum, mercantilist game.  Attempts to “lock up” equity shares, especially with less-reputable nation-states. 
b) Sea lane security of great consequence Diplomacy a tool to ensure safer supplies. 

C. Diplomacy:
1) China continues low-risk, non-confrontational, undemanding style of diplomacy which places few demands on other nations – great success in SE Asia, Central Asia and Oceania to date. 

2) China to support India joining UNSC?

3) Roles of regional organizations (SAARC/Shanghai Cooperation Organization, others) intended to be exclusive of West/US?

4) PRC as International Stakeholder in security domain?: 
a) China has no alliances to speak of.
b) China has contributed disproportionately few troops to UN PKO (In last 15 years, China has sent just over 3000 military personnel). 
c) China does not support other non-alliance, non-UN multilateral efforts, e.g., Proliferation Security Initiative. 
d) Transparency: still much work to do.  The PLA began participating in joint exercises with other countries and allowing foreign observation of scripted exercises, only in 2002. 

D. Demography:

1) By 2025, China’s population only 90 mil more than India (<1.5 bil to 1.4 bil).
2) Rapid aging of China’s population, median age approaches 40.  Pop % > 65 is 13.4%.  In India, Pop % > 65 is only 8.4%.

3) Gender imbalance.  Both China/India, males are 120:100 or greater (normal ratio is 104-5:100.)  Unknown ramifications for domestic/regional security of this “unmarriageable men” phenomenon.

4) breakdown of China’s social security network exacerbates the problem.
E. Domestic Challenges:

1) Internal Unrest: 

a) 87,000 public order disturbances in 2005, up from 10,000 in 1994.
b) Illegal or inadequately-reimbursed land seizure a growing problem.
c) Healthcare: only 20% of Ministry of Health financing to rural areas, to cover 70% of the population.  Public health spending is shrinking ratio of GDP.

d) Uneven development in China.
2) Environment:

a) 5 of world’s 10 most polluted cities are in China.
b) One-third of all agriculture affected by pollution.
c) 70% of water is polluted, 30% completely unusable for any purpose.
d) 2/3 of China’s 660 largest cities have water constraints.
e) Increasingly domestic unrest caused by environmental concerns.
II. Regional/International Environment 
(descriptions of what plausibly might be in place, for purposes of analyzing the CH-IN security relationship, but not predictions on what will happen)

A. U.S. is still preeminent power, but relatively weakened.
B. Mideast role ascendant.
C. Breakdown of nuclear regimes, now a “Nuclear NE Asia” – DPRK, likely Japan, in addition to China.  
D. Strong Japan-China competition.
E. Pakistan continues to be client state of both US and China.
F. No significant regional rival emerges to drive military modernization.
G. Resumed EU-China arms sales?

III. Areas to watch
A. Pakistan – unstable domestically, but with nuclear weapons, terrorist havens in border areas, potentially resumed proliferation?, jihadis in Kashmir, increasing arms sales from China including JF-17 fighter serial co-production to maintain balance in sub-Continent.
B. Taiwan Strait stability – resolved? – Beijing more in a position to challenge or confront regionally.  
C. Mideast, especially Iran.  LNG pipeline into India?  Increased oil shipments to China?  Arms sales to Mideast to cement ties.  
D. Russia.  Long-time arms sale supplier of both.  Uncertain path forward.  Oil/natural gas supplier. 
IV. Scenarios
A. Naval Competition – PLA Navy attempts to extend influence to Indian Ocean and is blunted by Indian Navy.
B. Loose Cooperation -  Delineation of regional security roles (sea lines of communication security) ; UN PKO.
C. Cold security/warm economics – active, non-complementary energy import solutions, while attempts made to continue complimentary economic development.
D. Significant domestic disturbances in China – Not an issue which India seeks to take advantage of, but potentially enormous impact on China’s external role  (lash-out?).
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