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ABSTRACT 

 

The dissertation on the theme ‘Emerging Trends in Military Expenditure of India and China: 

Implications for Military Modernisation’ is an attempt to assess and analyse the changing 

contours of military expenditure in India and China; its impact on the political, economic and 

strategic domains of the India-China bilateral relationship. What transpires in the bilateral 

between the two giant militaries and economies of Asia, in turn has implications for the regional 

security environment. The changing dynamic between India and China has led to greater 

avenues for cooperation and competition. With greater international focus on the Indo-Pacific 

region, the two countries have come to become major international players. As two nuclear 

powers that have considerable sway over international events, the potential for conflict between 

the two sides has become a major avenue of concern. Events such as the Dokhlam Stand-off 

and the Galwan valley clash, which allude to greater avenues of conflict, are a cause of 

considerable concern for the international community.  

 

India and China have experienced considerable economic growth and this has translated to 

increased government budgets. As the two countries become centres of economic progress, 

they are set to play a bigger role in the international arena and the Indo-Pacific theatre. As far 

as military expenditure is concerned, the two countries have experienced a steady increase over 

the decades. This indicates a greater realisation of the fact that even though the economic 

relations between the two countries stand strong, due to geopolitical considerations, there shall 

always be a need to protect one’s assets. In the case of India, the last few years have heralded 

a greater realisation for bolstering defence related commitments. Especially since China and 

Pakistan have started to cooperate more on matters of trade, infrastructure, security and 

diplomacy. As a result, India too has moved closer to the United States, which has raised alarm 

for Beijing. In this game of international politics, there is a need for both countries to maintain 

parity in terms of ensuring favourable strategic outcomes. Hence, analysing military 

expenditures has become more important than ever. 

 

The historical trends of military expenditure show that for the longest time, the two countries 

maintained similar levels of spending. However, Chinese military spending started to take a 

more decisive lead post the 1995 period; presumably due to the economic benefits it received 

as consequence of liberalising its economy prior to that of India. From a strategic perspective, 
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the two countries initially relied heavily on foreign sources of equipment procurement and 

man-power heavy armies. However, as technology has started to play a greater role in security 

operations, there has been a growing convergence in the policies adopted by the two countries. 

The two countries have decided to increase spending considering the urgent need to modernise 

in an efficient manner.   

 

From a global perspective, the two countries have recently occupied the positions of the second 

and third highest military spenders behind the United States. Although discrepancies in China’s 

budget make many commentators remark that it is likely to meet American spending levels 

before suggested by the publicly available data- India too has made significant policy decisions 

to maintain and increase spending efforts to gain strategic parity. There has also been a 

considerable effort on part of the two countries to increase naval modernisation and strengthen 

the ability of the two sides to patrol and securitize greater parts of the Indo-Pacific region. As 

International trade becomes vital for the growth of the two Asian giants’ maritime chokepoints 

and ports become very important for the two countries to safeguard. Hence, the avenues for 

conflict have increased and require the two sides to gain greater insight into dealing with the 

threats posed by the other.  

 

The practices for modernisation adopted for the two sides also indicate a growing similarity of 

trends. The two countries have tried to lay greater emphasis on indigenous defence production, 

reduce the number of serving personnel in support of reducing costs incurred on salaries and 

pensions and introduce theatre commands to bolster joint functioning of the armed forces.  This 

clearly shows that the two sides have come to prefer envisaging future conflict as limited and 

highly technical over smaller yet equally important strategic objectives. Furthermore, there has 

to be a sincere effort on part of both the countries to limit the chances of conflict given the 

nuclear shadow and deep economic interdependence between the two countries. In such a 

complex geopolitical environment, the military strategies adopted by the two countries is bound 

to have vital insights about the future of the relationship based on the perceptions the two 

countries have about each other.  

 

There are significant challenges ahead for both the countries in achieving their strategic goals. 

For India, the recent economic crisis caused due to the Covid-19 pandemic has become a 

tiresome reminder of the limits of government allocations given concerns of managing other 

areas of expenditure for 1.8 billion people. In the case of China, it is bad reputation and growing 
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conflict with the United States has made it tough for the country to procure technology transfers 

from Europe and other western countries. Furthermore, government underreporting of data and 

figures, accusations of military espionage and illicit acquisition of technological information 

has made it even harder for companies and countries alike to cooperate with China to promote 

military industrial growth. There are also other significant challenges that China faces. 

Diplomatically, the establishment of the Quadrilateral security dialogue (QUAD) by the United 

States, Japan, Australia and India has led to the fears of an ‘Asian NATO’ in Beijing. However, 

diplomatic problems also exist for India as China gets more comfortable in the South Asian 

strategic atmosphere and builds relations with Nepal, Sri Lanka, Pakistan and Bangladesh.   

 

India and China will continue to experience a complex relationship as the two countries work 

through their modernisation ambitions. The future of the Indo-Pacific rest on what the two 

countries will be able to achieve as two of the most dominant powers in Asia. This research 

study seeks to evaluate the bilateral relationship and the trends in military expenditures from 

theoretical, strategic, geopolitical and politico-economic perspectives. This has been done 

through gathering quantitative insights and implying them to qualitative arguments. 
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