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UMMARY (U) THIS IIR FORWARDS A COPY QfF AN
UNPUBLISHED RESEARCH PAPER TITLED "THE YEAR OF THE
STLKWORMS-- CHINA’S ARMS TRANSACTIONS, 1987.” 17
IS AN IN-DEPTH STUDY QF CHINESE ARMS SALES. THE
PAPER ~COVERS HISTORICAL DEVELOPMENTS, INTERNATIONAL
CUSTOMERS, INTERNAL CHINESE CORPORATE PLAYERS,
gﬁgfggac ARMS TRADED, AND FOREIGN POLICY REMITTZATTOR:

TEXT (Wl | A COPY OF A PAPER
PRESENTED 70 THE WORKSHOP ON PLA AFFAIRS AT THE
((SUN)) YAT SEN CENTER FOR POLICY stuoxss KADHSIUNG.
TAIWAN, 4-6 MARCH, 1988. THE PAPER HAS NOT YET BEEN
P ON BE. 1T REPRESENTS RESEARCH
EARS OF EXTENSIVE
N = THAT THE RESEARCH
WAS BASED MOSTLY ON OPENLY PUBLISHED PRESS REPORTS
FROM BOTH WESTERN AND ARAB SOURCES. THE FOLLOWING
ggpéRsvnopsxs OF THE MAJOR POINTS CONTAINED IN THE

2. (U) INTRODUCTION - CHINA‘S FOREIGN POLICY
DECISIONS REGARDING ARMS TRANSFERS BEGAN HAVING
INTERNATIONAL IMPACT BY THE MID 1980°S,

AR. ARMS TRANSFERS-- AFTER MANY YEARS OF SUPPLYING
ARMS FREE OF CHARGE TO ITS THREE ASIAN BUFFER STATES
(KN, VM, PK), CHINA ENTERED THE INTERNATIONAL

ARMS MARKET IN 1979 AND BY 1986 HAD BECOME THE
NORLDS FIFTH LARGEST ARMS MERCHANT (BEHIND UR, US,

UK IN THAT ORDER). WHAT IS MISLEADING, 15 THAT
THESE FIGURES ARE BASED ON MONEY AND THE TRUE
DIMENSION OF THESE ARMS SALES IS DIFFICULT
EERQAgGE BECAUSE CHINESE MILITARY HARDWARE IS
8. IN THE PERIOD FORM 1980 TO 1985 CHINA'S SALES
T0 THE MIYPLE EAST 83 10!;9YQB0HNDBCENT FF
HIQQ QRTFLQRHS EXPS$ORES.  QXAMPLE
A INCLUDE -7 FIGHTERS 10
1£605, B-6 BOMBERS 70 IRAQ, AND FIELD ARTILLERY T0
IRAN. IN THE PAST, THESE SHIPMENTS HAD BEEN PRIMARILY
¥3A§ﬁ§ﬁ0§”° SOUTHEAST ASIA (E.G., TANK SALES TO
C. NOTWITHSTANDING ITS CONSTANT DENIALS, BEIJING
HAS BECOME ONE OF IRAN'S MAJOR ARMS SUPPLIERS.

IN ADOITION, CHINA WAS SAID 70 HAVE OFFERED IRAN
TECH ASSISTANCE AND EXPERTISE TO LICENSE-PRODUCE
CHINESE SURFACE TO SURFACE MISSILES (FROG AND SCUD
VERSIONS). ALL DEALS ARE MADE WITH THE PASDARAN
(ISLAMIC REVOLUTIONARY GUARD CORPS).

3, (U) SUPPLY ROUTES—— FIVE DIFFERENT METHQODS OF
ACQUIRING CHINESE EQUIP

A DIRECT DELEVERY- SIMPLEST BUT ONLY USED IF THE
CUSTOMER IS NOT AT WAR (KN, EG, PK, TH),

END QF MESSAGE

*kk¢ccce SECTION 2 O3> kxkx
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8. INDIRECT OELIVERY - INTERMEDIARIES (EG, SA, JG!

OR MIDDLE MAN BUSINESSES IN HONG KONG AND SINGAPORE .
SYRIA, LIBYA, AND PARTICULARLY JORDAN HAVE BEEN USED
AS CONDUITS FOR SSM suxpnsnrs 10 IRAN AND IRAG.

NORTH KOREA HAS BECOME A USEFUL AND CONVENIENT
TRANSSEIPRINT AGENT 10 FURTHER DISTANCE CHINA FROM

ITS ULTIMATE CUSTOMERS.

C.  ASSEMBLED LOCALLY - SSMS, SILKWORMS, ARTILLERY,

AND BASIC MUNITIONS. CHINESE TECHNICIANS SERVE IN
MIDDLE EASTERN FACTORIES AS CONSULTANTS,

0. PRODUCED LOCALLY - IRAN CLAIMS TO HAVE PRODUCED

A GREAT DEAL OF ITS OWN MUNITIONS, DEVELOPED I1S
gﬁNFA§TIIgg%E MISSILE AND EVEN TO HMAVE MODIFIED

€. CAPTURED - IRAN CLAIMS TO HAVE CAPTURED MUCH \
OF ITS CHINESE EQUIPMENT FROM IRAG (INCLUDING SILKWORM: .

4. (U) SUPPLIERS--NORINCO, GREAT WALL, CPMIEC

0 £ ALL HIGHLIGHTED quH
THEIR INTERWOVEN ARRANGEMENTS AND COMPETITIV
INFIGHTING. SOURCE DESCRIBES THE NATURE or THE
INTERNAL ARMS COMPETITIVENESS BY PROVIDING AN
EXAMPLE FROM THE ASIANDEX 86 SHOW IN BEIJING- -
A PRC INDUSTRY REP ADMITTED HIS COMPANY HAD T0
PRODUCE EQUIPMENT AT JUST 30 PERCENT OF ITS MARKET
VALUE TO BE INTERNALLY COMPETITIVE, ONLY TO SEE THE
SAFE EQUIPMENT RE-SOLD TO FOREIGN CUSTOMERS AT THE
FULL MARKKET RATE.

5. {U) DOMESTIC IMPLICATIONS--

ARMS TRANSFERS NOW PLAY A VITAL ROLE IN CHINA'S
MILITARY MODERNIZATION EFFORTS. ACCORDED THE LOWEST
PRIORITY AMONG THE FOUR MODERNIZATIONS, DEFENSE

CAN NO_LONGER COUNT ON WHOLESALE GOVERNMENTAL
EXPENDITURES, LET ALONE FOREIGN EXCHANGE. INSTEAD,
THE MILITARY INDUSTRIAL COMPLEX HAS BEEN TOLD 70
EARN ITS OWN KEEP. THE BIG QUESTION IS STILL

WHERE THE MONEY GOES AFTER IT IS EARNED.

HOW MUCH OF THE FOREIGN EXCHANGE EARNED BY DEFéNSE
INDUSTRIES STAYS WITH THE COMPANY MAKING THE SALE?
6. (U) INTERNATIONAL IMPLICATIONS-

A. CHINA'S ARMS DEALS HAVE COMPLICATED THEIR OWN
FOREIGN POLICY OBJECTIVES IN SEVERAL LOCALIZED
SITUATIONS (TANK DEAL WITH THAILAND CITED AS CAUSING
GREATER FRICTION WITH VIETNAM IN KAMPUCHEAN

0)
B. CHINA'S SALES OF SILKWORMS TO IRAN HAVE COHPLICATED
ITS TIES WITH THE US AND OTHER MIDDLE ERSTERN
CUSTOMERS. ALTHOUGH COMPLICATING SOME QF ITS OWN
ARRANGEMENTS, WHAT ITS ARMS DEALS HAVE DONE FOR
CHINA IS THRUST IT INTO THE ROLE OF MAJOR INTERNATIONAL
PLAYER, CHINA IS NOW HAVING IMPACT ON THE INTERNATIONAL
FOREIGN POLICY SCENE, THIS IS A ROLE PREVIOUSLY NOT
POSSIBLE UNDER THE ISOLATIONIST POLICIES OF ((MAQ))
AND HIS RED GUARD ZEALOTS.
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Yitzhek Shichor

UNGLASSIEIEH:

After alkosi a decade of concealsd yet dramatic expansion, Chiom’s
arms transfer program reached its olimax in 1987, not so wuch in
terms of actual deliveries but muoh more in terus of intersational
exposure and impact. Implemanting deoisions remched as early as
Decenber 1878, this program had already gathered momentum by the
mid~1980s, only to be given a further boost since late 1986. By
1887, the results of this newly lsunched arms export drive have
been in evidence. China negotiated new arms deals while honoring
previous commitments, notwithstanding some international protests;
increased its participation in international arms exhibitions; and
unveiled newly designed or upgraded military equipment based, for
the first éime, on Jjoint prajeots with foreign companies and on

international co-operation.

Arns.Trapsfers

After years of providing arms free of charde, mostly to its three
Asian buffer states (North Korea, North Vietnam and Pakistan) the
Chinese tentatively began to sell arms in 1979. MNotivated more by
economic and technological considerations and much less by ideolo-
gical or strategic ones, China’s pragmatic post-Mao leadery used

the eruption of the Iren-Iraq war, in September 1980, to enter the

international arms market.{1] By 1885 China had already become the

reaching the fifth position in 1986. For the period 187

sixth most important military exporter in terms of valuev(?ahle-ly
‘ENNE@. i L )1 -
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value of thess exports is estimated at USE 7 ;zllion. perhaps more
(Table 2). . ; ' .- .

These figures, however, do not r-{lict the actual dizensions
of China’s arms transfer program not only becauss preooise figures -
are hard to Enne-bi, but primarily becsuse Chiness military hard-
ware is s; wuch cheaper. Thus, for certain items China oococupies a
higher position on the soale of ;aJor arms suppliers., In 1?81-35.

for ”egggglgk.‘gb;EQ"‘geg_3§g“gqqr§9"§ypplio€’of suparsonioc ocombat

B

aircraft and armored personnel carriers; thes third supplier of
fisld artillery; and the second supilier of tanks, missile attack
boats, submarines and anti-air artillery .(Table 3). In addition to
that, China supplied huge ‘amounts of a;muniﬁion. spare parts, ex-
plosives and light weapons, as well as overhauling and meintenance
services - all of which are very difficult to evaluate.

_ In the past, most of these weapons had been delivered to East,
South and Southeast Asia. Since the esrly 1980s, however, China’s
arms sxport drive has been_directed primarily, though not only, at
the practically insatiable Middle Eastern markets. : In 1981-1985,
the share of the Middle East in China's arms transfers was nearly
80% ({and that of Iraq alone, 57X). Of China’s seven best clients,
five are Middle Eastern and six are Islamic (see Table 4 and Teble
). This trend has continued in 1886 and 1587, though the Chinese
have tried to diversify their arms ,maficets. . % ';tmum:{z

4.

‘It wes Premier Zhao Ziyang himsalf who signelled- the importance of

China’s futuré erms transactions. Speaking on 7 November 18886 at
the international nilitéry.éxhibition. held for the first time in

BEP
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Beijing, he strassed, slec for the first time, tbhat while dsvalo-
ving weapons and technology through solf-relisuce, ‘4% PRC will

inorease its arms trade with foraign oountries.[2] Indeed, in the
following months a nuzber ‘of negotiations, transactionns and gotual
dsliveries b;va bsan reportad, not all of the same signifioance.
In late 1886, <for exawple, 20 Chinese experts were sent to
Egypt to supervise the oonstruction, based on Chinese desigms, of
three production lines for Soviet-modelled military equipment and
spare parts, mainly for tanks and armored vehicles.[3] In esrly
1987, Brazil confirmed that its Air Force was considering the aoq-~
uisition of Chinese F~7M Airguard fighters {(see Figure 1). Whereas
XINHUA reported later tpat negotiations wvere progressing smoothly,
Brazilian pilots who tested and evaluated the aircraft have been
more cautious.{4} Chile slso revealed an interest in buying sbout
25 Chinese F-7 (J-7) fighters. Negotjetions, which had been under
way for some time, reaching their climax in October 1887, centersd
on a barter arrangement.[5] In May it was reyorted that China bad
sold Libya military equipment valued at US$ 12 million in the past
year. At a Qeokly press briefing China‘s Foreign Affairs Ministry
Spokesmen could not deny the deal, seying: "I am not olear about
this matter.”[6] Throughqut 1987, however, the Chinese did firmly
deny selling arms to Iraq. Yet, reports published in Junes 1887
said that over the éast few months Irag.bed received a'numbor of

Chinese arms shipments, which completed & “large order”. The last

. shipment allegedly included four B-6 (Hong-6) bombers (Figure 2),

as well as 30 “Silkworm air-launched missiles”.[7] These, however,

have been rather small .transactiocns. Of a different magnitude, and

o s




"

-4- '%‘

.

- ———

> wider implications, have besn China‘’s aras transfers o Thailand,

amd eves mare so to Iren. . .

Cbina’s most jublicised, though least profitable, arme deal in
1987 was sgigued with Thailand on 1 Qay.{&] Allsgedly made two
Years sarlisr, the offer was now respeved by Yang Deshi, then China
People’s Liberation Arny-(PLA) Chief of the Gensral Staff, during
his visit to Bangkok in nid—ganﬁarv 19887, The deal govered 30-80
Type-69II main battle tanks (MBTs), manufactured in e’ wodern,
computer-controlled series of savan-}aotori;; near Bactou, in Nei-

Monggol, vhere they undergo lengtbhy and severe tests. Acoording
to Wetgsern officials Thailand would bhy‘30 for immediate delivery,

keeping an option. of 70 more, 100 altogether (Figure 3). Also _

included in the deal was an ungpecified number of 130mm Type-59
Field Guns (18 had already been given as a-gift, Figure 4) as well
artillery shells, and “largs numbers” of 37mm Twin pnti-hircraft
Automatic Guns {(7Type~85, Figure 5)., Reportedly, Thailand was also
interested in Chinese EN-5 portable shoulder-fired low-altitude
heat-seeking anti-airoraft missiles (modslled on the Soviet SaM-7,
Figure 6), as well as in gridgelayers {Figure 7) and 400 Arno;ed
Personnel Carriers (APCs), probably Type YWS31H (Figure 8).

For a change, China’s arms seles to Thailand had little to do
with economics, but much to do witb strategy. These arms supplies
were to be deployed, as in the p;;t, to buttress the Thai defences
along the eastern border with Kampuches, and.to be operated mainly
ageinst Vietnamese troops, not necessarily by:ThaiIandi To gaih
such an advantage, China sgreed to sell its srms to Thailand at
“frisndship prices”. ‘Valued at US$ 77 million (according to other

PR R
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sources, 00), the deal was cut-priced Baht 238 million, less than
US$ 10 million. Moreover, Bangkck vas given a 10-year grace period
before repayment, io fnstalmoutz, was to begin. Soms sources oven
said that no money would be paid at all es the arms would probably
ba bartered against rigce. Allegedly, +ths Chinese almo agreed to
withdraw their support from Communist insurgents operating againat
ths Thai Government.

Bent on cutting down defence expenditures and diversifying its
sources of military supply - in the face of Vietnamese hostility -
the Thai Government could not but welcome the Chinese deal as en
irresistible bargain. And a prompt one too. By September the first
delivery ras already been received. Neither govsroment has had eny
reason to hide the deal, something which cennot be said about the
Sino~Iranian transactions.

Notwithstanding its consistent denials, Beijing has become one
of Iran’s major arms suppliers. Started as ear1§ as 18981, on a re-
latively modest scale, these supplies were given a boost in 1984.
In March (or May), the PRC and Iran signed a US$ 1.8 billion deal
with another US$ 1.5 billion deal signed in early 1986, summed up
at no less than US$ 3.1 billion.[9] The estimated value of Chinese
military hardware delivered to Iren wes in excess of US$ 1 billién
in 1986, with additional US$ 400 million in the first seven months
of 1987 (some 40% of Iran’s annual arms acquisition bill).[10}

The first deal provided for 200 (much less sccording to other
sources) F-6 {J-6) fighters (Figures 9), 200 Type-58 tanks (Figure
10) as well as unspecified numbers of field artillery and shells

{122mm and 130mm, Figures 11, 4), multiple 107mm and 122mm rocket

A
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launachers (Figures 12-13), and gurface-to-air miosilen. Tha second
deal included coze 180 F-7 (J-7) fighters (Figure 14), 180 Type-88
tanks, and the notoricus Silkworm missiles.[11) Known in China am
HY-2 (Hai Ying, or Sea Eagle), this version is a surface-to-ship
mizsile modelled on the Soviet Styx family (Figurs 16).[12] China
was said to have supplied Iran mlso with about 100 C-801 surface-
to-surface and anti-ship missiles;[13] with 38 “fishing™ boats,
used for interfering with the shipping in the Gulf;{14) and with
four munitions end artillery plants, worth US$ 750 million.{[15) In
addition, China wes said to have offered Iran technological assis-
tance and expertise to licence-produce Chinese surface-to-surface
missiles, the 40-miles range version (a modified Soviet Frog), and
the 180-miles range version (a modified Soviet Scud B).[18] The
vick of these weapons bas been contrclled and operated by the Pas~

varan -~ the elite Islamic Revoluticnary Guards Corps.[17)
Supply Routes
Chinese military equipment have usually reached foreign customers
in five diffsrent ways, sometimes combined. Depending on the case,
weapons could have been delivered directly, deliversd indirectly,
assembled locally, produced locally, or captured.

Direct deliveries are the simplest way, as long as the clients
are not at war with each other. Thus, Chinese military supplies to
North Korea, Egypt, Pakistan, and recently to Thailand, have been

shipped directly by freighters. On the other hand, arms sales to

countries at war, particularly Iran and Iraq, have been firmly and

7 %w;‘,ﬁﬁ‘;{
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consistantly denied by the Chinese. None the leoss, a m;ed' doal of
ovidence, mostly from Amex:ean and Arad scurges, -~urrests'!that the
Chinese have delivered arms direoctly to countries involved in war.
Iran provides the best o;:ample. China’s two main destinations of
direct arms shipmeats to Iran have been the prinoipal naval base
of Bandar—~e ’Abbas, in the Straié of Bormuz, and the port of Chah
Bahar, some 80ka from the Pakistn;i border (see Map 1).[18)
Indirect deliveries are more complicated and elusive. cx;inn ag
well as Iran and Iraq bhave reiterated that Chinese arms bhavs been
acquired — if-at all -~ tbroﬁzh third parties. Ma Yuzhen, China’s
Foreign Ministry spokesman firmly denied that China hed sold arms
to Itan or Iraq, but added: ;the ;nternat;onal arms market is very
complicated, Therefore, ve have no way of finding out how other
countries proocure their weepons from this merket.”  However, he
declined to comment on whether China would take action to prevent
Chinese~made weapons from reaching Iran ‘or Iraq) through indirect
channels. [19] Other Foreign Ministry officials fregquently repeated
these explanations.'which to & certain degree represent the truth,
though not th; wholé truth. Small awounts of Chinese weapons could
have indead been procursd from noh-Chinese sources without China’s
knowledge, let slone approval. Yet the evidence suggests that, in
view of the quantities and ;ophistigation of the weapons involvéd.
_Beijing had npot only prefigured the final destinations of its arms
deliveries, but must have negotiated with possiblg “third pa;ties“
either on its own initiative, or on tho;r‘sf. '
Pertinent examples heve been Edypt, Saudi Arabia, and particu-
larly Jordan, all of which provided chennels -~ and perhaps funds -

~ ' % . ‘.:’,-‘.-?Aj"’-&?ﬁ‘
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for Chinese military equijment delivered to their aliy'L Iraq. In

Octobexr 13u0. baraly a moc™h after the outbreak ~f *he fran~!roq

war, press réports said that Aqada was éoinz used to offlcad arns

aﬁpplies to Ireq. Disolaiming thesme raports, Jordanisn authorities -

mn@e it olear, however, they bhad no objection to Iragq importing
arms through Jordan. Indeed, it waszs later reported that Chinese
military hardware hed been shippéd to Irag through Agaba and that

at least 30 F-8 (J-6) fighters (epperently from Egypt)} were being _

" assembled at the King Fayssl Air Base, nsar al-Jafr, in soutbern

Jordan. [20) An additional indicatiou.!or ths Jordanian link is the
incredible swell of Chinese exports to Jordan. Since 1981 Jordan
has become Beijing’s <fourth largest market (following Hong Kong,
Japan and the United States), end sinoe 1984, the fifth (outranked
by Singapore). The massive differente between the dramatically-
increased volume, of exports to Jordan, as reported by Chins, and
the considsrably smaller volume of inportﬁ from China, as reported
by Jordan, indicates that a good deal of China’s exports have been
re-exported to a third oouniry, most likely Iraq.

Similar methods, though different intermediaries, have been
used by the. Chinese for nppplyind arms to Iran. To begin with,
China might have been using foreign flagged ships or, according to
Western diplomatic sources, companies or businessmen in Hong Kéns
and even Singnpore.[Zl) Other possible intetmedih;ies. perhaps for

surface-to-aurface missiles.~ migh% have been Syria and Libya [223

'Furthsr, an 28 Ootober 19087, Pakistan signed m agreement allowing

* Iran to use Kerachi and Port Qasim (about SOkm vest of Karachi) to

b

import up to 2 million tonnes of goods. Additional arrangenents
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were made to oparats a rail service batwsen Teberan acd Quetta, as
well as e spoed up the sastablishoent of the joint Iran-Pakistan
Shipping Company. And, the Turkish Minister of Stats was quoted by

Iran’s official Islamic Republic News Agency as saying his oountry
would not agree to any US-led sanctions against Iran: “Not only
will Turkey not join the embargo, but it will always shere in sol-
ving Iren’s problems. becsuse we are neighbours and bave speoial,
long-lasting relations. " [23] But China's most important channsl
for providing arms to Iran has been North Kor;; (see Map 2}.
Baving launched larze;éeala military transfers to Baghdad, the
Chinese seemed reluctant ‘at first to deal with Irsn, least of all
directly. China’s reluctance, and perhaps advice, turned the Iran-
ians to North Kores. Sincé 1881 they have besen supplied with large
arms deliveries from Pyongyang, including 150 T-62 tanks, 400 ar-
tillgyy pieces, 1000 mortars, 600 anti-aircraft batteries, 12,000
machine guns and rifles, as well as ammunition. The value of this
equipment is estimated at more than US$ 1 billion, with arme worth
0S$ 250 million delivered in the first seven months of 1987. These
deliveries acoount for 25% of Iran’s arms acquisition bill, making

North Korea Iran‘s second largest supplier.([24]

Although an arms manufacturer itself, North Korea could have
hardly spared such quantities of military hardware éut of its own
reserves. [25] More likely, at least*part of these supplies had in-
evitably originated in otber countries, obviou;ly the Soviet Union
and even more so - the PRC. To begin with, Chinafpernitted Iranian ‘
transporters carrying military supplies from North Korea to makes a

stopover on its territory or use»its air space. Furthermore éinq_
| | T
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1982 Peaijing began accelorating ita arms shipwents to North Korea,
possibly to meet its commitments to Iran. Yet, Pycogyeng’s growing
profita made Beiljing rethinx the situstion ond by 498% Chinn bngen
to deal direatly with Teheran. Nevertheless, both US and Arab mia-
. givings forced the Chinese to re-activate the North Koresn inter-
wadiary. Thus, in January 1688 it was reported that US intelligen-
ce officials were monitoring an Iranian freighter thal left North
Korea, carrying a shipment of Chinese-made Silkworm uiszilesz. (26}
To be sure, while firmly denying having received these weapons
from China, Iranien officials did not deny having them. They have
reiterated that Chinese-made Silkworms had been coaptured from Iraq
(probably during the occupation of the Faw Peninsula, on 9 January
1986), end then reproduced and even "modified”.[27) Other Chinese
weapons have reportedly been reproduced or assembled in Iran {(some
at leasg. with Chinese approval if not actusl assistance). These
might include surface-to~surface missiles, artillery and munitions
{see above), and even a "modified version” of China’s F-7 fighter,

“successfully test-flown™.[28]

Suppliers

These deals have been signed by a number of adencies, rather than
by the government dirsctly. The structure and organization of the
Chinese military industries have undergons =a number of modifica-
tions since the late 1970s.[29) By 1987, however, a new system had
already been running for half & deocade, though with some .friction.

Jupervised and co-ordinated by the respective ministries, copmisra~crm
WU ASSIFER

/!
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slons or crmpanies, all military exports (and iaports) are being
handled mainly by eight organizstions.

The bvst koown, NORINCO (China North Industries Corporatiocn),
is a large, ocmprohensive industrial entsrprise coabining military
and civilian production, manufacturing as wall as trsde. Under its
headquarters in Beijing it has seven branches in Guangzhou, Shen-
zhen, Shanghal, Dalian, Xiamen and Zhangjiang, as well as several
offices and subsidiaries abroad. NORINCO has hundreds of f;ctoriec
looatsd all over Chinea and dozens of ronear;h ingtitutes and uni:
versities. Its products fall into four categories: mechanical
products; chemical products; bigh precision machinery and optical-
elsctronic .;r;ducks; .and armament. Armament includes tanks and
armored vehicles; artillery guns; firearms; amunitions; fire
control systems; laser, infra-red end visible light equipment for
military use; military eégineering equipments: and other military
products. {30} _

The other organizétigns dealing with military exports include
CPMIEC (China Precision Mfchinery Import-Export Corporation), for
tactical missiles; CGWIC (China Grsat Wall Industry Corporation),
for strategic missiles, satellites, special vehicles, ete.; CATIC
(China Aviation Technolog§ Import;Export Corporatiop), for various
types of aircraft; CSSC {China State Shipbuilding Corporation) for
naval vesse;s; CEIEC (China Electronio Import-Export Corporation),
for eleotronic devices; afid CNEIC {China Nuolea? Energy Industriaﬁ
Corporation), for nuclear weapons. Finally, one of the prominent
arms transactions organizations is POLY Technologies Inc. Created

in lete 1983, it is the exclusive sgent for marketing surplus FPLA
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equippent abrosd. Teken from existing reserve stocks, most of this
equipment is brand new and inoludss all military models offered by
tha other oorporaticms. {31]

Origicilly more strictly superviged, all these organisations
now proolaim to bs independent. Indeed, by 1987 they reached their
highest degroe of autonomy, irritating not only their supervieing
bureaucracies but Forg}:n Ministry-spokesmen as well. China Xin-
shidai ("New Era") Company provides an example. Set up in 1980, it
was intended.toc plan and co-ordinats’the import and export {though

.not menufacturing) activities of all the other corporations. [32]

Its authority and responsibilities, bowever, have not besn clearly
defined. Thersefore, although it acts on behalf of the HNational
Defense Science, Tecbnology, and Industry Commission - China’s top
military procurcmont organization - its rolations with the "super-
vised” corporatxons have always been sensitive, and have recently
become strained. For one reason, Xinshidai is a political control
and surveillance mechanism, aimed at demarcating the liberties and
restraining Ehe onfhusiasm often displayed by its supervizzd cor-
porations. For enother, Xinshidai is ideally suited for marketing
packags deals offering equipmen£ which is produced and can be sold
separately. It would much like to play a role of a Stateiﬂolding
Company, Western style. "But the corporations do not necessarily
share this goal; being now responsible for ;bo§r own financial re-

sults and for the welfare of millions of employees, they see litte

" need for a bureaucratio control organism above their heads. “{33]

Put differently, they still prefer to werket Eiﬁ;é‘ﬁggducts inde-

pendently and, of oourse, pocket the profits. /{;25
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A tendonoy toward grester indepandence is also evident in thas
oorporations” relations with their supervising ministriep. Here,
NORINCO provides a good example. From Hay 1882 to December 1988 it
was contrclled by the Ministry of Ordnance Industry (befors that,
by 1£a predscessor, named the Fifth Ministry of Machins- Building).
Zou Jimhua, the Minister,[34) and his Deputy Tang Zhongwen, have
simultanscusly been NORINEO': Chairmen and Vice~-Chairman, both

elacted full members of the Chinese Communist Party’s 12th Central
Committee, In December 1888, the Ministry of Ordnance Industry as
well as the Ministry of Machins Building Industry, were abolished.
Zou Jiahua was made Minister in charge of the new Machine Building
Industry Commission wh?oh'now controls not only NORINCO but also
CMIIEC {China Mechanical Industry Import-Export Corporatiom). "It
appears that the new sttuetufe is intended to produce better co- -
ordination of defence and civil industrial activities within the
mechanical industry as a vwhole, as well as a better harmonization
of defence and civil programmes within NORINCO. “[38] Zou was re-
elected to the 13th Centrn} Committes in early November 1887,

For other examples, the Ministry of Shipbuilding Industry has
also been dissolved, thus meking the CSS5C not only a Western-style
state-owned concern but, morsover, a ministry-level struoture. (36]
It is possible that more ministries will disappear following the
re~organization eippcted duriﬁg tﬂéiforthcoming_ﬂational People’s

Congress (NPC), according to the decisionz adopted by the 13th CCP

»Congress. Though different in its obncpption, POLY enjoys similer

or even greater autonomy. Officially, it is a aubtédiary of CITIC
- . '-‘:«'.
{the gient China International Trust aadﬁg?jﬁﬁtmznt Corporation),
Lehsd
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with 4its offices located at the CITIC Building, 1§, Jian Guoc Men
Wal Stre~t, Belling. Unoffiolally, it reports to the PLA Deputy
Chief of the General Staff Departaent.(37] In 1ts four years of
sxistence, POLY gquickly and essily wmanaged to gain an sdvantagecus
position as a military exporter, outmanosuvring the other corpora-
tious. -

Friction among the older corp;rationn has so far been minimal.
Since esach was daliborato{? organisgd to bagg_total authority and _
responsibility within its own field, for wanufacturing as wsll as
marketing, “the ourrent structure is remarkable for the total lack
of overlapping and {nternel competition.”[38] That much, howaver,
cannot be said about the relations bstween these corporations and
the recently established POLY; whose arrcgant self-confidence is
olearly based on its military power base, [39]) )

It is easy to understand why the corporations do not
particularly love Polytech: the latter is competing with
them on the same markets and virtually with the same
producté. Additionally, Polyyeeh -~ which counts on
exigiting stooks which have already been paid for - can
{and often does) underbid the corporations by offering
lower prices and sho:ter delivery times... Although
officially Polytech should be engaged only in selling
surplus equipment, it appears that it is expanding its
'activities. If a pote;tial custower approaches Polytech
with a requirement for a product which is not available
as surplus; he is not always advised to contact the

appropriate corpofution; rather, the PLA would order the

':";iﬁl?«gysﬁg / {
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equipnent from the oé}poratlun (9% a prioe it diotates, -
and prying for it in Chipese money), deolare it “surplus”
and make 1t available to Polytech - whiob will olinmch the
doal at market prices, and cash the hard ourrency. Polytech
uaintains that “this is not the-standard proosdure”, but
admits that "it oould happen in specisl oases”.[40)

At the ASIANDEX international defenme show, held in Beijing in
November 1986, PRC industry reprsmentatives admitted they have hed
to produce equipment at'only'so percent of its market value, only
to ses the same equipment re-sold to foreign customers by POLY, at

the full market rate. Furthsrmore, at a POLY reception held mainly

for Western guests, a Deputy Chief of the General Staff attempted

to disrupt direct co—opeiatian between foreign military firms and
China’s industrial ?orpnrations. Ae actually said_t?at all foreign
conpanies hoping to do business in China in the future should work
through the “open window™ of POLY Technologies. Ths next day, an
influential Chinese industry official refuted the statement.[41)
One result of this competition is that the other corporaticas,
particularly NORINCO, began to diversify their arms producticn,
introducing new or modified equipment for export only. Competition
from POLY in such equipmént is unlikely because it is deliberately
designed to be incompatible with the PLA’s and, therefore, cannct
be ordered for POLY which can marksét only PLA sPrplus and cannot
produce arms. "Needless to sey, this diversification is unot only
areaction to Polytech, but also a very 1;portant tool to boost ex-

exports and explore new marketing possibilities."f42] (Fieuro 18).
. ! N
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Underestizated until recent monthu, China's erms transactions
progran should be treated by naw as auch uf:u ai’niﬂo& not only
domestically, but also internaticnally. Doam‘ltiaauy. erms trans-~
sctions have come to play a vital role in the Chinese military mo-
dernization effort, in tornn.ox money as wall as RAD. Acoorded the
lowest priority among the Four Modernizations, defencs can no more
count on wholesale governmental expenditures, let alone in foriian
exchangs. Instead, +the military-industrial oomplex has besn told
to earn at least part of its own development budgets ~ through the
sale of its prdauots,;hctb military and oivilian, both at home and

‘abroad.

Tiis rolioy of forcing the industry to become more responsible
for its own profits, snd losses, gives us a olue - though not the
complete clarification ~ as to the final destination of arms sales
incoms. Whereas in the past gll income went to the government for
re~distribution socording to }ts own planning and priofitios, now
the government receives only ﬁ;rt. But what part? One view is that
the largest part.of hard our}ency payments cashed by a corporation
goes to the govarnment. ”Héwaver, the corporation is allowed to
deposit a given —~percentage (dependent on the amount of the sals
and on'tho product{s]) imvolved, but i; general somewhere between 5
and 15 per gent) in a special<£ard ourrency reserve account at the
the bank of China, available to the corporation to pursue its own

a M - Aty '@ég:ﬁ
projects. “(43] Xinshidai Company is theiiubddotohchannel funds to
other corporations to finanoce their projects. /)/;7
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Somsbow, this scheme does not sesm plausible. For coe TensSon,
it does not conform to the indusirial rufocm, announce! (- October
1984, acoording to whioh plants have besn allowed to keop their
profits after paying income tax. Since both military and oivilien
manufacturing and marketing are oaréiad out by the same plants snd
corporations, it is unlikely that they could kesp most income from

" oivilisn goods - but not from nilita&y:‘ For another, it dces not

conform to the fieroe oocwpetition among the trade corporations and
betwsen them an@ POLY. A 5 to 15 percent reserve account is not a
sufficient incentive for a corporation to exert itself, 1let alone
that the income could finance a competitor’s project.

A more plausible scheme.would be for. the corporations to keep
most of their earnings, except for 5 to 15 psroent tax or overbead
which is paid to the government. Such 2 scheme would go a long way
in explaining the competition, the autonomy end, morsover, the in~
ability, or rather the unwillingness, toc plug or even cut down the

wutflow of military equipment, despite external criticism and even

. warnings echoed by uneasiness at home. China’s defence moderniza-

ation simply depends on these transactions.

And not merely in terms of money. Arms transfers also provide
Beijing with invaluable experience through the testing of its wea-
pons under battlefield conditions, anﬁessentiai input fcr R&D that
cannot be obtained otherwise.- Moreover, in return for its military
supplies, China managed to rsoceive samples of more advanced models
~ primarily from Egypt. These models include not oﬁly Sovist-made
weapons (like MiG-23 fighters, T-62 tanks, BMP~-1 infantry combat

vehicles and some tactical missiles), but also ﬁas -made ones.
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Acoording to the proym, WNashington protested to President Mubarak
that Americsn military equipment sold to Egypt, was later re-sold
to China (as well as to Jorden and to Turkey).[44) HWhatever the
detalls, there can be little doubt that arms transfers exposed the
Chinese to more advanced military technologies abroad eand offered
unprecedented opportunities for the rstrofitting and the upgrading
of their own weapons.

Indeed, it is precisely for this purpose that the Chinese have
signed a number of joint projacts with Western ocorporstions, since
1986. These projects ara clomely ralated to thé issue of military
transfers: some of them have been mediated through China’s clients
while most of them are geared to export. It is for this reason, ino
fact, that foreign companies have been interested in collaboration
with China. - The combination between China’s low wages and Western
high technology, makes co-operation programs aimed at export much
more promising than projects intended for the PLA itself. [d5]

Projects simed at exports were signed by CATIC with GEC (for
improving the evionics of the F-TM Airguard fighter), with Lucas
Aerospece (for marketing the F-7M) and with Aeritalia (for the de-
velopment of a new A-5M.ground attack fighter).[46] NORINCO signed
joint programs with Vickers Defence Systems (for the dsvelopment
of the NVH-1 [NORINCO-Vickers H-~1] infantry fighting vehicle, see
Figure 17), with the Ordnance Division of FMC (for the development
of the NFV~-1 [NORINCO-Ford V-1] infantry fighting vehicle, see Fi-
gure 18) and with Rex International Development of Hong Kong (for
marketing explosives and explosive devices).[47) Ancther agreement

was signed between CSSC (through im@i@_ﬁﬂr&mpmy) with Racal

/7




Marine Systams. As tbe Ships Neapons Systems Authority, Bacal uill
be responsible Xor the total wespon and elsotronio cutfitting of a
number of vessels and will ;onhino design, procursment, integra-
ticn, 1installation and ocommissioning of systems -~ from sources
world~wide. This agreement, emphamized Racal’s Managing Director,
"will provide thes world’s navies with the ability to purchase

highly reliable and very effective warships at a most competitive
price. "{48)

In some of these Jjoint ;rojeets. China’s own clients have bmsen
instrumental. Though Egypt’s China-made F-6 and F-7 fighters have
not yet undergone a substantial retrofit (for lack of funds), they
have bsen adapted (jointly Wwith Ford Asrospace) to carry an AIM-8A
Sidewinder missile, whics enhanced their capability oonsiderably.
Also, +the F-8s have been equiped with an Americen F-~18 type ejsc-
tion seat, ag? the prototype of the new NFV-1 infantry fighting
vehicle {Jjust mentioned) was displayed, for the first time, at the
military exhibition held in Cairo in November 15B7.[49]

Even more 8o, Pakistan is emerging as China's chief surrogate
for armamant production and export,.aimad primarily at the Islanmic
markets. As one of China’s main arms customers, Pakistan now foels
the need to upgrede its Chinese equipment. China shares this need
end both now realize that any further and sssentiml improvement is
beyond their capabilities. Conseguently, Grumman was commissioned
to study a comprehensive upg}ado of Chipa’s F-7M Airguard fighter.
Although the contrasot was signed with the Chinese Chengdu Alrcraft
Corporation, the study hes been done on behalf of ﬁho Pakistanis;
their first F-7Ms have been sched(&%'éij?ﬁﬁ?ﬂvery in 1987, to be

R 29
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licence-produced startiog 1996 at Ksmrs, in northwestern Pskistan,
wbers the Chiva-made F-8 fighters {of which Pakistan heas more than
170} are being ovarheuled. This tripartite transaction would not
enly give the “hiness access to American tschnology, otherwise in-
accessible, but would also sarn the PRC (a» well as Pakistan) bard
currency through increesed exports.[50] A similar arrangement bas

been attempted for updativng the Chinese-made Type-38 MBT (of which'

Pakistan has some 1,100). In January 1987, it was confirmed that
Pakistan bhad trsngferred five Typa-58s to fivs Western tank manu-~
{acturers for upgrading and modsrnization. The companies have bsen
told to deliver th; updated. tanks for competitive trials in Pakis-
tan by the summer, so that grders could be placed with one of them
for further collaboration snd production. They have also been told
that the approach bad heen made on behalf of NORINCO as well, With

due Chinese assistance, the Pekistanis have alresdy established a

heavy fabuild.}actory at Taxila, for work on the Type-59 MBTs.[51]

International Implications

Forcing its way into the international arms trade market to becowme
the fiftbh most important supplier, China must have trespassed into
territories once monopolized by the superpowers and their allies.
Also, shipping arms almost indiceriu;nately, even to zones of war,

must bave irritated both friends end foes in thes Third World. Yet,

.oddly snough, China’s extensive arms sales program entailed little

reaction from. other governments, and none from the superpowvers -

until 1987. This oversight had not derived from a lack of intelli-
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gence. Though arms deals are usually signed in ssoret, delivorias
are difficult tc vesp conosaled. Both have often been reported by
the gedia - with a vmin‘ degroa of soouracy. If they were dis-
nissad it was mainly because the Chinese and the quality of their
military bardware wers not taken too seriously.

This scorunful attitude began to change through 1887. For one
reagon, China mansged to upgrade a good deal of its military hard-
ware, though not yet up to the wost advanced intsrnational levels.
China's 1987 weapons, and defence system in general, oan no longer
be equated with those of 1979, <the year of the Vietnam “lesxon”.
For anotber reason, and more important, Chinese supplies have de-
monstrated that under particular circumstances, so-called olinclete
weapons of evan small quantities can bs decisive on the battle-
field and threaten more technologically advenced powers. Although
this bas led to some friction in China's foreign ;elations system,
China’s profile in world affairs has been enhanced, in regional as
well as internatiocnal terms.

Arms supplies have undoubtedly cemented China’s relations with
Iran, Pakistan and Thailand but at the same time stimulated misgi-
vings among their neighbors. Vietnam, for example, charged that a
Sino-Thai military alliance had been formed, undermining regional
stebility. Also concerned has been Indonesia, ill at sase that the
deal could lead Thailand to over-reliance on China, draw the PRC
into Scutheast Asian affairs’ and complicate attempts to untie the
Kampuchea imbroglic.[52] Further concern has been caused by China
not so much because of the Thai deal, but much more begause of the

Silkworms deal with Iran, which attracted attention and criticism.
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US intslligence bad slready knows about Iran’s decizico to buy

Chinese Silkvorms since mid-198°. In early 1687, while the US was
urging China to stop selling them, the first shipment arrived. By
March, at least two batteries of three to six mimsiles each had
been deployed along the Strait of Hormuz - one by the major naval
base of Bandar-s ‘Abbas and the otheg_pt Kuhestak, further to the
east. Both ocould easily cork up tbQ narrow band of the strait, one
of the world’s heaviest and most sensitive oil traffic routes. 53]
A third battery was spotted on the Faw peninsula, seized from Iraq-
in January 1588 (see Naps 1, 3 & 4). A second shipment arrived in
May 1987 and by June it was tested off Bandar-s ‘Abbas and scored
a hit. .ot - )

It was also in early June that high US officisals f?rmly warned
Iran no£ to deploy the missilies, least of all activate them. The
US National Security Adviser, Frank Carlucci, put it bluntly: “We
obviously are displeased that the éhinese are selling these kinds
of weapons.”{54] This concern was reflected in an interview with
Admiral Ronald J. Hays, US Commander~in-Chief, Pacific. He said:

I'm very worried about the Silkworm. In the hands of the
Iranians whose actions are unpredictable, it is a tremen-
dous threat. 'i‘he Iranians from all indications, ars intent
upon arraying those Silkworm missiles in a fashion that
will meke anything afloat = ;arget in all of the Strait of
‘Bormuz and spilling dut a little bit into the Persian Gulf
as well as the Gulf of Oman. So the Silkwérm missile is

potentially a very serious escalation in the Iran-Ireq

war. {55]
pRCLASSIFER
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This prophecy was scon €0 be fulfilled.

A single Silkworm missile, fired from the lranian-ccoupied Faw

Peninsula on 22 Ootober 1987, soored a direot hit on Kuwait's 16kn
offuhore Gea Imland 0il termioal. Connected to Kuwait's nmain oil’

refinery and export center at Mina al-Abmadi (40km south of Kuwait
eity), these two deep-water floating berths have been loading one
third of Kuwait’s total crude export, up to 600,000 barrsls a day.
Tbis strike was the third in seven day; and followed three in Sep-
tember. [56] (Ses Map 4).

Stertled by the Silkwarms’ "deadly accursay”, the US tried to
devise defence measures to shoot them down. Obviocusly, the Reagan
administration was under increasing Pressure from congressmen to
penalize China by halting 0S ?ilitary sales. After the first Silk-~
worms hit US ships, the Sgnnts paszed a resolution that called on
the administration to review all transfers to Chins of military-
related technology and warn Beijing that its continued selling of
missiles may “seriously Jeopardize US~China relationsa". Unfortu-
nately, at the same time another group was ready to liberalize a
new technology package to be sold to the PRC. This new offer wasg
now guspended. The State Department announced that “during this
period of rising tensions in the Gu;f. we have deoi&ed not te
proceed for now with the review of certain liyerlizations of high-
technology export controls on the PRC. “[57]

¥hile repeatedly denying supplying arms to Ir;n. China never-
£ba1ess told Michael Armaoogt. US Under Ssorstary of States, that

)

measures have been taken to prevent Chinese~made missiles entering
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the arms market.{56)} Wbataever these measures, Washington’s ocutory
and pepalties have apparenitly not been too powverful, or convimcing
euough. China was not offered a substitute for the ioss of inconme,
orucial for its defence modernization. Even warse, treated GV the
US in & megisterial way, Beijing "lost face” in public, somsthing
Washington should not have done. Small wonder that by early 1888,
arms shipments to Iran have reportedly resumed, adding friction to
US~China relations.

China’s military supplies to Iran also added more friction to
Sino-Arab relations. Egypt, Jordan and Kuwait, Iraq’'s mein Middle
Eastern allies, warned China that the Silkworm affair could “turn
out to be a setback to the traditionally excellent Arab-Chinese
equation”. They said that China’s denials of the deal lacked the
vigor and authority that might have besn expected:

"What really passes comprehension is the apparent equani-
mity with which [Beijing] ignores these reports and the
pocsible Arab dismay over them... What may well be a size-
able deal of s billion dollars more or less cannot be
explained away with a shrug of shoulders, or msre silence
with & touch of innocoence... An explanation as to how this
happened and an assurance it won’t heppen again, are
clearly the minimum called for.."[%9]

Yat. it has happened again. The resumption of China's arms deli-

" .veries to Iran implied that Arab pressure has also failed. Az in

v’

the American case, the "pressure” has not been overvhelming in the
first place. Because of their ecopomic and military relations with

China, there are limits to the distance the Arab €%§ptries can go
)\":'i
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against China. After all, Iraq ham also been supplied with Chinese

« - 28 ~

weapons. [

In sum, despite some mnxiety in the US and the Aradb countries, in,
Yietnam, Indonesia and perhaps India, Deijing's "Great Leap” into
the ifstemational arms markst has paid, literally speaking. Inoonol
cannot, however, be messured only in terms of hard currency. Also,|
and of greater importance, . has been China’s inorsasing ispaot om.
international affairs. Following years of Mac:;iat. self-imposed Sso-_'
lation, and a few years of post-Mao hesitation and reluctance, the
Chinese seem to have made np-thoir mind to begin and play the role

of a self-oonfident great power that can no longer be ignored.
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"Thailand Cts Desl on Chinese Wespons,™ IDR, 8 (1987),

P. 715; Michael Richardsop, "Thailand’s Bargain Buy, b;;
Indonesians VHonder Why,” PDR., August 1987, pp. 5-7; ~Thailand’s
Chinsse Arms,” ,JDH, 19 Saptember 1987, p. 8578.

¢ Thelif Desn, "Iran ~ Meeting Its Arms Requirements,  JDH, 28
November 1987, pp. 1278-1277. Richard Barawood and Don
Oberdorfer, "China Is Iran’s Chief Source of Heepons, U.S.

Officials Sav," International Herald tribuna (IHT). 27 August
1986.

10 PDR, Novewber 1987, p. 38; Middle East Ecopnomic Digest (MEED),
15 August 1987, p. 9; China’s anual military supply to Iran is
estimated at more than US% 1 billion, out of Iran’s estimated

) annual military spendings of US$ 2.1 billion. "China’s Sales
to Iran,” JDWH, 7 November 1887, p. 1043.

11 FEER, 5 November 1887, p. 34; Jemes Bruce, “Iran Steps Up
Cover of Hormuz with Chinese-Supplied Styx," JDN, 20 March
1987, p. 531; AFP,'27 Mey 1987; Jim Bussert, "Iran’s Silkworm
in the Gulf, " ,IJDH, & Juns 1987, p. 1113;
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Manufaotured by the China Precision Machinery Izport and
Export Corporation, the Silkvorm has been sxported oanly sinces
1984. According to a FULY Urvohure, the 7.48m miceile ia
powsred by a liquid rocket motor, oarrying a 380kg werbeud
with an effective range of 20 to 9%km, flight height of 100~
300m and speed of SPan/oao.

“Iran Hap 100 Chinese C-801 Migsiles, " JUN, 7 November 1887,
p. 1024; al-Ittihad (UAE), 18 December 1887.

Kevhan (London), 18 Descember 1887,

Al-Musawwar (Cairo), 3 July 19887,

The Qbservar (London), 29 March 1987; Vehe Petrossian, "Iran
Stocks Up Its Armoury, ™ MEED, 2 May 1987, p. 11; IDR, June
1987, p. 715; Thalif Deemn, op, git., p. 1277.

James Bruce, "IRGC -~ Iran‘s Shock Troops,” JDH, 24 October
1987, p. 960,

For example, al-Qabas (Kuwait), 30 May 1987 said that Iren's
Silkworm missiles had been received directly from China. See
also, REUTER {Washington), 12 Jeanuary 1988; AP (Washington), 13
January 1988; New York Times, 13 Jaouary 1988; “"China’s Sales

to Iran,” JDH. 7 November 1887, p. WSS“’E{.‘
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19 AFP (Hong Kong), 5 August 1987, in FRIG-CHI, K Auguwh 1987,
®. A 2. 1o an NBC interview, Premier Zhao Ziyang did not
concede that Iran bas acquired Chinsde weapons, either direotly
or indireotiy. "Up to now", he said, “I still do not beslieve
that the missiles Iran has are Chinese missiles... acquired
through other channels.™ But he then added: “If a ocountry has
the monesy and is willing.to offer a high prioe, there will be
. no difficulty for this country to 2ind channels in which it oan
acquire weapons.™ Hashington Post, 27 September 1887, -
20 Hillism Lae, "Aqebs Copes- with Increased Traffic,” MEED, 10
October 1980, p. 20. Hashinghton Past, 13 January 1883; al-
*Alam (London), 27 August 1887; Clarence A. Robinson, Jr.,
"Irsq, Irsn AcquiTing Chinese-Built Fighters, " AHST, 11 April
1983, p. 1S8.

21 Al=lazira (Riyad), 15 M;; 1987; AP (Beijing), 17 June 1887;
Bengt Albons, "We Are Not Selling ’Silkworms’” (Interview with
PRC Deputy Foreign Minister Qi Huaiyuan), Dagens Nvheter
('Stoekbolm'), 15 November 1987, p. 1, 4in FRIS-CHI, 18 November
1887, p. 1.

22 Kevhan (London), 3 October 1985, pp. 1, 14, in Joint Fublioa-
tions Research Service, Near East and Africa Beport (Washing-
ton), 19 Dabember 1985, p. 193. This report eonforms with a
sudden jum; in Chinese exports to Syria from US$ 72 million in
1982 to 166 in 1983, 'and to 343 in 1884. Chinese exports to_
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Libya also jumped from US$ 50 million in 1860, to 128 in 1981,
end to 168 in 1982.

23 MEED, 7 Hovembsr 1887, p.r 25, 38. China‘s exports to Turkey
Juzped from USS$ 2 milliom in 1884 to 70 in 1985,

24 Thalif Deen, gp.git.. pp. 1276-1277; MEED, 15 August 1887, p.
9; Jack "Anderson, *NMarth Korea Helps Iran Prespare for
Tarrorist Attacks an Frea World,” Florida Today, 3 February

1886, p. 9A; Bradlcy Bahn “Dileuma for the Mavericks of
Pyongyang, " 2&8, July 1987, P. 19. See alsa, Husain anqani,

"Comrade 40X%: Pyongyang Arms for Iran,” Arahia. Tha Islamig
Horld Review, No. 30 (February 1984), p. 17. ’

-

25 See, Paek Hwen-gi, "The Armament Industry of North Korea,”
Yantpge Point (Secul), Vol. V, No. 3 (Karch 1982}, pp. 1-10,
end No. 4 (April 1982}, pp. 1-11; Joseph Bermudez, "New Nortb
Korean Wespon Systemas,™ JDH, 7 Novo_mber 1987, pp. 1058-106%.

-

26 MEED, 9 January 1988, p. 18; Hew York Times, 13 January 1988.
REUTER, AP, AFP {Washington), 13 January 1988.

27 For example, Alaedin Brouaerdz. Iran’s Ambassador to Beijing,
AFP (Hong Kont). 14 August 1987 and Ali Nohnmed Besharati,
Iran’s First Deputy Foreign Minister, EEUTER (Beijing) 13

Septembar 1987. Needleas to {Eb&e@!{i ofﬁc:als categorically
denied thege allegations.
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28 Iha Indsvondent (Lendon), 7 November 1887; "Iran Teot-Flies
F-7 Fighter," JON. i4 November 1687, p. 1097. See also note
15, 18 above. ]

29 For earlier surveys sse: Harlen Jenck.z. “The Chiness ’Military-
Industrial Complex’ and Defense Modernization, ™ Apian Survey,
Vol. XX, No. 10 {October 1980).‘ Sydney Jammes, “China,” in:
Nicole Ball and Milton Leitenberg (Eds.), Iha.Struqture af
W {London: Croom Hel.n, 1983); Sydney Jammes,

"Military Industry,” in: Segal and Tow, Chinsse Defance Polioy,
PP. 117-132.

-

. 80 From a brochure, NORINCO, Briaf Introduction.

31 Bai Si Yené, “Understanding the Chinese Defence Industry,”
Military Technology, No. 3 (1887), p. 47. Iren reportedly
bought much of it; Chinese military equipmet from POLY. See
Wen Yixiso, "How China Sold Wespons to Iren,” Chend Ming
(Bong Kong), No. 122 (1 Decsmber 1987), p. 17, in FBIS-CHi~
87~229 (30 November 1887), p. B. Poly’s appropriate Chinese
name is Bagli (“protect the interssts”). See also, AWHST. 13
July 1887, p. 112.

32 Xu Mingzhen, “China Xinshidesi Company, " ’ >
No. 12 (1984§, p. 12.
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33 Bei, p. 43.
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34 Zou Jiahun was Deputy Director of the Nsticnal Defense Industry
Office sinos September 1974, and after the National Defense
Soience, Technology, and Iuduu?ry Commission waw created in
August 1882, he became its Vice Chalrman.

35 Bai, p. 42.

38 CSSC has more than 268 shipyards and dockyards, 60 marine
equipment faoctories and SO research and design institutes. It
produces and trades in military and civil ships, offshore

exploration equipment, electronics and other products. .JDH,
12 September 1887. .

37 Bai, p. 47.
38 lbid., p. 42.
39 For example, China’s Ministry of Foreign Affairs did not agree

with POLY's arms deals with Iran, but the company ignored this
objeotion. Wen Yixiao, “How China Sold Weapons to Iran.”

40 Ibid., pp. 47, 49.

41 Bob Furlong, "ASIANDEX Part 1 ~ China Launches Defense Expnrt
Drive,” IDR, No. 1 (1987), p. 25.
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42 Bai, p. 49. One exarple {ia NORINCO’s new towed 180em gun/
howitzer, designated Type WAC 21, which ie not » standard
Chinove calibre and waw wininally intended only f = axyért.
Mors details in Christopher F. Foss, “China Develops 135 mm
Towed Artillery," .IDH, 4 October 1886, P. 707, and IDR,
January 1987, p. °“24.

43 Ibid., pp. 43-44.

44 Al-Ra’i al-'Am (Kuwait), 18 December 1588. For details about ;
China’s acquisition of advanced Soviet models through Egyvpt
see, Shichor, “The Middle East, ” pp. 271-272.

45 Roger -W. Sullivan, “The Sale of Defence Products to China: An
Appraiszal, ” Militarv Technology, July 1986, pp. 81, 83.

46 For details ses, Military Tachnology, November 1988, p. 125;
Mike Howarth, “Combat Aircraft Upgrades for Smaller Air
Foroes, ” IDR, February 1997, p. 164; "The Sino-Italian A-5M, "
IDR, August 1987, p. 1050; Bob Furlong, “"Tbe Dregon Tekes Off,
Slowly. An Assessment of the Chinese Air Force,” IDR, September
1987, pp. 1066-1068; Nick Cook, "Ultimate Upgrades, * gnﬂ, 19 g

December 1987, pp, 1429-1433.

47 For details ses, Hehrtechnik (Bonn), April 1988, p. 57/ Sundav
Morning Pogt (Hong Kong), 19 October 1986;
November 1986, pp. 11, 12; IDR, January 1987, ». 24;
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Christopher F. Foss, “China‘s Light Armoured Vebicles,” JON. 5%

18 April 1987. pp. 720-721; JDH, 31 October 1887, p. 998.

Tony Banks, “Racal Signs SWSA Agresment with Chiom,” JDMN. 12
Septembey 1887, p. 499. Ses algo, "China’s Shipbuilding
Export Potential, ™ JDN, 17 Ootober 1887, p. 879.

Nick Cook, "Egvpt Aiming at Arab Arms Market," JDH, 28
November 1987, p. 1255; "NFV-1 Prototype in Egypt for Mobility
and Firing Trials, ” JDH, 31 Qotober 1687, p. 9953; Middle East
News Agency, 10 July 1887.

“Pakigstan Shows Way to Western Arms Market, ™ Sguth China
Morning Post., 4 fabruery 1987, p. 5; Mark Daly, "Upgrade Study
of F~7M for Pakistan, ™ ,JDiH, 7 February 1887, p. 167.

"Pakistan Shows Way"; Selcuk Emre, “Pakistan and Turkey in
Tank Modernization Deal, ” JDH, 198 December 1987, p. 1412; and
"Opdating Armour World-Wide, " ibid., p. 1434.

See note 8 above.

The US derives 6X of its oil from the Gulf, Japan 61X, Italy
47%, France 32%, Britain 13X and West Germany 8%. PDR, August
1887. In 1885, the Republic of China received 55% of it oil
imports from Kuwait {18%) and Saudi Arabia (37X).
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54 Masbiogton Pogt. 7 June 1987.

83 EOR, august 1987, 3p. 9, @9, 30.
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59

“"Missiles in the Guif, MEED, 24 Qotober 1987, p. 1; Jonathan
Cruscs, “Copiug with Silkworm Diplomacy,* MEED, 31 Ootober
1887, p. 18.

“US Team to Combat Silkworm Menace, South China Morning Pogt.,

28 October 1987, p. 19; “"Technology Cocooned, US Retaliates
against China’s Sale of Silkworm Missiles, " FEER, 5 November
1887, p. 34.

"China Halts Arme to Iran,” JDW, 28 November 1987, p. 1257.

Buwait Times, 18 June 1887. See also, Qotober (Cairo), 31 May
1987; Al-Ra’y al-*Amn {Kuwait), 11 August 1987.
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Inblal :
Yalun of Arms Tranafers. 1081-1986
(by major suppliers, in millions of current dollasxa)
. . .
Supplier ¥alua . Share
] 1. Sovist.Unicn 85,790 . 20.6% -
. 2, United States 49,270 26.2X
3. Franoce T 19,268 10.2%
4. United Kingdom 8, 785 4.7%
- 5. WHest é-mmy 7,810 4.0%
"8, China . 5,470 2.9%
7. Italy 4,926 2.8%
8. Poland 3,908 2.1%
8. Crechoslevakia 3,255 1.7% .
10, Others 29,875 185 9% .
- Total 188,230  100.0% S

-

Source fo? all tables: on 0.8, Arms Control and Disarmament

Agency, mhwmmmwmm

1968 (Washington, April 1987), p. 43, 143, 181.
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{in millions of ourrsnt dollars and in per ocent)

Annual Share in
Year Yalue Growth . Export
1979 130 0.95%
1980 270 107. 7% 1.46%
1881 420 55. 5% 1.96%
1982 1,100 . 161. 9% 5.00%
1983 1,600 - 54.5% 7.20%
1984 1,800 18.7% 7.65%
1985 450 -78.3X% 1.65%
1986x% 1.000+ 122 2% 3 .50%
Total 6870 3.87X%
* Estimated
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{dy number, types and supplisrs)

Iypa » —SupRlier Bumber_ __ Share

Tanks

1.
2.

Soviet Union
China

4,393

3i1.8x

2,180-~ 15.8%

2. JUnited States 1.624 11.8%

Anti-Air 1. Soviet Union 1,865 32.9%
Artillery 2. China _ 1,455 24.3%
3. United Stetes 122 2.0%

Armored 1. Sovie? Union 6,780 38.2%
Personnel 2. United States- . 4,008 21.5%
‘Carrier 3. France 1,510 B8.1X
4, China 1,000 5. 4%

Supersonic 1. Soviet Union 1,820 57.0%
Aircraft 2. United States 39¢ 13.9%
3. France 215 7.6%

- 4. China 200 7.0%
Migsile 1. Soviet Union A 26 26.3%
Attack 2. China = 22 22.2%
Boats 3. France 13 13.%
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{in willions of ocurrent dollars and per ovent)

A. By Redion
Redion Yalue X of PRC X% of Total _ PRC Bank
Middle East  4;325 79.1 5.68 5
Africe . 505 9.2 1.84 * 7
South Asie 420 7.7 4.18 . 5
Bast Asia - - 220 4.0 116 7
Total 5,470 100.0 2.80 6
B._By Country
- X of PRC %X of PRC % of PRC
1. Irag 3,100 71.7 56.7 12.98 3
2. Iran 575 13.3 10.5 8.94 1
3. Egypt 525 12.1 9.6 7:37 3
4. Pakistan 350 83.3 6.4 15.98 2
5. Libya 320 63.4 5.9 3.10 - 5
8. North Korea 210 85.5 amu D 2
2. _Syria 110 2.5 2.0 1.20 3.
Total: 5,180 94.9 L(
i
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(by types, numbers and regiong)

’tﬂh

“om

Types ~Humbers _ “mm‘&-—*ﬂmﬂ____mh__m
28- 2 =80 -0 =80 81-85° 74 18-80_31-8
a Tanke ' 730 2,180 2,910 - 2,000 2% 88 140 410 ] 258 -
| Anti-Alr Artillery 630 1,455 2,085 65 1,310 wx 235 43 158 0 7 -
3 Field Artillery 490 760 1,270 45 845  B3x 268 80 ] - 128, ss
! . Armored Personnel Cerriers 5 1,000 1,005 - 995 ox < s - - 5 -
} . MHa jor Surh'« Yesseln - 2 2 - 2 io00x - - - - - - '
: Other Eurpr.vnle’.ln 24 22 3 - 12 85% 8 ' - 10 10 [ -
! Submarines ~ 4 ‘4 - 4 100% - - - - - -
Missile Attack Boats, - 22 2 - 621 ' . - ,-' 12 - 4
! Superscaic Combat Alrcraft  27s 200 415 %0 5 48% 10 23 13 40 0 4
,' Subsonio Coabat Airoraft 10 - 10 - - - - & B . 5 »
5 Other Aircraft 180 108 285 - - - 10 10 30 80 Mo 13
13 Halicopters 10 - 10 - - . ‘10 - - - - .
‘; = Surface-to-Alr Misailes - 100 00 - =L I 1, S = e B0t 20
e E - -
g Source: Based on Arns “Control and Disarmament Mm-wy, Horld . '§
E (Hashington,  Msrch 1083), pp. 121-123; and _jdem, s
.% 4988 (Washington, April 1987), pp. 152-184. Y 1
' ) i e
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Iha Shars
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(in millicne of US dollars and by region)

Resion T
Third World 1) 59,837 8,470 8.17
Third World [2) 23,149 5,470 23.63
Middle East (3] 11,914 - 4,328 36.30
Middle East [4] 12.?34 4,728 36.53
Afrioa [3] ' 1,908 105 5.80
Africa (4] 2.92§ 508 17.25
Asia [2) 8,870 . 460 7.84
42. 3.';,3 480 1.08

Asia [11

1 Including Hong Kong, Singapore, Macao.
2 Excluding Hong Kong, Singepore, Macao.

3 Excluding Algeria, Morocoo, Tunisia, Sudan.

4 Including Algeria, Morocco, Tunisia, Sudan.‘
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Map 1: The Persian Gulf and the Strait of Hormuz ~ Himsile Bites
and Arms Unloading Ports. s
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) Figurs 1: The F-7M Airguard fighter, export version of the Xian
J~7, based on the Sovist MiG-21.

P

'Figure 2: The B-8D medium bomber (known s Hong-B8) with two C-601
Air-to-Surface Missiles, based the Soviet TU-16.
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Figure 3:.Type 89-II Main Battle Tank and .a Command Tank.
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’ i Figure 4: 130-mm Gun, Type 59-1.
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Figure 5 37-mm Twin Anti-Aircraft Automatic Gun, Type 65.
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Figure 8: HN-5 shoulder~fired low-altitude air defence
missile, based on the Soviet SAM-7.
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Figure 7: Type 84 Armoured Bridgleyver, based on the hull of
Type 69 MBT.

Figure B} Tracked Armoured Personnel Carrier Type YW531. . ?

iNelhSE ™




A3 Ti Neg
R : ’ fa. N hiead

Figure 9: The F~8 (J-6) fightar-intercaptor; based on the
Soviet MiG-19.
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Figure 10:

Type-59 Main Battle Tank, retrofitted with the
gun.
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Figure 11: Type 83 122-mm Howitzer.
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Figure 12: Type 63 107-mm Multiple Rucket Launcher.
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Figure 13: Type 81 122-mm-Multiple Artillery Rocket Launcher,
with 40 launch tubes which can be fired in 20 seconds.
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Figure 147 The F-7 (J-7) air superiority fighter, based on
the Soviet MiG-~21. (Also an Egyptian example}. H
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Figure 15 The HY-2 (Haiying) Surface-to-Surface Tactical
Anti-Ship Missile, known as Silkworm.
57




Figﬁre 16: The new'155/45-nm'Gun/Howitzar; offers a maximum
range of 39-km. Incompatibles with PLA standards.

Figure 18: Prototype of the NORINCO/FMC NFV-1 Infantry Fighting
Vehicle, based on WZ501, a copy of the Soviet BMP-1.
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Figure 17% The NORINCO/Vickers NVH-1 Infantry Fighting Vehicle,
based on the YW531H APC (see Figure 8).
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