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and still continuing today, the Chinese leaderthe only group with a solid grasp on both strategic and
ship has been carrying out an extensive restrud¢echnical aspects of the subject. This uniqueness has
turing of the country’s military and government bureau+nade the group an influential player in China’s nuclear
cracies, and the administration of its defense industriesarms control and nonproliferation decisionmaking pro-
Caught in these changes are the organizations assocess.
ated with China’s “nuclear establishment.” The termis .o community has performed important roles in re-

_used in _th's paper to capture all organlzanons engag%%m years. Experts from the military sector participated
in work involving nuclear t_echnolog|e§, such as weapp, negotiations on the Comprehensive Nuclear-Test-Ban
ons developrnent, material production, commeruaheaty (CTBT). The civilian sector has been tasked to
power generation, etc. implement China’s recent commitments to nonprolif-

The establishment grew out of the original nucleaeration. But despite their contributions, the overall arms
weapons program. With the advent of economic refornsontrol and nonproliferation communities were for
in 1979, it has since split into two nominal sectors: mili-many years disjointed and lacking cohesiveness. This
tary and civilian. Prior to restructuring, key organiza-was caused, to a large degree, by the historical develop-
tions in the military sector were the Commission orment of the nuclear establishment, and the stove-piped
Science, Technology, and Industry on National Defenseature of Chinese organizations (meaning they are
(COSTIND) and the nuclear weapons research laborgightly integrated vertically but highly autonomous from
tories under its control. Representing the civilian sectonther organizations). Furthermore, the intermixing of
were the China National Nuclear Corporation (CNNC)government and commercial functions in the civilian
and its research laboratories. nuclear sector tended to promote a regulatory approach
d:[hat relied more on good faith than on setting compre-
Ensive guidelines for enforcement.

Beginning in fall 1997, accelerating through 1998 tinguished itself from other experts in China by being

Reflecting a national trend that started in the mi
1980s, the nuclear establishment has nurtured a smen
but growing, core of arms control and nonproliferation This report will suggest that the current restructuring
experts over the past 15 years. This community has dist the military sector could reduce these institutional
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barriers. COSTIND, the nuclear weapons research labchanges instituted in 1998 marked the fifth major re-
ratories, and the arms control groups from other milistructuring of the Chinese defense industrial SaBee

tary departments are being consolidated into the nepast reforms almost never reached their stated goals,
General Equipment Department (GED), a process thand chances are the current effort will also fall short.

should go a long way toward developing a unified arms The basic motivation of the restructuring was spelled

c_or_1|§ro| entity thﬁt speaksffor thg th])cle military. In theout by Jiang Zemin at the 15th National Congress of the
civilian sector, the recent formation of State COSTINDCommunist Party of China on September 12, 1997.

(SCOS.TIND) promises to solidify th_e regulat_ory andgeyeral elements of his strategy are of interest to this
supervisory authority of the nuclear industry in a new, . sis One was to reduce government controls on

govre]:rnhment entltylgl_vorhcetlj from corErrllerélr?l 'ntgresfsstate-owned enterprises (SOEs) to improve their effi-
Both changes could in the long term help China develo lency and make them more responsive to market de-

a more_form_al and |nst|t_ut|9nallzed_ arms cont_ro_l_an ands. Those most in trouble were the defense industries,
nonproliferation community in the military and civilian where plant capacity utilization supposedly dropped to
sectors. as low as 10 to 30 percenflhese enterprises evolved

The report begins with a discussion of the motivedrom activities that were originally functions of govern-
behind the current restructuring. The next section rement units. With the start of economic reform, these
views the historical development of the nuclear estalactivities were spun out as enterprises and many of them
lishment and its arms control and nonproliferationtook on the title of corporations. However, they contin-
community. The report continues by describing changeased to be tightly linked to the government units from
that have been instituted, the roles of the new playerahich they originated. In cases where the whole gov-
and the new structure and relationships created. Lastlgrnment unit was transformed, the new corporation as-
the report speculates on long-term implications of theumed the government functions it had before. What
restructuring for the arms control and nonproliferatiorchanged was that the new enterprises gained more lati-
community within the nuclear establishment. In light oftude to negotiate business deals, set up new business
recent concern in the US Congress that exchanges ativities, and attract investments. However, the tight
US nuclear laboratory personnel with this Chinese exeontrol maintained on the enterprises forced their top
pert community might risk the loss of sensitive infor-officials to focus more on managing the government
mation, this report also weighs the advantages and risksireaucracy than on market competitiveness. The result
of such contacts. It argues that continued contacts aveas that SOEs became bloated and inefficient, produced
important to enhance the knowledge and influence giroducts of poor quality, and generally did not meet the
the Chinese arms control and nonproliferation commureeds of the economy or the military.

nity. Another element of the strategy was to enforce a sepa-

This report touches upon many organizations, eacdtation between government and commercial functions.
with its own acronym. To help readers, a list of acroin the past, some defense industries were tasked to regu-
nyms is attached as an appendix. The report is baskde themselves or represent the country as government
largely on press reports from official Chinese news agerfficials. As one can imagine, this mixing of roles could
cies associated with the government or the military. Thkead to conflicts of interest. Jiang wanted to see govern-
author’s private discussions with Chinese contacts amaent duties taken out of these enterprises.

used to supplement this information. Finally, Jiang stated the need to reform the military.

Apparently the poor performance of the defense indus-
MOTIVES FOR RESTRUCTURING tries and the organizations in charge of weapons devel-
It should be recognized at the outset that the primargpment had raised great concern. The emphasis was thus
motive for restructuring was to ensure that recent Chito strengthen the army by relying on science and tech-
nese economic growth would be sustained into the forg@ology, put more effort into research in defense-related
seeable future. This effort was not a singular evengcience and technology, adapt the defense industries to
rather, it was but the latest in a continuing series of inithe socialist market economy, and gradually upgrade
tiatives that started in the late 1970s. Indeed, theeapons and other equipmentThe plan for imple-
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mentation of this strategy was announced at the 9th Naands of one super commission. COSTIND’s jurisdic-
tional People’s Congress on March 8, 1998. The newion included the nuclear weapons progfam.

premier, Zhu Rongji, has been tasked to carry it out. But even before COSTIND was formed, the economic

reform started by Deng in 1979 had become another fac-
THE NUCLEAR ESTABLISHMENT PRIOR TO tor driving organizational change. A few months before
RESTRUCTURING COSTIND was formed, the Second Ministry of Machine
Before discussing what changes were announced, Building was renamed the Ministry of Nuclear Indus-
is instructive to look at how China’s nuclear establishiry (MNI).® The mandate of the new ministry was to
ment had evolved up to then. A feature common to aflevelop a nuclear power industry that would support the
Chinese bureaucracies is that the organizations af#vilian economy:® The Second Ministry had been re-
highly stove-piped and protective of their jurisdictions.sponsible for managing the nuclear weapons program.
The importance of personal ties in Chinese society fult directed nuclear fuel production, weapons research
ther exacerbates the problem. This has made inter-orgaird design, and the construction of facilities needed to
nizational interactions extremely difficult. An support these activities. The Second Ministry had al-
underlying purpose of many past re-organizations wagyays been controlled by COSTIND’s predecessors, but
in fact, to overcome these institutional barriers. Anothe@s MNI, and with a new mandate, it began to gain some
problem is that after the civilian nuclear power industryautonomy. Along with this change, much of the nuclear
was formed there was a continuous mixing of governinfrastructure—uranium mining, nuclear material pro-
ment and commercial functions within the same organiuction, reactor operation, etc.—was placed under the
zation. In essence, the nuclear power industry was taskatnagement of MNI and taken out of the direct control
to pursue commercial interests, but at the same time reg@COSTIND. In essence, the decision in May 1982 cre-
late itself. Restructuring has also sought to change thided a new power structure within China’s nuclear es-

situation. tablishment. MNI's authority was further solidified at a
high-level meeting held on January 21, 1986, when top
Historical Development Chinese leaders (including Hu Yaobang, Li Peng, and

Yang Shangkun) announced to the attending leaders of

China’s nuclear establishment was formed n 1955 %he nuclear establishment (including COSTIND Direc-
support the nuclear weapons program. Ever since itwas, sen. Ding Henggao and MNI Minister Jiang

created, the nuclear establishment has undergone C%hsiong) that “MNI would from then on be entrusted
stant reorganization: new offices were created to replaw

. ith the responsibility of developing nuclear pow&r.”
existing ones or several were merged to form more pow-
erful commissions. The changes were driven largely by Along with the split at the high level, the dependent
competition among factions within the military over thenuclear research laboratories also split. Research and
allocation and control of defense funds. The contest w&k£sign organizations with expertise that could support
played out over two related funding issues: the relativéhe nuclear power industry became aligned with MNI,
emphasis on strategic versus conventional weapons, an#lile those with weapons design expertise remained
on defense research versus armament procurement. Tieder the control of COSTIND. The China Institute of
formation in 1982 of COSTIND was an attempt to re-Atomic Energy (CIAE), the Beijing Institute of Nuclear
solve these disputes. This commission was formed Hyngineering, and the Shanghai Nuclear Research and
merging three principal organizations that handled miliPesign Academy were representative of those research
tary equipment: the Defense Science and Technologyfganizations that began drifting to the civilian side. The
Commission, which was in charge of scientific researciehina Academy of Engineering Physics (CAEP), the
the National Defense Industrial Commission, which wadnstitute of Applied Physics and Computational Math-
in charge of production; and the National Defense Inematics (IAPCM), and the Northwest Institute of
dustry Office, which was in charge of coordinating re-Nuclear Technology (NINT) were those that remained
search and production. The authority to make decisiorigrder the control of COSTIND.

on all aspects of weapons development—research, de-another factor that caused the research organizations
velopment, testing, and production—was now in thgg take two separate paths was the issue of budgetary
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control. Apparently, the nuclear weapons research labgemi-independence probably made it a stepchild in the
ratories (CAEP, IAPCM, and NINT) were part of MNI inner circle of the military and undercut its position and
when it was first formed. They, however, felt that parinfluence within the military®

of their budget was being diverted to other purposes. It A first indication of changes to come was the appoint-

also became harder for them to get the attention of Mifzant of | jeutenant General Cao Gangchuan as director

isterial administrators who had shifted their focus '9¢ COSTIND in December 1996.The appointment of
nuclear power development. The weapons research ¥a0 was a departure from tradition. Even though

ganizations therefore opted to move under COSTIND’&OS—I—IND was formed by the merging of three organi-
12

control:* The fact that the nuclear weapons researchyi,ns its creation was really a triumph for Marshall

laboratories could dictate what agency they wanted Rie Rongzheng’ Nie had been the main driving force

be associated with points to the considerable influengg.ing the development of many strategic weapon sys-

they exerted. tems, including nuclear weapons, missiles, and nuclear
The military-civilian split was only partial, however. submarines. Since its creation, COSTIND had always
The nuclear material production facilities that came unbeen led by Nie's proteges: first by General Zhang
der the management of MNI were still needed to proAiping, then by General Ding Henggao. Cao was the
duce materials for military use, and COSTINDfirst to be tapped from outside of COSTIND or Nie's
continued to exert strong influence on both sides of theocial network to head that organization. This break from

house. tradition pointed to dissatisfaction with the status quo.
Cao’s background also suggested how things might
The Military Sector change in the future. Cao rose through the ranks in the

COSTIND's role in weapons development included'v““t"’lry Equipment Burea_lu of the GeneraI_Staff Depart-
ent, eventually becoming the deputy director of that

not just nuclear weapons, but also missiles, nuclear sup- .
. : : ureau. Later, he was promoted to deputy director of the
marines, fighter planes, and ordnance. Like the nucle

industry, these other industries similarly evolved from ;general Staff Department, serving under General Zhang

position of total subordination to government ministrie?’vanman' Zhang is now the military’s top leader. Cao
to0 one of partial independence was promoted to Lieutenant General in July 1993,
' elected to be a member of the CPC Central Committee

Many China scholars believe that even whilein September 1997, and promoted to General in March
COSTIND’s control over the defense industries wag99s8.

weakening, it was also losing credibility within the mili-
tary itself. Many weapon systems, such as fighter airrhe Civilian Sector

craft and missiles, suffered from long development h . h i blish
times, constant delays, and poor product quétity. At the same time as the military establishment was

COSTIND's failure to meet these needs appears to ha\(;é(olving, the steady transformation of the nuclear power
exasperated the service branches Industry also continued. On September 16, 1988, the de-

cision was announced at the National People’s Congress
One reason it proved difficult for the military to re- that MNI would be reorganized as the China National
solve the problem was that COSTIND was never fullyyclear Corporation (CNNGY. Since then, CNNC has
under its control. In the 1950s and 1960s, then-Premigy,iit and managed completely new nuclear facilities, not
Zhou Enlai—who headed the State Council—was intijyst carryovers from the days when the predecessors of
mately involved with the nuclear weapons programcOSTIND controlled the nuclear establishment. These
These interactions gave COSTIND's predecessors theigy facilities include nuclear power stations at Qinshan
own channel of communication with China’s leader-ang paya Wan, the Yibin nuclear fuel fabrication plant,
ship. When COSTIND was formed, the directive that itgnd the gas-centrifuge uranium enrichment plant re-
should also report to the State Coutidibrmalized that cently acquired from Russia. By the mid-1990s, CNNC
measure of independence from the Central Military Comp5¢ grown to a corporation with 300,000 employees, and

giance, and behind-the-scenes supgbdu ta) are

important attributes of social interactions, COSTIND's Another government decision that supported the trend
toward a civilian nuclear industry was the formation in
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1984 of a nuclear power safety regulatory agency calle@r when conducting government business. This began
the National Nuclear Safety Administration (NNSA). a new mixing of government functions and commer-
The role of this agency, similar to the Nuclear Regulaeial activities.

tory Commission in the United States, was to regulate

the safety of nuclear facilities and their operations. Th#eHE ARMS CONTROL AND

basis of its power rested on its authority to issue licens@sONPROLIFERATION COMMUNITY
for civilian nuclear installations based on compliance

. L As China emerged from isolation and took its first
with nuclear safety guidelines. It was created as an en: . .
o steps onto the world stage, its nuclear establishment
tity independent of CNNC and operated under the au- .
: ) Started to take notice of the role of arms control and non-
thority of the State Science and Technolog

. : roliferation in international relatiors.In the mid-
(_Zommlss_,lon. NNSA has a staff of approximately 100, %9803, China’s perception of the destabilizing effect of
tiny fraction of that of CNNC. When NNSA took an

unpopular stand, CNNC was known to exert its influ_the US Strategic Defense Initiative pushed its top lead-

. ) ) ers to develop a position on arms contfdChina was
ence.For exampleduring the licensing for construc-

: : . concerned that missile defense would lead to an arms
tion of a pilot reprocessing plant, NNSA wanted to o :
: . S ) competition that could get out of hand and deflect China
examine the full design before issuing the license .
) from the path of economic development. It was also con-
CNNC, however, was pressed for time, and the comprg- .
. ) .cerned that the resulting arms race would further reduce
mise was that NNSA would review and approve the li- o T
. ) the deterrence credibility of China’s limited nuclear

cense on a piecemeal ba&is.

forces. This impetus gave rise to the start of arms con-
China’s leaders also recognized that the country couldol studies in many organizations.
not accomplish economic reform on its own; it needed . . o
. . : . Reflecting the national trend, several organizations
technical and capital assistance from foreign sources..., . . .
gy : : : within the military sector of the nuclear establishment
Not surprisingly, the international community placed . . . .
. : ._“began to engage in arms control studies. Their expertise
demands on how China should conduct its economic an . . .
steadily grew, and in recent years they have played im-

political affairs in return for assistance. Propelled by its , 7 :
ortant roles in arms control negotiations. Organiza-

internal needs and external demands, China was Slom{?%ns in the civilian sector, by the nature of their work,

nudged toward adopting international norms and COMcused on regulatory and nuclear material control is-

mitting itself to binding agreements. In the nuclear S i

) ._sues. Regulatory activities were not labeled as nonpro
arena, China became a member of the Intematlonﬁreration but in essence the two concepts are
Atomic Energy Agency (IAE.A) |n.1984, and acceded tocomplementary. Despite these contributions, the over-
the Treaty on the Non-Proliferation of Nuclear Weap-

ons (NPT) in 1992. These commitments required a bua}II arms control and nonproliferation community ap-

- o . . eared disjointed and lacking cohesiveness. Each
reaucracy to administer China'’s interactions with th o
. organization had parts of the relevant knowledge, but
IAEA and foreign states.

the insulated and compartmentalized nature of Chinese
When MNI existed, it was natural to have the minis-organizations hindered the formation of a centralized

try handle the interactions with IAEA. But when MNI system. Furthermore, the intermixing of government and

became CNNC, it meant that a commercial entity wouldommercial functions resulted in a regulatory approach

be representing the state in important international maghat relied more on good faith than on setting compre-

ters. To endow CNNC with the proper authority, it washensive guidelines for enforcement.

given another name: the China Atomic Energy Author-

ity (CAEA). The CNNC brochure stated that “CNNC is The National Scen&

also known as CAEA to deal with matters between

China and the IAEA?* In fact, one official could be lated t ol but t i |
representing both organizations; many CNNC officiald ©'a1€d 10 arms Control, but rue expertise on nuctear arms
sues remains highly concentrated. The State Council’s

would carry two different business cards, one represe Sy : ) : .
ing CNNC and another CAEA. The former would bngnlstry of Foreign Affairs (MFA) was the first organi-

used when conducting commercial business and the |&ation in China to interact with the international arms
control community. China first joined the Conference

A growing number of organizations in China do work
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on Disarmament (CD) in Geneva in 1980. Representdithin the Nuclear Establishment
tion came primarily from the Department of International Arms control research within the nuclear establish-

Organizations within the MFA. In fall 1997, a new De- ent was led by COSTIND. The Arms Control Office

]E)artmdent 3‘; grt;ns ﬁontrsl an(: Disarmat;nemdwa%oordinated all such research within COSTIND and the
ormed and led by Sha Zukang, former Ambassador uclear weapon laboratories. General Qian Shaojun,

the Conference on Disarmament. This department ®ho was formerly the commander of the Lop Nur

comprised of four divisions: nuclear, chemical/biologi-nuclear test site. was the director of this officele has

cal, (_:onvent!onallmlssne, and comprehenswe_ls_sues. I_E?technical background in nuclear engineering and is an

role is to build consensus and develop an official POS3 .ademician of the Chinese Academy of Engineering.

tion on international issues, represent China at UN CorMany arms control experts consider him one of the

ferences, and conduct treaty negotiations. military’s leading voices on arms control issues.
Several ministerial level organizations in the StateCOSTIND also contained a Foreign Affairs Department

Council have think tanks that analyze geopolitical isthat conducted research on global and regional arms

sues where arms control might be a contributing factocontrol issues.

The China Institute for International Studies (CIIS) is a Research on more specific nuclear arms control is-

think tank for the MFA, the China Institute of Contem'sues, such as deterrence, treaty provisions, and verifica-

porary International Relations (CICIR) serves the samg systems, was conducted at the nuclear weapons

role for the Ministry of State Security, and the InStiwteresearch laboratories. IAPCM blazed the trail when Hu
of American Studies and the Institute of World Economside founded the ISODARCO-Beijing Seminar on

ics and Politics are both part of the Chinese Academy (Hrms Control in 1988 with the help of organizers from

Social Sciences (CASS). the Italian International School on Disarmament and Re-
The People’s Liberation Army (PLA) has two think search on Conflicts (ISODARCO). IAPCM and the
tanks: the China Institute of International Strategic Stud€hina Institute of Contemporary International Relations
ies (CIISS), an academic arm of the General Staff Ddrave since jointly hosted this seminar once every other
partment, and the Institute of Strategic Studies at thgear in China. IAPCM also formed the Program for Sci-
National Defense University. Both institutes analyze a&nce and National Security Studies (PSNSS) in 1989,
broad range of defense issues. Their studies have naith the goal of promoting research on arms control is-
focused on arms control, but analyze how arms contralues and enhancing ties with domestic and foreign orga-
might affect Chinese defense posture and force strucizations. During the CTBT negotiations, several
ture. scientists from IAPCM provided technical support to the

Within the last decade, the academic community haghinese delegation. In January 1997, IAPCM created

begun to offer programs on arms control and nonprolif‘g‘n Arms Control Physics Division with a research staff

eration studies. The two most notable ones are the Ce%f-e'ght'

ter of American Studies at Fudan University and the After Hu Side was promoted to director of CAEP, he
Institute of Asian and African Studies at Beijing Uni- also helped to form the Program for Verification Tech-
versity. Other institutes, such as the Shanghai Institut@ologies Studies (PVTS). This program was created in
of International Studies associated with the Shanghdi995 to investigate technical solutions to support arms
Municipality,?®> have also begun presenting papers owrontrol verification. Both Qian Shaojun and Hu Side vis-
political-security issues. ited the three DOE nuclear laboratories—Los Alamos

With the exception of the staff at the Department 0{\Iational Laboratory, Lawrence Livermore National
Arms Control and Disarmament at the MEA and a feV\;_aboratory, and Sandia National Laboratories—in 1994.
specialists at the universities, the above-mentioned oj-ne visit led to the initiation of the USg—gChlna Lab-to-
ganizations have few experts dedicated to arms contrh? T€Chnical Exchange Program in 1993he objec-

research. Even fewer dedicate their attention to nuclelV® Of the program was to establish technical

arms control issues; this expertise resides in the nucle/fferactions that would contribute to arms control and

establishment. The remainder of this report will there_nonproliferation efforts. In its first two years, the pro-

fore concentrate on the arms control and nonproliferdlfam sponsored five major workshops, along with many
tion community within the nuclear establishment. smaller meeting® The most important activity to date
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has been the joint demonstration, together with CIAEtasked with punishing violators, the punishment of re-
of Material Protection, Control, and Accounting voking the licenses was subject to the approval of ONC.

(MPC&A) technologies for safeguarding and managing Another government function exercised by CNNC

nuclear materials. That one-week event was held Was to regulate the export control of nuclear and dual-

Beijing in June 1998 to demonstrate to attending Chiﬂse items. In September 1997, China promulgated the
nese government and nuclear industry officials hOWPRC Regulations on Nuclear Export Control.” Subse-
technologies coulpl be integrated in a comprehensiv&uemly, in June 1998 it issued the “PRC Regulations
system for protecting nuclear materials. for Controlling the Export of Dual-Purpose Nuclear
Another group controlled by COSTIND was the Goods and Relevant Technologi€sCAEA was singled

China Defense Science and Technology Informatioout in both regulations to play a central role in the ex-
Center (CDSTIC). Its role has been to gather, collatgort control approval process.

and disseminate materials relevant to national security. Among the civilian-oriented nuclear research organi-

Its Arms Cont_rol Department also prc_)vide_d s_upport O ations, CIAE appeared to be the most engaged in non-
arms control issues such as a possible fissile materi Toliferation-related issued.Beginning in the late

production cutoff. The Northwest Institute of Nuclear19808 CIAE sent several scientists to Los Alamos Na-
Technology (NINT) has t_’ee” the laboratory in C_harg‘ﬁonal Laboratory to be trained in the use of non-destruc-
of conducting and analyzing nuclear tests. Very !lttle iSive analysis techniques for material accountinG!AE
known abqut t_hem; C‘,J”e”“y- it has the IE_"'?‘d r?'e n h‘F’mrormed the Technical Research Laboratory for Nuclear
dling on-site inspections for CTBT verification. The Safeguards in 1995. This laboratory has been used to

State Seismological Bureau (SSB), an agency under tIE‘E’Snduct research on nuclear safeguards techniques, pro-

State Council, but outside the military/defense SySteMyie training on material accounting to operators of other

has the lead role in seismic research for CTBT Ver'f'C'S*C:hinese nuclear facilities, and support inspections for
tion. domestic nuclear material control. Over the past few

Although CAEP and IAPCM played important rolesyears, CIAE has increased its interactions with the US
in the CTBT negotiations, they do not appear to have BOE laboratories. It hosted the 1998 MPC&A demon-
major role in the eventual implementation of the treatystration mentioned above and invited US scientists for
This does not necessarily mean a lack of influence. Oectures on techniques for nuclear safeguards, material
the contrary, key individuals continue to have importantontrol, and waste managemént.

advisory roles, but the institutions were not specifically Although the regulatory measures mentioned above
tasked. were specific about many things, they were rather vague
As for the civilian side, CNNC did not appear to haveon how the regulatory measures were to be enforced.
a group on arms control research. As mentioned in thHeor example, the two documents that regulate nuclear
previous section, it created another name for itselinaterial contréf specified the materials to be regulated,
CAEA, to handle interactions with IAEA, and the Of- the responsibilities of the supervising authorities, the li-
fice of Nuclear Material Control (ONC) to fulfill its re- censing process, how nuclear material accounting
sponsibilities on nuclear material control. should be performed, and guidelines on the physical pro-
tection of nuclear materials. They did not specify how

China promulgated “The PRC Regulations on
Nuclear Materials Control” on June 15. 1987 anc}hese measures were to be enforced, who would enforce

“Rules for the Implementation of Regulations Onthem, or the criteria by which compliance would be

Nuclear Materials Control of the PRC” on Septembelmeasured'

25, 199 The Office of Nuclear Material Control was  Other official documents reveal the same pattern. The
created within CAEA to carry out this task for the “wholenuclear export control regulaticfisstated broad prin-
country.’® Underscoring the importance of ONC, theseciples and identified regulating agencies, their relative
documents stated that the office has the authority to resles, and the licensing process. While they state that
view and issue licenses for nuclear materials, while othefiolation of these provisions would constitute a crime,
involved organs, NNSA and COSTIND, have the rolehere were no details about enforcement.

of approving licenses. Furthermore, although NNSA was

158 The Nonproliferation Review/Fall 1999



Wen L. Hsu

It was reported in late 1995 that a Chinese firm enprincipal responsible offices. But with the announced
gaged in the import and export of nuclear equipmerdissolution of COSTIND, there has not been official
and technologies had shipped 5,000 specialized ringarification on which organization will assume its role.

magnets to a nuclear laboratory in Pakistan engaged inOne last point to keep in mind is that while arms con-
nuclear weapons development. There were concerns tl??&l and nonproliferation is a growing field of study in

thesed ring magr_lfets c?culd be ;’Sed tg gonst_ruhct h'glafhina, this does not mean the entities discussed above
speed gas centrifuges for unsafeguarded enrichment r?écessarily function as advocates for these goals. The

uhranil:]r_n. Ther(T WEre rumors ;hat the offending firm wagag that could be said is that the interest in them is driven
t_g_ c |n? Nuclear :Er?erg)r/] I_n ustry Cofrfpc_)rzlaltmf)n, a SUBsy a gradual toleration and willingness by the top lead-
sidiary of CNNC, although it was an official of CNNC ership to consider arms control and nonproliferation

who f'rSt re\_/e_aled the s_ale. After being pressed bgptions. Nevertheless, both issues are viewed as domi-
American officials, the Chinese government argued t_h_‘ﬂated by the United States. Even if certain arms control
they had been unaware of the sale, and therefore, Beiing jes may be in China’s interest but lack the support of
Sh‘.’“"?' not be held accountablelhere was no evidence o ynited States, the general perception is that China
to indicate that there had been collusion between ﬂWould not have the leverage to push it through on her

regulatc_)ry_and the business arms of CNNC, but _the eveBlvn. Their arms control experts bring up the unsuccess-
clearly indicated that a system for comprehensive oVegy| attempt to extract a no-first-use pledge from the

sight was lacking. United States as a case in point. The basic rationale for
In referring to the CNNC's attitude toward regulatoryarms control research is therefore to make sure that

approaches, an official expressed the sentiment in th&hina enters all negotiations with its eyes wide open.

following manner: “The government trusts that its laws

are obeyed; our safeguards approach is thus to assure3lANGES FOLLOWING THE NINTH

that everything is as it should be. Unlike us, in theNATIONAL PEOPLE’'S CONGRESS

United States you look for all possible ways that the law

could be circumvented® The restructuring plan was announced at the Ninth

National People’s Congress in March 1998 by the de-
Besides taking a lax approach to enforcing regulatorgarting Premier Li Peng and clarified by Luo Gan, state
measures, the arms control community also appear@duncilor and secretary general of the State Council. The
disjointed and decentralized in approaching broad iglan called for reducing the number of state ministries
sues. Regarding a fissile material production cutofind commissions (or departments) from 40 to 29—fif-
treaty (FMCT), many arms control experts in the mili-teen departments disappeared while four new bodies
tary sector were very interested in the issue but felt thayere formed. About 16,000 government bureaucrats
had little access to production facilities and informatiorwere to be idled. Luo reiterated several times that the
controlled by CNNC. Key individuals might have betterreform was based on the principle that “the function of
access through personal contacts, but there were fife government should be changed, and the function of
mechanisms for institutional interactions. On the othethe government should be separated from that of enter-
hand, while CNNC might have felt that material pro-prises.* The departments that would undergo the most
duction matters were its jurisdiction, there was little inchanges reflected this emphasis on the new relationship
dication it had a concerted effort on FMCT resedtch. petween the government and state enterprises.

After China promulgated the regulation on nuclear The departments with state administrative functions
export control, one might have expected that the officegmained basically unscathed; these included the Min-
responsible for implementation would rely on technicalstry of Foreign Affairs and the Ministry of Defense.
organizations for support. Yet, none of the researciThe departments with roles in regulating the macroeco-
laboratories mentioned in this paper have indicatedomic development of the country would be reorganized,;
knowledge of how the regulations would be imple-these included the State Planning Commission, whose
mented, the support structure, or even expressed angime was changed to the State Development and Plan-
interest in playing that support role. Furthermore, th@iing Commission. The name change was meant to un-
original announcement named COSTIND as one of theerscore a shift in emphasis from planning to fostering
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development. The departments with roles in managingfficials of the five major defense industries and the State
enterprises would see the biggest changes. Many induBlanning Commissioft.

trial ministries, .such as those in charge of coal, metal- Although not formally reorganized, the China Atomic
lurgy, and textiles would be reduced to the status nergy Agency appears to be gaining a greater role.
bureaus_and placed under the management of the St%tf?ang Huazhu, formerly a vice president of CNNC, was
Economic and Trade Commission. recently named chairman of CAEA. He will administer
The defense industries would be handled separatelfqur bureaus responsible for nuclear power, the nuclear
COSTIND was dissolved and some of its responsibilifuel cycle, nuclear safety, and international nuclear co-
ties assigned, rather confusingly, to a new Stateperation. In addition, Zhang said that CAEA would be
COSTIND (SCOSTIND). The restructuring plan ex-“responsible for nuclear industrial policy guidelines and
plained that the role of SCOSTIND was “to take oversupervision.® Discussions with Chinese officials indi-
the management of the defense industries that had beeated that CAEA would not directly manage the mili-
assumed by COSTIND, the National Defense Departary nuclear material production facilities. CNNC, or its
ment of the State Planning Commission, and the gowsuccessor enterprise, would act as contractor to the mili-
ernment functions that had been assumed by thary and operate these facilities for a fee. Conversations
military corporations.® with officials from the new CAEA indicated that the

As more information was made available, it becamé’fﬁce currently has a staff of about 10, with limited
clear that SCOSTIND bore little resemblance to“2"YOVer from the old CAEA.
COSTIND. Unlike COSTIND in the past, SCOSTIND The restructuring has yet to filter down to CNNC and
would report only to the State Council and not the milithe other defense industries. Apparently, bureaucratic
tary. Liu Jibin, director of SCOSTIND, stated that hisresistance within the industries has been a big reason
commission “is now under civilian, rather than militarywhy change has been so slow. At this point, there are
control.” Liu was vice minister of the Ministry of Fi- only speculations regarding the future of CNNC. Chi-
nance in 1988, and he was once vice minister of theese contacts have indicated that CNNC would be bro-
Ministry of Aviation Industry?? There has been no in- ken up into several enterprise groups, possibly into ones
dication that he had a military background, or that anyhat would manage nuclear power stations, nuclear fuel
key personnel from COSTIND had transferred toproduction facilities, and the import and export of
SCOSTIND. nuclear technologies. These groups would be managed

The new commission assumed only a portion of tth yet another umbrella organization, the China Nuclear

role that was previously handled by COSTIND. Base&ndustry Groug® The roles and relationships between

on press reports of interviews given by Liu, SCOSTINDthese entities are not clegr. In a recent report, the direc-
tor of CNNC's restructuring office stated that CNNC

has the following tasks. First, it will act as liaison be- d b it i 2 he | f th
tween the military and the defense industries. Once gryould be split into two entities. The larger of the two

military decides what weapons it needs, SCOSTINIfntitie_S _would be i_n charge of busine_:sses ranging from
will arrange for their production or importation. SeC_the mining of uranium to the production of nuclear fuel

ond, SCOSTIND is supposed to regulate the defense if" both military and civilian reactor uses. It would also
dustries. Entities that previously handled governme e responsible for nuclear waste treatment and nuclear

functions will now be transferred to the new commis-safety' The other entity would be a construction group

sion; these include the China Atomic Energy Authorit))n charge of nuclear power plarits.

and the China Aerospace Bureau. Third, SCOSTIND Regardless, CNNC still exists as of this writing. It is
will assist in the reorganization of the defense indusinteresting to note that there is a common aspect in all
tries, which include CNNC. Fourth, it is supposed tahe speculations. They all suggest that CNNC would be
manage the distribution and utilization of resources fobroken up along functional lines, rather than into a few
the defense industries. Fifth, it will set policies and guideeompetitive but vertically integrated corporations. It
lines for the future development of the defense indusappears the intent is to preserve the nuclear industry in a
tries® Six vice-ministers were later named to help Liumonopolistic environment.

carry out these tasks. These ministers were former high
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The future of civilian nuclear research laboratoriesto CAEP officials, approximately one-third of their funds
such as CIAE, has not been decided. The impact of pgoes to defense nuclear technology, one-third into ap-
tential future changes on their associated nonproliferglied science and high technology, and one-third into
tion research activities will be discussed in the followinglefense-conversion activities. It is likely that funds for
section. the first two activities, or two-thirds of the total budget,

The military reorganization was announced on AprilCame directly from COSTlND'_lt is unlikely that GED
5, 1998% A new military department, the General would surrender contr_ol_ of this fL_md to SCOSTIND.

From past experience, it is also unlikely that the research

Equipment Departmenit,has been created. It will be ! _
one of the four leading organs under the Central Mi”_laboratorles will support the move back to the nuclear

tary Commission, with the same bureaucratic rank Jower industry. CAEP and IAPCM officials have been

the General Staff Department, the General Political DeqUite confident_thaththeir orgalnizl;':ltilgns W[i]” remain in'l-l
partment, and the General Logistics Department. tact as one unit. They strongly believe that GED wi
administer them, and they behave as such. In the words
The GED apparently encompasses virtually all of thyf 5 high CAEP official, “The new COSTIND
former functions of COSTIND and the Military Equip- [SCOSTIND] does not have the ability to handle the
ment Bureau that used to be under the General Staffsks that CAEP is responsible for. We believe that we

Department? It has much greater authority over weap-yji| continue to be administered by the people from the
onry management than COSTIND. For the firsttime, alfgrmer COSTIND %2

aspects of weapons and equipment management becamﬁaN_ h q | hat all k
unified under one command. In a revealing interview on Ith regards to arms control, it appears that all key

the role of the new department, an unidentified Ofﬁciapersonnel associated with arms control_in_ the former
from GED stated that: COSTIND have transferred to GED. This is the case

with the Arms Control Office headed by Gen. Qian and
the Foreign Affairs Department. In addition, the National
Defense University and the “703” Arms Control Group,
transplanted from the General Staff Department, are also
part of the GED? This makes up the largest concentra-
tion of arms control experts within the military.

[The reorganization] is expected to ensure cen-
tralized and unified leadership of army weap-
onry and equipment building, this being
conducive to implementing an all-system and
life-long weaponry and equipment manage-
ment.... By the all-system and life-long weap-

onry and equipment management, we mean to
ensure the planning, scientific research, test, IMPLICATIONS OF RESTRUCTURING

purchase, distribution, use, storage, mainte- This section looks at the long-term impacts of the re-
nance, retirement, and other aspects of the  structuring on the nuclear establishment and the several
unified and scientific weaponry and equip- arms control and nonproliferation groups within it. The
ment manageme#ft. purpose is not to predict the future, but to present pos-

To bring unity to the new organization General CaciP/e scenarios for how events might unfold. This may
Gangchuan, who was director of COSTIND and also §€lP US institutions identify new modes or opportuni-
former deputy director of the Military Equipment Bu- ti€S to work with China to push forward the complex
reau, was named director of GED. Cao was promoted §§MS control and nonproliferation agenda.

General during the transition from COSTIND to GED,
a clear indication that the top leadership had been happjlitary Sector
with his performance, and that the move to GED was a The |argest grouping of arms control experts in the

step up in responsibility. military is now concentrated in the GED. It consists of

There has not been an official announcement on tHee Arms Control Office and the Foreign Affairs De-
future of nuclear weapons research laboratories, such Bdrtment from the former COSTIND, the research
CAEP, IAPCM, and NINT. The key question is which 9roups from CDSTIC and the nuclear weapons research
organization will retain control of the funds that providelaboratories, the National Defense University, and the

the bulk of the support for these laboratories. Accordingttle-known “703” Arms Control Group. In the short
term these actors may face challenges establishing their
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role in the new environment, but in the long term thenuclear weapon states. Nevertheless, China did decide
new structure could have broad implications. to join, and it has continued to pronounce its support for

In the new environment, would there be shifting pri-arms control and nuclear disarmament.

orities between strategic and conventional weapons? If China is indeed serious about embracing arms re-
Changing emphasis between R & D and procurementfuction, then it must be prepared to face and deal with
Issues fought in the 1960s and 1970s could again reswven tougher choices down the line. Further arms re-
face. If strategic systems, or nuclear weapon systems d@uction efforts may eventually require China to agree to
particular, lose priority, then the associated arms cordeclare its excess fissile materials, to announce its total
trol group would suffer. Another challenge they maynuclear stockpile including warheads in storage, or to
face is that other powerful constituents within GEDdismantle nuclear warheads. These issues are undoubt-
might have more conservative views toward arms coredly more complicated than those involved in CTBT,
trol. Would the arms control group receive the necesand verification of these agreements will be even more
sary backing to survive attacks from their detractors@hallenging. Recent press reports suggested that GED
Would there be new priorities competing for fundswould have the responsibility of managing the full
needed to sustain arms control research? Despite thddecycle of all weapons systerfisTaken literally, this
possible challenges, the new environment offers mamgsponsibility would include management of nuclear
advantages. weapons and material stockpiles, and their storage, main-

Perhaps the biggest potential benefit would be thi€nance, transport, and_ g\_/entual retirement. A detailed
consolidation of the arms control groups into a singl&nOWIGdge of these activities and procedures would be

unit that speaks for the whole military. The concentra§>Ssentia| to help China prepare for such an eventuality.
tion of all the principal arms control groups within theAN arms control group with brqader knowledge of
GED could serve to create a critical mass and promof?a“CI(':“"‘r weapons _management issues and proce(_jures
consensus-building within the military. The tighter in-W_OUId help_the military approach future arms reduction
tegration of the arms control group with the rest of thé("Ith a c_:onﬂdenge_ based on thorough knowledge, rather
PLA will also help. The historical development of than with skepticism based on fear.

COSTIND had created a gulf between that organization The long-term prospects of the arms control group,
and the rest of the PLA,; its dissolution will help bridgehowever, will ultimately depend on whether they can
that gulf. The long-term health of the arms control groupnaintain their expertise on the subject matter. While
will also depend critically on the support they receiveother think tanks or individuals may have keen insights
from the GED director. Director Cao spent most of hion broad policies, no other group in China has a better
career in the General Staff and the Logistics Departmerdrasp of the intricacies of nuclear arms control issues,
If he offers support, his ties to the PLA leadership coulgrovisions, and verification techniques than the arms
be an important factor in spreading the influence of theontrol group in GED. Their extensive expertise has
arms control group to the broader PLA community. Irbeen steadily developed through years of research,
the long term, all these factors could help speed the dparticipation in treaty negotiations, interactions with
velopment of a more formal and institutionalized armgoreign experts, and exchanges with US laboratories.
control entity. While there may be detractors of arms control in China,

Another possible benefit of the new structure woulEVe" they _should still recognize t_he need to understand
be to allow the arms control groups a more open accegsThus' Itis expecteo! that f[he primary role of the GED
to nuclear weapons management issues—issues tiRms goqtrol group will be in promoting a_broader _an_d
would be important in future multilateral arms reduc-"°r€ _'T‘S'ghtf“' debate on arms control issues within
tion efforts. After China decided to sign the CTBT, man)}he military.
of its arms control experts admitted that the decision to
join CTBT carried tremendous risks for ChitaThey ~ Civilian Sector
had to examine many complex and intangible factors in SCOSTIND is now the government’s leading organ
deciding what China would gain in return for lockingon defense science, technology, and industry matters,
itself in a technically inferior position compared to otherand its position on nuclear matters will be handled
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through CAEA. A positive outcome of this restructur-does not yet have the credentials to stake out a role in
ing is that those who now work for CAEA under policy framing. Nevertheless, a structure is in place that
SCOSTIND no longer work for CNNC. With the gov- would allow CAEA to become a leading voice for the
ernment and commercial functions now divorcedgivilian sector of China’s nuclear establishment.

CAEA could begin to take a more comprehensive ap- The future of civilian nuclear research laboratories,

proach to regulating the nuclear power industry. in particular CIAE, could become rather complicated.
CAEA has inherited the responsibility of nuclear ma-Since the founding of China’s civilian nuclear power
terial control called for in the regulations on nucleaiindustry in 1982, CIAE has been the centerpiece of that
material control. It also has the task of administering thindustry’s research arm. Now that CNNC is becoming
export control process outlined in the recently anmore like a commercial entity and CAEA is tasked to
nounced nuclear export control regulati®h#n offi-  regulate the nuclear industry, the future sponsorship of
cial from CAEA acknowledged that “implementing CIAE is unclear. One prospect is for CIAE to be associ-
export control is an important task for this organizaated with the enterprise that CNNC will evolve into. This
tion.”8 path is sure to be filled with pitfalls, however. The fi-

In August 1998, the Conference on Disarmament dé]ancial footing of a post-CNNC enterprise is uncertain

cided by consensus to establish an ad hoc committequOI a reseqrch-oriented organizgtion would_find it diffi-
negotiate a Fissile Material Cutoff Tredtyf negotia- cultto oﬁta'ﬂ therr:ecers]sgry _fur;dwgg to susgaln long-term
tions were to start in the near future, the Ministry Oirgsearc - The other choice is for CIAE to become asso-

Foreign Affairs, GED, and SCOSTIND are expected t&'ated with (_:AEA’ but that could be equally risky. The
be important players in this negotiation process. ThEEW CAEA IS pa_rt of an untested_power structure. lts
MFA, with Ambassador Sha Zhukang heading the peParent organlz_at!on, SCOSTIND{ is only a year and a
partment of Arms Control and Disarmament, will Con_half old and will likely suffer the disadvantage of being

tinue to lead the ensuing negotiations. GED, through i@ ‘new kid on the block” compared to othe_r established
nuclear weapons research laboratories, will likely progoyern_ment departments._ If _the restructuring found._s‘rs,
vide technical support during negotiation. SCOSTINDV_Vh'C_h IS a very r_eal_ POSS'b'“W’ then SCOSTIND will
is expected to have a voice in the verification scope ar‘fﬂqd its position significantly weakened.

approach for such a treaty to ensure that the needs andrhe research activities conducted at CIAE are simi-
concerns of CNNC (or its successor enterprises) are médrly split between commercial technologies that inter-
st CNNC and regulatory activities that interest CAEA.

Another issue that in the future could require fulle CIAE h ) | . q . .
participation from CAEA is nuclear waste management: as extensive nuclear science and engineering

CAEA could be expected to guide the debate on the sEXpertise. It just broke ground in October 1998 for the

lection of disposal approaches, repository sites, and tfF@nstruction of an experimental fast-breeder reactor. It

mode of transport of radioactive materials. On a morQas operated an experimental heavy-water reactor for

speculative side, it is conceivable that CAEA mightseveral decades, and this expertise fits well with com-

some day lead the debate on long-term developmememial nuclear power development. CIAE also oper-
plans for nuclear power. This policy-framing role woulgdtes the Nuclear Safeguards Laboratory that supports

address such issues as how rapidly nuclear pow e inspection of nuclear facilities in China and has con-

should be developed, what reactor technologies shouﬁjdmted training classes for operators in other nuclear fa-

be adopted, and whether China should pursue pIutoniuﬁlnmies' These activities have been supported by research
reprocessing grants from CAEA. Not surprisingly, CIAE officials have

. admitted that they are worried that their organization
There is of course no guarantee that the new rolgfjight be split®

outlined above will be assigned. There is no indication
that the government is willing to allocate additional bud-oncLUSIONS

get to CAEA to pursue these activities. The currentem- o _ ,
phasis of Premier Zhu Rongiji is to shrink the This report has focused on institutional relationships

bureaucracy, not expand it. The profile of SCOSTIND’Vithi” the Chinese nuclear establishment. The role of
is also decidedly administrative and finance oriented; gnstitutional relationships in interactions between orga-
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nizations is particularly important in China. The ease SCOSTIND is a new entity and will remain a rela-
with which organizations can interact depends heavilfively weak power base for some time. In the long run,
on past history, how organizations are grouped, and whwmwever, CAEA could be the platform for formulating
their patrons are. Even though the Chinese governmeatvariety of policy issues relating to nuclear power, such
has begun to break down these barriers, the governmexg waste management, reprocessing, and nuclear power
departments have continued to act as fiefdoms that jealevelopment.

This report has sought to highlight this aspect of ChiEinuation or expansion of US interactions? Or should it

nese society and examine how restructuring might a ‘espond to recent security concerns at the DOE nationall

fect the future relationships among organizations in thf%lboratories and curtail further interactions? The US

nuclear establishment. Attention was paid specificall overnment should rightly be concerned about the loss
to the ‘mPa_Ct on the arms control and nonproliferatio f classified information. Arms control and nonprolif-
groups within the establishment. eration, however, is about the tracking of movements of

On the military side, the new General Equipmeninaterials or items, and the assurance that certain proce-
Department has collected the largest concentration aolures are implemented. The risk of divulging sensitive
arms control experts in the military. It consists of thanformation is low and manageable.

Arms Control Office and the Foreign Affairs Depart-  rpq g government should also recognize that termi-

ment of the former COSTIND, the arms control groups, o, of interactions would diminish the expertise of
in CDSTIC and the nuclear weapons research laboratgs, .ms control and nonproliferation community in

ries, the National Defense University, and the “703"(:hina and would likely lead to a loss of their influence.
Arms Control G_roup relo_cat_ed f_rom the Generql St_aﬁl'his should especially be a consideration for the arms
D_epartment. This c_en_trallzatlon increases coordination, ) io group in the GED. Their endurance will ulti-
aids F:on_sensus-puﬂdmg, and promotes_ a more formﬁ#ately rely on maintaining their expertise in the subject
and institutionalized arms control entity that COUIdmatter. Furthermore, itis also in the interest of the United
speak for the whole military. States to strengthen the civilian nuclear sector. A strong
Furthermore, the GED, as one of the four general deegulatory and administrative arm will be crucial to help
partments of the PLA, is a more powerful platform withinChina safeguard its nuclear materials, ensure that ex-
the military, its director has close ties to the PLA leadport control procedures are enforced, and make plans
ership, and it has greater weapon-management authdor the safe management of its nuclear wastes. Finally,
ity than the former COSTIND. These factors could beexpanded interactions could be focused on helping the
opportunities for the arms control group to engage witlChinese civilian nuclear research organizations develop
a wider audience and gain access to nuclear weapoascore technical group with specific emphasis on ad-
management issues that can serve to broaden the disessing nonproliferation implementation. Some exper-
cussions within the military on arms control issuestise currently exists, but its topical focus has been limited
practices, and verification challenges. and lacking a clear mandate. In the final assessment, it
is overwhelmingly in the interest of the United States to

tions from the defense industries is also a positive Steg_ncourage (?ontin_ued interact?on_s With the arms gontrol
CAEA, as one of the departments in the newly create nd n_onprollferatlon community in China. It is difficult
SCOSTIND, is expected to give higher priority to regu-'[o build, but easy to undo.

lating and supervising the nuclear power industry and to

develop a more comprehensive approach toward imple-

mentation of regulatory and nonproliferation commit-

ments.

On the civilian side, the removal of government func

The Nonproliferation Review/Fall 1999 165



Wen L. Hsu

on the CNS website at <http://cns.miis.edu/db/china/sec6df.htm>.
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Appendix: PRC People’s Republic of China
List of Acronyms PSNSS Program for Science and National Security
Studies
CAEA China Atomic Energy Authority PVTS Program for Verification Technologies Studies

CAEP China Academy of Engineering Physics SCOSTIND State Commission on Science, Technology

CASS China Academy of Social Sciences and Industry for National Defense (formed
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CDSTIC China Defense Science and Technology

Information Center SIS Shanghai Institute for International Studies
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ClIs China Institute for International Studies
ClIss China Institute of International Strategic
Studies
CNNC China National Nuclear Corporation

COSTIND Commission on Science, Technology and
Industry for National Defense (formed in
August 1982 and dissolved in March 1998)
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