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Abstract

Proliferation of systerrs and techologies elated to weapams o mass destction
(WMD) is a pimary concem to U.S. pdicy makers in the post-Cold War era. Yet the
dynamic of WMD proliferation takes place n an international ervironment where the
hierarchy of issuesard the cangtraints anong international acors have charged geaty.
This papersuggess that a cacept labeled “Economism” gructures contenporary issues
among nations, including those military and security issues (to include proliferation) that
since World War 11, had beenconsidered te stict province d “high pdlitics.” In orderto
examine this claim, this pgoer explores the proliferation activities of the People’ s Repullic
of China ard the eforts o the Urited Sates b influerce he FRC'’s poliferation pdlicies.
It further suggess that in order to understand proliferation acivities in the PRC, an
appreciation for what Graham Allison has termed “organizational” and “bureaucratic”
modds of decision making must be gpplied to the PRC in contravention to what the West
normally considers as a dsed, autoritanan, ard egostic certral authority. Fnally, with
insights ganed from this new understanding as informed by the imperatives of
Economism, this paper presems options for U.S. leades o consder in crafting more

effective pdlicies for dedling with the PRC’ s proliferation activities.
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Chapter 1

Intr oduction

In Power and hterdependencé Robert Keohare ard Jseph Nye deweloped a mdel
of international relations that they termed “complex interdepemlerce;” wherein national
security is not the overriding concern of the world’s most powerful courtries, military
force is largdy irrelevant in resolving issues among these states, and mutiple channels
have developed to facilit ate international transactions which have diminished the role of
the shte. Howewer, whereas Keohare aml Nye's camplex interdepemlerce nodel
suggess that no issue bs replaced mtional secuity at the top of the internationd
community’s priority list, this paperarguesthat a hierarchy doesindeed exist in the
politics d nations. In the past-Cold War era, where force has keenal but ruled out in
relations anong the wald’'s most powerful sates due primarily to a quaritative ard
qualtative increase n global interdepemlerce? dl issues in international relations are
sulordinate to pdicies deggned © increase he retional ecanomic heath ard raise
national living stardards, a caceptlabeled “Economism.” One o the waking hypothess
of this pgper, then, is that governments will fo rego interests in other issue areas (security,
ernvironmert, human rights, etc.) if they conflicted with, or could be usetilly tradedfor,

advantagesm the ecaomic splere.



In deermining issuearea herarchy, care nust be takenin the definition of “secuity.”
Where a rmtion's suwival is threaered, levels of trade ard foreign investment are
irrelevant. While this truth is axiomatic, it is also not reflective of the current international
environment. The survival of the world’s largest countries is not in doult nor is military
conflict betweenthema valid concem of seiious obsewvers. This is not to say howewer,
that military forces are ussless for the advancement of national interests. Clearly, the US
has forces employed around the world in furtherance of national objectives. Similarly, as
will be seen, China has embarked on a military modernization program which she hopes
will enhance her regiona influence. But it would be a migake to equae al milit ary
activites with “secuity.” Indeed, this paperdoes not sugges$ that ams sales, force
deployments, and military assistance programs will cease @ be tools o international
diplomacy; they will, in fact, go on as usud (perhaps even more 0 in the post-Cold War
era). Rater, it argues hat since “secuity” in a retional suwvival serse is no longer an
issue among great powers, these lesser military activities are much more subject to
influerce ard constraint by both domestic ard international ecaxomic imperatives hat al
courtries row place athe top of their pditical agenlas.

On the aher hand, proliferation of weapms o mass destuction to Third World
rogue nations considered potentially hostile to the Urited Sates evives “secuity” in the
tradtiona serse. “Secuity,” more than ecaiomics, explains the US concem regarding
Irag and Iran’s efforts to gan a capability to employ weapons of mass destruction
(WMD). “Economism” does sugges$, howewer, that both the recpiert ard the great
power suppler of WMD tecmology ard herdware canbe persuaded ¢ alter their courses

in the face of ecanomic inducenernts ard punshmerts. It alo suggess that even the



secuity aspect d WMD proliferation are rot universal ard alsdute—the casestudy
below will point out that dgoending on the country involved, economic considerations may
eventake precedene over the UScommitment to non-proliferation of WMD.

The ewvderce that Economism guidesthe pdicies d at leasttwo significart state
actors, the United States and the People’s Repubic of China, is overwhelming® Consider
the following sttemernt from Wu Yi, the FRC’s minister of foreign tradeand ecanomic
cooperation:

The world after the “Cold War” is il not very peacefil but the
predominance of political and military factors in international relations has
gradualy beenreplaced ly ecanomic factors ard ecaoomic considerations
have became the nost acive am important factor in international
relations.*

While one might quibble with Ms Yi's distinction between pdiitics and economics, the
thrust of her messagesd clear. ecanomic growth ard suséinmernt has assured the pasition
of “high pdlitics’ in the affairs of sates.

In a gmilar vein, General John Shalikashvili, the nation’s highest ranking military
member, has said:

The rext certury is not going to be shaped m a phcecaled Sargevo, as
tragc as hat is; the rext century is not going to be shapedin Port-au-
Prince, or Kigal, or Mogadshu. My serse is that the rext certury is much
more going to be shaped in the stock markets of Beijing, Shanghai, or
Tokyo . . . My serse is that the kind of world we're ertering, where the
competition will be very much about economics, where three mgor
economic power centers will compete, Northeast Asia, Europe, and the
Americas, where the competition will be about markets and stability in
those markets ard prospeiity in those narket places, ard where the
Rwandds, the Haiti's, and the Bosnia’'s are counter to that stability, you
will have to be able to use America's forces to achieve our ams short of
those where our vital interests are atstake. You nust not dery the future
presdent, whoever he may be, the ability to use America's forces to
advance and protect our interests, owr important interests, but short of
them being vita interests.”



The Chairman' s satenmert suggess that the military component of national security is
being increasngly marginalized. Where sbck markets ae better indicators d national
strength than are military forces, the latter are more peatinent to the protection of
“important,” as opposed to “vital,” interests. National interests in the post-Cold War era
certer neaty exclusively on domestic ecanomic growth ard international compettiveress.
Commenting on the nost recert stowdown with Japanover bilateral trade ssues,one
American official remarked that this economic dispute was smilar to the military
confrontation in Haiti with one mgor difference: “Thisiis really important.”®

Economism sugges$s that the wald capialist system “provides the citical
ernvironmert in which states ad classes perate by constraining, shaping, ard chameling
behavior.”” Since dl of politics is presumed to be guided by economic dictates, it follows
that leverage in the economic arena ought to spill over into other issue areas. Conversely,
Keohare and Nye arguedthat “although states nay be tempted to draw nkages arong
issues, such linkages will be generaly unsuccesdil . . . power resaurces n one issue aga

"8 The thrust of this reseach

lose sane or al of their effeciveress wienappled to others.
is to examne the \alidity of these cotradictory claims using the U.S.-China relationshp
as a case stly. More spediicaly, this paperexanines e caseof Chineseproliferation of
systens ard technologies useidl for the deeopmen of weapms o mass destuction to
courtries unfriendly to the United States. Ore setof commentators hes dfered the
following simmary of the hypothesis of this gudy. “Chinais unbexding on human rights
becauset seesdissderts as a plitical threat But we caild nore eadly coerce & on

exports, which are only atout money. China’s $30 hllion surplus in U.S. trade far

exceeds he noney it ges from secet chemcal ard missle deas. Presdert Clinton's



victory on intellectual propetty stows that if China is forced b choose letween ams

»n9

proliferation and U.S. trade, it will probably choose trade”” The presumptive depedert
linkage siggesed lere betweentrade ad secuity issues has major implicatons for US
regional and international security palicy with regard to the People’ s Repuldic of China, an
area that will also be addressed in the latter portion of this paper.

Why study China in this regard? In the midst of regional uncertainty regarding
America’s continued commitment to the region, China has led southeast Asia in a“military
buildup unprecedeted in scope aml abming in its possible implicatons for regional

"19 While several interpretations have been offered for explaining this trend,** most

rivalry.
aralysts concludethat the list is headed 1 regional rivalry over dispued erritories wth
high patential ecanomic benefits (patticularly the Spratly Idands and issuesasseiated
with overlapping exclusve ecaomic zones). Howewer, in addtion to examning the links
between ecaromic growth ard retional secuity, this paper explores an alternative
explanation for China's military buildup hat de-emphasizesthese tradtional Realst views
of geopalitical opportunism in favor of a State-centered interpretations based on domestic
political and organzatonal imperatives. Rater than a lbng-range stategy of Chinese
regional hegemonism and poalicies of intentional, anti-Western proliferation, China’'s
military build-up and accanparying ams saks ae letter explained by Kenneth Waltz's
“secand image; the shtedevel of amalysis. Proliferation in China must be explained in

terms of modemizaton ard pluralism: snce PRC defense gerding trerds ard deense

indudry organization drive arms sales, these two topics will be examined first.
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Chapter 2

Defense Spending and Industrial Organization in the PRC

Anxiety over long-standing dispuesin the Suth China Sea ntensified as a esuk of
the US Depament of Defense’s 1992 East Asian Strategy Initiative (EASI)," wherein the
US plamed a gradua) but continual, reduction of forward depbyed frcesin the region.
Concems over a pdential “power vacuuni created by the US withdrawaf acconparied
by increasng Chnese defnse experditures causedhe Cinton Administration to abardon
plars for large scak reductons o US forces n South Korea whch had beenincluded n
Phas Il of the EASI. In February 1995, the Detnse Depatment revised its Pacfic
strategy, sabilizing force structure in the region a 100000 toops for the foreseeale
future®> Despite this new American commitment, China's neighbors remain troubled over
Beijing’s aggressive military buildup which some see as “creaing the rucleus of a
formidable long-range military machine.”* Paradoxically, while redudion in East-West
tensions have creaked severe downward presures on defense hudges in North America
ard Europe, the goposite is the casedr the cauntries surounding the South China Sea,
patticulary the PRC.

As depicted in FHgure 1, the manitude of the Chinese military buildup emains
contertious While ackrowledging that sated deénse kudges have increagd ty 10% per

yearsince 1989,Chine dficials reported a paty $7 hllio n in defense outlays in 1994°



Yet, beyond the dficial figures,acual deense autlays ae atleasttwice he dficial figure,
in that government numbers donot count spemling on reseach ard developmert nor the
rather obscure funding devoted to PLA-run arms sales enterprises and other civilian
bushessesoperated by the PLA (discussedat length below). Taking these addional
faciors into accaunt, a diaft report by the ron-profit Rard Carporation, a retional defense
think-tank in Sarta Monica, Cdlifornia, suggess that actual amual defense erding is
appoximately $140 lilio n, nearly 20 times the official figure.® Similarly, the London-
based Internationa Institute for Strategic Sudies egimates that by purchasng power
parity calculations, China's military spending ranks a least third, and possibly second in

the warld behind the Urited Sates.
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Figure 1. 1994 Etimates of Defense Spending in the People’'s Republic of China’

The West is not alone in trying to discem the Chinese deénse ludget Few in the
Chinese gwernment have a canplete picture o defense speding.? Much of the problem
stens from the wvery non-Westem role that the PLA plays in commercial bushess

operation ard ownership. As a resuk of conversion efforts, government officials esimate



that around 65% of current defense indudry output is devoted to civilian produds. The
PLA’s “holdings” are difuse n nature ard large n scqoe. They include 5-star hotels
(Palace Hael) ard satllit e launch services for foreigners (the China Great Wall | ndudry
Corporation). The PLA’s Genera Staff runs Poly Group Corporation while the General
Logistics Department operates Xinxing Gorporation (this is tantamount to the U.S. Joint
Staff runnng Boeing and J4 managing Genga Dynamics). These relationships are

depcted n FHgure 2.
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Figure 2. PLA’ s Arms Export Network

The PLA dso has connections with the ostensibly civilian side of China's defense
industy to include Nainco (arms exporters), China Natonal Nuclear Industy
Corporation (involved n nuclear reacbr saks to Iran ard Pakistan), ard Chna Aero-
Techology Import ard Export Corporation (advarced avation technology). As depcted
in Figure 3,the Canmissbn of Science, Techmology, ard Industy for National Defense
(COSTIND) theareticaly managesthe defense indudry, to include ams exports, through

New Era Corporation and its 9x subsdiaries (bottom row, Fig. 3). However, envious of



the profits gemrated by COSTIND, the ALA succeeded wdre COSIND had failed in

the sale of DF-3A ballistic missiles to Saudi Arabia (see Table 1).
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Figure 3. China’s Defense Industry and Trading Firms Network

In all, some obsewvers esimate the ALA has canectons with as nany as 20000
comparies’ Eventhis may be the tip of the icelerg in that many of these R A sutsidiaries
routinely spn off new comparies d their own without advsing their nominal superors:
upon visiting one o his pharts, anofficial of the Xinxing Corporation discoveredthat eight
addtional busnesses had been opered wihout corporate headquaters knowledge®®
Rather than a lck d truthfulness, the ligger problem may be a deiciercy in cettified
puldic accantants wio can make sese aut of a LA conglomerate spnning out of
control. Onthe aher hand, trarsformation to Westem-style deénse accainting methods
would urdouhtedly produce a gartling increa® in official defense erding figures further
alarming China' s nervous neighbors.

Despte the urcettainty in the utimate figure, no one daubts that China has increased

its efforts to modernize its military capabilities. Major acquisitions include Russian Su-27

10



fighters, T-72 tanks, Russandesgned Kilo-class nuclear submarines, ard 1I-76 heaw
transport aircraft as well as U.S Stinger shoulder-fired anti-aircraft missiles (likely
acqured through Pekistan) that proved so effecive agamnst the Soviet Union in
Afghanistan. PLA officials have shown interest in acquiring MiG-31 fighters (induding
produdion technology), Tu-22M bombers with ar-refuding capabilities, advanced
suifaceto-air missle systens, ard Kiew-class aicraft cariers am 11-76 arborne waming
ard cantrol systens from Russa

Many of thesesystens denonstrate a ckar Chinese mterest in developing a paver
projection capabilit y which, comhbined with Beijing’s unswerving clams in the South China
Sea, has heightened concern for regional ability. China's ability to cover the Spratly
Islands has also beenerhanced by the canstruction of anairbase @ Woody Idand in the
Paraces from which adwanced fghter-bombers could be launched.

Beyond rhetoric, China has begunto flex its military muscle over the Spratly Idands
issue. Presumally richin oil (some egimates sugges that the aea catains anywhere from
1 to 105 hllio n barrels), the 230 dertifiade idands are mnuscule: the larges (claimed by
the Philip pines) is less than a mile long and only 625 yards acioss. Many of the remainder
are “merely rocky outcroppings that are urdemwater at high tide”*? In the summer of
1994, Viethamese forcesclased with PLA naval contingerts in the dsputed aeas In
Februaty 1995, Chinese military posts were discovered on Mischief Reef, a group of tiny
islands clamed by the Philippine government, which promptly destroyed the facilit ies.
Althoughall paties, including the FRC, have agieed b negotiate a peaceld setlenen to
the dspuk, a fina accod seem far off ard catinuing minor military skirmishes seem

likely. For its pat, the Unted Satesissued a My 1995 waning that it would not tolerate

11



ary interfererce wth shpments trarsiting the Suth China S2a, through which 25% of the
world’s maritime trade,ard 70%of Japaris oil supples, pases.*®

China’s spiraling deknse hudges ard increasngly adventurous behavior across the
Taiwan Straits ard in the Suth China Sea lave gererated intense delate in the U.S.
regarding Beijing’s long term intentions and drategy. On one Sde a codlition of pro-
Taiwarese and pro-defense industy pdliticians ard interest groups see Gha as a
“hegemon on the horizon” who will use their emerging economic strength to “undermine
peacen the region.”** Senator Jahn McCa, the highly regardedArizona Reputiicanard
ex-Vietnam POW, has smilarly warned that China represents the real threat to the United
States n the 2% certury.”®> Many in the China hawk canp pdnt to war games conducted
in Newpat, RI, that predict a Chinese Naw victory over U.S. forcesin the year 2010*°
Reportedly, the U.S. Centra Intelligence Agency repeated these results for a amulation
set in the year 2005 For many of these conmentators arl government agerties, the
consequeres of a lenign international ervironmert provide dauting professonal
challenges.

Theseviews ae clallenged ly a nore moderate group who see a mch different side
to the Chinese military buildup. Headedby Secetary of Defense Pery ard former
Assstart Defense Secretary for International Secuity Affairs Jseph Nye, Jr., these
moderates refuse to see the PRC as a“threat,” concentrating instead on Beljing’s potential
as a brce r peaceard stallity in the region. They regard China s activities in the South
China Sea as an “illusory threat”*® and the Chinese military buildup aslittle nore than a
great nation attempting to modernize an archaic military establishment. Despite the war

gane smulations cited alove, more recen sudies sugges that neither the LA Naw or

12



Air Force eprese ary kind of significart nearor mid-temm threat™ Asskstart Secretary
Nye hes gpined hat “Chinais [not] going to be a global compettor of the U.S. for at least
two decade$® Smilarly, Chas Freeman, Joseph Nye's predecesso as Assstart
Secretary of Defense for International Secuity Affairs amd a China spea@list, insisted hat
2010was“vadly too soon . . . to asume such a revolutionary growth in Chinese military
capébilit ies.”**

A closer look at trerds in Chinee deénse gerding suppat thee pdiative
impressions and provide insight regarding PLA mativations for involvement in the private
ecaromy. The ARC’s pditical leadeshp has alvays expeced he A_A to provide a high
degee of sef-sufficiercy, patticulaly with regad to clothing ard feedng the troops.
Throughout the 19705 PLA soldiers routinely operated farms ard ranches which were
used to offset the costs of feeding local military units. However, dong with Deng’s
ecanomic reforms of 1979,the PLA wastold to modemize hut not to expect addtional
budget authority to acconplish the nodemizaton. With ceriral civilian leadership’s
appoval ard ercouragenert, the LA undertook a radical depature from the non-profit
actvities of food supply operations, launching tentative forays into the canmercial market
segnert in order to provide funds for the nodemizaton dictated tky the Politburo. The
need for PLA modernization was only reinforced by the sunning Gulf War demonstration
of the dewastating advantage d high techweapary over the kind of systens enployed by
the PLA. The effect was to redouble the military’s efforts to generate the capital for
modemizaton. And yet, degite the rapid growth of the dficial defense kudgetard the
income generated by profits from some of the indudries cited above, inflation and

corruption in commercial profits distribution by military leaders have led to a Stuaion
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where ‘the PLA’s actial purchashg power has not increased?? In fact, snce 1990 most

of the noney added ¢ the deénse hudget“hasbeenused to cover soldiers living costs

rather than to purchaseweapams”* Moreover, most Westem aralyses d the FRC's

defense “buildup” miss the fact that the PLA has undergone several significart manpower
reductons snce 1985 ncluding reported one milion men cuts in both the 198587
timeframre and in the 199195 five-year defense pan® These dsewations bolster the
views hdd bythe U.S. Depatment of Defense and should serve as sobering @munterpoints
to the frartic amwawving of the Chna hawks.

Even if the PLA’s overall milit ary modernization program is of no immediate concern
to the US. deense eshblishmert, one facet of their efforts to gererate income for
modemization cleaty concems Washington—the proliferation of technology assaiated

with weapms d mass destuction, a topic to which we row turn.
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Chapter 3

PRC Proliferation Activities

In addition to the steady huild-up of PRC military capabilities, Sino-U.S. relations
have beenstrained over the on-going disput regarding Chineseweapas proliferation to
other Third World cauntries, paticulady those that the US. regards asrogue rations.
The dinton Administration’s 1993 ‘Bottom-Up Review” ard their 1995 Naitonal Secuity
Strategy cited proliferation of weapas of mass degstuction as ame d the top threas t
national secuity.

During the Cdd War, use & the “China cad” in the US-Soviet poker match was
consdered more important than the relatively lower level concerns of Chinese
proliferation. The watershed everts at the turn of the decade—He cdlapse ¢ the Sviet
Union, Tianammen Squae, ard the Rersian Guf War—elevated Chnese poliferation on
the USsecuity agemla, as he stategic importance d the FRC asa counterbalarce to the
USSR disappeared. Likewise, the Allied victory in the Gulf war revealed the scope of the
Iragi nuclear weapams dewlopmernt program ard akrted the West to the damgers o
indiscriminate third-party transfer of technology for weapons of mass destruction.
Although China has actively engaged in international sales of conventional arms the

West’'s primary concerns regarding China's proliferation activities revolve around two
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main issues closely related to weapons of mass destruction—Dballistic missile and nudear
tecmology trarsfers. This study focuses a these agas ad discusses eadh turn.

Chinese Proliferation of Ballistic Missiles. Since the ealy 80’s, China has been
linked to the sdle and transfer of ballistic missiles and/or ballistic missile technology to
Saudi Aralia, Syria, Iran, ard Pakistan

China secretly sold 36 DF-3 (Dong Feng - “East Wind”) Intermediate Range Ballistic
Missiles (IRBM) to Saudi Arabia during the Iran-Iraq War, atransaction reportedly worth
more than $3 hillio n. The Saudi's approached the Chinese after the US Congress rejected
the Reagan Administration’s attempts to =il more F-15 fighters to Ryadh than the
previoudy imposed limit of 60. The Saudi's clamed they needed the missles as a
deterrent to Iranian missle attacks. Althoughthe DF3 was degined ly the Chnese b
cary nuclear warheads,the Saudrs (and later the Chnese) assued the US that the
missles they receved had beenmodified © cary only conventional munitions. While the
profit potential from the sale was certainly a motivation for Beijing, some have suggesed
that Beijing was aso interested in cutting into the Saudi relationship with Taiwan (one of
the few remaning countries gill maintaining diplomatic relations with Taipei). In fact,
within two years of the missile sde, Saudi Arabia droppel its recognition of Taiwan in
favor of the RRC.

China has also actively marketed the shorter-range M-9 SRBM to Middle East
countries (reportedly Syriaard Iran), ard the M-11, primarily to Pakstan Export of both
of these solid-fud, mobile missiles violate Missile Technology Control Regime' guideines
Howewer, in November of 1991,China ageed b alide by the MTCR aspatt of adealthat

would have Washington lift the first set of sanctions that had been imposed on China in
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June 1991 for the trarsfer of missile tecmology to Pakstan The US. lifted that set of
sanctions in March 1992.

Still, Beijing’s commitment to the MTCR remaned questionable. In Augug of 1993,
the US deermined that China had trarsfemed M-11 nissle-related camponerts to
Pakstandunng 1992 ,which, by U.S. law, required the imposition of sanctions once agan
on both Chineseard Pakistan firms. The largestimpact of these sattions weke on the
export of four US satellit es built by Hughes and Martin Marietta scheduled for launch by
the PRC (satellite components are in the MTCR annex of prohibited items if they are
destined for export to those countries found to ke in violation of the terms of the regime).

Once agan, Washington seened kss han erthusistic alout following through with
the samitions it had imposed. The Washington P4 reported that the Cinton
Administration had officially proposed waiving the sanctions in November 1993 (ug prior
to the RFesdert’s APEC meeings wih Chnese Pesdert Jarg Zemin in Seatle),
presumably in exchange for a more forma Chinese commitment to the MTCR. Although
this initiative failed to produae an agreement in time for the APEC meeting, the offer was
subsequenly ard ostentatioudy accepéd in October of 1994 n a hghly puMicized
agreenert signed ly Secretary of State Christopher ard Foreign Minister Qian Qichenin
Washington.? In that accad, the FRC ageed b alide ly neaty al the povisions of the
MTCR without formally becoming a mamber. The US, in turn, lifted the ban on satellit e
technology transfer, clearing the way for sales totaling several hundred million dallars. It
is important to note that this past-MFN agreement on missile technology proliferation is
essetidly idertical to the ane rgected ly the Chnese pior to renewal of their MFN

status
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Degite their October 1994 agreenert, new concems have surfaced bat the FRC hes

once agan trarsfered M-11 missles to Iran ard Pakistan during the ealy months of

19952 If true,the US. would be facedwith the incredble posshilit y that the Chinese had

knowingly cheated almost immediately after sgning a high-profile diplomatic accad with

the nost powerful courtry in the wald, a caintry to which China’s ecaomic growth is

inextricably linked.

If true, the international community would be justified in regjecting

Chinese mternational agreenerts as wathless ad the Chinesediplomats that signed them

as nere liars ard cheas, bent on adwancing their national interests regardless d cost

Table 1. Confirmed/Sugpected Chinese Ballistic Missile, Cruise Missile, and Missile

Technobgy Tranders
Sydem Y ear Range Mt cr U.S. Reolutio
Trans- (Km)/ Compli- | Response n
Ferred Payload Ant?
(K9)
Pakistan | 1) CSS-7 | 1) 1990- 290/800 No* 1) 1) Waived
(DF-11/Mm- 91 Sanctions | Mar 1992
11) 2) June 2) Waived
CSS-7 2) Dec 1991 ** Oct 1994
(DF-11/M- 1992 2) 3) TBD
11) 3) Sanctions
CSS-7 3) Arst Aug
(DF-11/M- | half 1995 1993**
11) 3) Under
Investigdi
on
Iran 1) Technd- | 1) Frst 1) 1) No 1) & 2)
ogy ass@i- | half 1995 | 1000/500 Under 1) & 2)
ated wth Intelligenc TBD
Tondar-68 e
2) C-802 2) Late 2) N/A Investiga:
Anti-ship 1995 2) 60 Frk tion
cruise miles
missile

Continue on next page
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Table 1—Continued

Sydem Y ear Range Mt cr u.S Relutio
Trans- (Km)/ Compli- | Response n
Ferred Payload Ant?
(K9)
North Techndog Late 500/700 None N/A
Korea y 1980's | (Scud-<C); Pre
asseiated 1000/1000| MTCR
w/Scudc, (NoDong-
NoDong-1 1)
Syria CSS-6 ? 600/500 No Unconfirm N/A
(DF-15/M- -ed
9)
Saudi CSS-2 1987 2500- Diplomat Tact
Arabia (DF-3) 3000/ Pre c Inquiry | Accepanc
2150 MTCR e

* Although the RamefPayload spedicatons of the M-11 appearto be within MTCR
guideinesof 300 km ard 500 kg,the UShas argued,ard the Chnes have accepéd (in
their October 1994 ageenert), that the missile has aninherent capability to exceed hese

criteria.

** Sanctions were appled urder unlateral U.S. law (Arms Export Control Act ard

Export Administration Act), since he MTCR has o erforcenert mechanisms.

***  Although cruise missiles are not covered by the MTCR, this incidert may violate a
unlateral U.S. law (an amerdment to the 1993 dednse auhorizaion act requiring
sarctions on ary country that trarsfers adwanced caventional weapas to either Iran or

Iraq).

For a proud cauntry committed to becaming a kadng regional ard international

power ard a brce or peace ath s@ahblity, international honor, prestige, and probity are

indispersalde ebnerts of diplomatic fare. It is difficult to believe that the Chinesewould

knowingly ignore these &cors.

explanations, which will be explored below.

Thus, we wauld do well to seach for alternative

Chinese Poliferation of Nuclear Technology. Equdly troubling for Western

denocraces s Chna’'s seenmngly cawlier atitude egarding recpierts of its nuclear

tecmology. Although a member of the Nuckar Nonproliferation Treaty (NPT) since

1992, China hes beenlinked wth nucleartechnology trarsfers to Pakstan Algelia, Syria,
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Irag, and Iran.* While prohibiting the trarsfer of nuclear weapms arl weapms-making
tecmology to non-nuclearstates,the NPT expressy permits nucleartecihnology assstarce
for peaceall erergy projects to assst non-nuclear countries in their ecaomic
dewlopmert. The poblem for Westem states, of course, is that nuclear tecmology
trarsfered to “rogue” retions, many of which are Chnese dents, can be appled to
clardestne ruclearweapams programs.

China hes reportedly suppiled Pakistan (not a sgnatory to the NPT) with weapas
grade uarium,” tritium (used to achieve fusion in hydrogen bombs),® ard even a desin
for a 25 kiloton implosion device.” China has also signed a cotract to build a 300
megawat nuclear power reacor for Pakistan even though Japan Gemary, ard Farce
have reportedy dened povison of nuclear suppating systens for this reacor in
accadarce wih Nuclear Supplers Group pdicy. Degite this lack of Westem suppat,
China kelieves the reacbr canbe complete by the year2000.

China’s pastproblems with nuclearcapalte India ae reflected n the cozy nuclear
relationship with Pakstan a patnership that is foreboding given continued hdia-Pakstan
anmosity. Most recettly, the CIA has deermined hat the Chna National Nuclear
Compary has delvered 5000ring magrets, usd n the umanum errichment proces, to
Pakstan® It is likely that such a trarsfer violates the US. 1994 Nucbar Proliferation
Prevertion Act (but not the techical terms o the NPT), a deermination that would
require $10-11 hllio n worth of sanctions to U.S. companies doing business with China in
the form of a cutoff of US Export-Import Bank loan guaantees, dl in response to this
single $70000 iing magnet sale.’ Thesesarctions cauld be waived ty the Rresdert if he

determines a waier would be “in the retional interest.”
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The quick mohiliz ation of busness forces to oppase the imposition of sanctions in this
most recent Pakistan incidert once agan enphaskes he pdency of Economism.
Representatives from Boeing, AT&T, ard Westinghouse argued wgoroudy aganst
sanctions, the latter citing the potential immediate loss of a $23 million sales of turbine
components for use in China's dectricity-generating nudear power plants. Similarly,
citing both short ard long term detimental ecanomic implicatons, the US State aml
Commerce depaments both urged a quik waiver of ary sanctions imposed™ followed by
more targeted santions agamst the Chna Natonal Nuclear Corporation itsef, a
recanmendaton the Pesdert appeaed b be learing towardsin late March 1996 Even
the last clear vestige d a tradtional US secuity concem, proliferation of tecmology
asseiated with weapms d mass destuction, canbe marginalized n the faceof ecaiomic
considerations.

To dak, Chinee ruclear technology suppat to Iran has fallen gererally within the
framewak of the NPT, to which Iran is a sgnatory. IAEA teans have investigatd
Iranian Stes in pre-announced inspections and found no NPT violations. Still, the US and
others fearthe trarsfer of dualuse echnology to this Idamic fundanentalist state, whose
ambitions in the region are suspecard whose nuclear motivations are easly discenible in
light of the nuclear asprations d Israel Irag, ard others in the Mideast As Iragq hes
denonstrated, a covert nuclear weapams piogram is possble even where a courtry is a
member of the NPT, ard IAEA sakguads ae aleady in place. Moreover, many
obsewners quesion the Iranian needfor nuclear power in a caintry that is erergy-rich.
The Iranians are dso involved in a $2 hillio n-a-year military buildup aml have attempted to

import nuclearcomponerts that are inconsistent with a peacefl nuclearpower program.*?
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Even more than missle and conventional weapons sales programs, the Chinese
nuclear indudry is highy depenert on foreign export of their nuclear products in the
wake of the Chinesedefense conversion program. A dealto provide Iran with two 300
megawat nuclear reacbrs was met with intense US. displeasire in April of 1995,
although the Chineseamounced at the time that they intended © go through with the
agreenert aryway. But U.S. pressue appeas t© have been successfi, when in
September, Beijing agreed to abandon the deal.*®

Two possble explarations canbe offered to accaunt for this turn around. Frst, the
Chinese may have conduded that ndther they nor their Iranian patners could maintain
either side d the deal Iran is expeiercing difficulty in captal formation, paticulady
given the fact that they have committed over $780millio n for the construction of a larger
Russanreacbr. Additionally, aswith Pakistan Westem nations have dened Chna the
suppating meterial needed @ complete the fadlity.

The secad explaration deives from ard harkers tack © the hklatera ecaiomic
relationship betweenthe US. ard Chna evdert in the Most Favored Nation delzte.
During the rext 30 years, China phrs to build atleast14 nore nuclearreacbrs within the
PRC, creaing a pdentia $55 bllion nudear sdles market. U.S. companies such as
WestinghouseElectric are eagerto patticipate in this lucrative export market, espeally in
light of the fact that domestic nuclear erergy denmand has reaty disappeagd. Howewer,
U.S. pulic law requires “detailed presdertial cetificaions’ of Chinesecompliance with
nuclear export ageenerts, paticulady the gudeines d the NPT.** The Ctinese waild
getadvanced Westem nuclear tecmology while U.S. comparies enoyed a rew saurce d

long-term revenue Beijing’s September cancellation of the Iranian deal may go a long
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way in secumg these eds. In this respect implicit ecanomic undercurrents have agan

motivated cooperation in the secuity ream.

CIA Director Janes Woolsey has testified that China’s ruclearrelationshp with Iran,

Syria, ard Algena al appearto be NPT-compliant, akhough the PRakistan-PRC

connection is “of greater concern.” Still, China does not require IAEA safeguads on all

nuclearmaterials rarsferred ard it is not a member of the Nuckar Supplers Group, a 27-

member regime (which includes Russia) whose intent is to expand the NPT requirements

into duatuse muclearmaterial (memnbership in the Nuckar Supplers Group is not required

by the NPT). Continued Chinese secrecy in ballistic missile and nudear-related material

transfers will lik ely remain a concern for Western courtries and an obstacle to improving

overall relationships.

Table 2.PRC Involvement in Non-proliferation Regimes

MEMBER NON-MEMBER
NUCLEAR IAEA (1984) Nuclear Suppiers Group

Non-Proliferation Trealy | Zangger Committee

(1992)

Tlatelolco Trealy (Latin

America NFZ - 1974)

Trealy of Ramtonga (South

Pacfic NFZ - 1987)

Physical Protecion Treaty

(1990)
Agreed © adlere to

MISSILE provisions of the MTCR

without formal accessin
(Oct 1994)

CONVENTI ONAL

U.N. Arms Regster
Pem 5 Mideas Arms

* Withdrew 11/92, due at
least in pat, to U.S. 16

Trarsfer Talks* saks to Tawan
Geneva Protool, Biological | Audralia Group
CHEMICAL/BIOLOGIC | ard Chemcal Weapas

AL

Convention (199 3)
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countries agree to abide by with regards to the sdlling or transfer of systems, subsystems
or componerts of missle systenrs capale of delvering anuclearwarhead. A missle with
a range d 300 klometers (186 miles) and a payload of 500 kiograns (1100 painds) was
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Chapter 4

Explaining Chinese Poliferation

The tendercy to look at Chinese poliferation activities asderiving from some unitary
national actor enployedin cakulated assesserts of relative positioning anong a lost of
post-Cold War competitors seens duldous ard highly short-sighted. Both the foregoing
aralysis ard what follows sugges$s something nore might be afoot here—that degite the
certral government’s best intentions, structural ecaomic imperatives tat dictated
Beijing’s current economic liberalization palicies have produaed a much weakened central
government that exhibits substantial difficulty in corralling the maket forces it has
unleasled, including the saks of amrms alroad. It seers highly unlikely that the leades d a
country intent on becaning a wald powver would intentionally forego adlerence to
international agreenerts to which they are sgnatories, since eputation ard veracty are
the sne qua nonof diplomatic currency. Rater than Realst caegaies, we reed ©
explore what Graham Allison has described as bureaucratic politics and organizational
explamations of foreign padicy decsions.

Rather than deiiving from some grard geostrategic desgn, severa aralysts have
argued that Chinese weapas poliferation resuks from fragnmented, aubnomous, ard
uncooperative decsion-making cels within the FRC deénse estblishmert." Complex,

family-connected networks operate across military organizations, government ministries,
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and nominal civilian corporations. These networks can be urresponsive to admonitions
from the Ministry of Foreign Affairs (‘a nmere facade,consdered a cessy for relations
with foreign courterparts’?), who must deal with the pmotess of foreign governments.
The recen Chinese adagehéat “the certer estblishes palicies; the provinces develop
countermeasues” is likely just as apptalle to the caglomerates o the ALA. Because
ams saks catinue © provide nmuch needed brd curency to their orgarizatons (and
powerful individuds as well), these autonomous networks have little incentive to bend to
international, or eveninternal, pressue. In anexanination of the Roly Techologies’ sak
of DF-3 missles to Saudi Arala, reseachers report that when the Foreign Ministry
objectedto the sak, the issue was @semed to Derg Xiagping. When told that the sag
had produced a profit of two billion ddlars, “Deng replied, ‘bu shao’ (not little). The

matter was thereby closed, ard the ministry lost the agumert.”®

It is paticularly
instructive t note that the incidert alove siggess that both Derg ard the Foreign
Ministry only becane involved after the sle, appaently not patt of ary prior appoval
process.

Far from aniron fist of certral Communist Party rule, the ecaomic explosion in
threatens to urtether Chinese entrepeneurs from their leaders in Bejjing. Discussions with
U.S. Consulate officials in Guangzhou indicate that many Chinese wish Beljing would
increasets role in the ecanomic charges &king placein coasel ecanomic zones—Chnese
bugnessmen feel that Beijing’s relative hands-off approach has produced a degree of
ecanomic ararchy in their regions.* This loss of control appears to apply in equd measure

to the center’'s infirmity regarding the ectivities of the PLA and ddense indudries.

Although Chinese ams exports “in theary” require Foreign Ministry and State Council
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appoval, “highly placed mdividuak often presemed the shte, including the Foreign
Ministry, with faits accaonplis or simply ignored the formal procedues™ for obtaining
official appovals. Even in the aea d nuclear tecinology trarsfer, the PRC Foreign
Ministry, despite their best intentions, appears to have only limited influence over the
China Natonal Nuclear Corporation, who reportedly continued questonable nuclear
projects with Pakistan ard Iran after Chinese assances b the US that these aavities
would be halted® The lack of “willful” proliferation by the central government was cited
by Chnese officials wio claim that companes suchas he Chna Natonal Nuclear
Corporation retain a sgnificart anourt of indepeilerce © make this type of opensak, an
argunert that the Administration is considering in their respanse o the ring magnet
trarsfer.” In a smilar vein, Kenneth Lieberthal feels that the dispersal of political power
within the FRC accants for appaent violations within the ecaomic sphere regarding
intellectual propetty rights ard merket access as weds poliferation acivities®

Beijing has attempted to regan control over the unsupavised activities of the PLA
profiteess with the esséblishmert of an Arms Export Control Group wterein al major
foreign ams sadles must obtain a central government license. The extent to which this
group has been successful in reigning in organizations such as Poly must reman dubiousin
light of the suspe@d recer missle trarsfers 0 Iran ard Pakistan Moreover, to the
extent that control is “exercised at dl,” it appears that the Central Milit ary Commission,

“not the Foreign Ministry,”®

wields he nost clout in the appoval process.
The secrecy that surrounds the workings of the CPC will continue to shroud Western
aralysis ard explamations. The remarkally quick renaissarce d China asa greatpower in

world pdlitics seems to have exposed the diplomatic immaturity of the authoritarian
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leaders in Beijing as they pursue heavy-handed and counterprodudive poalicies toward
Tawan and fail to conceptudize the non-economic ramifications of indiscriminate
proliferation of weapon systems with WMD implications. Although it would be naively
apdogetc to sugges that the leadeship in Beijing is blameless and ignorant of all PRC
proliferation activities, Western observers and pdiiticians would do well to consder more
plausble aternatives b the image d China as aunitary, uncooperative trouble maker

bent on asssting rogueregimes in threaenng Westem interests.
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Chapter 5

Policy Options for the U.S.

The troublesome nature of the Chinese military build-up, nudear technology transfers,
amd ams export programs once agan leads us &ck b an examnation of power,
interdependence, and control over outcomes. Can the US prevent, or otherwise limit, the
PRC behavior in the secuty ream that it finds uraccepable? To what exent are (or
could) the anailable gptions (be) tied © ecaomic interdepemerce?

If proliferation is the top new danger to US security interests, then the irresolute US
response to Chinese proliferation activities demonstrate that a least this Administration
has substituted the “low padlitics’ of economics for the “high pdlitics’ of military security.
During the Cold War, the problem was geostrategic pditics straight from the Realist
school; in the pest-Cold War era, the imperatives d “ecanomism” ard the attendart
repercussions for domestic padlitics make economic confrontation extremely unpdatable
for a pditician interested n keepng his job. As Congressbnal Reseath Service aralyst
Shirley Kan has suggesed', US willin gness to invoke its substantial economic leverage as
pat of a strategy to charge Chnese poliferation behavior has rever been serously
pursued, despie the fact that ecaiomic sarctions have yielded a sudiantia degee of
successn obtaining atleastpublic acquescere ly Chinese deaion-makeis to U.S. non-

proliferation positions (Chinas MFN gatus was aso a factor in dealing a 199192
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Iranian effort to procure from Beijing a 25-30MW nudear research reacbr’). Because b
the aubnomous nature of the Chinee ams export operation, others sugges$ ary
committed efort to invoke sanctions would prove futile anyway.®

Unilateralism. Certainly, half- hearted unilateral attempts have been made to pursh
Chineseproliferation throughecaomic mears. Sanctions have beenimposed o targeted
indudries and companies in the PRC by both Repuldican and Democratic administrations.
However, as we have seen with the MTCR-related sanctions on satellit e and high-speed
computer equpmert, any Administration that atempts to purish China through ecanomic
means is immediately confronted by a phelanx of oppasing interest groups ranging from
powerful indudry represertatives, who are quck to mobilize “jobs’ ard “compeitiveness’
argunerts, to Pentagm officials who wish to awid alenating Chna in ackrowledgnent
of Beljjing’s influence over regional security issues (most recenly, North Korea) Even
within the Administration, officials rom the Sate ard Canmerce Depatments dten find
themseles atodds when sarctions loom.

Similarly, members of Congress find themselves less enthugastic in the degree to
which they are willing to legidate purishment of the PRC. Immediately after Tienanmen
Squae, strong suppat wasgererated for linking broad-based conditionalities to China’s
MEN renewal, including expangve non-proliferation requirements. That enthusasm has
wared as Tiemmammen fades fom memory ard Secretary of Commerce Ro Brown
announces $5 billio n dedls.* Since he eml of the Cdd War, neither the Bushnor Clinton
Administrations favored explicit ties letweenMFN and proliferation issues poth seeking

to handle these two issues in separate forums.
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Still, the legidative tool has not been forsworn as a unlateral measure; both the Arms
Export Control Act and Export Administration Act reman in effect and have been
suppkemented by the Iran-Irag Nonpraliferation Act, enacted as pat of the FY 1993
Defense bill.  This new law requires sanctions to any country transferring goods or
technology (including dualuse itens, training, ard/or information) that could be used in
the development of weampns d mass dstruction. Sanctions include suspersion of
economic and military assistance. In the summe of 1993, bills were introduced that
would exard the level of sanctions on countries deaing with Iran ard Irag to include
financial assstarce aml co-producion/dewelopment programs.” As pastexpeiierce fes
shown, US willingness to rigoroudy apply such sanctions to China as a esuk of this
meant-for-puldic-consumption legidation remans dubous

For the Clinton Administration, export control hardly seems the issue So far, the
pace & US export deregulaton has far outstripped hat of unlatera export control
measues. Following his ecanomic secuity theme aml overruling Pentagan concems
about dud-use applications, President Clinton has institutionalized a new General License
(GLX) that exensively decotrols export of telecanmunicatons equpmert ard
computers (raising the threshold a which export licenses are required to 10 hillion
thearetical operations per secand). These ew guideines ae eypeced b produce an
addtional $10 Hillio n in new computer sales.’

Not sumprisingly, Amercan bushess apmuds he rapid pace o decatrol. AT&T
edimates that the rew regulations could have a $100 milion pe year impact on its
overseas bshess. Dick Iverson, Presdert of Amerncan Electronics Assaiation, cites

“pillions of ddlars of additional exports for America's high tech companies” One
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commentator notes gleetilly that the “national secuity nerds n the Deense Deparment
and the intelligence community, worshippe's of Richard Perle's mid-1980's argunmens
that the Sviets wauld use s o target their ICBMs, are now runming for cover, having
been flushked from their impregnalde fortificaions that dae back © the 12 yas d
ReagarBushexport control idedogy.”’

More importantly, the Clinton Administration’s seems to have invoked a radical shift
in its entire policy regading missile proliferation. While condemning the PRC for M-11
trarsfers to Pakistan and Iran, Washington has appaently ageed b relax the START
treaty provisions prohibiting the export of ICBM and submarine-launched ballistic missiles
by Russia and Ukraine. These revisions will appaently allow the export of “converted SS-
24 and SS-25 mobile missiles to such courtries as China, Iran, Libya, and North Korea
without treaty safeguards” Congressional critics describe this new Administration palicy
asa “mindlessconcessbn to the Russan Federation [that] has creatd anerormous rew
threat of ballistic missile proliferation to the Third World”® If this policy survives
Congressiona and pubic scrutiny, Washington's unlateral efforts to prohibit countries
such as China from doing the same thing will undoubtedly appear hypocritical and
ultimately prove futile.

Bilateralism. Whereas US unlateral appoacltes appearanbiguous, bilateral
initiatives regarding proliferation have beenconfined © anincreasein informal, high-level
milit ary-to-military contacts. Beginning in November of 1993, military contacts between
Washington and Beijing were resumed following their prolonged freeze m the atermath of
Tienanmen Squae. Assistant Secretary of Defense Freeman's visit to Beijing resulted in

the establishment of the Defense Conversion Commission, a bilateral initiative designed to
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explore ways to convert outmoded Clinese dednse industies into money-making
domestic plants. Severa dte-survey visits to China were planned by Rentagon officials in
the wake 6 the Assbtart Secretary’s \sit.” While not paticularly significant in strictly
military terms, the Defense Conversion Commission is best characterized as a confidence-
building measure and a dgepping-stone to more concrete military cooperation.
Unfortunately, funding for the Deense Gonversion Commission ($45 millio n annudly) is
now under short-sighted atack ty China hewks in the US. Congress wlo arguethat the
money may go to continuation of the PLA military build-up.*

In the pdicy delate leadng up b the 1994 MFN decsion, influertial officesin the
Pentagon expressed concern for the future health of this emerging military relationship.
The DOD paition wasthat long-temrm, srategic interests should drive US policy towards
China ard that termination of MFN status wauld jeopardize on-going initiatives ard the
mantenance of smooth relations.  Although undeniably an issue controlled manly by
ecaomic ard pditical considerations,™* key offices n the Rentagm believe the DOD
position was quite sigrificart in the decision to renew China’s MAN status'® Similarly,
had MFN gatus not been renewed, the Air Attaché in Beiing was convinced that “we
would have had very little to da”*®

Multilateralism. Fnaly, the US may wish to rely on multilateral approaches to the
problem of Chinese weapas poliferaton. Both Presdert Clinton ard Secretary of State
Christophea have recommended a resumption of the Five Power Taks, in particular urging
Chinese pdicipation. Of course, the West would most like to see formal Chinese
accessin to the MTCR ard nore trarspaercy in its canmitment to the NPT. Chinese

suppat in the UN Secuity Council for tougher IAEA erforcenent powers would go a
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long way in demonstrating Beijing’s anti-proliferation resolve. Similarly, the nudear
powers and China's neighbors will lik ely seek China's commitment to the Nudear
Supplers Group ard the Australia Group (for chemcal ard biological weapms). Also,
many of the ron-nuclear courtries tie their suppat of non-proliferation programs to the
nuclearpowers conclusion of a Canprehensive Test BanTrealy. Receh Chinese miclear
weapas tests, conducted despie international pressue to desst, indicates hat a CTB
may prove dusve. Sll, many commentators predict Chinese acquiescence to formal
membership in these mutilateral regimes since they provide the great-power prestige long
sought by Beijing.

One final muitilateral forum for redudion of Chinese proliferation activities centers
around the follow-on regime to the now dgunct COCOM (Coordinating Committee on
Multilateral Export Controls). Originally a 17-country institution whose purpose was to
deny high techndogy to the Soviet bloc, COCOM has outlived its ussfulness in the paost-
Cold War era. Although COCOM’s target has dsappeagd, the undedying premse
remains the sane—stopping the pwoliferation of weapms am weapas techology to
courtries deerad a hreatto COCOM nember nations.**

Many of the battlesCOCOM fought were not directed atthe Sviet bear, but at each
other. Member countries dten resisted USleadeshp regarding the extent of the itens to
be banned from export to the Warsaw Pact The fractious nature of this loose coalition
was most cleaty evidert during the upoar over the Reagan Administration’'s 1982
sanctions on European firms working with the USSR on the trans-Siberian natural gas

pipeine, ard in the 1988 deacke regarding the Toshiba-Kongserg trarsfer to the Soviet
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Union of precision miling equipment, useful in the manufacture of stealthy submarine
propélers.

The history of COCOM provides no comfort for those hoping for more cohesive non-
proliferation regimes in the pcst-Cold War era. Yet negotiations have beencompleted
that craft a 21st certury replacenert, which targets a rew set of threas—the “rogue”
nations o Iran, Irag, North Korea anl Libya. COCOM’s successp tentatively caled
“The New Forum,” includesall of the members of NATO as wdl as Austia, Japan
Finlard, Switzedand, Luxembourg, Australia, Sweden New Zeahrd, the CzechRepulhic,
the Sovak Repubic, Hungary, Poland, and Russa. The new regime will be far weaker
than its predecessor: compliance will be grictly voluntary and no prior notification of an
arms-related transfer need be given to the regimeé s mambership, sharply limiting the abilit y
to appy pressue to stop a rarsacton.™

Noticealby abser from thisline-up is, of course,the Reople's Repultic of China, who
was ‘hot invited . . . because baleged eyorts d weapms to Pakistan Iran, ard other
courtries.”*® As Dr. Chris Szymanski has nated, “excluding China from the MTCR was
the big mistake of the 80’s; leaving them out of a post-COCOM regime will be the hig
mistake o the 905”!" As Dr. Szymarski ard others'® pant out, faling to enlist the
PRC's suppat as a founding member of the New Frum alarndons an oppartunity to
further American interests. Additionally, stroking the Chinese regaring the US
perception of the stature of the Chinese contribution will lik ely pay dividends in future
bilateral security issues.

Defense Partnership. A 4ill bolder approach is possible. At a recet ASEAN

Regpnal Forum in Bargkok, Foreign Minister ard Vice Remer Qian Qichen stated hat
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China adleres to the piinciple that ammaments stould only be used ér deensive purposes
ard anamns race sbuld be awerted at all costs™® The US could test this resolution
through a combination of both bilateral and mutilateral approaches. US-made, high
tecmology defensive weapaos systens for formal Chinese accessn to the MTCR ard
New Forum menbership.”® Ore pasible option would be sale of F-16 Air Defense
Fighters, a madified version of the F-16 that has no ar-to-ground capabilities, only
erhanced ai intercept feaures A breaktrough arangenert suchas his has the
potential for solidifying the Sino-US security relationship through increased ddense
industy ties, shared rgional ard global secuity goals, and a partnership based on
patticipaton rather thanrhetoric. The dovnside dees rot appearsteep—een a revisionist
approach by a hard-line, post-Deng regime would cost the US little in terms of military
balance-of-power cakulations (deivenes would undoubtedly be spread ait over sewra

years, making themsuscepble to carcelation).
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Chapter 6

Summary

What doesthe foregoing tell usalout power linkageacrossissue agas? In total, the
eviderce alove siggess that agymmetries in ecanomic interdepermlerce can rarslate into
secuity areasif governments are resdute erough to stay the cairse! Howewer, in the
age of Economism, compelling foreign governments to do one’'s bidding through the
withholding of economic benefits involves sgnificant palitical and economic costs on the
purisher as wel asthe punshed. As with the Maost Favored Naion case,threas d
economic pendlties for non-compliance with proliferation demands are subject to some of
the sane constraints, namely; intense lobbying on the pat of American busnesses hat
stard to losefrom the nvocaton of ecanomic sarttions ard the dsinclination of Congress
to commit to blunt economic instruments in the face d domesticaly-unaccepéble Chinese
economic retaliation.

This casestudy also helps reveal the damer in over-smplifying our aralysis of the
motivations ard decsion-making processesn the PRC. In attempting to apply ecaomic
levers aganst China, we slould be awae that we are targetng the interests of powerful
political elite with personal agemas ot necessaly related to the gemra welfare o
Chinese peple. The cacepion of Chinese éadeshp as a Madst monolith speaking as

one from the Zhongnarhai leadeshp campound must be replaced wih a nore pluralist
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modd. The effect of U.S. economic instruments in conditioning Chinese behavior will
lik ely be highly contingent, subject to internal pdlitical machinations within the CPC.

On the other hand, it is increasngly clear that the Sno-US ecaiomic relationship
drivesthe secuity relationship. To the exent that the UScan $rengthenecaomic ties
with the PRC, the paossibility for cooperation, if not leverage in the area of weapons
proliferation is greatly enhanced. The high pdlitics of Economism will continue to channel
outcomesin al aspect o the secuty arera. Steven Hark has dfered this assessert of
the future of proliferation issues in the age of Economism: “From NPT taks to the
GATT, from MFN gatus for China to ensuring economic sability in Russia, the future of
proliferation fundamentally depends on whether the international economic order moves
toward interdepenlerce a conflict ard autrky. Efforts suchas he Nuckar Suppiers
Group, while helpful, are holding actons that operate atthe margins in compaiison to the

"2 Likewise, the swccess b

broader course of the palitics of international economics.
efforts to curb the spead & systens aml techologies assoated wih weapms o mass
destruction is likely to hinge on the abilit y of palicy makers to develop solutions within the

broader framewark of Economism ard the ecanomics o proliferation.
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