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SUMMARY: (U) THIS IIR FORWARDS A COPY or AN 
UNPUBLISHED RESEARCH PAPER TITLED HTHE YEAR or TH£ 
SILKWORMS• - CHINA'S ARMS TRANSACTIONS, 1987. •· IT 
IS AN IN-DEPTH STUOY OF CHINESE ARMS SALES. THE 
PAPER COVERS HISTORICAL DEVELOPMENTS, INTERNATIONAL 
CV5TOME~S !~TERNAL CH!NESE CORPORATE PLAYERS 
SPECIFIC ARMS TRADED. ANO f ORElGN POLICY RA>-'!-!-r:.a 1 :Qt;-:. 
ENCLOSURE. 

TEXT: h (U) "'=--~~~~--=--" A COPY OF A PAPER 
PRESENTED TO THE WORKSHOP ON PLA AFFAIRS Al THE 
((SUN)) YAT SEN CENTER FOR POLICY STUDIES

6 
l(AOHSIUNG. 

TAIWAN, 4-6 MARCH, 1988. THE PAPER HAS NT YET BEEN 
P ON BE. IT REPRESENTS RESEARCH 

EARS OF EXTENSIVE 
t,..;,;,=;,...... .... _ ---r11nr-n----..-.-,,,....,.,.---. :::::::::: THAT THE RESEARCH 

WAS BASED MOSTLY ON NLY PUBL SHED PRESS REPORTS 
FROM BOTH WESTERN ANO ARAB SOURCES. THE FOLLOWING 
IS A SYNOPSIS OF THE MAJOR POINTS CONTAINED IN THf 
PAPER--
2. (U) INTRODUCTION - CHINA'S FOREIGN POLICY 
DECISIONS REGARDING ARMS TRANSFERS BEGAN HAVING 
INTERNATIONAL IMPACT BY THE MID 19801 S. 
A. ARHS TRANSFERS-- AFTER MANY YEARS OF SUPPLYING 
ARMS FREE OF CHARGE TO ITS THREE ASIAN BUFFER STATES 
(KN~ VM, PK), CHINA ENTERED THE INTERNATIONAL 
ARM~ MARKET IN 1979 ANO BY 1986 HAD BECOME THE 
WORLDS FIFTH LARGEST ARMS 11€RCHANT (BEHIND uq~ US, 
FR,1. UI< IN THAT ORDER). WHAT IS MISLEAOING.i. b H-iAT 
lHtSE FIGURES ARE BASED ON MONEY ANO THE TKUE 
DIMENSION OF THESE ARMS SALES IS DIFFICULT 
TO GAUGE BECAUSE CHINESE MILITARY HARDWARE IS 
VERY CHEAP. 
8. IN THE PERIOD FORM 1980 TO 1985 CHINA'S SALES 
TO THE MIYPLE EAST 83 10!:9YQ809N08CENT FF 
HIQQ QRTFLQRMS EXP$0RES. QXAMPLE 
A INCLUDE F-7 FIGHTERS TO 
f~~~~· ~N6

T~,~~fA
1

9H~~~QSH~~~E~f~L~AsR;~~~E~~1A~RILY 
TO EAST AND SOUTHE ST ASIA (E.G., TANK SALES TO 
THAILAND). 
C. NOTWITHSTANDING ITS CONSTANT DENIALS, BEIJING 
HAS BECOME ONE OF IRAN'S MAJOR ARMS SUPPLIERS. 
IN ADDITION. CHINA WAS SAID TO HAVE OFFERED IRAN 
TECH ASSISTANCE ANO 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. CU) SUPPLY ROUTES-- FIVE DIFFERENT METHODS OF 
ACQUIRING CHINESE EQUIP--
A. DIRECT DELEVERY- SIMPLEST BUT ONLY USED IF THE 
CUSTOMER IS NOT AT WAR (KN, EG. PK, TH). 
ENO OF MESSAGE CGitl 16Cii I ±AL 

***<<<<< SECTION 2 >>>>••• 
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SYRIA, LIBYA~ ANO PARTICULARLY JORDAN HAVE BEEN VSED 
AS CONDUITS ~OR SSM SHIPMENTS TO IRAN ANO IRAQ. 
NORTH KOR£A HAS BECOME A USEFUL ANO CONVENIENT 
TR~NSSHlP~[NT AGENT TO FURTHER DISTANCE CHINA FRO~ 
ITS ULTIHATE CUSTOMERS. 
C. ASSEMBLED LOCALLY - SSMS. SILKWORMS, ARTILLERt, 
ANO 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 11S 
OWN ANTI-SHIP MISSILE ANO EVEN TO HAVE MODIFIED 
AN F-7 FIGHTER. 
E. CAPTURED - IRAN CLAIMS TO HAVE CAPTURED MUCH 
OF ITS CHINESE EQUIPMENT FROM IRAQ C INCLUDING SIU<WOR~ ~. 

4. CU) SUPPLIERS--NORINCO~ GREAT WALL, CPMIECt 
POLYTECHNOLOGIES. CITIC ARt ALL HIGHLIGHTED WI H 
THEIR INTERWOVEN ARRANGEMENTS AND COMPETITIVE 
INFIGHTING. SOURCE DESCRIBES THE NATURE OF THE 
INTERNAL ARMS COMPETITIVENESS BY PROVIDING AN 
EXAMPLE FROM THE ASIANDEX 86 SHOW IN BEIJING--
A PRC INDUSTRY REP ADMITTED HIS COMPANY HAO TO 
PRODUCE EQUIPMENT AT JUST 30 PERCENT OF ITS MARl<ET 
VALUE TO BE INTERNALLY COMPETITIVE, ONLY TO SEE THE 
SAME EQUIPMENT RE-SOLD TO fOREIGN CUSTOMERS AT THE 
FULL MARl<ET RATE. 

5. CU) DOMESTIC IHPLICATIONS~-
ARHS 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 TO 
EARN ITS OWN KEEP. THE BIG QUESTION IS STILL 
~GR~ut~Eo~

0~~t ~g~~I~~T~~cAAN~~ ~:~~~8·av
1
o[ttNsE 

INDUSTRIES STAYS 1-IITH THE COMPANY MAl<ING 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 
IMBROGLIO). 
8. CHINA'S SALES OF SILKWORMS TO IRAN HAVE COMPLICATED 
ITS TIES WITH THE US AND OTHER MIDDLE EASTERN 
CUSTOMERS. ALTHOUGH COMPLICATING SOME OF 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 ((HAO)) 
ANO HIS RED GUARD ZEALOTS. 

8800330199 
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Y1 tabak Sbiobor 

UNCUsm.B 
Ah.er ale;:,.=,:, G decade of ooncea.led yet dramatio expanaicm. Chin••• 

arms transfer PrOlram reached its olimax in 1987, not eo wab ln 

terllllJ of aot~l deliveries but muob more in te:na ot 1otematSonel 

exposure aod impact. Impleaentinl decisions reaobed aa early as 

December 1978. this procram bad already lathered moaentu111 bY the 

mid-1980s. only to be riven a further booat since late 1986. By 

1987. the results of this newly ll!NDobecl arms export drive hav~ 

been in ev1denoe. Cbina negotiated new ar111S deals while bonorina 

previous comiiritlll8nt8, notwithstandin,i some international protests; 

inoreued its participation in international arms exhibitions; and 

unveiled newly designed or uParaded military equipment bas'!'d, for 

the first time, on Joint proJeots with :toreign companies and on 

international co-operation. 

Arms Tre,nsfers 

Aft.er years of providing arms free of charge, mostly to its t~rP-P. 

Asian buffer states (North Korea, North Vietnam and Pakistan> th~ 

Chinese tentntively began to sell arms in 1979. MotivAted more by 

economio and tecbnolottioal considerations and muoh less by ideolo

gical or strategic ones, China's pragu:aatio post-Mao leadnr11 used 

the eruption of the Iran-Iraq war, in September 1980, to eritE"!r th"J 

.international arms market. [1] By 1986 China had already bec,~,no the-. . .. 
sixth most imi;,ortant military exporter in terms of value, (.T_"'~!:~ 

reaohfog the fifth position in 1986. For the period 197""~~~ 

.. - . .. :-·.· ... : .. . 
, .. ''• 

• 
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IINCIAl1lFII 
. ___ .. 

Thea• ~iau:rea, bO'WeVer, do aot riatlacrt. tbe actual diaeaaiGDa 

of Cbloa•s U111S transfer pro,tram not OQ}y beoause preoiae fllUN• . 

a.re bud to come bY,. but. prillu-ib' b1Joause Cbineae military bard

wax-e is 90 mucb cheaper. Tbua, 1:01' oel"t-ain item. 0:liDa oooupies a . .. 
hiaber position cm the scale o~ me.Jor arms •uppliera. In 1981-lUS, 

fqr example, China vaa tbe fourth suppli•r of aupersooio 00111bat 
-- • ------- ... -- .. ---·· •• --····--·• ............... --~♦- ...... ~ / -

e.ircraft and armored personnel oe.rriers; the third supplier ~ 

field artillex-y; end the second su~~!ier of tanks, missile attaok 

boats, submarines and anti:a.ir artiller,,.(Table 3). In addition to 

that, Chica suppliecfbuae-amounts of ammunition, spare parts, ex

ploaives and liiht weapons, as well_ as overhauling and maintenance 

services - all of wbicb ar~ very difficult to evaluate. 

In.the pa.st, •ost of these weapons bad bean delivered to East, 

South and Soutbeast Asia. Sinoe tbe early 1980s, however, China's 

arms export drive bas.been.directed._primarily, tbou«b 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 

8~ (and that of Iraq alone, 57X). Of Cbina's seven "best clients, 

five are Middle East.em and six are Islamic (see Table 4 and Table 

5}. This trend has continued in 1~86 and 1987, though the Chinese 

have tried to-diversit~ their arms markets. 

i . .. . . 
• It was Premier Zhao Ziyang bi111Self who signalled·tbe imPortanoe of 

China's future arms transactions. Speakin, OD 7 November 1986 at 

the international military exhibition, held for the first time in 

--..:.. 
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Be1Jinc. be ■tr••••• alao for tb• f~l'st ti .. , ~•'la wbll• develo

pina 'Ntepon& and teobPolOO tbrou,b avlf-nliear•. 4 ':\e PllC •111 . 
inoreue ittl anu, trede witb toraian oountrie■.[2] Indeed, 1n tbe 

followinc •oath■ • number:-~ neaotiat.ione, t.ran■aot1ona and aotuel 

deliveries bave been reported. not allot the same aianifioanoe. 

In late 1988, fo-r exemple. 20 Cbin••• experttt var• ••nt to 

Egypt to supervise the oon■truotioo, based cm Cbin"• de■ilfD•• of • 

three production line~ tor Soviet-modelled •ilitary equipmeat and 

spare parts. mainly for_tanka imd armored vebicle■,[3) In early 

1987, Brazil confirmed that its Air Force wa■ considering tbe aoq

uisitioo of Chinese F-7M Air.ruard ficbters (see Fiaure 1). Whereas 

XINHOA repGrted later ·that nesotiations were pro«ressin& smoothly, 

Brazilil!lD pilots wbo tested and evaluated the aircraft b·ave been 

ll)Ore cautious.[4) Chile also revealed an interest in buying abwt 

25 Chinese F~7 (J-7) fifhters. Neaottations, 'Which bad been under 

way for some time, reaching their climax in October 1987, centered 

on a barter arranaement.[5) ln May it waa re~orted that China bad 

sold Libya m~litary equipment valued at OS$ 12 million in the past 

year. At a weekly press briefing China's Foreign Affairs Ministry 

Spokesman could not deny tbe deal, saying: "lam not olear about 

this matter. ~[6) Tbrougbqut 1987, however, the Chinese did firmly 

deny sellinC arms to Iraq. Yet, reports published.in June 1987 

said that over the past few 1110ntbs Iraq.bad ~eoeived a nwnber of 

Chinese arms· shipments, wbicb completed a "large order". Tbe last 

shipment allegedly included four B-6 {Hong-6) b0111bers (Figure 2), 

as well as 30 MSilkworm air-launched missiles".[7] These, hovever, 

bave been rather small-transactions. Of a different magnitud~. and 

• 



·. 

. ' 

wider 1.QliaailiOIUJ. bave be.m Cb1D•~• anaa truaten to 1bdl11Dd, 

m:n1 eve: IW-l"• so t.o tren. - • 

Cbioa'• mon publiobed. thCNlh leut profitable, UM deal iD 

1987 wu ai,ned witb TbailaDd DD 1 Me)-.(8) All .. ed~ ude two 

)'ear■ earlier. the o~~er wu now r9DOW9d b,y YIIDIE Jlqb1, tbllQ China 

PeDl)le' ■ Liberatioa Ant;y (PLA) Cbiaf of tbe General Stdf, d\1rlna 

bia visit to Baalrkok in •id-Januaey 1987. Tbe deal covered S0-80 ' 

'l'ypo-69II IIIILin battle taqka (MBTa). manufaot.ured ia a · IIClden,, 
_ ... 

computer-controlled aerie~ ot aoven faotorie• near Baotou, in Nef-

Aooording 

to Wetaern officiab Thailand. would bey 30 for immediate deliven-. 

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

included in the deal wu an unspecified number of 130mlD Typa-59 

Field Guns {19 bad already been aiven as •·•itt, Figura 4) as well 

artillery shells, and •1arae numbers• of 37mm Twin !-nti-Aircraft 

Automatic Guns (?Type-65, Fiaure 5). Reportedly, Thailand was also 

interested in Chinese BN-5 Portable ahouldar-fired low-altitude 

beat-seeking anti-aircraft missiles (modelled on the Soviet SAM-7, 

Figure 6}, as well as in bridlelayers (Fi1ure 7) and 400 Armored 

Personnel Carriers (APCs), probably T;ype YW531H (Fiaure 8). 

For a cbange, Cbina•s arms sa~~• to Thailand bad little to do 

with eoonomica, but muob to do witb strategy. These arms supplies 

were to be 4eployed, u io the past, to buttress the Tbai defences 

alo0g the easter~ bord~r witb Kampuchea, and to be oper~ted mainly 

against Vietnamese troops, not necessarily w_.Tbailaod: To gain 

aucb en advantage, China aareed to sell its arms to Thailand at 

"friendship pricesM. 

-._ 
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•ouroee, 00). tbe deal vu out-priced Babt 238 aUUoo. Jo .. than 

USt 10 million. Moreover, Banekak vaa liven a 10-7ear •r•o• ~riod 

before repay11ent., iD 1DatAl:K1u+:a, vaw to ba4rin. Solla eouJ'OfJ• •ven 

said t.bat no llODOY would be paid at all a■ -the a:raa ~ld probably 

be bartered ..rain■t doe. All••edl::i,, tbe Chin••• al■o agreed to 

witbdraw their ■upport troa Communist loaur,ente operatin, acainat 

tbe Thai Governaent. 

Beot on cutting down defence expenditures end diversli'Ylna its 

sources of military supply - in the face of Vietoaaeae bostilitY -

tbe Thai Government could not but welcOJDe the Chinese deal as an 

irreaistible barQain. And a prompt one too. By September the fir-at 

delivery ~as already been received. Neither «overnment bas hod any 

reason to bide tbe deal, aometbinc vhiob cannot be said about the 

S\no-Ir&nian transaction•. 

Notwith~tandiOC its consistent denials, BeijiDlf baa become one 

of Iran's major arms suppliers. Started as early as 1981, oo a re

latively modest scale, these supplieo were given a boost in J9f\4. 

In Maroh (or May), the PRC and Iran silned a US$ 1.6 billion deal 

with another US$ 1.5 billioo deal signed in early 1986, BUfflmed up 

at no less than US$ 3.1 billioo. [9J The estimated value of Chinese 

~ilitanr hardware delivered to Iran was in excess of OS$ 1 billion 

in 1986, with additional USS 400 million in the first sevan months 

of 1987 (some 40% of Iran's annual arms acquisition bill),[10) 

The first deal provided for 200 (much less according t~ other / 

oources) F-6 (J-8) fighters (Figure 9), 200 Type-59 tanks (Figure 

10) as well as·unspeoified numbers of field artillery and shells 

(1221111a and 130111111, Figures 11, 4}, multiple 107mm and 

, 
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launchers (Fiau:-eu 12-13). aod avrfaoe-to-•ir aluailea. Tbe second 

deal includc-c4 ~<'11:9 190 F-7 (J-7) fiaht•r• (Fi..,re 14). 180 Type-OS 

tanks. end tbe 11ot.oriOU1J Silkvora aiHil••• (11] Kaown In 0>ina u 

BY-2 (Hai Ylna. or Sea Eaale). tbia ven10il b a aurtaoe-to-sblp 

missile modelled on the Soviet Stnc tuiily (Fi.rure 15).[12] Olia.a 

was said to have sypplied Iran also witb about 100 C-801 surfaoe

to-aurfaoe aDd anti-ship missilea;[l3] with 38 ftfisbib4f" boats. 

used for interterinK ~1th the sbippinC in the Gult;(14] and with 

four munitions and artiller,y plants, worth US$ 750 million.{1&) In 

addition, China was said to have offered Iran technological ~ssis

taoce and e:<pertise to licence-produce Chinese surfaoe-to-surfaoe 

missiles, the 40-miles range version (a modified Soviet FrOS'} , end 

the 180-miles range version (a modified Sovi~t Scud B).[16) The 

~ick of these ~eapons bas been oontrolled and operated by th~ Pas

uaran - the elite Islamic Revolutionary Guards Corps.(17) 

Supply Routes 

Chinese military equipment bava usually reached toreian customers 

in five different ways. sometimes combined. Depending on the case, 

wi,apons could have been delivered directly, deliver'!!() indit·ectl:y, 

assembled looally, produced locally, or captured. 

Direct deliveries are the simplest way, as long e.s the clients 

are not at war with each other. Thus, Chinese military supplies to 

North Korea, E4tYPt, Pakistan, and recently to Thailand, have been 

shipped directly by freighters. On the other band, ar111s sales to 

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

7 
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C0Ct1bt1mtbr da1ed 'b1' tho Cb:l.Dflo, 

evidence, 11108tll' :from lwaei- .:.cua and Arab sour-oom, --w.r•n•' t.ba'I: 1:b• 

Cbi"DHe bave, delivered UJa diNOtly to aouD1.riu involved in war. 

Iran providee tbe best example. 

direct arms, shipments to Iran have been the prinoi:pal naval b ... 

of Bandar-• 'Abbas, iD tbe Strait of Boraus, and tbe port of Cbab 

Bahar, some 80ka from the Pakistani border<••• Map l).[18) 

Indirect deliveries are more oomplioated and elusive. Cbina u . / 

well as Iran and Iraq bave reiterated tbat Chinese arms bave been 

acquired - if-at all - tbrouab third parties. Ma Yuzhen, Cbina•• 

Foreitn Ministry spokesman firmly denied that China bad sold arms 

to It-an or Iraq, but added: "the international arm& market is very 

compl ioated. Therefore, we have no wa.7 of finding out how other 

countries procure tbeir weapons from this ~•rket.u However, be 

declined to c0JD1Dent on whether China would take action to prevent 

Chinese-made weapoos from reaching Iran ~or Iraq) tbrougb indirect 

channels.[l9J Other Fore~sn Ministry official• frequently repeated 

these explanations, wbicb to a certain dearee represent the truth, 

though not the whole truth. Small amounts of Chioeae weapons oould 

have indeed been procured from non-Chinese sources without China's 

knowledge, let alone approval. Yet the evidence susiesta that. in 

view of the quantities and sopbisti~ation of the weapons involved, 

. BeiJin, bad not only prefi1ured the fine.l deatin•ations of its arms 

deliveries, but must have n~gotiated with possible 0 tbird parties" 

either on its own initiative, or on their's. 

Pertinent !Xamples bave been Egypt, Saudi Arabia,· and part:1cu-

larly Jordan. all of which provided channels - and perhaps funds -

1 -- • I ( _;_ {''. !I ?,.)lf E' 
..... -1.r\...J' 
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tor Chine•• a1i1taa equipaeot deliveied to their all~-~ Iraq. ID 

Ootobe.t linl.). ~al:, A ~"'..h ldter tho ou1:brau: --f .,be f:r.11D-Ir611 

wu-, pru• ritporta aa14 that Aq.aba vu ~ina und to ot1'load. araa 

supplies to Iraq. Disolai•1n• tbeae report■• Jordaoian autboritln 

made i~ olearL however. they bad no objection to Iraq importlllC 

arms tbrOUlfb Jordan. Indeed, it was later reported tbat Cbine■e 

militar,, hardware bed been shipped to Irq tbr<NCb Aqaba end that 

at least 30 F-6 (J-6) fiCbters (apparently trom EaYPt1 were beiDII . ' .,...,. 

assembled at the Kintr Faysal Air Base, near al-Jdr, io aoutbern 

Jordao.[20] An additional iodicatioa for the Jordapian link i• tbe 

inoredible swell of Chinese exports to Jordan. Since 1981 Jordan 

b~ become Beijinf's fourth largest market (followina Bong kong, 

Japaz:i and the United States), end sinoe 1984, the ~ittb (outranked 

b:r Singapore) . Tbe massive difference between the dramatically-

increased volume. o~ exports to Jordan, as reported b:y Cbina, and 

tbe considerably smaller volume of imports from China, as reported 

by Jordan. indicates that a Sood deal of China's exports have been 

re-exPorted to a tbird oountry, most likely Iraq. 

Similar methods, tho~b different intermediaries, have been 

uaed by the.Chinese for suppl.yin• arms to Iran. To be1in with, 

China might have been usina foreisn flagged ships or, aaoordins to 

Hestern diplo~atic sources, aompan\es or businessmen in.Bona Kong 

aad even Singapore.(21) Other possible intermediaries, perhaps for 

surface-to-surface missiles,· misht bave been Syria and Libya. (223 .. 
- • • • • • • ,,,;. ' ., • : ~ .4 

• Further, on 28 October 1987, Pakistan si1ned an eBreement allowing • 
..... -

Iran t!J use Karachi end Port Qasim { about 50km west of Karachi_) to 

import 
/ : •. 

up to 2 million tonnes of goods. 
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were ud• to operate • rail nrrlo• between Teb1t11m aad Quatta, .. 

"'•11 a.~ speed up th4'1 "'8tabl1abaaen1l ot tb• Joln~ lrua-Pulatao 

Sbippia., Cmlpan)'. Alad. tbe Turkiab K1n1ster ~ Sta1:e wu quoted w . . 
Iran's ottioial Ialamio RepubUo H~ Afe&:l~ u •8Y'ioa bis OOUDtry 

would not ..rree to lmT tJS-led aADotiona aca1nat Irao: •Not ODlY 

will Turkey not Join tbe ,zabuao, but it will alva.)'11 llbare iD aol

vina Iran's problema. beoa~• we iu-e neiahbO\lr-tr and have apeoial. 

loog-lastinc .nlationa .. "(23] But Cbina' ■ ao■t. impo:rtaDt obaimel 
~' 

for providina &rJIIS to Iran bu been North Korea ( ■ee Map 2). 

Savina launobed larae-eoale ail1taey transten to Bacbdad., t.b• 

Chinese seemed reluotant ·at first to deal vitb Iran, least of all 

directly. Cbina's"reluct~o•. and perhaps advioe, turned tbe Iram

ians to North.Korea. Since 1981 they have been supplied with large 

arms deliveries from Pyongyang, inoludina 150 T-62 tanks, 400 ar

tillery pieces, 1000 mortars, 600 anti-airor~t batteries, 12,000 

maobine iuns and ri:tl••• a■ well as ammuoitioo.' Tbe value o~ tbis 

equipment is estimated at more than USS 1 billion, witb anu worth 

OS$ 250 million delivered in tbe first &even mootb■ of li87. Tbese 

deliveries aooount for 25~ of Iran•~-~rma acquisition bill, makiDI 

North Korea Iran's seoond lar1est supplier.[24] 

Althou1h,an arms manutaoturer itself, North Korea could bave 

hardly spared such quantities of militaey hardware out cf its own 

reserves.(25] More likely, at least pllrt of these supplies had in

evitably ori1ina~ed in other countriea, obviously tbe Soviet Onion 

and even more so - the PRC·. To beiin with, China ;ermitted Iranian 

transporters carrying military supplie■ from North Korea to make a 

stopcver on its territory or use its air spaoe, 

• 
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1882 8eiJinC be•• eocelere.tias lta at"U abiPMAta t.o Nortl.-ltorea. 

posalbl~ to meet lta oOIIIID1~t.e to Irea. Yet • .,.ODCYent1•• 1rovina 

proflta aade BeiJlaa retbinK 'the dt.uot.ioa ood by 1 9f!'II Ct-ln,;t t-ncen 

to deal direotl,y vitllo Teberan. Nevertheleaa, botb OS and Arab •111-

. Sivin;s forced the Chinese to re-activate the North ltore&n int.f.'r

•.,>9diary. Tbus, in January 1988 1t was reported that OS iotellt,ien

ce officials were JDODit.orinc an Iranian trei1hter tbaL left North 

Korea, oarryine a shipment of Chlne■e-mada Silkworm missilAa.[28) 

To be sure, while firmly denyinC bavinC received these weapons 

from China, Iraa1an officials did not deny baviog them. Th~Y have 

reiterated that Chinese-niade Silkworllllil had been captured from Iraq 

(probably d~ring the occupation of the Faw Peninsula, on 9 Januar1 

19_86), and then reproduced and even "modified". (27} Other Chinese 

weapons have reportedly been reproduced. or assembled in Iran (some 

at least, with Chinese approval it not actual assistance). These 

might include surfaoe-to-surface missiles, artillery And munitions 

(see above), and even a "111oditied version" of China's F-7 fighter, 

"successfully test-flown". [28] 

~l?R.lill5 

These deals have been signed by a number of agencies, rather than 

by the government directly. The structure and organization of the 

Chinese military industries have undergone a number of modifica

tions since the late 1970s. [29) By 1987, however, a new system had 

nlready been running for half a decade, though with some.friction. 

;:1.1pervised and co-ordincted by the respective ministries, 

II 

. . . . : . . ... ,. 
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s!aaa or c~ani••• all miU.tu,, exports (and 1.rporta) are 'beiDII 

b.ancUod ninl7 ~ eilbt. or•ani•ati00a. 

Tbe b.at. lmowo. NORINCO (China Nortb Iaduawi•• CoJ'pOl'atS.oo). 

is a lar1e, comprehensive ioductdal entorprbe ooabiniDC •iiituy 

and civilian production. JDaDu:facturinar aa vell aa trade. Under lt.a 

headquarters in Beijinl ii; bu sevec braoabe■ 1D Guan&abou, Sbeo

!thelll. SbaoQba1. Dalian, Xiamen and Zbao&Ji&DC, q well u eeveral 

offices and subsidiaries abroad. NORINCO baa hundreds of faatoriea 

looated all "'over Cbina .az:id dozen• of reaearob in■titutn and uni-

versities. It• products fall into four cateaoriea: meobenic-1 

products; chemical products; biah precision machiner,r and optical-- ' • 
-electronic produc'ts; ·and armament. ArlllAlllent includes tanks and 

armored vehicles; artiller~ «uns; firearins; asauaitions; fire 

control systeJDS; laser, infra-red and viaible litht eqYiprnnt for 

military use; militar¥ engineering equipments: and otber militaey 

produots.[30) 

The other organizati':'ls dealin• vitb military e:xports include 

CPMIEC (China Preoision Machinery Import-Export Corporation), for 

tactioal mis~iles; CGWIC (China Great Wall Industry Corporation), 

for strategic missiles, satellitea, special vehicles, etc.; CATlC 

(China Aviation Technology Import-E~-port Corporation), for various 

types· of aircraft; CSSC (China State SbipbuildinS Corporation) for . . 
naval vessels; CEIEC (China Electronic Import-Export Corporation), . 
for electronic devices; add CNEIC (China Nuolear Energy Industrial 

Corporation), for nuclear weapons. Finally, one of the prominent 

arms transactions organi~aticms is POLY Technologies Inc. Created 

in late 1963, it is tbe exclusive a«ent for marketing surplus PL.A 

I 1,,,/ UNCUSSlftED 

.................... 

• 
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efluipJDQt abroad. TakOD fraa IIX191.1DC reaen. at.oob, IIOllt of tble 

oquiPIMQt is brand o•w and iaoludea all mil1t&r7 IIOd•l• ottered ta,-
• the otber oorporatiODll.[31] 

Or1-1J:...All.Y more •tr1ctly ■tAPervi■ed, all tb-■e orfaniaaticma 

now proolaim to be ladepeadnt. IDdeed, ~ 1987 tb8)' reached their 

bi•hest decree o~ autonomy, irritatina Dot only their superviaioc 

bureauoraoiea but F0rei1rn Minilrtr,,-spokeeaaen u well; Cbina Xin

sbidai (-ff- EraM) C~ provide• an axample. S4rt. up in 1980. it 

was intendsd.to plan and 00-ordinate ·· tbe import and export (tbougb 

not. manufacturinc) activities of all tbe other corporationa.[32] 

Its authority and responsibilities. bovever, have not been olearly 

defined. Therefore. altboUQb it acts on bebalf ot the National 

Defense Science. Tecbnoloay, and Industry Co-isaion - China•• top 

military proour•~•nt organization - it~ relations vitb tbe "super

vised .. corporations bave alwicy-s been sensitive, and have reoently 

become strained. For one reason, Xinsbidai is a political control 

and survaillanoa mecbanism. aimed at demarcating tbe liberties and -
restraining the enthusiasm often d~splayed by its supervis:;.d cor-

porations. For ~other, XiDsbidai is ideally suited for marketing 

package deals offering equipment vhich is produced llOd can be sold 

separately. It would mucb like to play a role of a State Bolding 

Company, Western style. "But the corporations do not necessarily 

share this goal; being now responsible for tbeir ovn financial re~ 

cults and for tbe welfare of millions of employees, they see litte 

need tor a buraaucratio control or•anism above t~eir beads."(33]" 

Put differently, they still prefer to markat,.~£.lfftl'ocluots inde-
. F,..,µ-.iioi: • 

pendently and, of course, pocket tbe profits. 

-
... ~ ......................... . _ ..... .. 

. .. , . 

' 



. •. 

- 13 -

A tendaaQl" toward lll'ftt.e.r iod•~eooe :la •l•o .vid•• 1D f;b• 

oorporatlOl'I.., Ntatico• with their aupn-vl•lDC atniawl.,.. Bere. 

N01UNC0 pl'OYidea • lood •~le. Froa Hay 1982 t.o J>eoeaber 1988 tt. 

wu OODtrc:l_ed b7 tbe K1D1■try o~ OrdDuoe Induatry (be~ore tbat. 

by it• predeoesaor. nllUNd tbe i'iftb Miniat.ey o~ KaobSne· Buildina). 

Zou Jiabua. the Miniater,[34) end bis J>epuw Tama Zbon,,,en. have 

simultaneOW1l1' been NORINCO'a Chairmen ar:u:l Vioe-cbairmaa, botb • 

elected :full members o~ the Chinese C0111111UDiat Parcy-'• 12th Central 

Committee. In December 1988, the Ministry of.Ordnanoe lnduatry a.Ii 

well as tbe-Miniatry of Machine Buildin, Ioduat7:7, were Aboliabed. 

Zou Jiabua was ~ade Miniater in obarare of tbe new Machine Buildin• 

Industry Co111111ission wh~oh · now controls not cmly NORINCO but also 

CMIIEC (China Mechanical Industry Import-Export CorPoration}. "It 

appearo that the new $truature is intended to produce better co

ordination of defence and civil industrial activities within the 

mechanical indu~tcy ~ a whole, as well as a better harmonization 

of defeaoe eDd civil proQrammes witbin NORINC0 .• (3S] Zou was re-

elected to tbe 13th Central Committee in early Nove•ber 1987. 

For other examples, the Ministcy of Shipbuilding ladustry bas 

also been dissolved, thus me.kinl the CSSC not only a Western-style 

state-owned oonoern but, moreover, a ministry-level struoture.(36] 

It is possible that more ministries will disappear tollowin• the 

re-organi:ation e;q,ected during the forth00111inl National People's . . 

Congress (NPC), aoo'ordina to tbe deoisicn!:I adopted by tbe 13th CCP 

Congress. Tbougb different in its oonceptioo, POLY enJoys similar 

or even sreater autonom:y-. Officially, it is a subsidiary of CITIC 
. .. -t'( 

{the 11ient. China International Trust aad-.,~~~i111l.ct 
l_1h~\> 

. . ' . .:- ~ . .... ... . . 
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wU.b lu offio.a loo•tad at tb• CITIC. hild1ZC. 19,. Jlaa Guo Mn 

lfo.1 Stro-t. Be1J1q. DDottioiall7, 1t l'epoJ:"'ta to the Pt.A J>aprt:, 

Cbiet of tbe Gaoer.i ~f l>epartMQt. [37) 

existmioe. POLY qu1ckl7 IIQcl euU)" maDea-4 to aaio an advut.aeow. 

positioo as a m1l1tan exporter. outaaooe~i-OC: tbe otber corpora

tioas. 

Friction lt,lllODI the older corporatioaa has ao ~u been minimal. 

Since each was deliberately orsaaiaecl to bav.'- total authority end 

responsibility vitbin its own field, for maDu~aoturiDC aa well as 

marketinl, "tbe ourrent structure is remarkable tor tbe total lack 

o! overlapping and internal competition.~[38] That IIIUOh, however, 

cannot be said about tbe reiations between these corporations and 

the recently established POLY, whose arrogant aelt-oonfidence is 

olearly based on its militaey power base.[39) 

It is ~asy to understand why the corporations do not 

particularly love Pol)ltecb: the latte~ is oompetinc with 

them on tbe same markets and virtually with tbe same 

products. Additionally, Polytecb - which counts on 

exisiting stocks which have already been paid for - can 

{and of~en does) underbid tbe corporations by offerin« 

lower prices and shorter delivery times ... Alt~ough 

officially Poly-tech should b~ engaged only in selling 

surplus equipment, it appears that it is exp8J:ldinr its 

activities. If a pote~tial oustoaaer approa~es Pol,:yteoh 

with a re;uirement for a product which is not available 

as surplus, be is not always advised to contact the 

appropriate corporation; rather, the PLA would order thy 

{;TlJSS\~f:1). I .::, 

• 
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equipment froaa t.b9 oorporat.iaD (at a pl'lo• it di~. 

an.S Pl'l'!-01 tor it 1D Cbt.oeee IIOD87), deolu• lt -w71ue• 

and aake lt available to Po~•ab - wblab vUl ollnob tbe 

doal at. aarket prioH, flDd oub tbe banl ourl'aoy .• Pol)rteob 

aaintain• that •tb1■ i■ not th•·•tandard prooedure•. but 

admitll tbat •1t could bappen iJ:l apeoial ouea•.[40] 

At tbe ASIANDEX international defen■e show, held 1D Be1JiDC 1D 

November 1986, PRC industry npre■entativea admitted tbey have bllll 

to produce equlP1119nt at only· 30 peroeat C¥f 1 ta- marktn. value, onl3r -

to s" tbe same eq,.dpment re-sold to foreiao customer■ b:y POLY. at 

the full market rate. Furthermore, at a POLY reoeption held aaioly 

for Hastern auests, a Deputy Chief of the General Staff attempted . 
to disrupt direct. co-operation between foreisn milital")' firms and 

China's industrial oorporations. He aotually said. tbat all forellb 

companies hoping to do buaineac in China in the future should work 

throuch the "open windo,,,~· of POLY Teobnoloaiea. 

influential Chinese industry official refuted tba statement.[41] 

One result of tbis competition is that the otber oorpora~ios, 

pa:-ticularly NORINCO, beian to diversify their arms production. 

introducing new or modified equipment for export ooly. Competitioo 

from POLY in such equipment is unlikely because it is deliberately 

designed to be icoompatible with tbe PLA's and, tberetore, cannot 

be o~ered for POLY which can market only PLA surplus end cannot 

produoe arms . •"Needless to say, this diversification is.n!,lt only 

areaction to Polytech, but also a very important tool to boost ex-

exports and explore new marketing possibilities. -(42) {Fi!Nre 16). 

UNCUSSiHED 
/'1 
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Dov•tiSQ XuUaateSrma 

Oadereatiaatecl un'l.11 noent. 1D0r1t.bsl. O».n••• araa t:.ran•aot1cms 

proar-aa abaul~ be ~reat.ecl b)' oaw •• muob aiu·• eilfDifioct not only 

doaest:loally, bl.It alao interne.tiODal})?. J>oaaeatioally. araa ~ena

aotion■ have oome to play a ~ital role in tbe CbiaHe ailit.17 ao

derni:Gaticn tdfort, in teras o:f morut7 u well u MD. Aooordecl the 

lowest priority amonK tbe Four Modernisation■, deteaoe Ollll DO aor• 

count oo wholesale ,rovernmental expenditure•, iet alone 1D :forei.ra> 

excbanee. Instead, the iailitaey-indu•trial ooaplu bu been t.old 

to earn at least part of its 0'llD development bud,ret■ - throua}, tbe 

sale ot its produots, •botb military and civilian, botb at home and 

abroad. 

This poliey of forcioa- the industry to beoome more responsible 

for its own profits, and losces, gives us a olue - tbouab not the 

complete clarification - u to tho final destination of aru salea 

income. Whereas in tbe past all income went to tbe 1overnment tor 

re-distribution aooordinl to its own planning and priorities, ~ow 

the government reoeiveG only part. But wbat part? One view is that 

the largest part of hard ourrency pay111enta casbed by a corporatioo 

goes to the government. "However, the oorporation is allowed to 

deposit a given -percentage {dependent 00 the l!lJDOunt of the sale 

and on the product(sJ involved, but in general ao~ewbere betwe1m 5 

acd 15 per qent) in a special-bard ourreney reserve account at the 

th_e bank of Chine, aveilable to the corporation to" pursue its own 
' ,. ' I ~,Lr,:~ 

projects. u(43] Xinshidai Company is theniu~W..."'lto~cbannel funds to 

other corporations to tinacoe .tku:ll proJeota. I} 

• 
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S0taebo111. this •obeae doe■ Dot••- plau■ ible. foi- en• r•uce. 

1t do•• not. oODfo:ra to tbe ~ml'-'et:1al Nloi-a, annoY.nc .. ! !"\ O<-tol.Mtr 

1984, aooordiDC to wb_iob plan1.a bave been allowed to keep their 

profits after pa)'i,aa iooome ~- Si'Doe both 111litu7 8Dd oiviliao 

aaoufacturiaa aad 11arketin1 Ar• carried out by th• .... plaot.s end 

corporations, it is unlikely tbat tbe7 could keep moat ina011e troa 

civilian ;cods - but not from ailitary. 

conform to the fieroe oompetition a:mooa the trade corporation• and 

betweec them and POLY. A 5 to 15 percent reserve aooouct ia not a 

su~fioient inoeotive for a corporation to exert. itself, let alone 

that the income could finance a competitor•• proJeot. 

A more plausible.scbeme.vould be tor. the corporations to keep 

most of their earnin1s. except for 5 to 1~ peroent tax or overhead 

which is paid to the government. Suob a scheme would ,ro a long· way 

in explaining the 00111petiti0ll, tbe autonomy and, moreover, the in

ability, or rather tbe unwillingness, to plua or even cut down the 

~utflow of mili~ry equipment, despite external criticism and even 

. warnins~ echoed by uneasiness at home. China•~ defence modernisa

ation simply depends on these transactions. 

And not merely in terms ~f money. Ar= trensfers also provide 

Beijing with invaluable experience through tbe testin; of its wea

pons under battlefield conditioos, an essential input tor R&D tbat 

cannot be obtained otherwise,• Moreover, in return ~or its military 

supplies, China managed to ret>eive samples of 1110re advanced models 

- primarily from-Egypt. These models · include not only Soviet-made 

weapons {like MiG-23 fighters, T-62 tanks, BMP-1 infantry combat 

vehicles and some tactical missiles}, 

• 
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~ 
AOQordiDS to the PNIID. Wubioct,ao protnt-1 to Pr-Nldeot ... bar-ale 

tho.t .\meria~ ~l Utan, eq\11pment sold to Eant. v .. later ro-aold 

t.o Cblaa (aa well u to .Jordao and to Turk117),[44) 

detaila, tber. oaa be little dwbt that ar.. tranefen exposlld the 

Chinese to more advanoed •ilit.aey tecbooloaies abroad end offered 

uopreoedeoted opportunities tor the ret.rofittina and tba upcradlDC 

of their own weapoaa. 

Indeed, it is preaisel)' for this purpose that the Olilleae bava 

sil(lled a number of Joillt proJeata witb Western corporations. slnoe 

1986. These projects are cloael)' related to the issue of military 

t~ansfers : some of tbam have been mediated through -chioa•s clients 

while most of them are aeared to export. It is for this reeson, in 

fact, that f~reign companies have been interested in collaboration 

witb China.· the combination between China's low w6'(- and Nectern 

bigh technology, makes co-operation programs aimed at e,cport muob 

more promising than projects intended for the PLA itself. [451 

Projects aimed at exports were signed by CATIC with GEC {for 

iS11Provi0g the avionics of the F-7N Air,ruard fighter), with Lucas 

Aerospace (for marketing the F-7M) and with Aeritalia (tor the de

velepmen·t of a new A-SM.ground attack !ighter).[46] NORINCO signed 

joint pro.rams witb Vickers Defence Systems (for the development 

of the NVH-1 [NORINCO-Viokers H-ll infantry tlghting vehicle, see 

Figure 17)~ with the Ordnance Division of FMC (for the development 

of tbe NFV-1 "[NORINCO-Ford V-1] infantry fighting vehicle, see Fi

gure 18) and with Rex International Development of Hong Kong (for 

marketing expl08ives and exploaive device~). (47] Another aareement 

was signed between CSSC (tbroush i\ftltt\~irfompany) with Racal 

If 

• 
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Mariae S;ystua. As tti• &bi»• N•aJtOQ• ~~ Avtborit.Y, Baoal wUl 

be rupoaaible tor 1:.l'lo totel w•apoo ud. eleotnmlo O\ltf1t.t~DC of • 

nwaber of vosaels aod will 00lllb1De d"ilD, ~t. inteara

tioa, lDStallatian and COIIIIDiHiODiDI ot lt)'Steu - froa •wroe• 

vor1d-w1de. Tbis aareemeDt, eJIIPba•i•ed .Raoal'• H&D&aia.t Director. 

"will provide tbe world's na_:,iea with the ability to purobue 

bi1bl7 reliabl~ and very effeotive warship• at a most competitive 

prioe."[48) 

In sOJDe of tbese joint projects. China•• own olieats have besn 

instrumental. -Tbouab lint's Cbina-111ade F-6 and F-7 fiabtera have 

not )'et underaone a substantial retrofit (for lack of fund11), they 

have been adapted (jointly ~itb Ford Aerospace) to carry an AIM-9A 

Sidewinder missile, which enhanced their capability oonalderably. 

Also, tbe F-Ss hav& been equiped wi~b an Alllerican F-18 type ejec

tion seat, and the prctoeype of the new NFV-1 infantry fiShtin« 

vehicle (just mentioned) ~as displayed, for tbe first time, at the 

militar., exhibition beld. in Cairo in November 1987.[49] 

Even more so, Pakistan is emerti~IJ. as China's obief surro.iate 

for armMiant product.ion and export, aimed primarily at the Islamic 

111ar:kets. A!. one of China's main arms customers, Pakistan now feels 

the need to up.ire.de its Chinese equipment. China shares this need 

e.nd both now realize that any further and essential improvement is 

beyond their capabilities. Consequently, Gru11111an was c01D1Dissioned 

to study a comprehensive uparade of China's F-~M Airauard fighter. 

Although the contract was signed with the Chinese Chengdu Aircraft 

Corporation, t~e study bas been done on behalf of the Pakistanis; 

their first. F-7Ms have been sohedn."l~~,-J,' ~tlii'"uveey in 1987, to be m.,, .. 

. ....,,... 
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liom:aoe-produoed n.u-t.ioa 1989 at atur-., 1A s.01'1:bvntleftl PaJd.-tea, 

vbei-e th• Chiaa-lU!lde r-e filbtere (cd wbiob Pa.Just.ala bu aore t:bu. 

110) are 1Ht1.ni ovel'be.l.&led. 'rbi• w1part1t• tnoaaobiOD would llot 

ODl:Y 1tve the -::binua aoo••• to Allerioan tecbnolotY, otbel'Wiee 1o

aoons1ble, b!!t WOl.lld e.lllo eana tbe PRC (u well - Pekiatan) bard 

cuneDo;y tbroucb inoreaaed •x»Orts,[50) A silllilar anm,aremeot bu 

been attempted for updatin• tbe CbiceH-made T),pe-H HBT ( ot lfh1cb • 

Pakistaxa bu •=• 1.100). ID .Janu&r7 1987'1 it vu CODfil'llled that 

Pakisten bad transferred five Typa-5;• to five Weetern tank manu

facturers for upa-radiDC and iaodernimation. The OOIIIP80i•• bave been 

told to deliver tha updated.tank.a for c0111Petitive trials in Pakis

tan by tbe summer, so tbat q_rdera could be placed witb one of tbeai 

tor further collaboration and production. They have also been told 

that the approach had been aade on bebalf of NORINCO as well. Mitb 

due Chineoe assistance, tha Puistanis have already established a 

beavy rebuild factory at Te..~ila, for work on tbe Tn,e-59 MBTs.[Sl], 

Internrtional Impligatiop1 

Forc:iolf its way into the internatior,al arms trade market to become 

the fi~tb mos~ important supplier, China wst have trespassed into 

territories once mon~poliaed by the superpowers and their allies. 

Also, sbippina arms almost indiocriminately, eveq to zones of war. 

must have irritated both friends ml~ foes in the Third World, Yet, 

.oddly enouab, China's extensive arms sales proarui entailed little 

reaction from.other governments, and none from the superpm,,ers -

until 1987. This oversight had not derived from a lack of intelli-

• 
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aoae. ThOUCb anas deals are usually ■1Cnod ln aeoret., delivorles 

41-e dl:f"tic:ult -t.~ hep coa~•led. Both beve often been reportod by 

It they were die

alsaed, it waa lr41Dl)I' bttoause the Cbin••• and the Ql!allt;y or tbelr 

ailit.ary ba.nlware vere not takeo too seriousl)P. 

This soornful attitude betllll to chu,•• throu,h 1981. For one 

reason. China aat1oaQed. to u"rade a •ood deal of its military hat"d

ware. thou&h n~ yet up to tbe moat Advanced international levels. 

China's 1987 we~ons, and def'ence system in aeneral, oea no longer 

be equated with those af 1979. tbe year of the Vietnam Mlesr,on". 

For soother reason. and 1110re important. Chinese supplies have de-

1aonstrated that ).lnder particular circumstADoes, so-cal led Ql,roc,llrt.t, 

veapons of ev-,n small quantities can be decisive on tbe battle

field and threaten more teobnolocioally advencsd 'fOwers. Although 

this bas led to some friction in China's foreicn relations system, 

China's profile in world affairs has been enhanced, in regional as 

well as international terms. 

Arms supplies have undoubtedly cemented China's relations with 

Iran, Pakistbn and Thailand but at the same time stimulated misgi

vings amone their neighbors. Vietnam, for example, charged that a 

Sino-Thai military alliance had been formed, undermininS regional 

stability. Also concerned has been Indonesia, ill at ease that the 

ueal could lead Thailand to over-reliance on China, draw the PRC 

into Southeast Asian affairs and complicate attempts to untie the 

Kampuchea itnbroglio.[52] Further ooncern has been caused by China 

not so much because of tbe Thai deal, but much more because of the 

Silkworms deal with Iran, which attracted attention and criticism. 
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DS 1Dtelli•eooe bed alread7 knOWD abo\at Iran•• deoi•loo to 1N7 

Chinese Siliwonw siaoa mid-19ll~. In early 1887, wbile tbe US vu 

Ul."llliDC China to atop ••llina them, the fir■t ■bipaeat arrived. _, 

March, at least two batteries of three to ■ix at■eile■ eaob bw.l 

been deployed alone the Strait of Bormus - one b)' tbe aaJor naval 

base ~ Bandar-e 'Abbas and the other at Kuhestak, further to tbe ... 
east. Botb ooult! easily oork up tbe narrow bead of tbe strait, ooe 

of the world's heaviest aod JDOst sensitive oil traffio routea.[53] 

A third batteey was spotted on the Faw peninsula, seized from Iraq 

in January 1988 (see Naps 1, 3 & 4). • A second shipment arrived in 

Mu 1987 and by June it was tested off Bandar-• 'Abbas and scored 

a hit. 

It was also in early June tha~ biab US officials firmly warned 

Iran not to deploy the missilies, least of all activate them. The . . 

OS National Security Adviser, Frank Carlucci, put it bluntly: "We 

obviously are displeased that the Chinese are selling these kinds 

of weapons. ""[54] This concern was reflected in an interview with 
' 

Admiral Ronald J. Bays, OS Commander-in-Chief, Pacific. He said: 

I'm very worried about the Silkworm. In tbe bands of the 

Iranians whose aotions are unpredictable, it is a tremen

dous threat. The Iranians from all indications, are intent 

upon arraying those Silkworm micsiles in a fashion that 

will make anything afloat a target in all of the Strait of 

:eormuz and spilling out a little bit into the Persian Gulf 

as well. as the Gulf of Oman. So the Silkworm missile is 

pot1JOtially a very serious escalation in tbe Iran-Iraq 

..- ........ ............,_.-----....---..,. .... _ ....... 
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A •incl• Silk1,lona lliaatle, fired froa tb• lnm1en-oooup1ed J'av 

PIIQ1a•~l• OD 2Z October 1987, aoored a direct bit OD Kuwait.' ■ 16ka 

en'£ahm~• S•• I•l~ oil tttftlical. Connected to Kuwait•■ main oil' 

refinery end export oent.er at Mina al-Absudi (40km •outb ~ Kuwait 

city), these two deep-water float·in, bertba bava been load.inc =• 
third of kuwait'• total cNde export, \&P t.o 600,000 barrel■ a clay. 

Tbi■ strike was the third in se-Yeo days and :tallowed three la Sep

tember.[58] (See Me.p 4). 

Startled by the Silkvarmtr' ··deadl.Y aoouraoy". tbe US tried to 

devise defenc~ meas,.ires to shoot them down. Obviously, tba Re..-an 

administration was under inoreasin• pressure from 000freaaaeo to 

penalize Cbina by baltill6 OS military sales. After the first'Silk

worms bit US ~hips, the Senate passed a resolution tbat called OD 
. . 

the administration to reviev all transfers to Cbina ot military-

related teohnoloc, _and warn BeiJing that its continued selling of 

missiles may ·seriously jeopardbe US-China relations". Urdortu-

nately, at tbe same tiae another •roup w- readlt to liberalise a 

ne.., technology paoka«• to be •old to the PRC. This new ofter was, 

now suspended: The State Department announced that ~during this 

period of risina tensions in the Gulf, we have decided not to 

prooeed for now wit~ the review of certain liberli~ations of high

technology export controls on tbe PRC."[67] 

While repeatedly- den;1ing supplyin• arms to Iran, China never

theless told Michael Armaoost, US Under Secretary of States, that 

measures bave beoa taken to prevent Cbinese-mada missiles entering· 

\ll\tU~\til\ 
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tbe arms market.(58) Hbatever these measures. Hasbinetoo'a outcey 

and ta8Palties have apparently not been too powerful. or conviucinc 

enou1b. China was not offored. a substitute tort.he .loss ot incoae, 

orucial for its de.tenoe modernization. ltvep worse, treated by 'the 

OS in a magisterial way, BeiJinQ "lost face'" io public, aometbiOC 

Washington should not have done. Slllall wonder that by early 1988, 

arms shipments to Iran have reportedly real.lllled, adding friction to 

US-Cbina relations. 

China's militaey supplies ~a Iran also added more friction to 

Sino-Arab relations. Egypt, Jo~an and Kuwait, Iraq's main Middle 

Eastern allies, warned China that tbe Silkworm affair could Kturn 

out to be a setbaok to the traditionally excellent Arab-Chinese 

equation~. They said that China's denials of the deal lacked the 

vigor and authority that might have been 9?CP9cted: 

"ffllat really passes comprehension is the apparent equani

mity witb wbiob (BeiJina] ignores these reporta and the 

possible Arab dismay over them ... 'Hbat may well be a size

able deal ot a billion dollars 1110re or less oannot be 

explained away with a shrug ot shoulders, or mere silence 

with a touch of innooenoe ... An explanation as to how this 

happened and an assurance it won't happen again, are 

clearly the 111ini111U111 called for .. "[59] 

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

-varies to Ir&n implied that Arab pressure bas also failed. Ao in 

tbe American case, tbe "pressure"" haa not beep overwhelming in the 

first place. Because of their economic and military relations with 

China, there are limits to the distance the Arab SHtries can go 

';\\\~~le:.> 2-< 
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-Cai1>at Cbina. After all. Iraq bu al■o \IND aupplied with Cblnue 

wea:p011a. 

In sum, despite aome anxieey in tbe US and the Ara'b ooWlltri••• in • ·1· 
Vietnam. Indonesia and perhaps India, BeiJinl'• •areat Leap• ioto . 
tbe i1>ternational arms market bu paid, literally apeaJdna(, Inooae 

I 
cannot:., bowever, bit m•uured only in tel"IIII of bard ourreno:,,. Alao,.\ 

I 

and. of areater i1q1ortano••· bu been China•• inoreesiDC impaot OD 
. 

international affairs. FollowiDC years of Maoist self-i1QpOaed iso-. 

latioD, aad a few year. of post-Nao hesitation and reluctance, the 

Chinese seem to have made Qp their mind to beain and play the role 

of a self~oonfiden~ Qreat power that can no lon1er be ignored. 

~ 
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Su'MlU1u:: X.Jua SbAl:11 

1. Sovbt.Dnioo H,790 
-~ 

29.SS 

2. tJoited State■ 49.270 28.ZS 

3. France -·· 19.265 10.2:1 

4. Oaited Kin.rdom 8,785 4.7" 
5. Hast G■r11uUJ)" 7,610 4.~ 
e. China 5,470 2,9X 

7. Ital:,, 4,.925 2.8:C 
8. Poland 3,906 2.1~ 
9. Csecboslovakia 3,260 1. 7:C 
lQ 0tb■;ca 2i,i2A lA,iX 

. Total 188,230 100.QX 

Source for all tables : on 0.S. Arms Control and Disaniameot 

A4fency, World Military ixJ>cmditures ornS An,1 Irooafera . 
.l.lU1§. (ffashioat~. April 1987), p. 43, 143, 151. 
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tobte Z 

tho Grqwtb ot Chino•• Arm■ trooeten, JQZP-DO 
(lo milllooa of current dollars and in per oent) 

Annual Sbar• iD 

XHC :ll:DhUI Ocmr:tb Erogct, 

1979 130 0.95S 

1980 270 1O7.7X 1.49% 

1981 420 55.9 1.961' 

1982 1,100 161. 9X 6.OOX 

1983 1,600 54.6" 7.20% 

1984 1,900 1B.7S 7.65X 

1985 450 -78.D 1.65X 

llHHl* l,QQQ+ 122 22' a,521 

Total 6870 3.67X 

* Estimated 
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tobJ• ~ 

ChSn0•1 Shv■ to Anur treo,ton, 1111-1,u 

TYDa &uuliaz: HM■az: Shor■ 

Tanks 1. Soviet Onion -i,39~ 31.9X 

2. China 2,180-·· 15.U 

a, D0.Uad &:ti.ta■ l,&H 11,81 
Aati-Air 1. Soviet, Onion 1,965 32.9X 
Artillery 2. Cbina 1,455 Z4.3X 

a 12DUD:Si S:tat11 122 2,og 

Art11ored l. Soviet Union 8,780 38.2" 

Personnel 2. Ooited States· 4,009 21.5:1; -Carrier 3. France 1,510 8.lX 

i Cb1DI l, QQ52 5,0i 
Superoonio 1: Soviet Onion 1,620 57.~ 

Aircraft 2. Onited States 394 13.9X 

3. Franoe 215 7.SX 

i QliDD 2gg l ox . . .. 

Micsile 1. Soviet. Onion 28 26.~ 

Attack 2. Cbina 22 22.2X 

:81:lA:tli 3, !l:D.D'11 13 13, 11 
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Tablp 4 

Cb1no'a Main 6X1PI Cuptomera, 1981-)QBS 
(in million• of ourrent dollars and per oeot) 

A BY BMiQA 

Becion Value I of PRC I of Tqtal PRC Rank 

Middle, East 4;325 79.l 5.68 5 

Africa . 505 9.2 l. 84 7 

Sout.b Asia 420 7.7 4.18 5 

iHt &ah· 22Q j,Q 1, 1§ I 
Total 5,470 100.0 2.90 s ., 

B. B:ic i;;gycti:lC 

"of PRC ,i: of PRC "of PRC 

!-::snmt:c:i: ~ll!.ID (bx RDSiQD) (pf Im.Ill I12.t1l &uik 

1. Iraq 3,100 71. 7 56.7 12.96 "3 

2. Iran 575 13.3 10.5 8.94 1 r 

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 

6. North Korea 210 95.5 UH&I.ASSIIQ) 2 

7, mhi. llQ 2 ~ 2,Q l.~ ~ 

'1'.otal· 5,190 94.9 . '-1 I ' ' ·••, .. ~ . -::-;.:,-.· ... . . . ..... ,. 
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Tn•• 

IAlwLI. 

Cblne'• 6"" na.1sx,rS••· 1a2e-11ao 
(by t:v.PP,, nwaben and l'-Cian■) 

lhlabtc■ tUddl ■ E11r. At:1:iaa lkut.b 6111 '211-11a 111-H 26::DO 28-IQ •II-IA &b■a 28-ISI 11:::111 • 21-IUI 11:11 I 
Ta.nit■ 130 2,110 2,tlO - :11,000 au ea .140 uo 40 Anti-Air Artillery 630 1,455 2, !)85 65 1,310 IOI 235 11& l&f 30 Field Artillery no 180 1,270 45 IU 831 2811 80 H -Araored Per•onn•l Cerrlers a 1,000 1,00, - 1196 en - I - -H&Jor Surf~a• V■■••l• . - 2 i - 2 100C I 

Other Surt•e~ ~--e■la 24 22 48 - 12 HI 8 . - JO 10 
Sub■arlnea - ◄ • 4 - ◄ 10QI - - - -. Misalle Attaok Boat.a, - %2 22 - • 2~ - - - 12 ' I Superaonio Cc:.bat Aircraft 27$ 200 47$ to 811 4b 40 21 II 40 
Sub■-io Combat Alroraft 10 - 10 - - - - - I -. Otber Aircraft 180 105 28& - - - 10 10 :,o 80 SeUoopten 10 - 10 - - - '10 !i b~flQc-tJ:i:alt ~la111 •• - Ul!I lS12.,. - isi iHII - - - IA s . 
601.arc■: Baaed on Ar•• ·eont.rol and J>isar__,t Aceno,-, lfQciJt -""'"' 

t Ea M1l1t.arx EXRAndlt.Mra and Ama lr1n1ftc1 i1121-11aa 
(Hawiinftan, 1 Marcb 1083), pp. 121-123; aod_.ldu, 

-~ lW (ffuhl!l,taa,. APf'U l987J, pp. U2-1H. t .. .. 
(' ---L. .. . .. . . ' • ' ., . • . , \ 
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ll11i 811A 

la=IQ 11::11 
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'tfthlo e 

tbo §beta at 6me tl:AP•Cote Jo Q\ina•s Exnrr~-- +iB+::la 
Un aUUon■ ot OS dollars aad by re1ion) . 

Rt!Htiga l'.SltA) lxPClt:tl 6tam %1:anatai::1 &baa:• ,11 
Third World [1) 59,837 -&,470 

Third World [2] 23,149 !i,.C70 
Middle East [3] 11,914 • 4,3H 

Middle East [4) 12,934 4,725 

At'rioa [3) 1,908 105 

-Africa ( 4] 2,928 505 
Asia [2) 5,870 . 460 

Aliih, CU j2,3:i8 :iSQ 

l Inoludina ff0n4l Kon•, Si~~re, Macao. 

• 2 hcludinaJ Hoo« Kon•, SinaJapor-e, Macao. 

3 .Excluding Algeria, Mo~ocoo, Tunisia, Sudan. 

4 Inoludioa Al1eria, Morooc·o, Tunisia, Sudan. 

9.17 

23.83 

38.30 

38.53 

5.SO 

17.25 

1.84 
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Map 1: The Persian Gult and the Strait of Ror.n - Hi••ile Sites 
and Arms Unloadinl Porto. 

'. 

•. , 

• 



'e 
"9M ., 

I 
~ 

·r 
I 

~ 
·' 

.. 
'i c::;: • -e f 

~ 
t:1 

l 
~ 

., 

: ,,, • 
• 

.. 
I 

Southern Asia l i 
Sovfet ~ Union . I 

I ' .. I 
ty1: 

....... _ ......... . 
-=1 • ""=-\;\.\:.11'.w 

;. ......---............... 
-~ ! 

., 
. , . 
.f ,--: 

/nd/an;ocean 

·1 
• • I j 
------L---------► -J'JftJI~--• I . . -

· .,; ,lf,Jll' . -r. ..... \' 

lfap 2: Chinese Arms Supply Rouw• . 

·: :--· .-• 

p1,111,,,.. 
s,. 
~ 

... 

: 

; ... -.t • 

'.......-: .... .::..-;-rrrr:-r-.. -· ... 1.•'i 

-·· 

... 

.,. 

C 

' 
! , 

r 

I 
I• 

,•. · 

• 



. ' 

.... _ ... 

- 44 -

.. . 

! 

, .. .. 

I • • ~ , , 

• . . 

j 
l . 1 1 J 
• ~ , .. _; ::.. ::..,. -~~n.-1 

,.J \:~ 

\\ f \\,. J 
\\• J ~ 1 ., J 
. \ .. 3' 1-,. :I & 

)I 
'l J~- . 

~ . ..! 1, r · l 

- f- I ... ·: • t ·-. -· -•, ! .; t t . 

UNCLASS,FIEJJ ~~ 

Ill 

e 
0 
:r: 
-.. 
0 

.p ... 
Cl 
i. 

,6l 
(I) 

ID • -fl 

... 
0 

j 
u 

• 

• 



• 

...... 
Ul1CUSSl'7 

' 
0 5 ·J 3 



.. 48-. 

,: - -• . . . 

·1.··-,. • . • ..,.. : 
......... - . ".;,JIii- ,I' .,. . .. -.. - . 

Fieure 1: The F-7M Air•uard ~iQbter, export version ot tbe Xian 
J-7, based on the Sovi~ MiG-21. 

... 
'7 

Figure 2: Tbe B-80 medium bomber (known as Bong-6) with two C-601 
Air-to-Surface Missiles, based tbe Soviet TU-16. 
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Figura 4: 130-mm Gun, Type 59-1: 
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Fis~re 5:37-111111 Twin Anti-Aircraft Automatic Gun, Type 65 . 

•• • , ~:---•: ».- /~:··: : .:-•. ~~ •• ••f~~:>:: 

' .• 

Figure 8: HN-5 shoulder-fired low-altitude air defence 
missile, based on the Soviet SAM-7. 
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P)cure 7: Type 84 Armoured Bridglayer, based on tbe hull o~ 
Type 69 MBT. 

Figure 8: Tracked Armoured Personnel Carrier lYpe YW531. 
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Figure 9: The F-8 (J-6) ti~hter-interceptor, besed on the 
Soviet MiG-\9; 
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Fil\lre 10: Type-&9 Main Battle Tack, ret.rot'itted witb tbe 
L7/MSO lOS-ma 11\.m. 

Fiaure 11: -Type 83 122-111111 Howi tzar,. 
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Fi8'1,lre 12: Type 83 107-lllll Multiple Rocket Launcher. 

--

Figure 13: Type 81 122-llllll·Multip~e Artillery Rocket Launcher, 
with 40 launch tubes which can be fired in 20 seconds. 
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Figure 14: The F-7 (J-7) air superiority fighter, based on 
the Soviet MiG-21. (Also an Egyptian exa111ple). 

0 S I 2 

• 



• 
r-----:-----H ___ , 

.. 

Figure 15: The HY-2 (Haiying) Surface-to-Surface Tactical 
Anti-Ship MisGile, known as Silkworm. 
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Fieure 1$: The new . 155/45-mm· Gun/HCNitzer, offers a aaxilll\UII 
range of 39-km. Incompatible with PLA ctandards. 

Figure 18: Prototype of the NORINCO/FMC NFV-1 ·Infantry Fighting 
Vehicle, based on ffZ501, a copy cf the Soviet BMP-1. 
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Figure 17: The NORINCO/VickerG NVB-1 Infantry Fighting Vehicle, 
based on tbe Yli531H APC (see Fiaure 8). 
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