CHAPTER 16

CIVIL-MILITARY INTEGRATION
AND PLA REFORMS

By Brian Lafferty

n December 2015, the People’s Liberation Army (PLA) formally

launched reforms that have been described as the “most wide-ranging

and ambitious restructuring since 1949.” Central Military Commis-
sion (CMC) Chairman Xi Jinping announced his intention to pursue these
changes by calling them the “only way to develop a strong military and
the key to deciding the future of the PLA.”> The PLA’s new plan set several
goals for 2020: achieving “breakthrough development” in joint operations
command system reforms and leadership management system reforms, as
well as “significant results” in military force reductions, reforms to improve
defense policies, and civil-military integration (CMI) development.’ CMTI’s
inclusion as a key pillar in a transformative reform agenda confirmed its
importance to the PLA’s overall modernization, and China’s unwavering
embrace of it as a national strategic imperative.

CMI began slowly taking root in China as a military modernization
strategy in the 1990s, and has since become steadily more institutionalized
within the PLA and China’s national security sector.* Chinese reliance on
CMI in military and economic development has increased significantly

under Xi Jinping, who has called for CMI to extend into more technology
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areas, cover more military and economic activities, and generate more tan-
gible achievements. He has provided a theoretical justification for change
by arguing that China’s CMI has entered a new phase, transitioning from
its initial institutionalization toward a deep integration of the civil and mil-
itary sectors. To spur a greater focus on CMI’s importance, in March 2015
Xi announced that it would be raised to a “national strategy” [ba junmin
ronghe fazhan shangsheng wei guojia zhanliie, L ZERFl &K g FFNEZK
fil#%], and this decision was ratified by the Politburo a year later.®

Chinese commentators have voiced their support for this policy direc-
tion by emphasizing the critical importance of CMI, arguing that it is a
“strategic requirement” [zhanliie xugiu, %% 7 >K] and the only way to build
a military capable of winning informationized wars.” As a recent article in
Qiushi argued, “CMI has become the one and only choice for strengthening
national comprehensive strength and defense competitiveness. . . . If a state
does not pursue CMI then it is difficult to preserve technological domi-
nance.” The same article also asserted that CMI development had become
a new area of fierce competition between states, and any major country that
did not quickly adopt CMI would inevitably fall behind its rivals.’

While Chinese CMI reforms have received saturation coverage in
China, they remain underexplored elsewhere, hindering efforts to under-
stand their potential impact on the PLA’s current round of reforms. In
particular, CMI has emerged as an integral part of Chinese efforts to pro-
mote defense science and technology development and bring additional
resources more efficiently into defense modernization. Its success or fail-
ure will in turn have a corresponding influence on a broad range of PLA
activities, and as such, it is helpful to better understand China’s efforts to
implement CMI, as well as its problems and prospects.

This chapter provides an overview of four aspects of China’s push for
civil-military integration. First, it surveys the broad impetus and objectives
for CMI, highlighting why Chinese leaders consider it so vital to the overall
PLA reform program. Second, it describes the operationalization of CMI,

noting where and how China has tried to pursue CMI reforms. Third, it
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focuses on some of the key problems that have hindered the effectiveness
of CMI reforms. Finally, the chapter discusses the creation of the Central
Commission for Integrated Military and Civilian Development [junmin
ronghe fazhan weiyuanhui, ZRflE K JEZ: 7123], and how it offers a

credible new path for resolving some of the most entrenched CMI obstacles.

Broad Impetus for Civil-Military Integration

China’s impetus for pursuing CMI as a core component of its PLA reforms
is in large part a result of its reckoning with modern technology-driven
warfare. After the first Gulf War, Chinese military strategists reached a
consensus on the decisive role played by technology in military conflicts,
and the reforms that have followed were geared toward creating a PLA that
was better equipped and better prepared to fight on the battlefield. The
many U.S. military engagements since 1991 have only reinforced for Chi-
nese strategists that modern warfare has transitioned from the mechanized
warfare of the industrial age to the informationized warfare of the network
age."” This change has dramatically affected Chinese thinking on military
modernization and the role of civil-military integration in their national
security strategy. In particular, it has focused Chinese strategic attention

on the issues of technology development and resource allocation.

Technology Development

The 2013 edition of the Academy of Military Science’s Science of Military
Strategy addressed the importance of science and technology (S&T) for
military development at length: “Science and technology is the key foun-
dation for combat strength,” and “the ferociously fast development of new
and high technology . . . has profoundly changed the content and mode of
combat strength.”! CMI theorist Hou Guangming also analyzed the chang-
ing impact of technology on the PLA, noting in a 2014 book on innovation
in the Chinese defense industries, from the “state’s perspective, the global
revolution in military affairs continually promotes upgrades in high-tech

weaponry, and the core of military competition is changing toward science
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and technology.”'> Thus, the race to upgrade defense technology has become
an overarching strategic imperative, and PLA strategists have stressed
that China’s weapons development pace will be inadequate if the country
fails to catch up in technology innovation."” This imperative has already
been enshrined in policy documents, as the 18" Party Congress in 2012
concluded, “[s]cience and technology innovation is a strategic support for
raising social productivity and comprehensive national strength, and we
must place it in a core position within our national security posture.” Xi
Jinping amplified this mandate in 2016 when he stated that the “state needs
the strategic support of science and technology more urgently than any
other time in the past” and warned that China was in a precarious position
in terms of its ability to innovate. He stated, the “situation that our country
is under others’ control in core technologies of key fields has not changed
fundamentally, and the country’s S&T foundation remains weak.”"* Most
recently, China included similar sentiments in the 19" Party Congress final
report, which stated, “We must keep it firm in our minds that technology is
the core combat capability, encourage innovations in major technologies,
and conduct innovations independently.”

China’s efforts to overcome its deficiencies in defense science and tech-
nology are hampered by the fact that the resource commitment needed to
reach and maintain technological parity with other major military powers
(let alone preeminence) is enormous. Chinese analysts have made numerous
references to the increasing costs of next-generation weapons platforms,
citing, for example, that the research and development (R&D) expenditures
for global first-generation fighters were under Rmb 500,000, while the cost
to develop fourth-generation fighters was between Rmb 10 and 40 billion."”
The financial requirements for R&D alone, exacerbated by how long the R&D
cycle now stretches, pose a significant resource challenge. Chinese analysts
have also drawn attention to the rapidly rising cost of military operations,
both in terms of finances as well as materiel consumption.” Compounding
these issues, the government is also confronting the enormous cost of trans-

forming its economy in an effort to build China into an S&T power.
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Resource Allocation

Given these demands on its finite resources, China’s official policy statements
have repeatedly warned that the country’s much-publicized defense budget
increases would be insufficient to meet the PLA’s development needs.”” The
head of National Defense University’s China Institute of National Defense
Finance Studies [zhongguo guofang jinrong yanjiu hui, “FE E &R 72
highlighted the PLA’s budgetary constraints in a May 2016 speech, stating,
“[r]light now . . . we face the reality that there is an intensified contradiction
between the rigid demand for increases in defense investment and the state’s
fiscal situation. In relying solely on state finances for defense investment,
we are already unable to support major advances in the development of our
defense.”” This dynamic has arguably worsened over the last 2 years, as
China’s official defense budget increase was well below media expectations
in 2016, and rose by an even smaller margin in 2017, thanks in part to slower
economic growth.” While China’s official defense budget does not capture all
of its defense-related spending, it does capture most defense expenditures.”
Moreover, to the extent that China’s economic growth has slowed to a “new
normal,” declining defense budget increases are most likely not overly dis-
proportionate with trends in its total defense-related spending.”

As aresult, there are no expectations that China can achieve its defense
modernization goals solely by increases in the defense budget. Chinese
leaders have been clear that the solution to this problem will not be guns-ver-
sus-butter budgetary tradeoffs that prioritize short-term military needs at the
expense of economic imperatives. Their reluctance to raise defense spending
more dramatically stems in part from the belief that it would harm economic
growth (and thus the foundation for long-term military strength), as well
as from the common perception that one of the major causes for the fall of

the Soviet Union was its ruinous attempts to match U.S. military spending.
CMI Reforms as Strategic Response

China’s current CMI reforms have evolved directly from concerns about

resource constraints versus the need to promote defense modernization.*
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Xi Jinping has stated that they are the product of research into how best
to coordinate building the country’s economy and defense capabilities,
and indeed, they reflect what has been a slow evolution in policy toward
broader, deeper civil-military resource-sharing.*® As currently conceived,
CMI reforms offer a way to ease PLA competition for resources by broad-
ening and strengthening the resource base that China can use for building
up defense. Phrased another way, they involve the “leveraging of dual-use
technologies, policies, and organizations for military benefit.”*® Their
basic prescription is the abandonment of governing norms that closed off
[ fengbi, £114]] military and defense institutions from the rest of the country,
and granted them their own dedicated resources, management systems,
and policy and standards environments. Instead, Chinese CMI seeks to
dramatically increase cross-fertilization and sharing between military and
civilian institutions in a growing spectrum of activities like technology
development, logistics, finance, and training. It seeks to merge civilian and
military development resources into a combined system that pursues sub-
stantially more cost-effective “coordinated development” [xietiao fazhan,
P % €] and resource-sharing [ziyuan gongxiang, THFIEE] to satisfy
the requirements for China’s national security and economic strategies.”
CMTI’s idealized application is a situation in which “military” and “civilian”
development is organically blended into a single whole, the distribution of
civil and military resources are optimized, and the overall efficiency of
resource utilization is improved to the point where “one kind of resource
investment produces multiple kinds of benefits” [yizhong ziyuan touru
chansheng duozhong xiaoyi, — M BHIEHR N LRI G].28

While CMI touches on a wide range of activities, it is primarily con-
cerned with an efficient allocation and use of resources [ziyuan peizhi he
shiyong, LR B A4 FH].> Chinese analysts have often taken inspiration
from the example set by U.S. moves toward CMI, which they feel consid-
erably lightened the U.S. military’s burden on overall spending.** To that
end, China seeks to create coordinating institutions and mechanisms

between military, political, economic, and social organizations that reduce
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allocative redundancies, achieve multiplier effects, and eliminate working

at cross-purposes. As one analyst argued:

Under the premise of preserving core national defense building
abilities [baochi hexin guofang jianshe nengli, & FfA% U E B 15
fi£ /7], [CMI] should fully bring about the market’s determinative
utility in resource allocation, and promote dual directional flow of
resources between the military and local areas in things like tech-
nology, industrial arts, equipment, facilities, labor, capital, and
information. It should make national defense construction even
more fully utilize the fruits of economic and social development,
and actively bring into play the important “pull effect” [ladong
zuoyong, f7#){FH] that defense and military modernization
have on economic and social development. We want a maximized
“military benefit” for economic construction, and a maximized

“economic benefit” for defense construction.?

In this fashion, China’s leaders feel they can create savings and make
government spending more effective by doing things like minimizing
redundant development efforts, such as when defense and civilian insti-
tutions are separately receiving grants to conduct similar research on the
same technologies; finding cheaper civilian sources for generic goods and
services that do not need to use specialized military providers; and ensuring
consideration for defense needs in economic planning, so that spending and
investments are mutually beneficial to the military and local economies.
Chinese strategists argue that CMI reforms can achieve the unification
of the “strong army” and “rich country” ideals [fuguo he giangjun xiang
tongyi, ‘& EFGRZEAHSE—], providing a blueprint for overcoming structural
impediments to military and economic development. Their support for the
reforms is enhanced by the fact that CMI serves as a compelling strategic
response to four major characteristics of modern informationized warfare.
First, Chinese leadership has reached an analytical conclusion that military

development and economic development are mutually dependent to a greater
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extent than ever before. They believe it is impossible to be a global military
power without also being a global economic power. This viewpoint took root
decades ago, when Deng Xiaoping’s military reforms were conditioned by his
belief that a country’s military strength was dependent on its economic base.
However, the resource requirements for modern warfare are so extensive
now that Chinese analysts are especially conscious of how vital an advanced
economy is to PLA modernization. As Yu Chuanxin, one of the Academy of
Military Science’s more prolific CMI experts explained, China’s pursuit of
a strong military requires a leading economic and S&T foundation, which
is only possible if China’s economy develops further, productivity levels
increase, and its strength in S&T advances to the global forefront.”> At the
same time, Yu argues that given the complex and increasing security threats
facing China from foreign and domestic enemies, its economy and society
need a strong military that can ensure security, stability, and peace.”® The
defense sector can also contribute to economic development through multiple
channels, such as the transfer of defense technologies for civilian use, integrat-
ing defense conglomerates into the broader economy, and contracting out for
goods and services needed by the military. Therefore, national security and
economic development should be thought of as a “single piece of steel” [yikuai
zheng gang, — U] that serves China’s fundamental national interest.**
The second characteristic of modern warfare that favors a move
toward CMI reforms is that technology is increasingly dual-use, blurring
[mohuhua, F5E#11L] the lines between military and civilian.» CMI analysts
regularly claim that over 80 percent of technologies in the equipment used
by leading military powers are dual-use, highlighting an imperative to
more effectively promote civil-military technology sharing in China.*® In
addition, the narrow but deep specialization needed to develop next-gener-
ation technologies has ensured that an ever-increasing number of industries
are involved in defense technology development and production. Chinese
researchers have cited statistics claiming that products from more than
1,000 industrial technology categories were involved in the equipment

used to conduct combat operations during the first Gulf War, up from
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the roughly 160 used for World War II.” These trends have only acceler-
ated. As such, the limitations of relying primarily on military and defense
industry resources to pursue defense-related S&T have been brought into
stark relief. The technology demands of modern combat are so great that
they far exceed [yuan yuan chaochule, ZEIEHEH [] the research and pro-
duction capacity of military academic, research, and defense industry
institutions.*® CMI analysts have been critical of how slow China has been
to adapt to these dual-use trends, citing widespread wasteful duplication
in R&D efforts—stemming from bifurcated military and civilian research
streams—as well as serious difficulties in converting R&D discoveries into
the production of new defense technologies.*

China’s slow response to dual-use dynamics has clear consequences
in an era in which the civilian sector has increasingly become a source of
major technological innovation.*’ As one analysis in Qiushi observed, in
the “20' century, defense science and technology was the locomotive for
technological revolutions, and the main direction for the spread of new
technology was from military to civilian sectors. However, disruptive
technological change in the 21* century now usually starts in the civilian
sector.”"! As this implies, in an increasing number of technology fields,
civilian R&D has surpassed the capabilities of military and defense industry
research institutions.** Therefore, China has national security interests in
helping its civilian technology sector develop as quickly as possible, as well
as in ensuring that the PLA is able to rapidly absorb and apply whatever
advanced technologies it produces. Given how fast technology is changing,
an inability to develop or apply advanced S&T capabilities can have pro-
gressively dire effects on a country’s security.** This logic was clearly evident
in China’s New Generation Artificial Intelligence Development Plan [xin
yidai rengong zhineng fazhan guihua, FH—RN TERER I, released
in July 2017, which established a goal of making China the world’s premiere
global artificial intelligence innovation center by 2030, and also explicitly
promoted a CMI strategy to ensure that corporate and civilian advances in

artificial intelligence could be leveraged for national defense.**
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The third characteristic of modern warfare relevant to CMI reforms
is its unprecedented resource demands, which has created incentives to
more fully eliminate the distinction between peacetime development and
preparation for war. “Combining peacetime and wartime preparations”
[pingzhan jiehe, “1-1i%45E] has long conditioned party leaders’ approach
to domestic development strategies, but Chinese analysts have begun to
advocate for a more extreme version due to their assessment that victoryina
conflict between major powers is no longer determined by simple measures,
such as numbers of ships and planes or industrial capacity. Instead, winning
is determined by comprehensive national security systems, encompassing
the whole of a country’s national security resources. Everything is brought
to bear in a major conflict, and the state that is able to fuse its disparate
resources together to exert the most strength is likely to emerge victorious.
As aresult, they argue that China must approach its military reforms froma
systems engineering perspective, in which multiple disparate elements work
together toward an overall goal. The factors involved in winning informa-
tionized conflicts—the investments to promote S&T development, reforms
to promote innovation, infrastructure to support rapid deployments, train-
ing to ensure that troops can handle the complexities of informationized
operations, and so forth—must be defined to include a very broad range of
activities so that areas not normally viewed through the prism of defense are
included in military reform and development strategies. Moreover, given
the importance of these factors, they must be addressed continuously, not
simply when security concerns are more urgent.

In recognition of these conditions, Chinese CMI analysts now describe
war between states as a contest between entire systems [tixi duikang, K%}
1], encompassing (to a much more consequential degree than in previous
eras) political, economic, scientific, technological, and cultural strength.**
As such, failing to recognize the interdependence of defense reforms with
the country’s overall policy environment is untenable: “In the information
era the lines are increasingly blurred between concepts like security and

development, economic and military development, civil and military,
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peacetime and wartime, frontlines and rear areas, and military-use versus
civilian-use. These concepts are being increasingly fused together.™®

The last characteristic of modern warfare that makes CMI a compelling
strategic response to military reform requirements is that informationized
war has increased the value of quality over quantity. China has enshrined
this as official policy under Xi Jinping, who has stated that streamlining the
PLA’s “scale, structure, and power composition” is an important part of the
PLA’s ongoing reforms.*” As he noted in a July 2017 Politburo study session,
“Quantity should be reduced and quality improved to build capable and
efficient military forces, which should be science and technology-oriented
rather than relying on labor intensity.™ To this end, Xi has continued the
PLA’s longstanding efforts to shed excess manpower. In January 2016, the
CMC announced a plan to cut the PLA’s size by 300,000, focused in part on
noncombat organizations and personnel [ fei zhandou jigou he renyuan, 3F
S HHLAAIA 1] Chinese commentators have noted that the troop cuts
are a sign that the PLA will change “from big to strong” [you da dao giang,
HHOK25], but the consequence of moving toward a leaner, meaner fighting
force is that the PLA will be increasingly reliant on civilians, reserves, and
militias to fulfill certain noncombat roles and responsibilities.** CMI’s focus
on promoting civil-military resource-sharing and using civilian capabilities
to support the military is therefore well aligned with the needs arising from
a smaller PLA.

Operationalizing Civil-Military Integration

Having established why China wants to pursue a CMI development strat-
egy, this section examines how and in what areas it has tried to apply CMI.
It is important to recognize that even though China has been promoting
CMI reforms in earnest for over 10 years, in most areas the reforms are still
at early stages of development. At the start of this process the basic infra-
structure for CMI—organizations to administer, regulations to govern, and
institutional mechanisms to facilitate—needed to be established either from

scratch or from rudimentary foundations.” Defense conversion [jun zhuan
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min, Z %X was the only component of CMI reforms that could be consid-
ered solidly institutionalized, but this was due to policies that began at the
start of the post-Mao era.” China was unprepared to implement the other
main components of what it wanted to accomplish with CMI—namely,
promoting the flow of civilian technology, talent, capital, and information
into the defense sector and encouraging a freer cross-exchange of civil and
military resources. As a result, initial CMI reforms focused on identifying
organizations with managing responsibilities for particular activities,
crafting first-step regulations that removed barriers to civil-military coor-
dination and/or facilitated better cooperation, creating better information
flows between relevant civil-military actors, and pushing relevant actors to
engage in CMI reform tasks.” It was about laying groundwork rather than
producing immediate results.

The process of breaking down civil-military barriers and establishing
cross-cutting civil-military resource-sharing has moved slowly precisely
because it upended entrenched norms and interests. CMI reforms required
disruptive change, but Chinese leaders’ own unfamiliarity with CMI and
their uncertainty about its impact helped pushed them toward a cautious
policy approach. As one 2008 analysis observed, “CMI is a big issue and
new topic, and our understanding and research is still in its initial stage.”*
Therefore, much of what China’s leadership promoted for CMI prior to Xi
Jinping’s administration amounted to relatively basic reforms that took
piecemeal steps to realign institutional behavior, such as changes that
allowed private companies to begin to contract goods and services to the
PLA, or the effort to encourage joint research, technology transfer, and
personnel training agreements between civil and military companies, uni-
versities, and research institutions.” The focus was in reorienting political,
corporate, and military leaders toward collaborative development processes
in which they had little to no experience.

China’s effort to create a basic infrastructure for CMI has been compli-
cated by the fact that the operationalization of CMI reforms are unavoidably

complex, involving interaction between an array of political, military, and
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corporate organizations in different administrative levels and geographic
areas, and across multiple areas of responsibility. It is at least “cross disci-
plinary” [kua lingyu, #5413%] and “cross-departmental” [kua bumen, %
#B171], but is more accurately understood as a “system of systems for coor-
dinated military and economic development.”® Xi Jinping has described it
in similar terms, stating that “CMI development is a systems engineering
issue, requiring systemic thinking, systemic methods, and systemic science
in making relevant policy prescriptions.” As such, the activities that are
potentially affected by CMI reforms, and the institutions involved, are
vast, and the interaction between all of them conditions how effective the
reforms will be.

Due in part to this complexity, China focused its initial CMI reform
efforts in only four high-priority areas: weapons and equipment develop-
ment, social support for the PLA [jundui shehuihua baozhang, 2
HEAR 5], defense personnel training, and defense mobilization.* In each
of these areas, China identified CMI reform goals, authorized or created
managing organizations to oversee activity, modified or created rules and
regulations to support activity, and reviewed implementation to identify
ways to improve outcomes. It also developed multiple channels for informa-
tion-sharing so that relevant actors could be more aware of CMI resources
and opportunities.”

In practice, thanks in part to relentless advocacy for CMI reforms
from political and military leaders, and political expectations for results, a
broad swath of Chinese actors at both central and local levels has engaged
in CMI activities. With so much room to improve, and so many actors
involved, this participation has generated some notable positive outcomes.
These include steadily broader and more substantive participation in PLA
contracting work from civilian-owned companies, fueled in part by the PLA
General Armament Department’s launch of the online All-Army Weap-
ons and Equipment Procurement Information Network [quan jun wugqi
zhuangbei caigou xinxi wang, IR IW(E E ] in January 2015.
The Web site, now operated post-reorganization by the CMC Equipment
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Development Department, became the PLA’s first authorized clearinghouse
for defense procurement notices. More than 1,000 projects were put up
for competitive bid in both 2016 and 2017—in theory, promoting cheaper,
more efficient supply services—and the PLA hopes to double that number
by 2020.% CMT's positive results also include the PLA’s increased reliance on
contractors for basic supplies and simple military services such as barracks
maintenance, heating supply, power supply, and cleaning, which is already
common in more urban areas and is increasingly getting adopted in lower
level and more remote areas.

Positive developments aside, the operationalization of CMI reforms has
thus far not fully met the government’s aspirations. Anecdotal evidence and
the complaints of Chinese leaders (see below) suggest that implementing
CMI reforms has not unleashed pent-up energies for CMI. The government
has so far been willing to let CMI participants use a certain amount of
initiative in implementing CMI measures, in the hopes that self-interested
behavior would help discover best practices, but civil and military leaders
have not aggressively embraced new opportunities for collaboration and
resource-sharing. This could be interpreted as a signal that there is opposi-
tion to the reforms, but Chinese leaders and strategists have instead blamed
the slow pace of meaningful compliance on the government’s inability to

effectively respond to the difficulties involved in implementing the reforms.

Operationalizing CMI Reforms under Xi

Xi Jinping did not immediately seek to leave his mark on China’s CMI policies
when he first took office, but in early 2015 he initiated major new theoretical
guidelines for CMI work that have shaped reforms since. At a meeting with
PLA representatives in advance of the 2015 National People’s Congress, he
announced a new phase in CMI reforms, stating, “China’s CMI develop-
ment has just entered a transitional phase, from initial integration [chubu
ronghe, ¥I?URIE] to deep integration [shendu ronghe, IRFERLE]S Tt was
at this same meeting that Xi elevated CMI to a national strategy, setting CMI

reforms on their current path of serving as a core component of the PLA
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reform program. Both of these ideas reflected Xi’s belief that a CMI develop-
ment strategy could “break new ground in the PLA’s capability building.”*

In promoting this new phase of CMI development, it is notable that
Xi—despite the mixed record of success in China’s CMI reforms to this
point—decided to dramatically expand the scale and scope of implementa-
tion. He has called for using CMI in a broader range of activities and raising
the level and degree of integration wherever it is applied. While retaining
CMT’s focus on weapons development, social support for the PLA, training,
and mobilization, Xi has called for expanding CMI processes into new
areas, specifically citing sea, space, and cyberspace [haiyang, taikong, wan-
gluo kongjian, - K7, W24 73(A]] as priorities.* He has also ordered
China’s academic, corporate, and research institutions to take the initiative
in discovering, cultivating, and applying cutting-edge technologies that can
help build up China’s military and national defense capabilities.*®

In addition to new technology areas, Xi wants CMI reforms to focus

more on organizational innovation, specifically in “three systems” [san ge

tixi, = MER]:

m amanagement system that features unified leadership and coordination
between the PLA and local governments

m an operational system in which work is led by the state, driven by
demand, and unified by market operations

m apolicy system that features a well-conceived set of policies (which cov-
ers all necessary areas), a complete set of policy linkages, and effectively
encourages desired outcomes.®

Essentially, Xi is calling for CMI processes to begin working the way poli-
cymakers have hoped they would.

Indeed, Xi has been critical of the pace of progress made so far in CMI
reforms, specifically flagging the country’s inability to quickly generate new
ideas and concepts to guide CMI activity; the government’s inability to keep
up with the demand for CMI-related policies, legislation, and operating

mechanisms; and a lack of top-level, unified management systems. Notably,
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he has also complained that CMI reform work was not being pursued with
enough intensity [gongzuo zhixing lidu bugou, TAEHAT/IFEAE].S As
he has stated, “We can do some things even better and some things even
faster with respect to using CMIin S&T areas . . . and we will more quickly
transform our military toward models based on quality and efficiency and

concentrated science and technology.”®

Problems in Implementing CMI
Xi Jinping is not the only critic of CMI’s operationalization, as scholars
and political and military experts have been cataloging its unresolved
problems for years. The critiques are motivated by the sense—clearly
shared by Xi—that given how important CMI reforms are for PLA
modernization, they have advanced far too slowly. For all the legitimate
progress that has been made, it is still true that China has only succeeded
in establishing a basic framework for CMI. Moreover, critical reforms
such as the restructuring of defense industry scientific research institu-
tions into corporations have taken much longer than originally expected,
and are only now getting started.®

Thanks to the lack of transparency regarding China’s defense spend-
ing, it is hard to gauge how effective CMI has been at promoting a more
efficient use of defense resources. However, it is telling that experts still
discuss CMT’s ability to usher in a more productive use of resources in
aspirational rather than empirical terms, and this style of argumentation
suggests that there is not yet a wealth of relevant data to cite. In terms of
CMTI’s impact on defense science and technology, despite some encouraging
signs of technological progress in advanced critical technologies like quan-
tum communications, Chinese leaders have stated that China still lacks
sufficient international core competitiveness in technological innovation.”
This is, of course, a matter of national security concern given how strength
in science and technology is considered vital to China’s security and its

ability to develop into a more advanced military power.
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Problems with Execution

Despite the government’s clear prioritization of CMI reforms, Chinese
analysts have observed a lingering (and at this point, increasingly prob-
lematic) lack of buy-in from actors impacted by the reforms. Some military
and civilian operations still remain closed off [fengbi yunxing, ¥ /#1ig17]
because administrators are not actively seeking out opportunities to work
across the civil-military divide. Other officials act as if national defense
was not an economic concern and vice versa.”* Analysts have also cited a
widespread persistence of “no action, no initiative, no self-reliance” [deng,
kao, yao, 5, 5, %] behavior among lower level officials, arguing that they
too often wait for higher level administrators to deal with CMI implemen-
tation problems instead of taking them on themselves. In addition, analysts
accuse some local officials of not treating CMI reforms with a sufficient
level of importance, noting that they promote local interests at the expense
of consideration for CMI development, as if CMI were only a priority for
the national government or the military.”

These critiques point to issues of misaligned incentives between
national and local officials, but Chinese officials and analysts have avoided
describing the problem in those terms. Instead, they have blamed these
issues on a persistent superficial understanding of CMI, relating to what it
entails, why it is important, and how it should guide behavior. The annual
report on CMI development overseen by the Ministry of Industry and
Information Technology and National Development and Reform Commis-
sion has found that some Chinese believe that any contact between civilian
and military actors is evidence of successful CMI, and therefore limit their
ambitions to simple activities that promote army-government and army-ci-
vilian unity rather than working on more substantive aspects of CMI. Some
organizations have also overemphasized one component of CMI, as if it was
simply about civilian support for the PLA or military interaction with civil-
ian political and economic sectors, without understanding that CMI now
prioritizes mutually beneficial bidirectional interaction.” This latter problem

is especially prevalent in the defense industries, where companies with long
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experience and comfort in developing products for the civilian market focus
on that aspect of CMI without expending much effort to utilize civilian
resources in their operations. These assessments of the problems affecting
CMI implementation are directly reflected in how Chinese leadership has
responded, with calls for better education and guidance from the top.

The flip side of concerns about apathy is that with so many units par-
ticipating in reforms—across industrial sectors; across military, political,
academic, and business activities; and across central and lower level admin-
istrative units—CMI operationalization has been overly fragmented. The
participants in a 2012-2013 year-long consultative investigation into the
defense industry’s CMI development strategy, sponsored by the Chinese
Academy of Engineering, found that individual industries and departments
were pursuing idiosyncratic CMI strategies that had them scattering off in
different directions.” China’s military, economic, and political institutions
at different administrative levels (for example, national, provincial, munic-
ipal, and so forth) established organizations to manage CMI work within
their specific jurisdictions, but there was little regular coordination between
them, and coordination work was slow, cumbersome, and consultative, not
collaborative. In general, these institutions were working individually, but
not collectively, to advance CMI policies. They were not used to the level
(and extent) of coordination being asked of them, and in the absence of clear
guidance and authoritative pressure, it has been easier to remain in their
comfort zone.” This is problematic for a policy that requires cross-sectoral,
cross-industry, and cross-administrative cooperation to work optimally.
Indeed, CMI work—in the words of one recent commentary—has thus far

only been implemented to a “narrow, shallow, and superficial” degree.”®

Problems with Top-Level Coordination

Chinese analysts have blamed the above problems on ineffective top-level
design [dingceng sheji, THlJZ1X11], a suboptimal outcome that stems from
the inescapable fact that Chinese CMI is a massive management challenge.

It requires coordination and cooperation among the leading institutions
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in charge of the military, national economy, administrative institutions,
and industrial sectors, and affects a broad, cross-sector range of activities,
including science and technology, education, and the economy. Tradi-
tionally, this level of coordination has not been ingrained within Chinese
institutions, and in the absence of strong national guidance with clear
incentives, Chinese actors have found it much easier to avoid the effort and
sacrifice required to make dramatic behavioral changes. This resistance
has made the generic benefits of CMI—integrating economic and military
development into unified strategic planning and allocating resources more
efficiently—much more difficult to achieve.””

These problems reflect China’s inability to effectively coordinate the
more complex aspects of CMI policymaking among CMI’s leading stake-
holders. Functional departments under the State Council and CMC have
had oversight over individual aspects of CMI, like defense industries,
defense S&T development, civil air defense, national defense transpor-
tation, and defense education, but none has had clear lines of authority
over the others to lead and coordinate action. As a result, although there
is a consensus among both military and civilian leaders concerning the
importance and urgency [jinpoxing, %iE1%] of CMI, there are still signif-
icant differences between military and local civilian actors [jun di zhijian
de renshi piancha bijiao da, 3 2 [B]FINR IR ZE ELEUK] regarding the
concrete steps to accomplish these goals. Areas of contention include deter-
mining civil-military functions, division of responsibilities, and operational
processes.” China has also failed to settle on ways to routinize stable oper-
ational processes for interagency coordination, as well as for other CMI
management activities such as linking available resources to requirements
and implementing civil-military resource-sharing.”

Experts have consistently argued for years that many of the problems
in CMI implementation are due to the central government’s disjointed
management of the issue, which affected its ability to educate and guide
behavior. Until January 2017, when the government launched the new

Central Commission for Integrated Military and Civilian Development
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(discussed below), China had avoided giving any single institution leader-
ship over the CMI portfolio. Most likely, this was due to the fact that CMI
straddled both military and economic activities but was only designed to
affect some aspects of military and economic development. Thus, a supra
agency with managing authority over only a limited range of its subordi-
nates’ activities was not practical or feasible. Instead, China relied for years
on the Department of CMI Promotion [junmin jiehe tuijin si, F-[R455
#7]]—a subordinate unit in the Ministry of Industry and Information
Technology—to serve as the government’s highest administrative body
devoted solely to CMI work.* In practice, the department only had limited
value in advancing reforms, as it had no discernible ability to set or enforce
CMI policy and lacked the authority to play much of a managing role. It was
ostensibly charged with promoting greater integration between civil-military
S&T institutions, but since the actual management of these institutions fell
to a host of other higher ranking agencies (among them the Ministry of
Science and Technology, Ministry of Commerce, National Development and
Reform Commission, and State Administration for Science and Technology
for National Defense), it could do little to affect actual behavior. As a result,
its activities were restricted to serving as a CMI facilitator, in which it acted
as an information resource for CMI opportunities and brought various
stakeholders together to find opportunities to deepen CMI development.*
The problem of diffused national leadership over reforms was exempli-
fied by the 2010 Opinions on Establishing and Improving a “Civil-Military
Integration” and “Locating Military Potential in Civilian Capabilities”
Weapons Research and Production System [guanyu jianli he wanshan jun-
min ronghe yu jun yu min wuqi zhuangbei keyan shengchan tixi de ruogan
yijian, TN R 8 T IR A R R AR 147 T
=] issued by the Central Military Commission and State Council. This
document was the most authoritative guideline for the CMI reform agenda
through the 12" Five-Year Plan (2011-2015), and in that context it is worth
noting how many institutions were given responsibility for CMI imple-

mentation. The Opinions were addressed to the People’s governments in

646



Civil-Military Integration and PLA Reforms

each province, autonomous region, and provincial-level city, the ministries
and directly managed organizations under the State Council, the People’s
Armed Police, each of the PLA’s services and branches, the four PLA general
departments, each military region, each military district, the Academy
of Military Science, the National Defense University, and the National
University of Defense Technology. They called on “relevant departments”
in the PLA and State Council to formulate concrete methods and policies
to address CMI requirements, to focus their planning on developing links
between units involved in CMI, and to implement CMI policies in close
coordination with each other, based on their (unspecified) division of
responsibilities. They also called on local governments and military equip-
ment management departments at each level to actively work in concert
and implement a full set of measures to ensure the smooth advancement of
development for the CMI weapons research and production system. As one
analysis highlighted, this guidance—in a top-level document that shaped
CMI development in weapons research and production for years—placed
overall managerial responsibilities in the hands of at least 20 different
institutions under the CMC and State Council.*

China sought to mitigate these problems by creating top-level coor-
dination groups, such as the Inter-Ministerial Coordinating Small Group
for the Development of the (CMI) Weapons Research and Production
System, which debuted in 2012. Led by the Ministry of Industry and
Information Technology, the small group featured senior officials from 23
military and civilian departments.® It has met every year since its launch,
and according to reports the meetings typically focus on discussing each
member’s respective efforts to support the current CMI priorities.** While
this information-sharing is presumably helpful, the body is not equipped
to resolve conflicts or disagreements, given that all members are on the
same levels of the administrative hierarchy.

A diffused management of CMI was less consequential when China’s
key tasks were focused on developing a basic institutional framework for

CMLI. However, as CMI has progressed along its development path, the
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problems of disorganized management of CMI have become more obvious
and acute. They are not only confined to the issues of coordination and
superficial implementation, described above. As Chinese analysts have
argued, inadequate management has also affected the pace of technology
innovation, created widespread unnecessary duplication in investment and
policies, failed to sufficiently encourage competition, and ultimately led to
a huge amount of waste [juda langfei, FKR%7].%

Improving Top-Level Design
Given the difficulty in resolving the management issues described above,
Chinese CMI experts have promoted the creation of a national-level man-
aging organization with the authority to oversee top-level design of CMI
reforms.® These calls have now been answered. China launched a Central
Commission for Integrated Military and Civilian Development [jun-
min ronghe fazhan weiyuanhui, ZRRIE K €22 5143). This commission,
announced on January 22, 2017, is chaired by Xi Jinping, and its original
members included three other Politburo Standing Committee (PBSC)
members (Li Keqgiang, Liu Yunshan, and Zhang Gaoli) as vice chairmen, as
well as CMC Vice Chairmen Xu Qiliang and Fan Changlong.*” According
to news reports, the commission was specifically created to provide unified
leadership of CMI decisionmaking, acting as a top-level coordinating orga-
nization overseeing the most significant issues affecting CMI development.
It reports directly to the Politburo and PBSC, and its importance is reflected
in the fact that Zhang Gaoli was chosen to lead the commission’s General
Affairs Office [bangongshi, 7MAZ].% As the South China Morning Post
article on his appointment observed, the head of the General Affairs Office
is more typically a lower grade leader, so it is unusual that a PBSC member
was chosen to lead the commission’s day-to-day operations.®

In a sign of how important its work is considered, the commission has
already met three times—in June and September 2017 and in March 2018.
At the September 2017 meeting, Xi called on members to strengthen top-

level design of CMI development and urged them to insist on making key
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breakthroughs, while focusing both on present and long-term strategies
for CMI development.”® The members also reviewed accomplishments
since the first meeting and discussed work items relating to the passage
of recent CMI guidelines, including the Guidelines for Defense Science
and Technology Industry Development During the 13" Five-Year Plan
(2016-2020), Opinions on Promoting Deep Development of Civil-Military
Integration in the Defense Science and Technology Industries, and Opin-
ions on Implementing Deep Development of Civil-Military Integration in
Military Logistics During the 13" Five-Year Plan.” The commission’s third
meeting called for strengthening the leading role of strategy and ideology;,
for the CMI development strategy to take root in each region and depart-
ment, and for reforms to achieve effective results in key domains, regions,
and industries. It also highlighted the need for key reform breakthroughs,
such as quickly eliminating barriers to defense conversion [jun zhuan min,
Z#ER] and civilian participation in the defense industries [min can jun,
[RZ%] and hastening key reforms in areas like defense S&T industries,
PLA equipment acquisition, pricing of military supplies, and unbalanced
civil-military taxation policies.’?

While the launch of the commission is an important step for the man-
agement of CMI reforms, none of the management challenges that existed
before its creation has melted away. It must still deal with a sprawling net-
work of institutions (with a diverse set of functions) that implement CMI
directives. It also still faces the problem of misaligned incentives between
national- and local-level actors, as party leadership appears to expect lower
level compliance with CMI directives without acknowledging that they
may be at odds with corporate and organizational interests. However, CMI
operationalization is now led by a higher authority that can issue concrete
guidance, push authoritatively for greater interagency cooperation, and
more credibly demand a focus on overarching goals. In addition, the com-
mission allows the government’s CMI management system to move toward
a more rational division of labor—where top-level management organs

make policy decisions, interministerial coordinating organs allow leaders
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from relevant departments to consult with their counterparts, CMI depart-

ments lead, and relevant departments carry out centralized management.”®

Conclusion

Xi Jinping’s assessment that China has only just emerged from its initial
phase of CMI development serves as a useful reminder that CMI is still a
work in progress, with fundamental questions about how to operationalize
and manage it still unsettled. In particular, despite full agreement on the
abstract need for CMI, China’s aspirations for it involve an extremely com-
plex level of system of systems (interministerial, cross-sectoral, center-local,
and civil-military) cooperation, and substantive buy-in for this degree of
integration is not yet widespread. As described in this chapter, Chinese
actors throughout the CMI universe have shown varying levels of commit-
ment to CMI reforms, and while the sustained drumbeat of pressure from
top-level leadership makes it unlikely that disinterested actors can fully
resist efforts to deepen CMI, they can surely limit how far CMI behavior
is institutionalized. As such, China’s prospects for fully integrating CMI
processes into day-to-day PLA functions remain in doubt, and the track
record suggests that even positive returns will involve a longer and more
difficult process than the party currently acknowledges.

However, China is clearly improving its understanding of CMI-related
policy challenges and has shown a commitment to working through them
despite their obvious complexity. Even before the creation of the Central
Commission for Integrated Military and Civilian Development, one of
China’s leading voices on CMI strategy argued that China had started
the process of taking on the deep-rooted obstructions that had hampered
CMI development.* This effort is reflected in the designation of CMI as
a national strategy in 2015, and Xi’s engagement on the issue, which has
created a new urgency to generate substantive CMI returns. According to
the reform timeline that the CMC described when it announced its PLA
reform plan in January 2016, CMI reforms would be a focus from 2017 to

2020. As such, the effort to adjust, optimize, and improve its workings is
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just getting started, and still has 3 years to go.” It is too early to assess how
well it has gone.

The government has set a goal of “breakthrough” development in
CMI by 2020, and while this is a vaguely defined objective, there is reason
for Chinese leaders to think it is reachable. An institutional framework
for CMI operations is already in place, a better management structure
has been devised, and invested leaders have accrued several years’ worth
of watching CMI in practice and working through policy solutions to
emergent problems. As a result, although CMI reforms have thus far not
delivered on their promise, and still face significant hurdles, there is more
of a chance for CMI to take hold. If it does, it will mark a turning point in
the PLA’s reforms, with tangible and significant multiplier effects in areas
such as defense science and technology, logistics, military education, and
mobilization. By the same token, it would be equally important if China
continued to struggle with CMI implementation. A failure to deepen CMI
reforms would serve as a drag on the PLA’s reform process and impair
China’s ability to fully meet the challenges—as it currently sees them—of

modern informationized warfare.
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