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Abstract 

Arms transfers are a critical tool for any state’s ability to achieve foreign policy goals, influence 
security interests, and develop into an advanced economy. China’s history of dismissing 
international norms and its languid defense industry has contributed to a poor reputation as an 
arms producer. Moreover, its decision-making has often been clumsy, shortsighted and 
disconnected from a broader strategy.  

This analysis paper presents evidence demonstrating that this perception is outdated. Comparing 
China’s arms export behavior in the period from 1960-1997 to its recent record, this paper 
measures China’s development of effective arms export strategies in its foreign policy, security 
and the domestic defense industry. The author concludes that China is becoming skilled at 
implementing nuanced export policies aligned to long-term goals particularly in its approach to 
foreign interests and security, and to a lesser extent, its defense modernization.    
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Introduction 

 International arms trade is an effective instrument for governments to promote policy 
interests abroad. Although states approach the opportunities provided by arms transfers with 
individual priorities, a similar set of interests influence any government using defense trade as 
foreign policy and military strategy. For example, the United States leverages arms transfers to 
reinforce security cooperation, boost the defense of its allies and preserve its technological edge. 
On top of domestic considerations, international agreements and norms are in place to regulate 
certain transfers including nuclear, biological and chemical (NBC) weapons as well as exports of 
conventional weapons to pariah states. Developed nations consider these standards as critical 
mechanisms for ensuring stability and preventing internal repression. However, they are not 
always prioritized in practice. 

 While many Western states provide transparency and explicit guidelines for arms export 
policy, China is designing its strategy during a period when its influence in the international 
system is growing rapidly. China’s activity in the arms market has demonstrably increased, 
climbing from the world’s ninth largest arms exporter from 2005-2009 to third in 2010-2014.1 
This trend has defied U.S. expectations2 and the explanation may reveal a new strategy in 
China’s arms export practices. China continues to carry a reputation developed since the 1980s 
for making arms transfers for political reasons and undervaluing arms control norms. A few 
egregious instances, including providing technical assistance for developing nuclear technology, 
has given the U.S. reason to view China’s export activities as threatening to global security.3 The 
emergence of China as an economic and military power, however, is reshaping its calculus in the 
arms trade.  

This paper will examine China’s behavior in the arms market with particular emphasis on 
describing its evolution over the last decade. The focus is identifying its strategy and assessing 
its ability to use the arms trade to achieve foreign policy objectives, influence security interests 
and promote defense modernization. While international agreements play an important role in 
this arena, the purpose of this paper is not to measure China’s compliance with these norms or 
evaluate its record as an arms producer. In fact, navigating these conventions while still being 
able to pursue arms exports in the national interest is considered a sign of nuanced strategy. 
Moreover, China’s reputation for indiscriminate arms sales is becoming outdated. Instead, China 
is making calculations that reflect a growing stake in the international system. The evidence 
provided by China’s use of arms transfers to achieve foreign policy goals displays increasing 
sophistication and calculation in this arena. However, its arms exports strategy to promote 
security interests and defense modernization display a mixed record of effectiveness.       

Overview of Arms Transfer Policy Options 

To understand China’s arms export strategy, it is helpful to outline the competing 
incentives present in the arms trade. First, much of the behavior in the arms export markets can 
                                                
1 Clover, Charles. "Chinese Arms Sales Surge 143% in 5 Years." Financial Times. 16 Mar. 2015. Web. 1 Dec. 2015. 
2 Medeiros, Evan, and Bates Gill. "Chinese Arms Exports: Policy, Players and Process." Strategic Studies Institute. 
www.fas.org. (2000). Pg. viii. 
3 Byman, Daniel, and Roger Cliff. China's Arms Sales: Motivations and Implications. Santa Monica, CA: RAND, 
1999. 
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be explained by the influences of classic economics. Although the customers are often 
governments, supply and demand play significant roles. Unlike other markets, however, demand 
is determined by defense budgets and threat perception. Governments may disregard costs in 
exceptional circumstances, but market factors drive the bulk of defense trade. Domestic 
economic considerations apply as well. Democratic governments are often incentivized to 
preserve the defense industry because it supports high-tech, high paying jobs. The Chinese 
Communist Party (CCP) may not feel a comparable pressure from its people, but this industry is 
critical for promoting innovation in its economy.  

 Secondly, arms transfers can affect the diplomatic and military relationships between 
states. Transferring arms to a government can signal long term security cooperation with the 
state or simply be a maneuver to antagonize the customer’s enemies. Allies benefit from sharing 
military equipment. Militaries strengthen their ability to perform joint operations when their 
capabilities are comparable and their systems are compatible. Furthermore, exports of military 
technology such as missile defense systems can allow a state to project power and provide 
defense in areas where it does not control territory. Other useful objectives of the arms trade 
include building capacity to fight terrorism and gaining support for other foreign policy goals. 

Thirdly, for domestic security, states often explicitly value a strong defense industrial 
base. China adheres less strictly to this principle of self-reliance than it once did, but it still 
makes considerable effort to fulfill its military requirements domestically.4 A country must 
accept the risk of relying on foreign providers of defense equipment during conflict if it allows 
its domestic defense industry to disappear. Because of this, governments to varying degrees 
promote their defense products in foreign markets. This supports the health and growth of the 
domestic defense industry especially in cases when the national defense budget is constrained. 
States must also consider restricting the export of sensitive technologies and capabilities to 
prevent certain customers from achieving military advantages. 

Background on Chinese Arms Transfers 

Arms Export Strategy from 1960 through the 1990’s 

During the 1960s and early 1970s, China’s economy was closed and the CCP tightly 
controlled all trade. This resulted in a relatively5 small volume of arms exports that cannot be 
connected to any deliberate policy objectives. China often claimed during this period that it 
“should never be a merchant of death” but in reality it hardly considered participating in the 
international defense market.6 Nevertheless, China did make notable arms transfers to 
governments in the developing world during this decade including Angola, Congo, Sierra Leone, 
Sudan, Tanzania, and Zaire (now the Democratic Republic of the Congo). The objective of these 
sales was not financial gain but support for revolutionary ideologies. There were also examples 
of transfers for security purposes. After the Sino-Soviet split, China transferred arms to Albania, 

                                                
4 Evan S. Medeiros, Roger Cliff, Keith Crane, and James Mulvenon, A New Direction for China’s Defense Industry, 
(Santa Monica: Rand Corporation, 2005). Pg. 3. 
5 Relative to the Chinese economy and global arms trade. 
6 "The Evolution of EU and Chinese Arms Export Controls." The China Arms Control and Disarmament 
Association (2012) pg. 10. 
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North Korea and Pakistan to limit Soviet influence over its allies.7 While this demonstrates the 
application of arms transfers in foreign policy, this military aid applied straightforward 
calculations that did not have to balance complex and competing interests. 

In the late 1970s, Deng Xiaoping began implementation of the “Four Modernizations” 
that reformed the planned economy and exposed its defense industry to new incentives. Deng did 
not prioritize military acquisition and the defense industry was encouraged to diversify its 
products or compensate by selling to foreign customers. The quick transition resulted in clumsy 
decision-making that persisted in Chinese arms export policy until the late 1990s.8 Ideological 
arms transfers to Africa declined but new customers in Asia, particularly the Middle East, 
supported growth for many Chinese defense companies. China supplied to both sides in the Iran-
Iraq War, Saudi Arabia and Egypt, as well as developing significant arms trade relationships 
with Bangladesh, Myanmar, Thailand and North Korea. Many of these countries did not even 
have diplomatic ties with Beijing. Prior to this period, most of China’s arms exports were small 
arms and light weapons (SALW). However, following Deng’s reforms, exports of large military 
platforms and missile systems became significant.9 PLA leadership took advantage of the 
opportunity provided by the government and used these sales to fund the organization as well as 
build the personal wealth of its leaders. These transfers troubled the U.S. because the customers 
were often antagonistic governments. Even more concerning to the West was China’s 
willingness to provide NBC-related technology and technical assistance to Pakistan, Iran and 
Algeria.10  

 China’s exports to these countries created relationships that persisted into the 1990s. 
China’s volume of arms exports during this decade, however, plummeted overall. The end of the 
Cold War contributed to the decline, but preference for Western equipment in the Middle East 
caused China to lose some of these customers. Other defense relationships, such as Pakistan and 
Bangladesh, continued to be strong.11 China’s assistance to foreign missile programs became 
strained, particularly with Iran, as the U.S. actively pressured Beijing to desist. The U.S. efforts 
succeeded and China suspended its activities with Iran in 1997.12 China began to recognize that 
its pragmatic – but ultimately uncoordinated and short-sighted – arms export practices also 
carried costs. Furthermore, China realized the unintended consequences of arms transfers, such 
as its ties to Pakistan, could be directed to achieve deliberate outcomes. Whether a result of 
cost/benefit analysis or a genuine acceptance of international norms, by the end of the 1990s, 
Beijing appeared to be more committed to following international standards and establishing 
clear export controls.     

                                                
7 Byman, Daniel, and Roger Cliff. China's Arms Sales: Motivations and Implications. Santa Monica, CA: RAND, 
1999. Pg. 3 
8 Evan S. Medeiros, Roger Cliff, Keith Crane, and James Mulvenon, A New Direction for China’s Defense Industry, 
(Santa Monica: Rand Corporation, 2005). Pgs. 5-7 
9 Medeiros, Evan, and Bates Gill. "Chinese Arms Exports: Policy, Players and Process." Strategic Studies Institute. 
www.fas.org. (2000). Pgs. 1-2. 
10 Byman, Daniel, and Roger Cliff. China's Arms Sales: Motivations and Implications. Santa Monica, CA: RAND, 
1999. Pgs. 4-5. 
11 Evan S. Medeiros, Roger Cliff, Keith Crane, and James Mulvenon, A New Direction for China’s Defense 
Industry, (Santa Monica: Rand Corporation, 2005). Pg. 6. 
12 Byman, Daniel, and Roger Cliff. China's Arms Sales: Motivations and Implications. Santa Monica, CA: RAND, 
1999. Pg. 8 
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Structure of China’s Defense Industry and Export Control System 

 The structure of the Chinese defense industry and arms controls are too complex to be 
given a fair summary in this paper, but a few key features are helpful for conceptualizing China’s 
arms transfer behavior. First, China has heavily prioritized domestic defense production since the 
1960s. In the early 1990s, it began supplementing this strategy with procurement of foreign 
technology, particularly from Russia. Chinese defense products had developed a reputation for 
poor quality and acquiring Russian alternatives accelerated China’s technical competencies. The 
strategy improved domestic production capabilities but limited Chinese innovation to the fringes 
of military technology. China’s military modernization is aggressively addressing this weakness. 
Secondly, China’s major defense companies are state-owned enterprises. Until the 1990’s, PLA 
leadership controlled these businesses for its own profit. Following this change, China 
introduced elements of competition for its defense companies at both the prime and 
subcontractor level. Although many fundamental flaws persist in China’s defense industry, 
historical weaknesses are becoming less relevant.13 

 At the end of the 1990s, China transitioned from administrative discretion for arms export 
control to a system of laws and regulations. The system defines specific licensing procedures, 
relevant authorities and enforcement mechanisms. China’s arms export controls are guided by 
three overarching principles: reinforce the self-defense capabilities of the recipient country; do 
not injure the peace, security and stability of the region concerned and the world as a whole; and 
do not interfere in the internal affairs of the recipient country. The PLA’s General Armaments 
Department and the State Administration of Science, Technology and Industry of National 
Defense (SASTIND) are responsible for evaluating export license applications and issuing 
licenses. A catalogue with 14 categories of military equipment defines the export-controlled 
items and the Ministry of Commerce supplements this with dual-use technology. Over the course 
of an arms deal, from development to delivery, many different organizations are able to facilitate 
or obstruct its success.14 The system is comprehensive and hedges against incompetency at any 
one level. The Chinese government threatens violators of these regulations with harsh 
punishment. Prosecutions, however, are rare compared to suspected incidents suggesting 
enforcement is either ineffective or indifferent.15         

China’s Arms Export Strategy 

 The Cold War and economic development goals of China allowed U.S. observers to 
explain China’s arms export behavior through the 1990s even though policies were not clearly 
defined. The improved transparency resulting from the implementation of export controls and a 
licensing system should have facilitated further clarity. Nevertheless, the resurgence of Chinese 
arms exports since the early 2000s has been surprising. Growing demand and improvements in 
China’s defense industry have contributed to this trend. The key questions are to what extent 

                                                
13 Evan S. Medeiros, Roger Cliff, Keith Crane, and James Mulvenon, A New Direction for China’s Defense 
Industry, (Santa Monica: Rand Corporation, 2005). Pgs. 5-7. 
14 Medeiros, Evan, and Bates Gill. "Chinese Arms Exports: Policy, Players and Process." Strategic Studies Institute. 
www.fas.org. (2000). Pgs. 15-18. 
15 Bromley, Mark, and Mathieu Duchatel. China's Exports of Small Arms and Light Weapons. Policy Paper N. 38. 
Stockholm International Peace Research Institute, 2013. p. 33. 
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Chinese export policy is encouraging this growth and whether China can leverage defense 
transfers to effectively support foreign policy interests, security strategy and economic goals. For 
the purpose of this paper, China’s interests are generalized into several key principles. First, 
China prioritizes economic development and advancing its technological capabilities. Secondly, 
China aims to supplant the U.S. as the regional hegemon and make the rules for state behavior in 
the Asia-Pacific (emphasis on Taiwan). China is also seeking to develop new relationships 
globally, especially regions with relatively less American influence such as in Africa, for both 
economic and political benefits.16 The following sections outline the evidence demonstrating 
China’s progress away from the clumsy decision-making of previous decades towards deliberate 
actions that advance these goals. While issues persist, modern Chinese arms transfer strategy 
exhibits increased patience for achieving long-term goals across competing interests.      

Arms Transfers in Foreign Policy 

 In previous decades, China’s arms transfer activities served narrow foreign policy goals. 
The Cold War simplified policy choices. China was less concerned with balancing arms transfers 
with other interests or strategically addressing international expectations.17 China’s strategy has 
become more nuanced as its influence has increased. While certain actions can help describe its 
improved navigation of international arms trade, its ability to manage criticism is also an 
insightful measure for China’s development in this domain. 

     At the end of the 1990s, China embraced non-proliferation regimes by signing the 
Treaty of Nonproliferation of Nuclear Weapons (NPT), Comprehensive Nuclear Test-Ban 
Treaty, Chemical Weapons Convention, and Biological Weapons Convention. China also 
became a member of the Zangger Committee and Nuclear Suppliers Group (NSG). Furthermore, 
it aligned its export controls to the Wassenaar Arrangement and Missile Technology Control 
Regime (MTCR) even though it has not been admitted to these organizations.18 China had 
previously dismissed these conventions as tools of Western influence. While China still pushes 
back in certain areas, these gestures place its defense transfers in a different context. For 
example, China’s construction of a nuclear reactor in Pakistan in 2004 deflected criticism in part 
because China had embraced IAEA safeguards. The same year, the U.S. placed sanctions on 
China North Industries Corp. (NORINCO) and China Great Wall Industry Corp. for transferring 
missile-related technology to Iran.19 However, unlike transfers to Iran in the 1990s, China can 
point to its export controls. This strategy allows these exports to be explained by incompetence 
or isolated corruption rather than intent. Whether or not intent existed, China’s participation in 
international institutions allows it to reframe its behavior and become more agile in using arms 
transfers to achieve foreign policy objectives. 

   China has improved its ability to invoke international conventions to support arms 
transfers. In 2008, China demonstrated this willingness to quickly align with conventions and 

                                                
16 Norton, Simon. "China's Grand Strategy." University of Sydney’s China Studies Center (2015) 
17 Byman, Daniel, and Roger Cliff. China's Arms Sales: Motivations and Implications. Santa Monica, CA: RAND, 
1999. Pg. 3. 
18 "The Evolution of EU and Chinese Arms Export Controls." The China Arms Control and Disarmament 
Association (2012). Pg.10. 
19 Srivastava, Anupam. "China's Export Controls: Can Beijing's Actions Match Its Words?" Arms Control Today. 
ACA, 11 Nov. 2005. Web. 8 Dec. 2015. 
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deflect criticism. A Chinese ship, the An Yue Jiang, was placed under international scrutiny for 
its scheduled delivery of SALW to Zimbabwe. South African dock workers refused to unload the 
ship. The Chinese Foreign Ministry announced the ship was returning to China because 
Zimbabwe failed to receive it. Suspicions arose that the deliveries were eventually made 
covertly, but it demonstrates China’s willingness to publicly concede despite the legitimacy of 
the sale. Beijing defended itself claiming that it did not allow any transfers that violated United 
Nations (UN) sanctions. However, as a member of the UN Security Council, China vetoed 
proposed sanctions on arms transfers to Zimbabwe the same year.20 This example highlights how 
China’s strategy has evolved to address both international convention and its own interests. 
China’s activities in Sudan provide another example of this approach. In 2013, NORINCO 
signed contracts worth USD46.8 million in arms, including guided missile systems, to the South 
Sudanese government. Following the outbreak of war, the UN and other observers began 
investigating China’s role. Despite the scrutiny, China’s presence in South Sudan positioned it to 
participate in the conflict’s mediation. China committed 800 soldiers to the UN peacekeeping 
mission and claimed the commitment was “the responsibility and duty of a responsible power 
and not because of China’s own interests.”21 China almost certainly did not intend to create 
instability, but it effectively leveraged this outcome to assert more influence rather than 
relinquish it. 

 During the Cold War, China used arms transfers to limit the Soviet Union’s ability to 
influence China’s allies. More recently, China is shaping countries’ policies to reflect its interests 
rather than merely obstructing the influence of others. China’s largest defense customers are 
consistently Pakistan, Bangladesh and Myanmar. Sri Lanka, Cambodia, Egypt and Sudan have 
also received regular arms transfers and military aid. These sales include large military platforms 
such as the F-7 fighter aircraft, Type 041 diesel-electric submarines and C-802 anti-ship missiles 
for the JF-17 fighter.22 These countries also represent key components of the “string of pearls” 
strategy to secure sea lines of communication from China’s mainland to the Port of Sudan. This 
route is critical to China as it depends heavily on imported oil from Africa.23 While China may 
use arms transfers to bargain for specific concessions, it establishes China’s presence and 
promotes solidarity with these countries.  

It is possible that the “string of pearls” strategy is being attributed because of the 
accidental convergence of China’s historical relationships. It is true that ties to Pakistan, 
Bangladesh, Cambodia and others appear to have materialized from China being a “supplier of 
last resort” and security issues of earlier decades.24 However, the revitalization of arms exports to 
these countries suggests that China recognizes new opportunities in these relationships. Mutual 
distrust of India certainly ties together China, Pakistan and Bangladesh. The willingness to 
provide military aid to Sri Lanka cannot easily be defended on purely economic grounds and 

                                                
20 Hanauer, Larry, and Lyle J. Morris. Chinese Engagement in Africa: Drivers, Reactions, and Implications for U.S. 
Policy. RAND, 2014. Pgs. 40-41. 
21 Clifford, Edward. "An Export to Arms: Is China’s Weapons Trade as Menacing as It Seems?" Brown Political 
Review. Brown Political Review, 6 Nov. 2015. Web. 10 Dec. 2015. 
22 SIPRI Arms Transfer Database. Stockholm International Peace Research Institute, 2015. Accessed: December 2, 
2015. http://www.sipri.org/databases/armstransfers/armstransfers 
23 Marantidou, Virginia. "Revisiting China's String of Pearls Strategy." Issues and Insights 14.7 (2014). pp. 6-9. 
24 Medeiros, Evan, and Bates Gill. "Chinese Arms Exports: Policy, Players and Process." Strategic Studies Institute. 
www.fas.org. (2000). Pg. 4 
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supports the idea that China has clear objectives for this territory. In 2014, Sri Lanka hosted 
Chinese submarines and other customers of China will likely provide similar services in the 
future.25 China is displaying the ability to apply arms export strategies across this region to 
achieve long-term goals. Each particular transfer may not advance a specific objective. Taken 
together, it suggests a coordinated strategy rather than shortsighted decision-making with 
conflicting outcomes.  

China’s arms transfers to Iran in the 1990s are often explained as a project to assure 
access to oil.26 This may be true, but because imported oil is vital to China, its decision to 
dissolve this partnership may not be entirely explained by U.S. pressure. The U.S. argued that 
China’s arms exports Iran were a destabilizing force that in reality increased the risk to China’s 
oil supply. It is possible that China saw merit in this position, but this is not the only proposed 
connection between its arms exports and natural resources. Chinese engagement with African 
governments highlights this perception. Arms exports to Zimbabwe, Sudan, Tanzania and 
Zambia (as well as alleged illicit transfers to Libya) all follow its interests in natural resources. 
China has multibillion dollar oil extraction projects in Libya and Sudan. Zambia is the third 
largest producer of copper and China is the largest importer. Tanzania provides access to 
landlocked states that contain important minerals. Some observers imply the weapons-for-
resources strategy is self-evident.27 In reality, China’s strategy is not so crude.  

The “Go Out” initiative released in 2000 encouraged Chinese investment abroad. China’s 
investment in African infrastructure explains its successful penetration of the market more 
effectively than a willingness to supply cheap weapons. China has obstructed UN efforts to 
investigate Chinese SALW in Africa but this alone does not suggest arms trafficking is being 
used as a policy tool.28 Studies demonstrate that there is no correlation between China’s arms 
exports to these countries and its Foreign Direct Investment (FDI). Similarly, no correlation 
appears between arms exports and the presence of vital natural resources.29 China’s arms exports 
to Africa reach many customers and cannot be reduced to a strategy of resource extraction. 
China’s anti-piracy operations in the Gulf of Aden are supported by access to Tanzanian ports. 
Zambia has been a consistent supporter of Beijing’s “One China” policy.30 Because China offers 
cheaper low-tech military equipment that Western states cannot provide, much of China’s 
exports can be explained by price.31 In terms of China’s strategy, training may be China’s most 
influential export to the region. The PLA has attachés in one third of African states and conducts 

                                                
25 Aneez, Shihar. "Chinese Submarine Docks in Sri Lanka despite Indian Concerns." Reuters India. 2 Nov. 2014. 
Web. 14 Dec. 2015. 
26 Byman, Daniel, and Roger Cliff. China's Arms Sales: Motivations and Implications. Santa Monica, CA: RAND, 
1999. Pg.11 
27 Rhodes, Delton. "Economic vs. Ideological Interests: Examining Chinese Arms Exports and Aid." University of 
Mississippi (2015). p. 25 
28 Hanauer, Larry, and Lyle J. Morris. Chinese Engagement in Africa: Drivers, Reactions, and Implications for U.S. 
Policy. RAND, 2014. Pgs. 40-41 
29 Rhodes, Delton. "Economic vs. Ideological Interests: Examining Chinese Arms Exports and Aid." University of 
Mississippi (2015).  See also: Hanauer, Larry, and Lyle J. Morris. Chinese Engagement in Africa: Drivers, 
Reactions, and Implications for U.S. Policy. RAND, 2014. 
30 Byman, Daniel, and Roger Cliff. China's Arms Sales: Motivations and Implications. Santa Monica, CA: RAND, 
1999. Pg. 3 
31 Caldwell, Mark. "SIPRI: 'China's Arms Trade with Africa at times Questionable'" DW.COM. 16 Mar. 2015. Web. 
13 Dec. 2015. 
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frequent officer exchanges. The PLA Navy has also performed training exercises with Nigeria 
and Cape Verde.32 China’s current arms export practices value long-term foreign policy 
objectives that do not serve a singular purpose. 

China is making similar arms transfers to Latin American governments, but this has not 
received the same suspicion as its sales to Africa. The U.S. monitors these activities but China 
has been able to develop its presence without causing apprehension. China provided Venezuela 
with K-8 military trainer aircraft, air defense radar and command and control systems. Argentina, 
Peru, Ecuador and Bolivia have also become customers. The market for defense products is 
much larger in South America than Africa, but its interests are broader. China has used these 
arms exports to facilitate military ties with its customers. This indicates that China does not have 
a short-term or thin vision for its military presence in the region. China has initiated regular 
military exchanges with these governments and in 2010, performed its first joint military 
exercise in South America.33 These events in themselves are insignificant but taken together 
signal that China’s arms transfers may expedite its rising global influence.              

Arms Transfers in Security Policy 

 Arms transfers in foreign policy and security strategy sometimes overlap, but security 
strategy has a critical distinction. Arms transfers for security purposes are intended to manage a 
threat rather than advancing economic or political interests. In the 1970s, China used arms 
exports to balance against the Soviet Union, but its contemporary objectives are more 
challenging to accomplish. China is using arms exports to preserve its security interests in vital 
regions, but it has not achieved any meaningful gains. Considering the status quo in East and 
Southeast Asia, the potential for China to use arms exports to improve its position is thin. 
However, China’s arms exports behavior in terms of security goals appears to value patience and 
focus on limited goals. 

 China’s external threat perceptions are guided by the posture of the U.S. and its allies as 
well as disputes with India and other smaller powers. China has been most successful in 
maintaining its advantages over India through arms transfers. Pakistan received 41 percent of 
China’s total arms exports from 2010 to 2014. Bangladesh received roughly 14 percent. China 
does not have significant competition in these markets and its growing defense budget allows it 
to offer equipment at affordable (if not free) rates. Exports of more advanced fighters, ships and 
missiles will concern India, but China’s relationship with these customers has normalized. China 
is likely to prioritize its support of these countries through arms exports as it provides a reliable 
hedge against potential threats from India.  

Myanmar also received nearly 14 percent of China’s total arms exports since 2010.34 
However, this may not provide the stability or influence China may expect from its neighbor. 
Internal conflict in Myanmar in 2009 created instability on the Chinese border. China insisted the 

                                                
32 Hanauer, Larry, and Lyle J. Morris. Chinese Engagement in Africa: Drivers, Reactions, and Implications for U.S. 
Policy. RAND, 2014. Pg. 43 
33 Ellis, Evan. "China-Latin America Military Engagement: Goodwill, Good Business and Strategic Position." 
Strategic Studies Institute (2011). Pgs. 20-22. 
34 Clover, Charles. "Chinese Arms Sales Surge 143% in 5 Years." Financial Times. 16 Mar. 2015. Web. 1 Dec. 
2015. 
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situation be resolved, but the Burmese government appeared to prioritize its domestic interests.35 
China continues to provide Myanmar with military aid to maintain this relationship regardless of 
its ability to dictate the government’s behavior. 

 Washington’s influence over China’s neighbors remains well-ahead of Beijing. Of all the 
countries with which it shares border, China has made arms transfers to only Myanmar and Laos 
since 1996. In the broader region, Thailand, Cambodia and Indonesia have purchased Chinese 
defense equipment, but this is minimal compared to the size of the market. The U.S. remains the 
preferred supplier with European countries (including Russia) building a presence. The disparity 
is not surprising given the extent of U.S. security cooperation in Asia and the poor quality of 
Chinese technology. Furthermore, China itself will be reluctant to provide arms to a government 
that views Beijing as a threat. This distrust, despite the deep trade relationships, highlights the 
region’s security paradox. Using arms transfers to improve the situation may be counterintuitive. 
However, if China’s long-term goal is decreasing U.S. presence and weakening the support of 
the U.S.’ allies, a comprehensive strategy will likely include judicious arms transfers.36 Although 
Thailand is not a close ally of the U.S., its proposed purchase of Chinese submarines is an early 
indication that China can strengthen its position through arms transfers. 

Arms Transfers and Military Modernization 

 The recent growth in China’s arms exports might easily be attributed to its export-based 
economy and reputation for underappreciating normative restrictions. However, the 
promulgation of firm export controls presumes a more cautious approach rather than less. Along 
with these controls, China has instituted reforms that acknowledge its defense industry’s 
weaknesses. The organizational issues of China’s defense industry are well-documented.37 As 
state-owned enterprises, incentives often do not align with stated goals and innovation cannot be 
directed from government leaders. Competition is limited especially for larger platforms. Recent 
reports have reduced the emphasis on weaknesses and recognized some improvements.38 China 
still struggles to develop advanced electronic systems (like command and control and 
communications technology) and propulsion systems. Its missile programs, however, have made 
noteworthy achievements such as the DF-21 anti-carrier cruise missile.39 Overall, China is still 
significantly behind the U.S. in terms of technological sophistication, but the industry is not 
entirely stagnant. Through procurement of foreign technology and domestic reforms, the PLA’s 
modernization efforts are beginning to see positive results. That being said, China’s arms exports 
policies have only contributed to progress in isolated areas. China’s effort to encourage joint 
development40 between the military and civilian sectors as well as foreign partners has allowed 
                                                
35 Jagan, Larry. "Border War Rattles China-Myanmar Ties." Asia Times Online. 1 Sept. 2009. Web. 12 Dec. 2015. 
36 Simon, Sheldon W. China, the United States, and Southeast Asia: Contending Perspectives on Politics, Security, 
and Economics. New York: Routledge, 2008 
37 Evan S. Medeiros, Roger Cliff, Keith Crane, and James Mulvenon, A New Direction for China’s Defense 
Industry, (Santa Monica: Rand Corporation, 2005). 
38 Cordesman, Anthony H., and Aaron Lin. Chinese Strategy and Military Power in 2014: Chinese, Japanese, 
Korean, Taiwanese and US Perspectives. Washington: Center for Strategic and International Studies, 2014; see also 
Godemont, Francois. "The Reform of China's Defense Economy." European Council on Foreign Relations (2013).  
39 Grevatt, John. "China's Defence Industry: Good but Could Do Better." CNN. September 4, 2015. Accessed April 
04, 2016. http://www.cnn.com/2015/09/04/asia/china-military-parade-analysis/. 
40 It is important note that technology transfers are arms exports. In fact, the transfer of technical know-how and 
manufacturing techniques are often more desirable than the equipment itself. For example, Japan’s complete 
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the PLA to take advantage of arms transfer opportunities but the initiative continues to fall short 
of expectations.41 Furthermore, because China’s arm exports are most successful in markets with 
little competition, its defense industry continues to avoid market incentives.   

 A key element of China’s defense modernization is creating mechanisms for joint 
development and production between the military and civilian industries. Commercial Chinese 
companies have more opportunity to engage foreign markets and access dual-use goods. The 
goal of this policy was to stimulate development internally, but it has leveraged commercial 
export opportunities for the benefit of China’s military modernization. For example, the China 
Aviation Industrial Organization (CAIC) collaborated with Embraer, Brazil’s largest aerospace 
and defense company, to produce the ERJ-145 business jet. China also is working with 
Venezuelan industry to develop remote-sensing satellite technology.42 These agreements 
demonstrate the range of export activities that can benefit the PLA. It bears mentioning that 
China’s flagrant reliance on economic espionage seems to expose the underachievement of its 
technology transfer strategy. Despite the use of espionage demonstrating Chinese shortcomings, 
the practice has been highly successful in acquiring controlled dual-use items. Joint commercial 
ventures and development projects as well as academic exchanges have also yielded access to 
sensitive technology. These include technical data, weapons-grade carbon fiber and radiation-
hardened programmable semiconductors.43 

 In recent years, Russia and China have discussed joint development programs for large 
military platforms. These range from producing a modern variant of Russia’s M-26 helicopter to 
the more ambitious (and speculative) project of developing an aircraft carrier.44 China is an 
essential customer for Russia’s defense industry, but Moscow must balance Beijing’s demand for 
technology transfer and maintaining its technical edge.45 China cannot offer Russia equivalent 
leaps in military technology but the ability to perform joint production is a valuable skill in the 
international arms trade. Integrating foreign technology and production processes into domestic 
infrastructure is challenging. China developed the JF-17 fighter aircraft with Pakistan in the late 
1990s and this served as an important project to build Chinese capacity.46 China’s aerospace 
sector used this experience to facilitate its transfers to Venezuela and Brazil. While its activities 
in this form of arms exports remains small, applying this strategy may increase its ability to 
succeed in more competitive markets. 

                                                                                                                                                       
restriction on arms exports prevented it from sharing certain expertise with the United States. Japan could not be a 
partner on the F-35 fighter program because of this restriction. 
41 Grevatt, John. "China's Defence Industry: Good but Could Do Better." CNN. September 4, 2015. Accessed April 
04, 2016. http://www.cnn.com/2015/09/04/asia/china-military-parade-analysis/. 
42 Ellis, Evan. "China-Latin America Military Engagement: Goodwill, Good Business and Strategic Position." 
Strategic Studies Institute (2011). Pgs. 24-27 
43 Cordesman, Anthony H., and Aaron Lin. Chinese Strategy and Military Power in 2014: Chinese, Japanese, 
Korean, Taiwanese and US Perspectives. Washington: Center for Strategic and International Studies, 2014 Ch. Role 
of Arms Exports. 
44 Kazianis, Harry. "Russia and China: Planning to Build Aircraft Carriers Together?" The National Interest. 
National Interest, 28 Aug. 2015. Web. 9 Dec. 2015. 
45 Dominguez, Gabriel. "Why Russia Needs China to Buy Its Weapons | Asia | DW.COM | 24.11.2015." DW.COM. 
24 Nov. 2015. Web. 10 Dec. 2015 
46 "Pakistan Chinas JF-17 Fighter Program." Defense Industry Daily RSS News. 24 Nov. 2015. Web. 6 Dec. 2015. 
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 Chinese defense companies are already displaying limited interest in developed markets. 
In 2013, Turkey selected China Precision Machinery Import-Export Corp’s (CPMIEC) to fulfill 
its requirement for a surface-to-air missile (SAM) defense system. The contract would include 
deliveries of the FD-2000 SAM with collaborative production.47 The U.S. and NATO eventually 
killed the deal, but China showed it was closing in on Western defense markets. In June 2015, 
Thailand announced a roughly 1 billion USD acquisition of three Chinese submarines.48 The 
U.S. was concerned by this decision as well and may yet obstruct its completion. While not as 
blatantly troubling as arms exports to NATO members, the selection signaled that Chinese arms 
exports can stimulate its defense industry. Finally, this exposure to competition has likely 
advanced the PLA’s missile technology. CAIC’s commercial space launch business is active in 
foreign markets and has had to improve reliability and quality. The advanced technology in these 
products can be incorporated into the PLA’s DF-4, DF-5 and DF-21 missile systems.49 Although 
China has not been able to leverage the export market to improve quality across the defense 
industry, these examples suggest it may become a priority in the near future.  

 The only explicit benefit to China’s military modernization offered by export policies is 
unloading outdated equipment. China’s plan emphasizes its transition to a smaller, more agile 
and sophisticated military force. China has used arms sales and military aid to transfer its legacy 
equipment to mostly African customers. This provided revenue for the defense industry but also 
increased pressure to deliver replacements to the PLA.50 These initiatives do not represent 
sophisticated arms export strategy but demonstrates its connection to broader objectives. 

Conversely, China’s arms export strategy may be impeding its military modernization in 
other respects. The EU introduced the arms embargo on China because of the human rights 
abuses at Tiananmen Square. The embargo tenuously persists in part due to concerns about the 
risk of proliferation. Even if China’s arms exports to questionable regimes are legitimate, it 
provides justification for the U.S.’ support of the embargo. However, EU members’ freedom to 
interpret the embargo domestically as well as Israel’s transfers of sensitive technology has 
reduced the costs to China. It is unlikely China accepts any connection between these two issues, 
but its arms exports strategy may need to account for this position to increase its access to 
Western technology.   

Conclusion 

 China has clearly integrated arms export activities into its strategy for becoming a global 
power. Its uses this instrument to achieve goals in foreign policy, national security and to a lesser 
extent defense modernization. Its ability to connect these objectives with other interests marks a 
noticeable improvement from its short-term decision-making in previous decades. Furthermore, 
China’s participation in international institutions and arms trade regimes has not inhibited its 
application of arms transfers to influence desired outcomes. China’s dismissal of international 

                                                
47 Toksabay, Ece. "U.S.-sanctioned Chinese Firm Wins Turkey Missile Defense System Tender." Reuters. Thomson 
Reuters, 26 Sept. 2013. Web. 8 Dec. 2015. 
48 Parameswaran, Prashanth. "Is China's New Submarine Deal with Thailand Now in Peril?" The Diplomat. 16 July 
2015. Web. 13 Dec. 2015. 
49 Evan S. Medeiros, Roger Cliff, Keith Crane, and James Mulvenon, A New Direction for China’s Defense 
Industry, (Santa Monica: Rand Corporation, 2005). Pg. 69 
50 Ibid. Pg. 27. 
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norms is not as brazen it had been in the 1990’s, but it is still willing to operate on minimum 
standards. Moreover, China has used its position in international institutions to shape standards 
that reflect its interests. Within its region and in terms of military modernization, China has not 
received all the benefits that a calculated arms export strategy can offer. However, this paper 
suggests that China’s arms exports strategy is gradually advancing its interests and taking 
advantage of new opportunities as they present themselves.         
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