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China and Proliferation

CHINA AND PROLIFERATION: SIGNIFICANT PROGRESS, BUT RISKS REMAIN
Over the past two decades, significant positive advances have been seen in China‟s non-proliferation
policies. Since the early 2000s, China has worked to establish an export control system and made
ongoing efforts to align the country‟s system with international supplier regimes. However, despite
these positive developments, there is evidence that the non-proliferation practices of the Chinese
authorities have often fallen short of government policies. Several risk areas remain; this article will
consider China‟s export controls and the risks posed by Chinese entities.
China‟s Export Control System
Since 2002, China has worked to develop a system of export controls which is broadly aligned with
international standards. In 2004 China joined the Nuclear Suppliers Group; the country has also
pledged to adhere to the MTCR, and as a UN member state it must comply with UN sanctions
resolutions. China‟s export control system is in place to ensure that the country meets its obligations in
this regard. It is administered by the Ministry of Commerce (MOFCOM) and draws on the expertise
across government.
However, China‟s relatively weak capacity to administer and enforce its controls presents a significant
challenge.1 In some specific cases there has also been a lack of will to enforce or follow up on breaches
of legislation.2 The growth of the Chinese industrial sectors capable of producing or exporting sensitive
goods also poses a significant regulatory challenge. China is clearly expanding its capacity to
administer and to enforce export control legislation. However, good intentions alone will not suffice if
adequate resources are not invested in enforcement, outreach and engagement.
To facilitate industry‟s compliance with the controls, China has made some attempts to engage its
private sector on non-proliferation and export compliance issues. However, these efforts have been
relatively limited in scope to date. The implementation of a comprehensive private sector engagement
strategy is required in order to minimise proliferation risks. The development of a stronger and more
pervasive compliance culture would help China overcome some of the challenges posed by a rapidly
growing private sector.
Proliferation Risks posed by China
When considering the nature of proliferation risks in China, a number of key dimensions of the problem
can be highlighted. These risks are both posed by the Chinese government, but perhaps more
significantly by private sector entities operating to divert goods onto programmes of concern.
While China has put in place a system of export controls, there are still shortcomings in how the system
is operationalised. In some cases, this has allowed for the transfer of sensitive goods to WMD
programmes. In short, there is a risk of continued proliferation posed by the interpretation of the
licensing criteria by the Chinese authorities in licensing transfers that abide by the letter, but not
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necessarily the spirit, of national legislation or international commitments. A key example here is the
apparent reluctance of the Chinese authorities to invoke catch-all controls, or to prevent the transfer of
non-controlled goods to WMD programmes.3
However, by far the most significant proliferation risk posed by China relates to Chinese companies.
Many Chinese businesses, intentionally or due to lack of awareness, still seek to transfer goods without
an appropriate licence or authorisation, and to programmes of concern. The reluctance of the Chinese
authorities to follow up on cases of illicit transactions can facilitate this. The types of Chinese entities
involved in WMD-related trade have evolved over time. During the 1990s and early 2000s, numerous
state-owned entities were sanctioned by the US for their involvement in proliferation.4 Many of these
enterprises have since altered their behaviour and put in place compliance programmes. 5 Now risks are
more frequently documented as being posed by entities of the Chinese private sector.6
Alongside exporters of sensitive goods, the Chinese financial and transportation sectors continue to be
utilised by proliferators, especially with regard to China‟s neighbour North Korea. 7 The risks posed by
Chinese intermediaries, and the role of transportation hubs, have been found to constitute some of the
most significant challenges to the non-proliferation of WMD.
Doing Business in China
Exporters doing business in China should take into account the risks posed by Chinese entities to avoid
involvement in illicit trade. Before entering business relationships with Chinese companies, firms
should conduct extensive due-diligence. Steps should be taken to ensure the Chinese company has in
place a rigorous export compliance system. If in doubt, firms should contact their national authorities.
The following resources are available to firms conducting business in China:
China Country Profile
Red Flags and Due Diligence
The following case studies may be of interest:
Li Fang Wei
UK Civil Nuclear Company
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