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Abstract

Since the beginning of the twenty-first century, China has pursued a Go Global
strategy to integrate itself into the international economy and increase its political
influence. Central to this pursuit is China’s engagement with emerging and developing
market countries by offering concessional loans and grants for infrastructure
development. Competing with Western-led institutions such as the World Bank, China
provides an alternative to Washington Consensus conditionalities. The research seeks to
determine whether Chinese loan and grant commitments to emerging and developing
market countries impact democracy and freedom in recipient countries.

By examining trends in Economist Democracy Index Scores and Freedom House
Freedom Scores compared with Chinese loan and grant commitments as a percentage of
the recipient country’s GDP, the research demonstrates that there is little association.
Further analysis is conducted with case studies on two African countries, Zimbabwe and
Gabon, and two Latin American countries, Argentina and Guyana, to examine their
political and economic engagement with China.

Despite the lack of association identified between Chinese loan and grant
commitments with democracy and freedom in recipient countries, it is evident that China
is growing its political and economic influence on a global scale. Through genuine
geopolitical relationships and debt trap diplomacy, China has garnered support to gain
more significant influence in global institutions such as the United Nations, resulting in

an increasingly bipolar world in the twenty-first century.



Frontispiece

Marco Polo Traveling Along the Silk Road as Depicted in the 14" Century Catalan Atlas,
attributed to Abraham Cresques.”

* “Marco Polo on the Silk Road,” Encyclopadia Britannica, accessed July 16, 2023,
https://www.britannica.com/money/topic/Silk-Road-trade-route#/media/1/544491/259548.
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Chapter I.

China ‘Going Global’

During the mid-twentieth century, Western-led multilateral institutions became
the predominant players in providing developmental financing to emerging and
developing economies. Guided by Western principles, financial organizations such as the
World Bank offered billions of dollars in concessional loans, often conditioned upon
countries agreeing to specific political and economic reforms.> Toward the end of the
Cold War era, the resolve of these institutions grew. In 1989 the phrase “Washington
Consensus” was coined by economist John Williamson to describe reform policies for
developing economies, including, among other requirements, fiscal discipline and
privatization.? Many emerging and developing market countries begrudgingly accepted
these loan terms to access funds for infrastructure development.

As China emerged as an economic powerhouse in the twenty-first century, many
countries once reliant upon the United States for financial support have found a new

partner.® Over the last quarter century, China has stepped in to fill a void without many

! Sarah Babb and Alexander Kentikelenis, “People Have Long Predicted the Collapse of the Washington
Consensus. It Keeps Reappearing under New Guises,” Washington Post, April 16, 2021,
https://www.washingtonpost.com/politics/2021/04/16/people-have-long-predicted-collapse-washington-
consensus-it-keeps-reappearing-under-new-guises/.

2 Belinda Archibong, Brahima Sangafowa Coulibaly, and Ngozi Okonjo-Iweala, “How Have the
Washington Consensus Reforms Affected Economic Performance in Sub-Saharan Africa?,” Brookings,
February 19, 2021, https://www.brookings.edu/articles/how-have-the-washington-consensus-reforms-
affected-economic-performance-in-sub-saharan-africa/.

3 Mohamad Zreik, “China's Economic Development: A Successful Model in the Rise of Nations,”
Diplomat Magazine, June 5, 2022, https://diplomatmagazine.eu/2022/06/05/chinas-economic-development-
a-successful-model-in-the-rise-of-nations/.



of the “compulsory institutions and redundant structures” imposed by Western
institutions.*

While China may be utilizing a global investment strategy to achieve an economic
and political agenda, it is not necessarily evident that these investments are intended to
influence the domestic politics of recipient countries. Through an analysis of Chinese
loan and grant commitments to emerging and developing market countries over the early
part of the twenty-first century, the research seeks to demonstrate whether there is an
association between such commitments and trends in democracy and freedom within the

recipient countries.

“Chao Ying Gan Mei”

In 2014 Chinese President Xi Jinping visited Paris, France to commemorate the
50th anniversary of establishing diplomatic ties between the Chinese and the French.
During a speech before French President Francois Hollande, President Xi referred to a
quote (incorrectly) attributed to Napoleon Bonaparte, comparing “China to a ‘sleeping
lion> and observed that ‘when she wakes she will shake the world.” > The Chinese

president continued by saying, “[n]Jow China the lion has awakened...”®

4 Roza Nurgozhayeva, “Rule-Making, Rule-Taking or Rule-Rejecting Under the Belt and Road Initiative:
A Central Asian Perspective,” The Chinese Journal of Comparative Law 8, no. 1 (2020): 253,
https://doi.org/10.1093/cjcl/cxaa006.

® Xi Jinping, “Speech by H.E. Mr. Xi Jinping President of the People’s Republic of China at the Meeting
Commemorating the 50th Anniversary of the Establishment of China-France Diplomatic Relations,” The
Ministry of Foreign Affairs of the People’s Republic of China, March 27, 2014, https://www.fmprc.gov.cn/
mfa_eng/gjhdg_665435/3265_665445/3291_664540/3294_664546/201404/t20140417_575167.html.

6 Jinping, “Speech Commemorating China-France Diplomatic Relations.”



A millennium ago, in the year 1000 A.D., China was recognized as one of the
wealthiest nations in the world.” The Chinese empire had developed some of the most
extensive global trade routes beginning in 207 B.C. under the Han Dynasty. The Silk
Road, as it became known, connected China to Europe through central Asia and the
Middle East. The rapid growth of Chinese trade and wealth declined in the 1400s when
Constantinople fell to Sultan Mohammed Il, and other disruptions inhibited trade routes
from Asia to Europe.? The following 600 years saw the expansion of European wealth
and global influence through periods of Western exploration and imperialism.

In the mid-twentieth century, Chairman Mao Zedong launched a renewed effort
for China to reclaim its former political and economic stature. Introducing the slogan
“chao ying gan mei,” which translates to “surpass Britain and catch up to America,” Mao
sought to rebuild China’s former glory through industrialization.® This was first
attempted by expanding China’s agricultural and industrial output during the Great Leap
Forward. These efforts, however, proved to be “one of the worst catastrophes in human
history,” resulting in approximately 30 million deaths primarily due to starvation.°

Although Mao protected his position of power by launching the Chinese Cultural

Revolution, it was under the leadership of Deng Xiaoping that China was able to rebuild

" Derek Thompson, “The Economic History of the Last 2,000 Years in 1 Little Graph,” The Atlantic, June
19, 2012, https://www.theatlantic.com/business/archive/2012/06/the-economic-history-of-the-last-2-000-
years-in-1-little-graph/258676/.

8 A. H. Lybyer, “The Ottoman Turks and the Routes of Oriental Trade,” The English Historical Review
XXX, no. CXX (1915): 581-83, https://doi.org/10.1093/ehr/XXX.CXX.577.

° William A. Callahan, “Surpass,” in Afterlives of Chinese Communism: Political Concepts from Mao to Xi,
ed. Christian Sorace, lvan Franceschini, and Nicholas Loubere (Canberra: ANU Press, 2019), 276,
http://www.jstor.org/stable/j.ctvk3gng9.

10 Justin Yifu Lin and Dennis Tao Yang, “On the Causes of China's Agricultural Crisis and the Great Leap
Famine,” China Economic Review 9, no.2 (1998): 125, https://doi.org/10.1016/S1043-951X(99)80010-8.



its domestic economy from an “agrarian backwater to [an] industrial powerhouse.”**
Like Mao, Deng was “driven by a vision of a strong and wealthy China...”*? To do this,
he reinstituted the “Four Modernizations” of agriculture, industry, science and
technology, and defense, formally proposed by his predecessor Zhou Enlai.* Deng also
introduced “controlled capitalism,” stepping away from hardline communist policies, and
had an “open-door policy toward the West.”** Upon his death in 1997, the New York
Times highlighted that “[o]ne of Mr. Deng's great achievements was... [e]nsuring that
China joined the international community.”* The principles of Deng Xiaoping’s
“authoritarian capitalism” economic reforms were maintained by his successors, and by

the beginning of the twenty-first century, China was ready to “Go Global.”

Awakening the Sleeping Lion
At the end of World War Il, the United States cemented its position as a global
superpower with the capacity to influence world politics and economic affairs. The
establishment of U.S.-led global institutions during this period, such as the United

Nations based in New York City, and both the International Monetary Fund and the

11 “From Agrarian Backwater to Industrial Powerhouse,” Xinhua, September 11, 2019,
http://www.xinhuanet.com/english/2019-09/11/c_138383892.htm.

12 Christopher M. Clarke, “Rejuvenation, Reorganization and the Dilemmas of Modernization in Post-
Deng China.” Journal of International Affairs 39, no. 2 (1986): 120, https://www.jstor.org/stable/
24356581.

13 Immanuel C. Y. Hsu, China Without Mao (New York: Oxford University Press, 1990), 93-4,
https://doi.org/10.1093/acprof:0s0/9780195060560.003.0004.

14 Francis So0, “China and Modernization: Past and Present a Discussion,” Studies in Soviet Thought 38,
no. 1 (1989): 34, https://doi.org/10.1007/BF00838019.

15 Seth Faison, “Deng Xiaoping is Dead at 92; Architect of Modern China,” New York Times, February 20,
1997, https://www.nytimes.com/1997/02/20/world/deng-xiaoping-is-dead-at-92-architect-of-modern-
china.html.

16 USC US-China Institute, “Julia Lovell on the Rise of Maoism,” video, 22:12, March 11, 2021,
https://china.usc.edu/julia-lovell-rise-maoism; « ‘Go Global’ Investment Strategy Needed for Chinese
Enterprises,” China Internet Information Center, accessed July 2, 2023,
http://www.china.org.cn/english/GS-e/19033.htm.



World Bank based in Washington, D.C., set the stage for the United States to be at the
helm of leadership for the latter half of the twentieth century. In a world where the
United States was a global hegemon, Pax Americana ushered in an era of “peace,
stability, and prosperity... [to] some, but by no means all states and societies that came to
be in the US sphere of influence...”*’

Through many of these newly founded institutions, the United States, alongside
other developed nations, lined up to support the economic and infrastructure needs of
post-colonial emerging and developing countries worldwide. In its dominant economic
position, the United States became the most significant contributor to global and regional
multilateral development banks (“MDBs”), organizations tasked with providing
“financial and technical support to developing countries to help them strengthen
economic management and reduce poverty.” In addition to the World Bank, founded in
1944, regional development banks across continents were established and tasked with
providing concessional loans to help support developing nations. Alongside local
participants, the United States helped lead many regional MDBs, such as the European
Bank for Reconstruction and Development, the Inter-American Development Bank, the
Asian Development Bank, and the African Development Bank.*®

While focused on the primary objective of economic improvement, these

institutions often served as political tools to promote democracy, bringing with dollars

the normative conditionalities of the Washington Consensus. As a condition of financial

17 patrick O. Cohrs, “ ‘Pax Americana’: The United States and the Transformation of the 20th Century’s
Global Order,” Revista Brasileira de Politica Internacional 61, no. 2 (2018): 2-3, https://doi.org/10.1590/
0034-7329201800202.

18 Lars Engen and Annalisa Prizzon, A Guide to Multilateral Development Banks, 2018 Edition (London:
Overseas Development Institute, 2018), https://odi.org/en/publications/a-guide-to-multilateral-
development-banks/.



support, developing countries were frequently required to meet and maintain prescribed
Western objectives of freedom and democracy.*® In need of funding, the governments of
developing countries often accepted these terms, as Western-led support, particularly in
the post-Cold War era, was considered for many “the only game in town.”?® Since the
beginning of the twenty-first century, however, Western aid that was once somewhat
“limited” has been in decline.?!

While the United States emerged as a leader in the post-World War Il era, China
was rebuilding the foundation of the once-prosperous Middle Kingdom. Leadership
under Chairman Mao Zedong was eager to reclaim Chinese prominence following what
Chinese nationalists called the Century of Humiliation.??> Referring to the period from the
First Opium War in 1839 to the establishment of the People’s Republic of China in 1949,
this “master narrative” of humiliation refers to the Chinese “memories of subjugation at
the hands of Western powers” as an explanation for the decline in Chinese prosperity.?
While foreign involvement impacted China during the latter half of the nineteenth and
early twentieth centuries, much of the turmoil resulted from Chinese civil wars. The
Taiping Rebellion, frequently described as the “bloodiest civil war in history,” began in

1850 and extended for 14 years.?* Ultimately, Chinese dynastic rule ended with the 1911

19 Babb and Kentikelenis, “Analysis, Collapse of the Washington Consensus.”

20 Nurgozhayeva, “Rule-Making,” 252.

2L Jennifer Hillman and David Sacks, China's Belt and Road: Implications for the United States,
Independent Task Force Report No. 79 (New York: Counsel on Foreign Relations, March 2021), 4,
https://www.cfr.org/task-force-report/chinas-belt-and-road-implications-for-the-united-states/.

22 Raquel Leslie, “The Use of Victor-Victim Historical Narratives in Chinese Nationalist Discourse,”
Cornell International Affairs Review 11, no. 2 (2018): 105-07, https://doi.org/10.37513/ciar.v11i2.506.

2 William A. Callahan, “National Insecurities: Humiliation, Salvation, and Chinese Nationalism,”
Alternatives: Global, Local, Political 29, no. 2 (2004): 204, https://doi.org/10.1177/030437540402900204;
China’s Narratives Regarding National Security Policy: Hearing before the U.S.-China Economic and
Security Review Commission, 112th Cong. 2 (2011) (statement of Alison A. Kaufman, China Analyst,
CNA), 137, https://www.uscc.gov/sites/default/files/transcripts/3.10.11Hearing Transcript.pdf.

24 “Portrait of a Bloody Siege,” University of Cambridge, March 9, 2014, https://www.cam.ac.uk/research/
news/portrait-of-a-bloody-siege.



Xinhai Revolution, proceeding the Chinese Civil War, which spanned several periods of
conflict between the Republic of China and the People’s Republic of China under the
Chinese Communist Party. With support from the Soviet Union, the only significant
threat to U.S. hegemony at the time, by 1949 the Chinese Communist Party was able to
end decades of civil war. Shortly after the war ended, however, Sino-Soviet relations
faltered, and in 1956 China set its new ambition of “chao ying gan mei.”?® The narrative
of the Century of Humiliation “spur[ed] a national consciousness-raising or ‘awakening’
movement in China...”?®

In 1952, China’s GDP represented only 5.2% of global GDP.?’ However, the
efforts of Mao Zedong, Zhou Enlai, Deng Xiaoping, and other Chinese leaders paid off.
Beginning in 1978, China “saw average real growth of more than 9 percent a year... In
several peak years, the economy grew more than 13 percent.”?® By 2030, China’s GDP
has been projected to exceed that of the U.S. and make up over 23% of global GDP,
achieving the goals set by Mao three-quarters of a century earlier.?®

As the domestic economy had reestablished a strong foundation, China sought to
reemerge into the global economy and promote overseas investments. In 1999, under
Chinese President Jiang Zemin, China launched its Go Out Policy, or “Zouchiqu

Zhanlie.” By 2001, China became a member of the World Trade Organization and

gained Most Favored Nation status from the United States. The next step in “the great

% Callahan, “Surpass,” 276.

%6 Leslie, “The Use of Victor-Victim Historical Narratives in Chinese Nationalist Discourse,” 112.

27 Angus Maddison, Chinese Economic Performance in the Long Run: 960 — 2030 AD, Development
Centre Studies (Paris, France: OECD Publications, 2007), 44, http://piketty.pse.ens.fr/files/
MaddisonQ7.pdf.

28 Zuliu Hu and Mohsin S. Khan, Why is China Growing So Fast?, Economic Issues 8 (Washington, DC:
International Monetary Fund, April 1997), 1, https://www.imf.org/external/pubs/ft/issues8/issue8.pdf.

29 “Chinese Economy to Overtake US 'By 2028' Due to Covid,” BBC, December 26, 2020,
https://www.bbc.com/news/world-asia-china-55454146.



rejuvenation of the Chinese nation” and toward “a new, ‘proper’ international order
reflecting China’s greater economic and political weight” was taken in 2013 with the
launch of the Belt and Road Initiative by Chinese President Xi Jinping.°

Between 1999 and 2016, China increased its foreign direct investment net
outflows from $4.04 billion to $216.42 billion (on a current U.S. dollar basis), a 5,257%
increase.®! By comparison, during this same period, the foreign direct investment net
outflows of the United States went from $247.49 billion to $299.81 billion (on a current
U.S. dollar basis), a 21% increase.*> Globally, foreign direct investment net outflows
totaled $1.21 trillion in 1999, rising to $2.11 trillion in 2016 (on a current U.S. dollar
basis), an increase of 74% over the period.®® The rapid growth of Chinese investment
overseas has contributed to repositioning a more powerful China in the global political

and economic world order.

One Belt, One Road
In 2013 President Xi advanced the Go Out Policy by launching the Belt and Road
Initiative (“BRI”), or Yidai Yilu. The BRI, China’s modern Silk Road, was initially
intended to connect China to Europe through an “overland Silk Road Economic Belt and

a 21st Century Maritime Silk Road” by linking the continents through transportation,

%0 Tobias Harris, Masahiro Kawai, and Yun Sun, Asian Infrastructure Investment Bank: China as
Responsible Stakeholder?, ed. Daniel Bob (United States: Sasakawa Peace Foundation USA, 2015), 2,
https://spfusa.org/wp-content/uploads/2015/07/AlIB-Report_4web.pdf.

31 "Foreign direct investment, net outflows (BoP, current US$) — China," World Bank Group, accessed June
11, 2023, https://data.worldbank.org/indicator/BM.KLT.DINV.CD.WD?end=2021&locations=CN&
start=1999.

32 "Foreign direct investment, net outflows (BoP, current US$) — United States," World Bank Group,
accessed July 2, 2023, https://data.worldbank.org/indicator/BM.KLT.DINV.CD.WD?end=2021&
locations=US&start=1999.

33 "Foreign direct investment, net outflows (BoP, current US$)," World Bank Group, accessed July 2, 2023,
https://data.worldbank.org/indicator/BM.KLT.DINV.CD.WD?end=2021&start=1999.



energy, telecommunication, and cyber infrastructure.3* A decade later, Belt and Road has
expanded across seven continents.

Shortly after the launch of BRI, in 2016, with the support of 56 other nations,
China established a new Chinese-led multilateral development bank, the Asian
Infrastructure Investment Bank (“AlIB”). The bank, proposed in 2013, was initially
intended to provide “financial support for infrastructure development in countries along
the ‘One Belt, One Road’...”% As Chinese ambition grew, its goals for the AlIB
expanded as well. Frustrated with difficulty to “get anything done in the World Bank or
the International Monetary Fund,” China “...set up its own World Bank that it can
control itself.”®

The AlIB and numerous state-owned enterprises in China have supported funding
the BRI and other global investment projects as China has expanded its engagement
internationally. While early participation in the BRI was primarily predicated on
following the Silk Road and was concentrated with activity throughout Asia and central
Europe, the breadth of BRI projects has expanded to include countries across seven
continents. China reached this milestone through its “Polar Silk Road” announcement in

2018, as the country sought to expand infrastructure development into the Arctic region

by constructing a permanent airstrip in Antarctica.>” As of June 2023, the Chinese

34 James McBride, Noah Berman, and Andrew Chatzky, “China's Massive Belt and Road Initiative,”
Council on Foreign Relations, last updated February 2, 2023, https://www.cfr.org/backgrounder/chinas-
massive-belt-and-road-initiative; Frank Umbach, “How China's Belt and Road Initiative Is Faring,” GIS
Reports, April 8, 2022, https://www.gisreportsonline.com/r/belt-road-initiative/.

3 Martin A. Weiss, Asian Infrastructure Investment Bank (AlIB), CRS Report No. R44754 (Washington,
DC: Congressional Research Service, 2017), 6, https://crsreports.congress.gov/product/pdf/R/R44754/6.
3 Jamil Anderlini, ““China Expands Plans for World Bank Rivals,” Financial Times, June 24, 2014,
https://www.ft.com/content/b1012282-fba4-11e3-aa19-00144feab7de.

37 “China’s Arctic Policy,” State Council Information Office of the People’s Republic of China, January 26,
2018, https://english.www.gov.cn/archive/white_paper/2018/01/26/ content 281476026660336.htm; Lui,
Zhen, “China to Begin Building First Permanent Airfield in Antarctica,” South China Morning Post,



government reported having “signed more than 200 cooperation documents on the joint
construction of the ‘Belt and Road’ with 152 countries and 32 international
organizations.”*® These cooperation documents include Memorandums of Understanding
with China, which provide “specific provisions, such as details about particular projects
to be developed,” and more generic cooperation agreements.>°

It has been estimated that from the launch of the BRI in 2013 through the end of
2021, China had invested approximately $890 billion across BRI countries, while
estimates for China’s financial commitment to the BRI have ranged from $1 trillion to
$1.3 trillion.*® As of March 2022, when grouped by region, Europe & Central Asia
comprised 24% of BRI participating countries, while East Asia & Pacific and South Asia
comprised 17% and 4%, respectively. The largest regional concentration of participating
countries could be found in Sub-Saharan Africa, making up 29% of participating
countries, most of whom joined in 2018 or later. Although Latin American and
Caribbean countries comprised only 14% of participants, many of these countries are the

most recent to join the BRI

October 29, 2018, https://www.scmp.com/news/china/diplomacy/article/2170735/china-begin-building-
first-permanent-airfield-antarctica.

38 «List of Countries That Have Signed Cooperation Documents with China on the Joint Construction of the
‘Belt and Road,” ” China Belt and Road Network, Belt and Road Portal, trans. Google Translate, accessed
July 9, 2023, https://www.yidaiyilu.gov.cn/info/ iList.jsp?tm_id=126&cat_id=10122&info_id=77298.

%9 Christoph Nedopil, “Countries of the Belt and Road Initiative (BRI),” Green Finance & Development
Center, FISF Fudan University, accessed February 26, 2023, https://greenfdc.org/countries-of-the-belt-and-
road-initiative-bri/; Jack Nolan and Wendy Leutert, “Signing up or Standing Aside: Disaggregating
Participation in China's Belt and Road Initiative,” Brookings, October 2020, https://www.brookings.edu/
articles/signing-up-or-standing-aside-disaggregating-participation-in-chinas-belt-and-road-initiative/.

40 “About the Belt and Road Initiative (BRI),” Green Finance & Development Center, accessed September
26, 2022, https://greenfdc.org/belt-and-road-initiative-about/; Nadége Rolland, “A Concise Guide to the
Belt and Road Initiative,” The National Bureau of Asian Research (NBR), August 15, 2019,
https://www.nbr.org/publication/a-guide-to-the-belt-and-road-initiative/.

41 Nedopil, “Countries of the Belt and Road Initiative (BRI).”
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On its surface, China’s Belt and Road Initiative has been a boon for the growth of
many developing nations. Historically for these countries, capital resources outside of
the World Bank and other Western-led multilateral development banks have been limited.
Moreover, there has been hesitation before accepting funds with political and economic
strings attached, resulting in many countries rejecting contingent loans. From a
government official’s perspective, policies centered around “fiscal discipline, market-
oriented domestic reforms, and openness to trade and investment restrictions,” while
well-intentioned, presented challenges and did not always result in immediate economic
growth.*? In contrast, Chinese funding has primarily been focused on spurring near-term
economic growth and developing relationships with local leaders, with little concern for
the democratic and market-driven expectations of Washington.

For countries that have established close economic ties with China, this funding
serves as an alternative “policy toolkit” and an opportunity for China to “translat[e] its
material capabilities as a rising power into multilateral public goods.”** However, others
view China’s newfound “generosity” and its establishment of the AlIB as China engaging
in “statecraft policy options” to promote China’s global hegemon goals.** Critics claim
that Chinese funds eventually push developing economies into a debt trap by luring
countries into economically unviable projects where China ultimately achieves political

and economic influence.

42 Archibong, Coulibaly, and Okonjo-lweala, “Washington Consensus Reforms.”

43 Mustafa Yagci, “A Beijing Consensus in the Making: The Rise of Chinese Initiatives in the International
Political Economy and Implications for Developing Countries,” Perceptions 21, no. 2 (2016): 30, ProQuest;
Jiejin Zhu, “Is the AIIB a China-controlled Bank? China’s Evolving Multilateralism in Three Dimensions
(3D),” Global Policy 10, no. 4 (2019): 658, https://doi.org/10.1111/1758-5899.12763.

4 Daniel S. Hamilton, Checkbook Diplomacy, Center for Transatlantic Relations, 2016, https://
archive.transatlanticrelations.org/publication/checkbook-diplomacy-daniel-s-hamilton/; Wei Liang,
“China's Institutional Statecraft Under Xi Jinping: Has the AIIB Served China's Interest?,” The Journal of
Contemporary China 30, no. 128 (2021): 297, https://doi.org/10.1080/10670564.2020.1790903.
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Governance or Statecraft?

As China continues to expand its investments overseas, the government of China
has publicly denied any intent to influence the political establishment of recipient
countries, stating, “[e]very cooperation we carry out has no political conditions attached
to it, neither is it imposed on others from the so-called ‘status of power’, and it will not
pose a threat to any country.”® China evokes the long-standing five principles of
peaceful co-existence, or Panchsheel, including (1) Mutual respect for each other’s
territorial integrity and sovereignty, (2) Mutual non-aggression, (3) Mutual non-
interference in each other’s internal affairs, (4) Equality and cooperation for mutual
benefit, and (5) Peaceful co-existence.*®

In contrast to Washington Consensus requirements which restrict “macro-
economy policy, reduction of public spending and commitment to transparency and
accountability and holding of democratic and competitive election[s], the Beijing
Consensus is predicated on non-interference in domestic affairs and the promotion of
sovereign integrity.”*’ Observing the expansion of Chinese engagement with countries
around the world, for some, “[s]trategic relationships...[have] become quite clearly a
matter of other nations choosing between the United States and China” as part of the

“period of transition from a unipolar to bipolar world.”*® While China is not necessarily

45 Amber Wang, “China Belt and Road 'Not Ideological' Foreign Minister Says,” South China Morning
Post, June 24, 2021, https://www.scmp.com/news/china/diplomacy/article/3138562/china-belt-and-road-
not-ideological-foreign-minister-tells.

46 Sayantan Haldar, “Mapping Substance in India’s Counter-Strategies to China’s Emergent Belt and Road
Initiative,” Indian Journal of Asian Affairs 31, no. 1/2 (2018): 76, https://www.jstor.org/stable/26608824.
47 Jarso Galchu, “The Beijing Consensus Versus the Washington Consensus: The Dilemma of Chinese
Engagement in Africa,” African Journal of Political Science and International Relations 12, no. 1 (2018):
4-5, https://doi.org/10.5897/AJPSIR2016.0920.

“8 peter Frankopan, The New Silk Roads: The New Asia and the Remaking of the World Order, (New York:
Vintage Books, a division of Penguin Random House LLC, 2020), 217.
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using its influence to peddle authoritarianism, says Cui Zhiyuan, a professor at Tsinghua
University, “[i]t is very possible that the Beijing Consensus can replace the Washington

Consensus.”*?

49 Joshua Kurlantzick, “Why the 'China Model' Isn't Going Away,” The Atlantic, March 21, 2013,
https://www.theatlantic.com/china/archive/2013/03/why-the-china-model-isnt-going-away/274237/.
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Chapter II.

“Yuan Diplomacy’ and Trends in Freedom and Democracy

By the end of 2019, China’s BRI projects reached 71% of countries worldwide.*>
Concurrent with the expansion of Chinese global engagement, politicians, academics, and
journalists have pointed to the spread of authoritarianism and the decline in democracy
globally, associating one with the other. The Journal of Democracy cites Freedom House
reports that point to the expansion of authoritarianism every year since 2006 as giving
“China a window of ideological opportunity to promote a vision of a hierarchical and
harmonious society and a critique of a disorderly and decadent West.”>! This research
analyzes trends in democracy and freedom in emerging and developing market countries

that have been recipients of Chinese loan and grant commitments.

“Democracy Prevention”

It is often claimed that China is fighting a battle of “Democracy Prevention,”
supported by studies that point to the authoritarian nature of many of the recipients of
Chinese aid and funding.> In October 2020, the Brookings Institute released a study
comparing the characteristics of the BRI participant countries to non-BRI participant

countries.>® Within the study, the Brookings evaluation of democracy was primarily

%0 Nolan and Leutert, “Signing Up or Standing Aside.”

51 Michael Beckley and Hal Brands, “China’s Threat to Global Democracy,” Journal of Democracy,
December 2022, https://www.journalofdemocracy.org/chinas-threat-to-global-democracy/.

52 Beckley and Brands, “China’s Threat to Global Democracy.”

%3 Nolan and Leutert, “Signing Up or Standing Aside.”
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based upon the 2020 release of the “Democracy Index,” which is published annually by
The Economist Intelligence Unit (“EIU”). The Democracy Index evaluates on a country-
by-country basis five contributors to democracy, including (i) the electoral process and
pluralism, (ii) the functioning of government, (iii) political participation, (iv) political
culture, and (v) civil liberties. Utilizing a scale of 0 to 10 across 167 countries, 10
represents the most democratic, and 0 the least democratic characteristics. The study
concluded that BRI countries scored on average 5.1, while non-BRI countries scored 6.3,
compared to a mean global score of 5.37. That same year, the overall index score of the
United States was 7.92, ranking 25 out of 167 countries, and was classified as a Flawed
Democracy. In contrast, China scored 2.27, ranked 151, and was classified as an
Authoritarian Regime.>

The Brookings Institute report also addressed the gap in political stability between
BRI and non-BRI countries through reference to The Fragile States Index 2019 Annual
Report, published by the Fund for Peace. Like the Democracy Index published by the
EIU, the Fragile State Index uses various measures that aggregate a score on a scale of 0
to 120, with a lower score representing greater stability. The analysis evaluates for each
country four macro indicators (each with three sub-indicators), inclusive of Cohesion
(Security Apparatus, Factionalized Elites, Group Grievance), Economic (Economic
Decline, Uneven Development, Human Flight & Brain Drain), Political (State
Legitimacy, Public Services, Human Rights & Rule of Law), and Social and Cross-
Cutting (Demographic Pressures, Refugees & Internally Displaced Peoples, External

Intervention). The data across 178 countries reflected mean and median scores of 67.3

5 In Sickness and in Health? Democracy Index 2020 (London: Economist Intelligence Unit, 2021), 8-13,
https://www.eiu.com/n/campaigns/democracy-index-2020/.
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and 71.1, respectively. At the same time, the Brookings study found that BRI countries
have an average score of 70.3, compared 58.6 for non-BRI countries, indicating greater
stability in non-BRI countries. In this study, the aggregate index score of the United
States was 38.0, while China’s aggregate index score sat just above those of BRI
countries at 71.1.%

Finally, in its evaluation of economic development, the Brookings study analyzed
World Bank country classifications by income level for 2019-2020. The data concluded
that while 72% of non-BRI countries were considered either High Income or Upper
Middle Income, a more modest 54% of BRI participating countries were determined to
fall into these two categories. Conversely, 46% of BRI participants were categorized as
Lower Middle Income and Low-Income countries, while only 28% of non-BRI countries
fell into these two categories.>®

Through an evaluation of studies in democracy, political stability, and economic
development, the Brookings study concluded that the BRI participating countries tended
to be “the least democratic, least politically stable, and least economically developed”

and noted to have fewer collective defense agreements with the United States.>’

Study Objectives and Methodology
The Brookings Institute report conducted a point-in-time analysis and evaluation
of Democracy Scores by comparing countries participating in China’s BRI with non-

participating countries. While the premise and conclusions are valuable in

% Fragile States Index, Annual Report 2019 (Washington, DC: Fund For Peace, 2019), 42-43,
https://fragilestatesindex.org/wp-content/uploads/2019/03/9511904-fragilestatesindex.pdf.

% Nolan and Leutert, “Signing Up or Standing Aside.”

57 Nolan and Leutert, “Signing Up or Standing Aside.”
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understanding the nature of participating countries and potentially the characteristics of
target countries of China’s BRI program, the Brookings research does not investigate
whether participation in the BRI or receipt of funding from China, in general, is a
contributing factor toward trends in democracy and freedom over time within the subject
countries.

The research aims to evaluate the impact of Chinese investment on democracy
and freedom in emerging and developing market economies over time. The analysis will
focus on trends in democracy, utilizing the Democracy Index from the Economic
Intelligence Unit (as referenced in the Brookings study), and be followed by an analysis
of trends in freedom through an examination of the Freedom House Freedom Score
Index. The research seeks to identify evidence of an association between Democracy
Index Scores and Freedom Index Scores relative to the scale of loan and grant
commitments made by China to each country as a percentage of the recipient country’s
GDP.

China's loan and grant funding commitments will be assessed using data
aggregated by AidData, a research institute housed in William & Mary’s Global Research
Institute. The data spans the period of 2000 through 2017 and identifies, on a granular
level, commitments made by official sector institutions in China to 165 countries and

territories.>®

%8 S, Custer et al., “Tracking Chinese Development Finance: An Application of AidData’s TUFF 2.0
Methodology,” AidData at William & Mary, 2021, https://www.aiddata.org/data/aiddatas-global-chinese-
development-finance-dataset-version-2-0; A. Dreher et al., Banking on Beijing: The Aims and Impacts of
China’s Overseas Development Program, (Cambridge, UK: Cambridge University Press, 2022),
https://doi-org.ezp-prod1.hul.harvard.edu/10.1017/9781108564496.
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The scope of countries evaluated for this study will be limited to emerging and
developing market economies as defined by the International Monetary Fund (“IMF”).

In the IMF’s World Economic Outlook report, the IMF has classified countries into two
groups, Advance Economies and Emerging & Developing Economies.® The Advanced
Economies include 40 countries and territories, such as the United States, the United
Kingdom, Japan, and Israel. The Emerging & Developing Economies span 156 countries
and territories, such as China, Iran, Nigeria, Brazil, and Russia. The IMF has noted that
some countries, such as Cuba and the Democratic People’s Republic of Korea, fall
outside the scope of countries included as they are not IMF members. Only countries that
the IMF designates as Emerging and Developing Market Economies will be included in
the analysis, with a notable exclusion of political countries and territories that Freedom
House does not identify as independent countries. Country inclusion in each comparative
study will additionally be limited to those Emerging and Developing Market Economies
included in the respective Democracy Index and Freedom Index reports.

The period of the analysis will vary by study. The total loan and grant
commitments from China will be summed from 2000 through 2017 utilizing AidData
reporting. The change in Democracy Score over time will be calculated from 2006, the
first year the EIU published a Democracy Score, through 2017. Similarly, the change in
Freedom Index Score will be calculated from 2003, the first year Freedom House

released a raw Freedom Score, through 2017.

59 «“World Economic Outlook Database — WEO Groups and Aggregates Information,” International
Monetary Fund, April 2022, https://www.imf.org/external/pubs/ft/weo/2022/01/weodata/groups.htm.
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AidData: Chinese Global Commitments to Loans and Grants

Chinese global funding initiatives have played a critical role in domestic and
international politics for China over the last quarter century. However, China’s
commitment to fund projects has historically been opaque, with limited official
information made public by the Chinese government.®® Numerous public and private
organizations have attempted to aggregate this data, such as the China-based Green Belt
and Road Initiative Center and U.S.-based think tanks, such as the American Enterprise
Institute and Heritage Foundation’s China Global Investment Tracker, with varying
degrees of completeness. While the prior resources referenced provide valuable data, one
of the most comprehensive aggregations of information on Chinese development finance
has been published through the university research lab AidData.5*

Housed at William & Mary’s Global Research Institute, AidData was initially
established as a collaboration between William & Mary, Development Gateway, and
Brigham Young University, seeking to provide “more granular and comprehensive data
on foreign assistance projects worldwide.”®? In 2016, AidData was formally established
as an independent research lab at William & Mary University. Since its launch, AidData
has established partnerships and funding relationships with a global set of private
foundations, businesses, government and multilateral agencies, and civil society
organizations to support its objectives. While the organization operates several

programs, a primary focus for AidData is China’s Global Engagement.

80 Yu Jie and Jon Wallace, “What Is China's Belt and Road Initiative (BRI)?”” Chatham House, September
13, 2021, https://www.chathamhouse.org/2021/09/what-chinas-belt-and-road-initiative-bri.

81 Custer et al., “Tracking Chinese Development Finance”; Dreher et al., Banking on Beijing.

62 “About AidData,” AidData: A Research Lab at William and Mary, accessed April 9, 2023.
https://www.aiddata.org/about#programs.
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The information gathered by AidData is conducted through what the organization
has labeled the Tracking Underreported Financial Flows (“TUFF”’) methodology. The
goal of the TUFF methodology is to be “transparent, systematic, and replicable...” and to
“enable[ ] the collection of detailed financial, operational, and locational information
about Chinese government-financed development projects.”® This methodology was
developed to expand the use of source data and identify specific investment projects. The
AidData utilizes information from 91,536 sources across countries and languages,
including 34,075 official sources.

The most recent set of AidData was released in September 2021. The AidData
tracks Chinese commitments to 165 countries and territories from 2000 to 2017.54
Aggregating to over 13,427 projects, the data accounts for over $843 billion (in constant
2017 USD) commitments overseas from 334 official sector institutions in China (e.g.,
state-owned companies, state-owned banks, and private sector institutions). Among the
13,427 unigue Chinese project commitments identified by AidData, several limiting
assumptions will define the data utilized in connection with this study:

e Period: The AidData provides data on Chinese Commitments from 2000 through

2017. While subsets of this data may be separately observed, the study will

consider data points from the entire period. Notably, this information strictly

reflects the year of commitment, not the year (or years) of funding.

8 A. Malik et al., Banking on the Belt and Road: Insights from a New Global Dataset of 13,427 Chinese
Development Projects, (Williamsburg, VA: AidData at William & Mary, September 29, 2021), 6,
https://www.aiddata.org/publications/banking-on-the-belt-and-road.

64 “Project Home,” AidData: A Research Lab at William & Mary, accessed April 9, 2023.
https://china.aiddata.org/.
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Recommended For Aggregates: The AidData field of “Recommended for
Aggregates” segregates those projects that are in the commitment,
implementation, and completion phase (that have not been designated as umbrella
agreements) from those projects that have been suspended, canceled, or never
reached a final state of commitment. Only those identified as “Yes” will be
included. 10,849 projects have a “Yes” designation.

Recipients: AidData tracks 165 locations, including country and territory
commitments. Additionally, the data follows commitments not solely allocated to
a single country or territory but also made on a regional basis. The AidData
identifies 145 locations where commitments were made by the Chinese and 20
locations without project commitments. This research will exclude from its
analysis all regional commitments, commitments to territories (as identified by
Freedom House), and any constituent countries, association countries,
collectivities, and territories not identified independently by Freedom House. All
other recipient and potential recipient countries included in the AidData will be
accounted for in the study. Within each comparative study utilizing AidData, and
either EIU data or Freedom House data, only the countries identified by both
AidData and the respective index score study will be included.

Flow Type: AidData segregates Chinese commitments across nine separate
categories of “Flow Type,” including Loan, Export Buyer's Credit, Supplier's
Credit/Export Seller's Credit, Debt Forgiveness, Debt Rescheduling, Grant,

Scholarships/Training in Donor Country, Freestanding Technical Assistance, and
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Vague (TBD). This research will focus strictly on the Loan and Grant Flows,
which comprise 10,148 of the total projects.

e Amount: The funding commitment is presented in its original currency and USD.
Additionally, USD is included in both Nominal Dollars and Constant 2017 USD.
For consistency, data analysis will be conducted utilizing Constant 2017 USD.
Notably, where necessary, the study will exclude projects for which there is a
project commitment but insufficient data to provide a dollar funding commitment.

e GDP Adjustment: To normalize the data, the sum of all funding commitments
will be calculated as a percentage of each country's 2017 GDP (in constant 2015
USD) as published by the World Bank.®® Across all emerging and developing
market countries, the percentage ranges from 0% (for those countries that did not
receive funding) to approximately 68%, except for the Marshall Islands, which
received Chinese loan and grant commitments equaling 1655% of 2017 GDP.
The commitments to the Marshall Islands are unique as many ships and shipping
functions are registered locally but are practically beneficial to other countries.
Due to the outlying nature of the Marshall Islands, this country will be included in
the data study calculations where applicable but not appear in graphical figure
representations. Additionally, several exceptions exist to the use of the 2017
World Bank Data. These exceptions are as follows, where the below-referenced
data utilized is the most recent available and applicable from the World Bank:

1. Eritrea’s 2011 GDP is $2.3B based on constant 2015 USD.

2. South Sudan’s 2015 GDP is $12.0B based on constant 2015 USD.

8 “GDP (Constant 2015 USS$),” World Bank Group, accessed April 23, 2023,
https://data.worldbank.org/indicator/NY.GDP.MKTP.KD.
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3. Venezuela’s 2014 GDP is $482.4B based on the current USD.

The Economist Intelligence Unit: Democracy Index

The Economist Intelligence Unit was established in 1946 and is a subsidiary of
The Economist Group, a United Kingdom-based private media and information services
company.®® The EIU focuses on business intelligence and data with a team of
economists, industry specialists, policy analysts, and consultants.®’

On an annual basis since 2006, the EIU has published the Democracy Index
report. The report reviews 165 countries and two territories to provide a “snapshot of the
state of democracy worldwide.”®® By examining a set of questions that span five
categories, including electoral process and pluralism, functioning of government, political
participation, political culture, and civil liberties, a Democracy Index Score is determined
on a scale of 1 to 10, where 10 represents the highest overall score (most democratic) and
0 the lowest (least democratic). Each country is then classified as fitting into one of four
regime types; Full Democracy for scores greater than eight, Flawed Democracy for
scores greater than six and less than eight, Hybrid Regime for scores greater than four
and less than six, or Authoritarian Regime for scores less than or equal to four.°

Tables 1 and 2 reflect the number and percentage of countries and territories with
each Democracy Index designation as of the specified report date. The years selected

include 2006, the first year the Democracy Index Score was published, 2013, the year the

8 “About Us,” Economist Group, accessed April 9, 2023, https://www.economistgroup.com/about-us.
67 “About,” Economist Intelligence Unit, accessed April 9, 2023, https://www.eiu.com/n/about/.

8 Frontline Democracy and the Battle for Ukraine, Democracy Index 2022 (London: Economist
Intelligence Unit, 2023), 66-68, https://www.eiu.com/n/campaigns/democracy-index-2022/.

8 Democracy Index 2022, Frontline Democracy and the Battle for Ukraine, 66-68.
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Belt and Road Initiative was launched, 2017, the last year of AidData reporting, and
2022, the most recent available Democracy Index report. Notably, there are fewer Full
Democracies and Flawed Democracies in 2022 than in 2006, the year of inception of this
analysis, while the number of Hybrid Regimes and Authoritarian Regimes has increased

during this period.

Table 1. Democracy Index: Count of Countries by Regime Type and Year

Regime Type 2006 2013 2017 2022
Full Democracies 28 25 19 24
Flawed Democracies 54 54 57 48
Hybrid Regimes 30 36 39 36
Authoritarian Regimes 55 52 52 59
Total 167 167 167 167

Adapted from EIU Democracy Index Data 2006, 2013, 2017, and 2022. ™

™ 4 Pause in Democracy’s March, Democracy Index 2006 (London: Economist Intelligence Unit, 2007), 6,
http://arks.princeton.edu/ark:/88435/dsp011544br56f; Democracy in Limbo, Democracy Index 2013
(London: Economist Intelligence Unit, 2014), 2, https://www.eiu.com/public/thankyou_download.aspx?
activity=download&campaignid=Democracy0814/; Free Speech Under Attack, Democracy Index 2017
(London: Economist Intelligence Unit, 2018), 2, https://www.eiu.com/public/thankyou_download.aspx?
activity=download&campaignid=Democracylndex2017; Democracy Index 2022, Frontline Democracy and
the Battle for Ukraine, 3.
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Table 2. Democracy Index: Percentage of Countries by Regime Type and Year

Regime Type 2006 2013 2017 2022
Full Democracies 17% 15% 11% 14%
Flawed Democracies 32% 32% 34% 29%
Hybrid Regimes 18% 22% 23% 22%
Authoritarian Regimes 33% 31% 31% 35%
Total 100%  100%  100%  100%

Adapted from EIU Democracy Index Data 2006, 2013, 2017, and 2022. ™

Analysis of Emerging and Developing Market Democracy

Among the countries included in the EIU study, 128 countries are identified by
the IMF as Emerging and Developing Market Economies. When cross-referenced with
the AidData, 115 have received funding commitments from China for a loan or grant
from 2000 through 2017, aggregating to a total of $584.8 billion in commitments over
this period, and four have not received commitments (the remaining countries are not
included within the AidData). When comparing these countries’ Democracy Scores from
2006 to 2017, the average score remained approximately the same, sliding minimally
from 4.817 in 2006 to 4.814 in 2017, a 0.003-point difference. The median demonstrates
a slightly greater decline from 5.140 to 5.080, a change of 0.060.

Numerically, the aggregate change in scores reflects a similarly benign result.

Across the 119 countries included in the analysis, 62 countries (52.1%) declined in

"L Democracy Index 2006, A Pause in Democracy’s March, 6; Democracy Index 2013, Democracy in
Limbo, 2; Democracy Index 2013, Democracy in Limbo, 2; Democracy Index 2022, Frontline Democracy
and the Battle for Ukraine, 3.
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Democracy Index Score. Among these countries with a decline, only 11 (9.2%) of the
original 119 had a decrease in score of greater than 1, and all but one country (Burundi)
had a decline of less than 2 points. In contrast, 57 countries (47.9%) showed an increase
in Democracy Score over the same period, with all but three showing an increase of less
than two points (Myanmar, Tunisia, and Bhutan).”?

While the change in Democracy Score, on average and in the aggregate,
demonstrates a very slight decline, this is assessed further by considering the differences
in Democracy Score relative to commitments as a percentage of GDP. Figure 1 reflects,
for each emerging and developing market country, the change in Democracy Index Score
between 2006 through 2017 compared against total Chinese loan and grant commitments
as a percentage of GDP.

A similar number of countries identified with positive and negative changes to
Democracy Score is evidenced in Figure 1 by the near-equal distribution of data points
above and below the x-axis. However, as the trend line suggests, with a low R-squared
of 0.0019, there is a very slight positive association with Democracy as Chinese

commitments to Loans and Grants as a percentage of GDP increases.

2 Notably, in 2006 the Democracy Score of Myanmar was 1.77. This score reached a peak of 4.2 in 2016.
Between 2020 and 2021 Democracy Score of Myanmar declined from 3.04 to 1.02. As of the most recent
2022 report, Myanmar sits at 0.74, with the second lowest Democracy Score only to Afghanistan at 0.32.
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R2=0.0019
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Change in Democracy Score

Chinese Loan and Grant Commitments as % of GDP

Figure 1. Democracy Score 2006 — 2017 vs. Chinese Funding as % of GDP

Adapted from EIU Democracy Index Data 2006 & 2017, AidData, and World Bank GDP
(Constant 2015 US$) Data.”

The Freedom House: Freedom in the World
The Freedom House was established in 1941 as an organization “devoted to the
support and defense of democracy around the world.””* Since its founding, the
American-based non-profit research institute has addressed global issues such as Nazi
dictatorship and Soviet-led communism. It has also focused attention on U.S. domestic

matters such as racial equality.

8 Democracy Index 2006, A4 Pause in Democracy’s March, 3-5; Democracy Index 2017, Free Speech
Under Attack, 7-11; Custer, et. al., “Tracking Chinese Development Finance”; Dreher, et. al., Banking on
Beijing; World Bank Group, “GDP (Constant 2015 USS$).”

4 “Qur History,” Freedom House, accessed April 9, 2023, https://freedomhouse.org/about-us/our-history.
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Beginning in the 1950s, Freedom House established a review of political
conditions impacting freedom worldwide.” Evolving in the 1970s, Freedom House
developed a more thorough analysis to evaluate political rights and civil liberties across
countries. It later extended the report to assign a designation of Free, Partly Free, or Not
Free to each of the 151 countries and 45 territories in its study. Now published in its
annual Freedom in the World report, Freedom House evaluates freedom across 195
countries and 15 territories.

While each country is bucketed into one of the three freedom designations, the
basis for this is derived from a Freedom Score. The Freedom Score is aggregated from a
collection of Political Rights and Civil Liberties Scores determined by a team of research
analysts guided by specific questions. Political Rights Scores are divided into three
subcategories, including the Electoral Process, Political Pluralism and Participation, and
Functioning of Government, with multiple questions to address each topic, aggregating to
40 possible points. There is also a discretionary Political Rights question that can
influence the score (which can reduce the Political Score by 0 to 4 points). Similarly, the
Civil Liberties component is divided into four subcategories: Freedom of Expression and
Belief, Associational and Organizational Rights, Rule of Law, and Personal Autonomy
and Individual Rights, which aggregates to 60 points. There is no discretionary Civil
Liberties question. When added together, the Political Rights Score and Civil Liberties
Score result in the overall raw Freedom Score on a 100-point scale. As a benchmark

measure, in 2003 and 2017, the United States had an aggregate Freedom Score of 93 and

75 “Freedom in the World Research Methodology,” Freedom House, accessed April 9, 2023,
https://freedomhouse.org/reports/freedom-world/freedom-world-research-methodology.

28



89, respectively, out of a possible 100 points, a decline of four points. During these same
years, China had a Freedom Score of 17 and 15, respectively, dropping two points.

The following tables reflect the number and percentage of countries with each
designation as of the specified report date. The years identified below include 2000, the
year in which AidData began tracking Chinese commitments, 2003, the first year the raw
scores for the Freedom Index were made available, 2013, the year the Belt and Road
Initiative was launched, 2017, the final year of AidData reporting, and 2022, the most
recent available Freedom Score data available. Like the Democracy Index, it is similarly
notable that on an aggregated basis, as of 2022, there are fewer Free countries and more

Not Free countries than in the prior years.

Table 3. Freedom Index: Count of Countries by Freedom Designation and Year

Freedom Description 2000  2003* 2013 2017 2022
Free 86 88 88 88 84
Partially Free 58 55 59 58 o4
Not Free 48 49 48 49 57
Total 192 192 195 195 195

*Assessment Period is January 1, 2003 — November 30, 2003

Adapted from Freedom House Freedom in the World 2000, 2003, 2013, 2017, 2022.7®

76 «“Aggregate Category and Subcategory Scores, 2003-2023,” Freedom House, accessed April 9, 2023,
https://freedomhouse.org/sites/default/files/2023-02/Aggregate_Category_and_Subcategory  Scores_
FIW_2003-2023.xIsx.
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Table 4. Freedom Index: Percentage of Countries by Freedom Designation and Year

Freedom Description 2000 2003* 2013 2017 2022
Free 45% 46% 45% 45% 43%
Partially Free 30% 29% 30% 30% 28%
Not Free 25% 26% 25% 25% 29%
Total 100%  100%  100%  100%  100%

*Assessment Period is January 1, 2003 — November 30, 2003

Adapted from Freedom House Freedom in the World 2000, 2003, 2013, 2017, 2022. "

Analysis of Emerging and Developing Market Freedom

Among the countries included in the 2017 Freedom House study, 154 countries
are identified by the IMF as Emerging and Developing Market Economies. When cross-
referenced with the AidData report, 133 have received funding commitments from China
for a loan or grant from the year 2000 to 2017, aggregating to a total of $597.86 billion in
commitments during this period, and ten countries have not received commitments from
China (the remaining countries are not included within the AidData report). When
comparing these countries in aggregate from 2003 to 2017, the average Freedom Score
decreased marginally from 52.99 in 2003 to 52.59 in 2017. The median score remained
the same at 55.00 over this period.

Like the Democracy Scores and the average and median Freedom Scores, the
aggregate change in Freedom Scores reflects a similarly non-extraordinary result. Across

the 143 countries included in the analysis, 64 countries (44.7%) declined in Freedom

" Freedom House, “Aggregate Category and Subcategory Scores, 2003-2023.”
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Scores. Among these countries with a decline, only 13 (9.1%) of the original 143 had a
decrease in score of greater than 15 (with 44 countries reflecting a drop of 10 or fewer
points). In contrast, 72 countries (50.3%) showed an increase in Freedom Score over the
same period, with 63 (44.1%) countries showing an increase of 15 points or less.
Notably, seven countries reflect no change. Like the change in Democracy Scores, the
difference in Freedom Scores, in the aggregate, reflects a slight overall decline in scores.
The following plot reflects for each emerging and developing market country the
change in Freedom Score from 2003 through 2017 compared against total Chinese loan
and grant commitments as a percentage of GDP. As the trend line indicates, a low R-
squared of 0.0003 indicates a very slight positive association between Freedom Scores
and Chinese commitments to loans and grants as a percentage of GDP.
60
50
40

30
20

18 R2 = 0.0003

-10 0% 10% 20% 30% 40% 50% 60% 70%

Change in Freedom Score

Chinese Loan and Grant Commitments as % of GDP

Figure 2. Freedom Scores 2003 — 2017 vs. Chinese Funding as % of GDP

Adapted from Freedom House Freedom in the World Data 2003 & 2017, AidData, and
World Bank GDP (Constant 2015 US$) Data. '8

8 Freedom House, “Aggregate Category and Subcategory Scores, 2003-2023”; Custer, et. al., “Tracking
Chinese Development Finance”; Dreher, et. al., Banking on Beijing; World Bank Group, “GDP (Constant
2015 USS$).”
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While the period from 2003 through 2017 reflects the broadest range of data
available within both the AidData and Freedom House data scope, further analysis was
conducted for 2003 through 2022 and 2013 through 2022 to consider the longer-term
political and economic impacts of Chinese loan and grant commitments.

Extending the analysis period from 2003 through 2022, one can consider the
ongoing impact, as loan and grant commitments often take time to fund and affect the
recipient country. Although more countries during this extended period reflect a
reduction in Freedom Score, the trend related to Chinese commitments remains the same,
with increased loan and grant commitments as a percentage of GDP associating slightly
positively with a higher Freedom Score. The 2013 through 2022 period includes the time
Xi Jinping has been in office as President of China and the period since the launch of the
Belt and Road Initiative in 2013. Once again, there is a slight positive association
between commitments as a percentage of GDP and Freedom Score.

Finally, an analysis was conducted to consider any differences in trends by region.
The 143 countries analyzed in this study include 54 in Africa, 32 in the Americas, 29 in
Asia, 12 in Eurasia, 9 in Europe, and 7 in the Middle East (each region as identified in the
Freedom in the World report). As reflected in Figure 3, when segregated by region,
Africa, the Americas, and Asia demonstrate a minimal association between freedoms and
Chinese loan and grant commitments as a percentage of GDP. In contrast, a somewhat
more significant association is seen in Eurasia, Europe, and the Middle East, although the

small sample size is a limiting factor in reaching a conclusion.
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Adapted from Freedom House Freedom in the World Data 2003 & 2017, AidData, and
World Bank GDP (Constant 2015 US$) Data. "

Uncertainty in Governance: Interpretation of Results
The association between the change of Democracy and Freedom Scores over time
with Chinese loan and grant commitments is somewhat muted and inconclusive. What is

most notable about the study results, however, is the lack of material association between

" Freedom House, “Aggregate Category and Subcategory Scores, 2003-2023”; Custer, et. al., “Tracking
Chinese Development Finance”; Dreher, et. al., Banking on Beijing; World Bank Group, “GDP (Constant
2015 USS$).”
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Chinese commitments as a percentage of GDP and a decline in democracy and freedoms
in contrast to popular Western thought. Although most countries that receive
commitments from China are less democratic at the outset, as shown by the Brookings
study, and is expected among countries with emerging and developing economies, it is
not evident that Chinese commitments push countries toward authoritarianism or lesser
freedoms.

It is also interesting to note the broader global trend toward fewer democracies
and comparable freedom designations over a similar period. Between 2003 and 2017,
across 167 countries, the percentage of Full and Flawed Democracies (in aggregate)
declined from 49% to 45% of countries, while Hybrid and Authoritarian Regimes
increased. There was little change over this period in the percentage of Free, Partly Free,
and Not Free Countries (though average and median Freedom Scores declined). Despite
the global trends, the emerging and developing market countries, inclusive of those with
commitments from China, have trended toward greater democracy and greater freedom.

As Seymour Martin Lipset argued, Modernization Theory suggests that as
countries develop and grow their wealth, they become more democratic, stating, “the
more well-to-do a nation, the greater the chances that it will sustain democracy.”® The
expectation of Modernization Theory is sometimes reflected in these emerging and
developing market countries as they trend toward democracy. As Chinese funding for
infrastructure and other projects further the development of these countries, its
government and institutions are seen to move toward democracy and freedom. However,

just as the analysis does not show an association between Chinese commitments and a

80 Seymour Martin Lipset, “Some Social Requisites of Democracy: Economic Development and Political
Legitimacy,” The American Political Science Review 53, no. 1 (1959): 75, https://doi.org/10.2307/1951731.
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decline in democracy and freedom, a slight association in the other direction does not
imply causation. The omitted variable bias suggests that other variables may, and likely
do, impact these trends outside of Chinese funding commitments. For example, many
countries where China invests may already have rapidly growing GDPs and trending
toward modernization, with or without Chinese involvement. This leaves an opportunity
for further analysis when comparing countries with similar GDP growth rates.

The fact that global political trends are not solely predicated on Chinese funding
is particularly evident in the difference in freedom trends across regions. While the
limited number of emerging and developing countries of Europe and the Middle East
exhibit a strong negative association between Freedom Index Scores and Chinese funding
commitments as a percentage of GDP, other regions reflect low positive and negative
associations.

It is also worth considering the tendency toward mean reversion. As many of the
emerging and developing markets included in the study had low Democracy and Freedom
Scores at the beginning of the study period, there is more opportunity for an increase in
Democracy and Freedom Scores. The inverse holds for those countries in the global
study with high scores at the outset that have since declined.

The Brooking study, like others of its kind, is accurate in pointing out that the
countries that are recipients of Chinese funds tend to exhibit the traits of lower
democracy and freedom. However, this fact does not support the argument that Chinese
funding drives countries toward authoritarianism. The data presented here further
suggests that Chinese financing is not necessarily associated with a reduction in

democracy or freedom at a national level. Brookings Institute Senior Fellow, and former
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U.S. Department of State Policy Planning Staff member, Jonathan Stromseth points out
that “[1]n terms of affecting domestic politics, I see Chinese economic statecraft
reinforcing authoritarian trends in countries...or inhibiting the consolidation of democracy

...but you don’t necessarily see the overt promotion of a Chinese political model in

particular.”8!

81 “China’s ‘Belt and Road’ Inhibiting Democratic Consolidation,” Democracy Digest, April 22, 2019,
https://www.demdigest.org/chinas-belt-and-road-projects-should-respect-rights/.
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Chapter I11.

China’s Gift to the World

Since China’s launch of its Go Out policy in 1999 and the renewal of its
commitment through the Belt and Road Initiative in 2013, China has viewed its global
investment efforts as “a great undertaking that will benefit people around the world.”82
China’s Going Global plan has made it the “world’s largest official creditor — surpassing
traditional, official lenders such as the World Bank, the IMF, or all OECD creditor
governments combined.”® Much of the capital invested outside of China has been
funded to benefit emerging and developing market countries. The evidence indicates that
recipients of Chinese funding, at the time of receipt, are inherently more autocratic and
less free than their counterparts not participating in the Belt and Road Initiative. Evan
Ellis, a research professor of Latin American Studies at the U.S. Army War College
Strategic Studies Institute, stated, however, “[i]t’s not that China’s trying to produce
antidemocratic regimes, but that antidemocratic regimes find a willing partner in the

Chinese.”®*

82 National Development and Reform Commission, Ministry of Foreign Affairs, and Ministry of Commerce
of the People's Republic of China, with State Council authorization, “Vision and Actions on Jointly
Building Silk Road Economic Belt and 21st-Century Maritime Silk Road,” The Ministry of Foreign Affairs
of the People’s Republic of China, March 28, 2015, https://www.fmprc.gov.cn/eng/topics_665678/
2015zt/xjpcxbayzIt2015nnh/201503/t20150328_705553.html.

8 Sebastian Horn, Carmen M. Reinhart, and Christoph Trebesch, “How Much Money Does the World Owe
China?,” Harvard Business Review, February 26, 2020, https://hbr.org/2020/02/how-much-money-does-
the-world-owe-china.

8 Diana Roy, “China’s Growing Influence in Latin America,” Council on Foreign Relations, last modified
June 15, 2023, https://www.cfr.org/backgrounder/china-influence-latin-america-argentina-brazil-venezuela-
security-energy-bri.
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Experts at think tanks such as Chatham House agree with Ellis, concluding that
China is not seeking to “export” a governmental ideology but instead seeking to find
support for its own economic, political, and security interests, highlighting the lengths to
which China goes to emphasize its respect for national sovereignty.®> The Minister for
Foreign Affairs of China, Tang Jiaxuan, is quoted in his address to UN General Assembly
in 1999 as saying, “[a] country’s sovereignty is the prerequisite for and the basis of the
human rights that the people of that country can enjoy.”®® This non-interference
approach goes back to principles of political self-determination, mutual respect for
sovereignty, non-aggression, non-interference in internal affairs, and equality, laid out at
the 1955 Bandung Conference.®” As the period of Western colonization of Africa was
reaching an end, the Badung Conference, a meeting between leaders of twenty-nine
countries in Africa and Asia, provided China with the opportunity to establish
“relationships with the developing world” that it was actively seeking against what was

viewed as the imperial West.2

Motivations for Zouchtiqu Zhanlii¢
China’s motivation for global investment and its impact on emerging and

developing market countries has been a focus for both government officials and

8 Sonya Sceats and Shaun Breslin, China and the International Human Rights System, (London: Chatham
House, 2012), 41, https://www.chathamhouse.org/sites/default/files/public/Research/
International%20Law/r1012_sceatsbreslin.pdf.

8 Sceats and Breslin, China and the International Human Rights System, 7.

87 “Bandung Conference (Asian-African Conference), 1955,” U.S. Department of State, accessed May 14,
2023, https://history.state.gov/milestones/1953-1960/bandung-conf.

8 Sally Percival Wood, “Retrieving the Bandung Conference ... Moment by moment,” review of Making a
World After Empire: The Bandung Moment and its Political Afterlives, ed. Christopher J. Lee, Journal of
Southeast Asian Studies 43, no. 3 (2012): 528, https://doi.org/10.1017/S0022463412000379.
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academics since the launch in 1999 of the Zouchiiqu Zhanliie (Go Out Policy). The Rand
Corporation, in evaluating China’s relationship with Africa, cites four primary incentives
for China of this strategy, with the first two being primarily economic and the latter two
political

A primary concern for the Chinese government is resource security, most
prominently energy security.® Rand presents China’s resource motivation by
highlighting China’s relationship with African countries as a pursuit of natural resources
such as oil and gas. In 2006, at a congressional hearing before the U.S.-China Economic
and Security Review Commission, it was stated that “[i]n Africa, for example, China
seems focused on resource-rich states, buying up oil, natural gas, and other minerals,
from the Sudan, Chad, Nigeria, Angola, Algeria, Gabon and Equatorial Guinea.”® In
2021, China was the single largest importer of crude oil worldwide, importing over 12.7
million barrels per day (versus 8.4 million barrels imported to the United States).®? By
2007, Africa was critical to China’s oil security, making up over a third of all Chinese oil
imports.®® While this percentage has since declined, as China has expanded its
relationships in the Middle East, the importance to China of maintaining diverse access to

natural resources has persisted.

8 |arry Hanauer and Lyle J. Morris, “China in Africa: Implications of a Deepening Relationship,” RAND
Corporation, March 12, 2014, https://www.rand.org/pubs/research_briefs/RB9760.html.

% Chia-yi Lee, “China's Energy Diplomacy: Does Chinese Foreign Policy Favor Oil-Producing
Countries?,” Foreign Policy Analysis 15, no. 4 (2019): 570, https://doi.org/10.1093/fpa/orz011.

%1 China’s Role in the World: Is China a Responsible Stakeholder? Hearing before the U.S.-China
Economic and Security Review Commission, 109th Cong. 2 (2006) (statement of Carolyn Bartholomew,
Hearing Cochair), 6, https://www.uscc.gov/sites/default/files/transcripts/8.3-4.06Hearing Trascript.pdf.

92 BP Statistical Review of World Energy 2022, 71 Edition (London: BP p.l.c., 2022), 27,
https://www.bp.com/content/dam/bp/business-sites/en/global/corporate/pdfs/energy-economics/statistical-
review/bp-stats-review-2022-full-report.pdf.

9 Jevans Nyabiage, “Why Is China Looking Beyond Africa for Oil Supplies?,” South China Morning Post,
September 5, 2020, https://www.scmp.com/news/china/diplomacy/article/3100367/why-china-looking-
beyond-africa-oil-supplies.
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Similar to China’s activity in Africa, in 2006, it was summarized by Paris School
of Business professor Francois Lafargue that “China’s interest in Latin America may be
explained in terms of three imperatives: oil supplies, minerals and agricultural
products.”® This is particularly evident given the size of commitments to Venezuela,
which has become one of the largest recipients of Chinese loans.*® According to OPEC,
Venezuela has the largest share of crude oil reserves among OPEC countries (followed
by the remaining top 13 countries in Africa and the Middle East).%

As China has developed relationships in Latin America, for China, the structure of
each country’s government was not a concern. “China, it should be clear, had no
preference for right-wing regimes; rather, it was indifferent to the form of the political
regime so long as there were political and economic gains to be made.”®" As of 2022,
China is Latin America’s largest trading partner, receiving primary exports such as
“soybeans, copper, petroleum, oil, and other raw materials that the country needs to drive
its industrial development.”%

The second economic incentive of China is maintaining demand for its

commercial and industrial output. Emerging and developing markets represent “a huge

market for Chinese exported goods.”®® While the world population growth rate has fallen

% Francois Lafargue, “China’s Presence in Latin America: Strategies, Aims and Limits,” trans. Philip
Liddell, China Perspectives 68, no.1 (November — December 2006): 2, https://doi.org/10.4000/
chinaperspectives.3053.

% “China Regional Snapshot: South America,” Committee on Foreign Affairs, last modified October 25,
2022, https://foreignaffairs.house.gov/china-regional-snapshot-south-america/.

% “OPEC Share of World Crude Oil Reserves,” OPEC, accessed May 21, 2023, https://www.opec.org/
opec_web/en/data_graphs/330.htm.

9 Jorge |. Dominguez, et al., “China's Relations with Latin America: Shared Gains, Asymmetric Hopes,”
(working paper, Inter-American Dialogue, 2006), 5, https://wcfia.harvard.edu/files/wcfia/files
/dominguez_chinas.pdf.

% Roy, “China’s Growing Influence in Latin America.”

% Hanauer and Morris, “China in Africa.”
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below 1% to 0.9% in 2021 (with China and the United States at 0.1% each), the sub-
Saharan African population is growing at 2.6% annually, providing a growing market for
Chinese goods. Latin America has also been a growing market for selling Chinese goods,
and some consider trade the primary factor for expanding relations.!® “Local
manufacturers [in Latin America] have complained that they are adversely affected by
Chinese competition, and this has led to anti-dumping measures being taken against
Chinese goods.”*!

The latter two reasons cited by Rand for Chinese motivations are more political.
The Chinese government maintains a keen focus on global political legitimacy. This was
historically demonstrated by the People’s Republic of China (“PRC”) seeking the support
and recognition of African countries as they gained independence from European
colonialism throughout the mid-twentieth century. China’s success in these efforts has
been made evident by the alignment of United Nations voting records between China and
African countries concerning China’s internal and external political affairs.1%? In 2022
this was prominently reflected in the rejection (or abstention) of voting for a debate about
“alleged human rights abuses by China against Uyghurs and other Muslims in

Xinjiang.”1% There was also a divide among African nations in March 2022 related to

the condemnation of the Russian Federation’s invasion of Ukraine, with only 28 out of 54

100 Rhys Jenkins, “China's Global Expansion and Latin America,” Journal of Latin American Studies 42,
no. 4 (2010): 813, https://doi.org/10.1017/S0022216X10001379.

101 Jenkins, “China's Global Expansion and Latin America,” 815.

102 Courtney J. Fung and Shing-hon Lam, “Mixed Report Card: China’s Influence at the United Nations,”
Lowy Institute, December 18, 2022, https://www.lowyinstitute.org/publications/mixed-report-card-china-s-
influence-united-nations.

103 Emma Farge, “U.N. Body Rejects Debate on China's Treatment of Uyghur Muslims in Blow to West,”
Reuters, October 6, 2022, https://www.reuters.com/world/china/un-body-rejects-historic-debate-chinas-
human-rights-record-2022-10-06/.
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African countries voting in favor of the resolution and 35 abstaining, in alignment with
China.1%4

A critical political threshold issue for China in Latin America has been the
rejection of Taiwan (Republic of China) as an independent country in conformity with
the One China policy. As of July 2023, there remain only 13 countries globally that
recognize Taiwan as an independent country, with seven being in the Latin America and
Caribbean region inclusive of Belize, Guatemala, Haiti, Paraguay, Saint Kitts and Nevis,
Saint Lucia, and Saint Vincent and the Grenadines.'®® Notably, these countries rank as
some of the lowest recipients of Chinese loans and grant commitments since the year
2000. Honduras cut ties with Taiwan in March 2023 after failing to reach a financial aid
agreement with the Taiwanese government, opening its door to Chinese investment. The
remaining countries that continue to recognize an independent Taiwan are spread
globally, with four in the East Asia and Pacific region, one in Africa, and one in
Europe.1%

Finally, Rand references China’s desire to create regional stability. While it is
caveated that this motivation is in China’s interest to protect its economic investment, the
political security interest of China is also a factor. In 2017 China established its first

official overseas military base in Djibouti, along a critical maritime trade route to the

104 Abraham White and Leo Holtz, “Figure of the week: African countries’ votes on the UN resolution
condemning Russia’s invasion of Ukraine,” Brookings, March 9, 2022, https://www.brookings.edu/
articles/figure-of-the-week-african-countries-votes-on-the-un-resolution-condemning-russias-invasion-of-
ukraine/.

105 Explained Desk, “Honduras Snaps Ties with Taiwan in Favour of China: Which Countries Recognise
Taiwan Currently?,” Indian Express, March 28, 2023, https://indianexpress.com/article/explained/
explained-global/honduras-snaps-ties-taiwan-ally-china-countries-recognise-taiwan-one-china-policy-
8521190/.

106 “Diplomatic Allies,” Ministry of Foreign Affairs of the Republic of China (Taiwan), accessed July 23,
2023, https://en.mofa.gov.tw/AlliesIndex.aspx?n=1294&sms=1007.
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commercially important Suez Canal. Similarly, in 2014 Argentina entered into an
agreement allowing China to develop the Espacio Lejano Station, a space station control
center run by the Chinese People’s Liberation Army.2%" In early 2023, it became known
that China was establishing a joint military training facility in Cuba, a country only 90
miles off the coast of Florida.%®

According to a 2012 Chinese policy paper on its relationship with Latin America,
China’s primary goal was to “leverage their respective strengths, tap the full potential of
cooperation, and seek to become each other's partners in economic cooperation and trade
for mutual benefit and common development.”'%® This is consistent with China’s official
policy of “not imposing any political conditions, not interfering in the internal affairs of
the recipient countries and fully respecting their right to independently choosing their

own paths and models of development.”!°

107 Erin Watson-Lynn, “The Gravity of China’s Space Base in Argentina,” The Interpreter, June 9, 2020,
https://www.lowyinstitute.org/the-interpreter/gravity-china-s-space-base-argentina.

108 Warren P. Strobel, Gordon Lubold, Vivian Salama, and Michael R. Gordon, “Beijing Plans a New
Training Facility in Cuba, Raising Prospect of Chinese Troops on America’s Doorstep,” Wall Street
Journal, June 20, 2023, https://www.wsj.com/articles/beijing-plans-a-new-training-facility-in-cuba-raising-
prospect-of-chinese-troops-on-americas-doorstep-e17fd5d1.

109 Richard L. Harris and Armando A. Arias, “China’s South-South Cooperation with Latin America and
the Caribbean,” Journal of Developing Societies 32, no. 4 (2016): 516, https://doi.org/10.1177/
0169796X16674108.

110 «“China’s Foreign Aid (2014),” China International Development Cooperation Agency, Last Modified
August 9, 2018, http://en.cidca.gov.cn/2018-08/09/c_261152.htm.
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Chapter IV.

The Governance of Emerging and Developing Market Countries

The data analyzed indicates a limited association between Chinese loan and grant
commitments and trends in freedom and democracy across emerging and developing
market countries during the early twenty-first century. While some recipient countries
have become more autocratic, others have become more democratic. Each recipient
country of Chinese funds has a unique history contributing to its government’s
development and the freedoms granted to its people. As both the data and Modernization
Theory suggest, in certain instances, a country, despite leaning toward authoritarianism
upon receipt of Chinese funding, will move toward greater democracy and freedom as the
economy develops.!'! In other circumstances, corruption and authoritarianism can
overwhelm a democratic-leaning country, pushing the country toward fewer freedoms
and a more autocratic government.

Two specific regions that have received significant attention and investment from
the Chinese are Africa and the developing countries of the Americas. These regions
stand out from their Eastern Pacific and Central Asian counterparts as they are not
directly adjacent to China and, as a result, are potentially less prone to Chinese military
threats. Additionally, unlike their European counterparts, many countries in the region
are new to independence and do not have extensive experience with democracy. In both
cases, Africa and the Americas are rich in natural resources, often with limited economic

resources, aligning them with China’s global infrastructure Belt and Road Initiative

11 Lipset, “Some Social Requisites of Democracy,” 75.

44



interests. While ripe for engagement with China, the political trend of the countries in
these regions reflects the inconclusive impact of China’s financial commitments on
democracy and freedom.

Four case studies, including two countries from Africa, Zimbabwe and Gabon,
and two from the Americas, Argentina and Guyana, have been selected to provide a
perspective into countries with different political and economic circumstances. As
reflected in Table 5, countries such as Argentina and Zimbabwe begin with distinctly
different Freedom Scores and have both received significant financial commitments from
China, albeit at differing percentages of GDP. Despite this, both countries show a
marked increase in freedom over time. Counterintuitively, countries that have received
far fewer commitments demonstrate a different outcome. Guyana, which obtained the
highest commitment as a percentage of GDP among the four countries, reflected only a
slight decline in Freedom Score from 2003 to 2017 by one point. While Gabon, in
contrast, which received a relatively moderate level of commitment from China, showed

a significant decrease in Freedom Score by 18 points.

Table 5. Comparative Look at Case Study Country Data

Country  Loan and Grant Percentage of Freedom Score
Selection Commitments 2017 GDP 2003 2017
Argentina  $ 3,177,674,235 0.5% 65 82
Gabon $ 925,866,191 6.3% 50 32
Guyana $ 520,876,906 11.3% 75 74
Zimbabwe $ 2,061,861,233 9.8% 21 32

Loan and Grant Commitments from China from 2000 - 2017 in whole dollars (constant
2017 USD) and as a percentage of 2017 GDP (constant 2015 USD), and the start and
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end points of Freedom Scores. Adapted from AidData, World Bank GDP (Constant 2015
US$), and Freedom House Freedom Score Data 2003 & 2017.11?

Figure 4 reflects the relative positioning of each of the four case study countries
compared to the 143 emerging and developing market countries tracked by AidData
included in the study. While changes in Freedom Scores vary, it is notable that over this

period, all four countries reflect a moderate increase in Democracy Score.
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Figure 4. Cases on Freedom Scores 2003 — 2017 vs. Chinese Funding as % of GDP

Adapted from Freedom House Freedom in the World Data 2003 & 2017, AidData, and
World Bank GDP (Constant 2015 US$) Data.!™®

112 Freedom House, “Aggregate Category and Subcategory Scores, 2003-2023;” Custer, et. al., “Tracking
Chinese Development Finance”; Dreher, et. al., Banking on Beijing; World Bank Group, “GDP (Constant
2015 US$).”
113 Freedom House, “Aggregate Category and Subcategory Scores, 2003-2023”; Custer, et. al., “Tracking
Chinese Development Finance;” Dreher, et. al., Banking on Beijing; World Bank Group, “GDP (Constant
2015 US$).”
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From the “Heart of Darkness” to “Africa Rising”'**

Although Chinese loans and grants have been invested globally, the continent
with the greatest number of emerging and developing market countries that have received
commitments from China has been Africa, with 52 recipients. Of the nearly $595 billion
in loan and grant commitments from China to emerging and developing market countries
between 2000 and 2017, over 20%, or approximately $121 billion, has been committed to
African nations.!?®

A foreign presence is not new for the continent, which was largely colonized by
European countries during the late nineteenth-century scramble for Africa. By 1914,
nearly all the African land was divided among European countries that had “confirmed
the reality of Africa's fabled riches—ivory, gold, diamonds, emeralds, copper.”1®
Despite, or perhaps as a result of, the continent’s extensive natural resources, including
oil, metals, and minerals, Africa has remained the poorest continent, having long suffered
from the “Resource Curse.”*'” Following nearly a century of European extractive
colonialism, authoritarian and absolutist states were set up throughout Africa.

As African countries gained independence throughout the latter half of the
twentieth century, they were left with weak institutions with little semblance of
democracy, where “African rulers grabbed the European-style institutions bequeathed to

them, but nearly everywhere ran them into the ground, without creating new ones based

114 Melanie Bunce, Suzanne Franks, and Chris Paterson, Africa's Media Image in the 21st Century: from
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on African traditions and values.”*'® The Resource Curse often evolved into “resource
nationalism,” resulting from “the popular demand that the general public of the natural-
resource-rich host nations should have a fair share of the wealth investors generate and
that governments should be assertive toward foreign investors.”*®

As Europeans left Africa in the wake of World War II, the new People’s Republic
of China, in the aftermath of the Chinese Civil War, began to step in to fill the void. In
the latter half of the twentieth century, China fostered political ties with African
countries, supporting several African independence movements.*?° In turn, many African
nations began to recognize the legitimacy of the government of the PRC, starting with the
northern African countries of Egypt, Morocco, and Algeria.'?* While the PRC was still
gaining its economic footing, much of the support from China to Africa remained
political. Nevertheless, by 1971, the support of China for independent African nations
paid off, as the PRC was voted a permanent member of the United Nations Security
Council, replacing the Republic of China (Taiwan), receiving recognition and support
from 26 African countries, with others soon following.

By the mid-1980s, China’s political involvement in Africa waned, and “China
[had] not made significant efforts to export communist ideology in Africa since the Cold

War ended.”*?2 With newfound economic strength, China “began to emphasize

development cooperation based on commercial contracts, joint ventures, and the
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provision of technical services.”*?* By the mid-1990s, bilateral relations providing
Chinese access to Africa’s natural resources became instrumental in supporting China’s
economic growth and protecting its security interests.

Since the start of the twenty-first century, China’s economic relationship with
Africa has grown alongside its loan and grant commitments. “When China signs an oil
contract, development aid often follows in the form of medical supplies, infrastructure
investment, debt relief and lowered trade barriers.”*?* As of 2020, China became Africa’s
biggest bilateral lender, holding over $73 billion of debt (and $9 billion in private
debt).!?> This “resource-for-infrastructure” arrangement, known as the “Angola model,”
has helped China to build influence throughout the developing world, including the heart

of Africa.1?

Zimbabwe: Political History and Chinese Relations

Zimbabwe gained its official independence from the United Kingdom in 1980 and
immediately established diplomatic ties with the People’s Republic of China on the same
day. The military wing of the Zimbabwe African National Union under Robert Mugabe,
the country’s first prime minister, had been supported by China during the Rhodesian
Bush War leading up to Zimbabwe’s independence.

By the early 2000s, Zimbabwe and the country’s controversial President Robert

Mugabe were facing international criticism for the country’s economic, political, and
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human rights policies.*?” In 2003, in the face of economic sanctions from the West,
President Mugabe established the Look East policy to gain support from countries in
Asia, including Malaysia, Indonesia, Pakistan, Singapore, and in particular, China (as
well as Iran and North Korea). Dr. Deborah Brautigam, Director of the China Africa
Research Initiative at the Paul H. Nitze School of Advanced International Studies at
Johns Hopkins University, in her book The Dragon’s Gift: The Real Story of China in
Africa, quotes Mugabe’s response to Western sanctions as “We have turned East, where
the sun rises,”... “and given our backs to the West, where the sun sets.”*?® Like other
countries under similar circumstances, Zimbabwe sought funds from countries willing to
provide “loans and aid...with no conditionalities regarding political or economic reform.”
China was an eager participant, affirming its policy of “no-strings-attached aid.””*?®

Zimbabwe, like many other African countries, has been favored by China in part
due to the vast supply of natural resources.**® While the country has a diversified mining
sector with nearly 40 different minerals, its top mineral resources include gold, platinum,
chrome, coal, diamonds, and lithium.**! According to the International Trade

Administration, Zimbabwe has the “second-largest platinum deposit and high-grade
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chromium ores in the world.”*3? Additionally, Zimbabwe has a robust agricultural sector,
with roughly 60-70% of the population working in the industry.*?

Despite China’s stated policy of non-interference, a 2020 U.S.-China Economic
and Security Review Commission Staff Research Report cites Zimbabwe as “perhaps the
most striking example of China intervening in the domestic affairs of an African
country.”3* The assertion is premised on Beijing’s early support for Mugabe in the
Rhodesian Bush War in the 1960s and 1970s. Half a century later, the Chinese backed a
2017 coup that ousted Mugabe in favor of a new leader as Mugabe's support for China
waned. Brautigam pointed out that “Chinese aid ha[d] not been a lifeline” to the regime,
and the billions of expected Chinese aid “turned out to be wishful thinking...”**®
Leading up to the 2017 coup that ousted President Mugabe, relations with China became
more strained, primarily due to indigenization laws that required foreign companies to
transfer or sell 51% ownership of assets to indigenous Zimbabweans.'*® Additionally, in

2015 Mugabe requested Western support in his State of the Nation address.*3” While

some point to evidence of a relationship between Emmerson Mnangagwa, the new
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president of Zimbabwe, and the Chinese government, China has denied involvement and
describes the coup as an “internal affair.”**

Despite China’s tendency toward a more authoritative form of government, China
committed grant money to fund a new parliament building just outside of Harare, the
capital of Zimbabwe. Although negotiated in 2017 under Mugabe, the actual
commencement of construction did not begin until 2018, following the coup, and the
project was not completed until late 2022, with the cost reaching $200 million.**® The
Shanghai Construction Group, a Chinese state-owned entity, led the construction of the
parliament building as “a gift to the people of Zimbabwe,” funded by the Chinese
government.4

After being blocked from most Western-led financial institutions for failing to
repay its debts, Zimbabwe developed closer ties with China to help finance its economy.
Notable, however, is the fact that many of the deals reached with China “were not terribly
friendly,” and in many instances, “on completely commercial terms.”**! By the end of
2021, the debt owed by Zimbabwe to China rose to new heights, and the country is now

beginning to default on many of the new Chinese loans.**? To support repayment, the

President of Zimbabwe has “made arrangements with China to repay loans by
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mortgaging mineral resources.”*** Despite economic circumstances becoming more dire
for Zimbabwe as the country continues to mortgage its resources, levels of freedom and
democracy have improved in Zimbabwe over the last two decades.

Impact on Freedom, Democracy, and Corruption. According to AidData, from

2000 through 2017, Zimbabwe received more than $2.06 billion in loans and grant
commitments from China across 112 projects, comprised of $1.7 billion in loans and
$332 million in grants.1** These commitments rank Zimbabwe thirty-seven among those
countries that have received Chinese commitments. Relative to Zimbabwe’s 2017 GDP
(in 2015 USD) of $20.96 billion, the commitments received over the years comprise
9.8% of its 2017 GDP.1* Of the 112 loan and grant commitments made to Zimbabwe,
only four projects make up over half of the commitments, while the top 10 projects in
terms of commitments sum to over three-quarters of the total commitments. In addition
to the loan and grant commitments, over $2.3 billion of commitments were made through
non-loan and grant programs, most prominently Export Buyer’s Credits.

One of the most significant projects in Zimbabwe that a Chinese firm committed
to, in the amount of $200 million (nominal dollars), fell in line with one of China’s
primary objectives of resource security. In 2007, Chinese state-owned enterprise
Sinosteel Corporation acquired, through a loan from the China Development Bank, a
92% equity stake in the owner of Zimbabwe’s largest chromium producer, Zimbabwe
Mining and Smelting Company (Zimasco).**® It was later reported in 2020 that the

company was accused of “side-lining local chrome miners in favour of small scale
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Chinese miners” and that in 2016 and 2017, “99 percent of the contracts [for processing
concentrates were] given to Chinese nationals...”*4’

The remaining four of the top five loan commitments from China were in the
communications and transportation sectors of the Zimbabwe economy. Upon receipt of a
$221 million loan commitment from the Export-Import Bank of China, the largest
communication project funded in Zimbabwe by China was ultimately implemented by
China’s information communication technology company Huawei Technologies, Co.,
Ltd., alongside Zimbabwe’s local NetOne. Similarly, a prominent transportation
infrastructure project, the Victoria Falls Airport Renovation and Expansion, backed by a
$162 million loan commitment, was implemented by the Chinese state-owned China
Jiangsu International Economic and Technical Cooperation Company.'4®

Over the period from 2003 to 2017, utilizing the Freedom House Freedom Score
measure, Zimbabwe transitioned from being classified as Not Free to Partially Free in
2016.14° During this period, its Political Rights Score jumped from 6 to 12, while the
country’s Civil Liberties Score rose from 15 to 20. While Zimbabwe has been

reclassified as Not Free over the last several years, scores remain higher than in the early

part of the twenty-first century, despite growing Chinese involvement in the country.
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Figure 5. Zimbabwe: Freedom Scores 2003 — 2017

Adapted from Freedom House Freedom in the World Data 2003 — 2017.1%°

Similarly, from 2006 to 2017, the Economist Intelligence Unit Democracy Score
of Zimbabwe rose from 2.62 to 3.16.1%* In the case of the Democracy Score, the EIU
would maintain Zimbabwe’s classification as an Authoritarian Regime, falling short of
the 4.0 required to qualify as a Hybrid Regime.

In addition to the Freedom and Democracy Scores previously introduced, it is also
worth considering levels of corruption in countries, as “corruption in a democracy usually
indicates a deficit of democracy.”*®? Since 2012, Transparency International, a non-profit

organization, has provided its own scoring mechanism, the Corruption Perceptions Index
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(“CPI”), to assess and index corruption in 180 countries globally.?>* Founded in Berlin in
1993 by a group of former World Bank employees, the organization seeks to identify
systems and networks of public corruption.*®* Drawing from multiple data sources and
assessments, including data from the World Bank and the World Economic Forum, the
CPI looks for public corruption in areas such as bribery, diversion of public funds,
nepotism, and legal protections.*>® The CPI score is set on a scale of 0 to 100, where 0
represents high corruption and 100 represents low corruption. As a means of establishing
a baseline, in the year 2022, the highest score was achieved by Denmark at 88, while the
United States had a score of 67. On the other end of the spectrum, the lowest score of 11
was received by South Sudan, with China scoring 45.

The corruption score of Zimbabwe does reflect an association between democracy
and corruption. From 2012 to 2017, like the improvement in Freedom and Democracy
Scores, Zimbabwe’s CPI score climbed moderately from 20 to 22, before peaking in

2019 and 2020 at 24, and subsequently dropping to 23.1°¢

Gabon: Political History and Chinese Relations
Gabon gained independence from the French in 1960 and established diplomatic
ties with the People’s Republic of China in 1974. Gabon was one of the first countries in

Africa to recognize the legitimacy of the PRC at the United Nations and has consistently
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supported the One China policy. Additionally, as recently as 2020, Gabon was identified
as one of 53 countries that defended China’s national security laws related to Hong
Kong.*’

Although officially a republic with a presidential form of government since the
adoption of its constitution in 1961, electoral freedoms in Gabon have remained
controversial.'®® The Parti Démocratique Gabonais (“PDG”) has been in power in Gabon
since 1968. The country was first led by Omar Bongo Ondimba, who died in 2009 and
was succeeded in a disputed election by his son Ali Bongo Ondimba, followed by a
subsequent disputed election in 2016.2° As a sign of the growing Chinese presence in
Gabon, it is notable that Ali Bongo Ondimba’s competition in the 2016 election was Jean
Ping, the son of a Chinese businessman who came to Gabon in the 1930s.1%

In contrast to China's challenges during the Great Leap Forward, Gabon, like
several African countries, experienced “significant growth ‘episodes’ ” in the 1960s.6!
Gabon ranks among Africa's wealthiest countries, mainly due to its oil and manganese
production.'®? The country is also the fourth largest oil producer in sub-Saharan Africa,

with oil accounting for nearly 40% of its GDP and 70.5% of its exports.*®® Among all

exports from Gabon in 2022, over half were sent to China, primarily comprised of oil
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(60.8%), manganese (31.7%), and sawn wood (6.3%).1%* The large share of manganese
exported from Gabon to China comprises over a fifth of Chinese manganese supplies, a
critical input to China’s industrial economy.'®® The Wall Street Journal reported in 2021
that China produces more than 90% of the world’s manganese products, ““a rising star in
battery metals,” that are essential for electric vehicles alongside cobalt and nickel where
“China’s metal industries already dominate the global processing...”%

In 2006, the Chinese firm China National Machinery and Equipment Import and
Export Corporation was given the exclusive rights to access Gabon’s iron ore in Belinga,
a remote location in northeast Gabon estimated to hold “exploitable iron ore
reserves...worth over US$3bn.”*%” In connection with this project, the Export-Import
Bank of China provided a loan to the government of Gabon for $70 million (nominal
dollars) for the development of a hydroelectric dam project, to be contributed toward the
Engineering, Procurement, and Construction contract with Sinohydro, a Chinese state-
owned company. The dam's purpose, in part, was to provide electrical power for iron ore
mining.®® Brautigam refers to the Belinga project as “a port linked to a railway cutting
deep into a pristine area of the central African rainforest to reach the mother lode of iron

ore.” She points out that within Africa there are many examples of this, stating,

“...Chinese engineering companies are rebuilding Africa, and they are doing it nearly
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everywhere.” It is not uncommon for China to link extraction projects with
infrastructure, as China has viewed Africa in the context of its own infrastructure needs
during the prior century. The State Council Information Office of the People’s Republic
of China referred to China and Africa as a “community of shared future” based upon
“shared past experiences and similar aims and goals.””*¢°

Among the top five loan commitments to Gabon, two relate to energy projects,
one to transport, one to develop a stadium, and the single largest commitment was for
industry, mining, and construction. Consistent with China’s goals, all the infrastructure
loan commitments were primarily funded by state-owned policy banks, such as the
Export-Import Bank of China. At the same time, the implementation was completed by
Chinese companies, often state-owned, such as the China Road & Bridge Corporation.*”

Like in Zimbabwe, China also contributed to the building and rebuilding of
Gabon’s parliament building. After having originally built the Palace of the National
Assembly in the 1990s, China offered to fully renovate the parliament building after it
was burned in post-2016 election protests. The China Railway Group Limited counts this
project among its many international infrastructure projects.}’* Including Gabon and
Zimbabwe’s parliament buildings, Chinese firms have built or refurbished parliaments
and other governmental buildings in at least 15 African countries, many funded by the

Chinese government as donations. While China regards the development of government

buildings as tools to build political and economic influence, it is not viewed as an attempt
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to export Chinese politics. Yun Sun, director of the China program at the Stimson Center
think tank in Washington D.C., points out, "[t]he prestige diplomacy helps to strengthen
China’s ties with the African governments, especially the top leaders.”*? In addition to
building influence, such aid projects have longer-term commercial benefits by generating
new business within the country. “A Chinese company operating in Gabon reported:
‘[W]e received six more construction projects in Gabon after we finished the Gabon
Senate Plaza.” 71"

Yunnan Chen of the London-based Overseas Development Institute said, “I think
it would be a very convoluted argument to make that the structure of a building carries a
philosophy with it.”"* Others are more skeptical and believe China has more nefarious
objectives. In 2018 it was reported that China had been spying on the IT network of the
Chinese-built African Union headquarters in Ethiopia by transmitting data to China daily.
A second incident followed in 2020 with the siphoning of surveillance footage within the
building. These claims were denied by China and the African Union itself, with an
official from the latter indicating that “[a]ttacking the Chinese, for us, it’s a very bad
idea.”1"®

Impact on Freedom, Democracy, and Corruption. According to AidData, from 2000

through 2017, Gabon received approximately $926 million in loans and grant
commitments from China across 44 projects, comprised of $892 million in loans and

$33.7 million in grants.'’® During this same period, Gabon ranked fifty-three in
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aggregate loan and grant dollars committed by China. Relative to Gabon’s 2017 GDP (in
2015 USD) of $14.75 billion, the total commitments received over the years from China
comprise 6.3% of its 2017 GDP.1"" Of the 44 loan and grant commitments made to
Gabon, the top five projects make up over 70% of the commitments, while the top 10
make up over 93%. In addition to the loan and grant commitments, over $1.4 billion of
commitments were made through non-loan and grant programs, most prominently Export
Buyer’s Credits and Free-Standing Technical Assistance.

In contrast to Zimbabwe, from 2003 through 2017, utilizing the Freedom House
Freedom Score measure, Gabon transitioned from being classified as Partially Free to
Not Free in 2010 and has remained Not Free since then.!”® Over this same period, its
Political Rights Score fell significantly from 16 to 8, while the Civil Liberties Score for
Gabon declined from 34 to 24. Despite the decline in Freedom Score from 2006 to 2017,
the Economist Intelligence Unit Democracy Score for Gabon rose from 2.72 to 3.61,

however, it remained classified as an Authoritarian Regime.*”®
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Figure 6. Gabon: Freedom Scores 2003 — 2017

Adapted from Freedom House Freedom in the World Data 2003 — 2017.1&

Corruption in Gabon also remains troublesome, with the trend disassociating from
that of democracy. In contrast to its increasing Democracy Score, from 2012 to 2017,
Gabon’s CPI score declined marginally from 35 to 32 while continuing its downward
trajectory to 29 in 2022.18! This score ranks Gabon 136 out of 180 countries in the study

in 2022.
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China’s Rising Influence in the Americas

The Americas have the second largest number of recipient countries of Chinese
loan and grant commitments, reaching 27 countries and making up 28% of all Chinese
loan and grant commitments to emerging and developing countries between 2000 and
2017.182 These funding commitments have been mainly concentrated in Latin America
and the Caribbean Islands, which have seen an influx of Chinese funds since the
beginning of the twenty-first century. While the number of recipient countries is
markedly high, it is notable that of the $168 billion in loan and grant commitments made
by China in the Americas, $90.6 billion (or 53.9%) has been committed to Venezuela
alone.

Unlike China’s longer-dated history in Africa, “[t]he relations between the
People’s Republic of China (PRC) and nearly all Latin American countries blossomed
during the first half of the first decade of the twenty-first century.”*8® According to
World Economic Figures, “trade between China and Latin America grew 26-fold
between 2000-2020 (increasing from $12 billion to $315 billion); and is expected to
double by 2035, reaching more than $700 billion.”8*

While nearly all of Africa had been colonized by European nations in the late
nineteenth and early-twentieth century, Latin America experienced European
colonization much earlier, with most nations gaining independence by the mid-1800s.
Like most of the countries in Africa, however, many of the countries in Latin America

struggled to find political stability following their independence. “In each case

182 Custer et al., “Tracking Chinese Development Finance”; Dreher et al., Banking on Beijing.
183 Dominguez et al., “China's Relations with Latin Americas,” 1.
184 Committee on Foreign Affairs, “China Regional Snapshot: South America.”
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independence was followed by political instability, violent conflict, and economic
stagnation lasting for about a half-century.”'8 As Africa was in the latter stages of
European colonialism in the mid-twentieth century, economic influence in Latin America
had shifted to the United States, with trade between Latin America and the United States
growing to 60% in 1945.18 The political influence of the United States in Latin America
also expanded both directly and indirectly, with one of the most “controversial”
entanglements occurring in connection with Chile’s 1973 overthrow of the
democratically elected Socialist president Salvador Allende. '8’

Despite the geographic accessibility and historical influence of the United States
in Latin America, the political and economic dynamics in Latin America have shifted
over the last two decades due to a vacuum of engagement. The United States is “no
longer the only game in town.”*8 Latin America has welcomed increased engagement
with countries such as China as the world has become more bipolar.

Until the early 2000s, the relationship between China and Latin America was
limited, with the PRC taking “little interest in Latin America.”*® At the same time, as
China’s economy began to expand, "China fever” impacted Latin America.'®® For

countries throughout the region, motivations for this relationship were mixed. While

185 Robert H. Bates, John H. Coatsworth, and Jeffrey G. Williamson, “Lost Decades: Postindependence
Performance in Latin America and Africa,” Journal of Economic History 67, no. 4 (2007): 917,
https://doi.org/10.1017/S0022050707000447.

186 Stefan Rinke, “Latin America and Europe: A Historical Perspective,” EU-LAC, accessed May 29, 2023,
https://eulacfoundation.org/en/latin-america-and-europe-historical-perspective.

187 «Chile and the United States: U.S. Policy toward Democracy, Dictatorship, and Human Rights, 1970-
1990,” Digital National Security Archive (DNSA), accessed May 29, 2023, https://proquest.libguides.com/
dnsa/chile.

188 Douglas Farah and Kathryn Babineau, “Extra-Regional Actors in Latin America: The United States is
not the Only Game in Town,” Prism 8, no. 1 (2019): 109, https://www.jstor.org/stable/10.2307/26597313.
189 Lafargue, “China’s Presence in Latin America,” 1.

10 Dominguez et al., “China's Relations with Latin America,” 1.
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Brazil, Chile, and Argentina, for example, sought better economic outcomes, benefitting
from a “boom in economic relations” and accepting “China’s political emergence,” other
countries’ motivations were more ideological.*®* Venezuela and Cuba, for example, were
instead seeking a “political ally to counter U.S. political power.”'% It is not coincidental
that while Argentina, Brazil, and Chile have each been classified by the EIU as Flawed or
Full Democracies since 2006, Cuba and Venezuela have both been identified as
Authoritarian and Hybrid Regimes over this period.'®® Despite this, while several
countries have similar domestic political philosophies, China’s agenda has been primarily

focused on its own economic and political objectives rather than local politics.

Argentina: Political History and Chinese Relations

Argentina is recognized as one of the most stable democracies in Latin America,
having transitioned to a civilian-led democracy in 1983.1% Although the country gained
independence from Spain in 1816, it went through several periods of civilian and military
control, which continue to linger in the backdrop of Argentinian politics. Steeped in a
history of populism, supporters of the authoritarian leader Juan Perdn often repeated
“Mao Tse-tung’s dictum that ‘power comes from the barrel of a gun.” 2% In 1989 the
country successfully experienced its first constitutional transition of power between

political parties since 1916.1%
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Despite a relatively stable political landscape, Argentina has faced significant
economic challenges. While the country was once among the ten wealthiest countries in
the world in 1913, Argentina’s economy has since faltered to the point where Argentina
is now regarded as underdeveloped.t®” Much of this is attributed to a decline in political
institutions and the country’s continued reliance on exporting primary goods. The third
largest economy in Latin America, Argentina’s major industries are automobiles, textiles,
mining, technology, agriculture, and tourism.'®® Martin Schubert of the European
InterAmerican Finance Corporation resolves that “Argentina has a history of borrowing
too much with insufficient fiscal and monetary restraints.”*% Since gaining
independence, Argentina has defaulted on its national debt nine times, on four separate
occasions since 1983.

Argentina’s relationship with the People’s Republic of China dates to 1972.
However, like much of the developing world, Argentina’s economic relationship with
China has seen the most significant growth since the early 2000s. Argentina has been a
priority for China in South America because it is a “big country that is politically
moderated.”?® This relationship has further exacerbated Argentina’s resource curse as
“China’s demand for commodities pushed up the price of exportable commodities while

its industrialization process lowered the relative price of various manufactured goods

17 Rok Spruk, “The Rise and Fall of Argentina,” Latin American Economic Review 28, no. 1 (2019): 1,
https://doi.org/10.1186/s40503-019-0076-2.
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imported by Argentina.”?®? Professor Carmen Amado Mendes of the University of
Coimbra in Portugal points out that “China stimulates economic primarization...”
resulting in a “quality of trade [that] is highly damaging in the long term.”?%? Others
view it as “the possible return to a colonial trade pattern.”?%®

Among Argentina’s top exports to China, agricultural products, particularly
soybeans and beef, have contributed to China’s goal of food security by diversifying their
imports. During the trade war between China and the United States in 2018, for example,
China decreased imports of soybeans from the United States and made up the shortage
with imports from Brazil and Argentina.?%* In the prior year, the state-owned Industrial
and Commercial Bank of China contributed (along with a consortium of international
investors) to finance the expansion of the world’s largest soybean crushing plant, located
in Argentina.?®® In 2020 China became Argentina’s largest trading partner, exceeding the

trade between Argentina and Brazil for the first time, although this later shifted back in

favor of Brazil .2
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While agriculture has been the focus of Chinese-Argentinian trade relations in the
past, mining operations have come into focus as of late, with China’s involvement in
extraction from the “Lithium Triangle” of Argentina, Chile, and Bolivia.?®’ Bnamericas,
a business news organization in Latin America, highlights that “Chinese mining
companies Tibet Summit, Ganfeng Lithium, Tsingshan and Zijin Mining are sinking
millions of dollars into the Argentine lithium industry... In Bolivia, meanwhile, Chinese
consortium CBC, Citic Guoan and Thea Group are advancing...to step up production
from lithium brines.””2%®

Despite China’s outsized economic engagement with Argentina, the political
interaction between the countries has been more muted. Ahead of the 2023 Argentinian
presidential election, a member of the opposition party to the current administration was
quoted as saying, “We are democratic and believe in human rights. We don't [share the
Chinese] vision of the world,” however, he goes on to explain that economically China
“need[s] what we have and we should take advantage of that...”"?%°

Nevertheless, negotiations between Argentina and China remain “deeply
asymmetrical.”?° Like most countries, Argentina does not recognize an independent

Taiwan.?!! Additionally, Argentina historically has not condemned China over human
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rights concerns.?'> Moreover, in 2014 Argentina entered into an agreement with China
allowing the People’s Liberation Army of China to establish a satellite and space control
station in Patagonia, the Espacio Lejano Station.?*® Plans for a second Chinese space
control station and a naval base in Argentina have also been discussed, further evidencing
214

China’s growing political relationship with Argentina.

Impact on Freedom, Democracy, and Corruption. According to AidData, from 2000

through 2017, Argentina received over $3.17 billion in loan commitments from China
across 22 projects, primarily concentrated in the energy sector.?*®> Despite not receiving
any grant funds, Argentina ranked thirty-three in aggregate loan and grant dollars
committed to emerging and developing market countries. Relative to Argentina’s 2017
GDP (in 2015 USD) of $598.8 billion, the total commitments received over the years
from China comprised 0.5% of its 2017 GDP.?%*® Of the 22 loan commitments made to
Argentina, the top five projects make up over 62% of the commitments, while the top 10
projects reach nearly 83% of commitments. In addition to loan and grant commitments,
approximately $5.58 billion of commitments were made through non-loan and grant
programs, most prominently Export Buyer’s Credits. Most of these commitments, like
the loans received, were allocated toward energy projects.

From 2003 through 2017, utilizing the Freedom House Freedom Score measure,

Argentina transitioned from being classified as Partially Free in 2003 to being classified
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as Free beginning in 2004 and remained so every year since.?!’ The transition to Free
resulted primarily from the significant gain in the country’s Political Rights Score

between 2003 and 2004.
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Figure 7. Argentina: Freedom Scores 2003 — 2017

Adapted from Freedom House Freedom in the World Data 2003 — 2017. %8

Despite China’s engagement, it is Not surprising that Argentina’s democratic
values have remained strong, as it is noted that “[d]emocracy promotion works in

‘transition societies’ which already demonstrate a consolidated commitment to

217 Freedom House, “Statuses, 1973-2023.”
218 Freedom House, “Aggregate Category and Subcategory Scores, 2003-2023.”
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democratic values and a relatively proWestern identity.”?!® From 2006 to 2017,
Argentina’s Democracy Score grew from 6.63 to 6.96, after peaking at 7.02 in 2016,
classifying the country as a Flawed Democracy.??

While democracy has been sustained since President Alfonsin was elected in
1983, the country has not been without political challenges. Corruption in Argentina, as
scored by the Corruption Perception Index, ranks Argentina at 94 out of 180 countries for
2022, with a score of 38.22! Argentina’s 2012 score of 35 increased to 39 by 2017, as the

slight upward movement reflects the expected association between less corruption and

greater democracy.

Guyana: Political History and Chinese Relations

In 1966 Guyana became one of the last countries in South America to gain
independence from European colonialism, separating from the United Kingdom. Two
years prior, Forbes Burnham of the People’s National Congress (“PNC”) party was
elected premier of British Guyana with the majority (albeit not the plurality) of votes,
beating out Cheddi Jagan of the People’s Progressive Party (“PPP”). Following
independence, Burnham remained in office for over 14 years through two subsequent
elections in 1968 and 1973. Until 1992, the elected position of Prime Minster continued
to be held by members of the PNC; however, it was widely recognized that the elections

were not free and fair. Internally, the ruling party was taking steps to maintain power
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Ashgate Publishing Limited, 2013), 3.
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through “rigged elections and the support of security forces.”??? Externally, despite later
demanding free and fair elections, the United States and Britain supported Burnham with
the political objective of combatting Marxism.

Guyana reached a peak of authoritarianism in 1974 with the Declaration of
Sophia. Under this declaration, Burnham asserted that “the [PNC] party should assume
unapologetically its paramountcy over the government...”??3 Until 1992, Guyana
remained in various states of authoritarianism where political lines were primarily drawn
by ethnic backgrounds between the PNC’s Afro-Guyanese backers and the PPP’s Indo-
Guyanese support. With mounting Western pressure and oversight and support from the
Carter Center at Emory University, in 1992 Guyana “held the first election in 28 years
that were internationally monitored, accepted by all parties as free and fair, and resulted
in a peaceful transfer of power,” bringing the PPP into leadership.??* While there have
been consistent elections over the last three decades, the stability of democracy in
Guyana remains vulnerable as “Guyana’s bitter political and racial divisions...are
steadily undermining the country’s stability.”??® As recently as 2020, elections in Guyana
were said to be “[m]arred by allegations of fraud...”??

While China and Guyana have held a diplomatic relationship since 1972, making

Guyana one of the first countries in Latin America and first in the Caribbean to recognize
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the PRC, the most significant leap in trade between the two countries has occurred since
2018, when the two countries signed a Memorandum of Understanding on the BRI.
From 2018 to 2022, bilateral trade between the two countries has grown from $265
million to $1.8 billion in 2022, making Guyana “China’s largest trading partner in the
Caribbean.” Additionally, Guyana is one of the few countries in South America,
alongside its neighbor Venezuela, with no ongoing diplomatic relations with Taiwan.

Guyana's economy has historically depended on agriculture and mining, with
resources such as sugar and bauxite as the two primary outputs of the country.??” The
newly independent Guyana underscored the importance of bauxite and other mineral
resources when Prime Minister Forbes nationalized Reynolds Guyana Mines and other
mines under the 1971 Minerals Act.??® Similarly, in 1976, sugar was nationalized, and
the government of Guyana formed the Guyana Sugar Corporation.??°

One of the most notable loan commitments made to Guyana by the Chinese came
in 2005 in connection with the nationalized Guyana Sugar Corporation. The $32.95
million concessional loan, funded by the Chinese state-owned policy bank, the Export-
Import Bank of China, helped to hire the contractor, China National Technology Import
and Export Corporation, to construct the new Skeldon Sugar Factory.?®® While the

project was promising at the time and widely touted by the government as a success, over

a decade and a half later, critics look to the transaction as a “disaster” contributing to the

227 «Sugar: Shifting the Blame Around,” Guyana Chronicle, February 7, 2020.
https://guyanachronicle.com/2020/02/07/sugar-shifting-the-blame-around/.
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collapse of the sugar industry in Guyana.?®* Many see it as a “national embarrassment,”
along with other Chinese infrastructure projects that are “well over budget,” leaving the
country with significant debts.?®> One can also look toward the acquisition of the Omai
bauxite mine in 2007 by the Chinese company Bosai Minerals Group as further evidence
of China’s attention to the natural resources in Guyana and throughout Latin America.?®
While the bauxite and sugar industries remain significant contributors to
Guyana’s economy, there was a marked shift in focus due to the 2015 discovery of large
offshore oil deposits in the Stabroek block.3* The discovery of oil in Guyana has
propelled the economy to have the highest rate of GDP growth of any country in 2023 at
37.2% based upon the IMF’s April 2023 World Economic Outlook data, with an
“extremely favorable” outlook according to Guyana’s Finance Minister Ashni Singh.?%®
The extraction of offshore oil in Guyana is being led by ExxonMobil, with a 45% interest
in a consortium that includes Hess and China National Offshore Oil, with 30% and 25%
ownership interests respectively.?%

For the government of Guyana, the relationship with China is welcome, given the

country’s history of political pressure from the United States, including recent visa
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restrictions on local politicians accused of “undermining democracy.”?’ According to
the Guyana Chronicle, a state-owned newspaper, “Guyana is embracing a path of
economic diplomacy and the doors of investment and friendship are now open to all,
regardless of politics or ideology. It is the national interests of the country and its people
that are the defining characteristics of inter-governmental relations.”?*® Although
Guyana had historically been heralded as a champion for environmental causes, its recent
resource extraction efforts have garnered the country additional “agency on the

9

international stage,” in part resulting from its close ties with China.?®

Impact on Freedom, Democracy, and Corruption. According to AidData, from 2000

through 2017, Guyana received over $520.8 million in loan and grant commitments from
China across 42 projects.?*® The first grant from China came as early as 2002, and the
first loan commitment came in 2005. The largest sector recipient of these commitments
from China was the Transport and Storage sector, making up over $207 million, or 40%,
of all commitments, including one of the largest loan commitments to Guyana of $146
million. The 2012 concessional loan commitment from the Export-Import Bank of China
was utilized to fund the Cheddi Jagan International Airport Expansion Project,

implemented by the Chinese state-owned China Harbour Engineering Co., Ltd.?*
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Like most other countries that receive loans and grants from China, the energy
and the industry, mining, and construction sectors also make up a large percentage of
commitments at 21% and 15% respectively. Funding for many of these projects came
from a mix of Chinese state-owned policy banks as well as government agencies, such as
the China Geological Survey, while implementing the projects were most often Chinese
state-owned companies such as the China National Technical Import and Export
Corporation or the China National Machinery and Equipment Import & Export
Corporation.?42

Despite ranking 72nd among emerging and developing market loan and grant
recipients, the commitments from China make up over 11% of Guyana’s 2017 GDP (in
2015 USD).?*® Of the 42 commitments made to Guyana, the top five projects comprise
nearly 72% of the commitments, while the top 10 projects reach almost 95% of
commitments.

Although Guyana has received significant Chinese loan and grant commitments,
utilizing the Freedom House Freedom Score measure from 2003 through 2017, Guyana
largely maintained its classification as Free (except for a 1-year change to Partially Free
in 2006).2* Both Guyana’s Political Rights and Civil Liberties Scores have remained

stable throughout this period, as seen in Figure 8.
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Figure 8. Guyana: Freedom Score 2003 — 2017

Sources: Freedom House Freedom in the World Data 2003 — 2017.24

Guyana’s Democracy Score has generally remained stable, with a slight rise from
6.15 to 6.46 from 2006 to 2017, maintaining the country’s classification as a Flawed
Democracy (briefly falling below the threshold to be classified as a Hybrid Regime in
2014).2% “Whether a political party is in power or in the opposition, China aid has not
had any effect on Guyanese local politics.”?*’ Corruption in Guyana, when scored by the
CPI, ranks Guyana at 85 out of 180 countries for 2022.2*8 Guyana’s 2012 score of 28

increased to 40 by 2017, indicating a decline in corruption.
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Chapter V.

“A Community of Common Destiny”

In a 2012 report to the 18th National Congress of the Communist Party of China,
the then CCP General Secretary Hu Jintao foreshadowed China’s “new era” of foreign
policy, calling to “promote the noble cause of peace and development of mankind.”?*® He
stated:

“We should advance democracy in international relations, respect
sovereignty, share security, and uphold world peace and stability. In
promoting inclusiveness and mutual learning, we should respect diversity
of civilizations and development paths, respect and safeguard the rights of
all peoples to independently choose their social system and development
path, learn from others to make up for our shortcomings, and advance
human civilization. In promoting mutually beneficial cooperation, we
should raise awareness about human beings sharing a community of
common destiny. A country should accommodate the legitimate concerns
of others when pursuing its own interests; and it should promote common
development of all countries when advancing its own development.
Countries should establish a new type of global development partnership
that is more equitable and balanced, stick together in times of difficulty,
both share rights and shoulder obligations, and boost the common interests
of mankind.”?>°

For China and the Western world, these remarks reflected China’s Grand Strategy
to “restore China to the dominant position it held in the world economy during most of
recorded history.”?*! While some view China-led funding as an alternative “toolkit,”

others see it as Chinese statecraft, “authoritarian governments...effectively challeng[ing]

249 Daniel Tobin, How Xi Jinping's "New Era" Should Have Ended U.S. Debate on Beijing's Ambitions
(Center for Strategic and International Studies, 2020), 11, https://csis-website-prod.s3.amazonaws.com/
s3fs-public/publication/200508 Tobin_NewEra_v4%5B2%5D.pdf; Hu Jintao, Report of Hu Jintao to the
18th CPC National Congress (Beijing, China: Report to the 18th National Congress of the Communist
Party of China, November 16, 2012), http://www.china.org.cn/china/18th_cpc_congress/2012-
11/16/content_27137540 11.htm

250 Jintao, Report of Hu Jintao to the 18th CPC National Congress.

51 David P. Goldman, “What Is China's Grand Strategy” (lecture, The Heritage Foundation, May 22,
2019), https://lwww.heritage.org/asia/lecture/what-chinas-grand-strategy.
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the liberal consensus.”?>? By “linking economies to China and making countries depend
more on Chinese finance, [the] BRI provides Beijing with additional geopolitical
leverage.” 2 However, there is little evidence to suggest that Chinese loans and grants to
emerging and developing market countries are associated with trends toward

authoritarian rule and fewer freedoms over time.

Current Topics on the Chinese Debt Trap

The year 2019 marked the 20th anniversary of the launch of China’s Go Out
Policy. As COVID-19 brought much of the world’s economy to a halt the following
year, emerging markets were disproportionality impacted. The IMF identified “a
collapse in domestic and external demand, record capital outflows, higher external
borrowing costs, a commodity bust, and depreciating currencies,” all impacting emerging
market economies at the same time.?*

For many countries that had received Chinese loans, this pushed them deeper into
debt, with funded projects going over budget and failing to meet their financial
objectives. As a result, these countries face unexpected “strings attached” such as
“increased unsustainable debt, non-equitable growth, increased levels of control,

authoritarianism, and rescission on human rights.”2%

252 Yagci, “A Beijing Consensus in the Making,” 30; Maximilian Mayer, “China's Historical Statecraft and
the Return of History,” International Affairs 94, no. 6 (November 2018): 1221, https://doi.org/10.1093
fialiiy209.

253 Hillman and Sacks, “China's Belt and Road.”

254 Cem Cakmakli et al., “Covid-19 and Emerging Markets: An Epidemiological Model with International
Production Networks and Capital Flows” (working paper, International Monetary Fund, 2020), 2,
https://www.imf.org/-/media/Files/Publications/WP/2020/English/wpiea2020133-print-pdf.ashx.

25 Kristen A. Cordell, “The Evolving Relationship between the International Development Architecture
and China's Belt and Road,” Brookings, October 12, 2020, https://www.brookings.edu/articles/the-
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In recent years, China has slowed commitments to new projects. In November
2021, Chinese investment pledges to Africa were cut year over year for the first time, and
at least two of the significant Chinese lenders, the Export-lImport Bank of China and the
China Development Bank, have imposed more stringent lending terms.?*® In addition to
economic constraints, “low-quality construction on some of the projects risks crippling
key infrastructure and saddling nations with even more costs” in countries from Uganda
to Ecuador.?®’

Just as China has tipped the global scales and built relationships by becoming the
world’s largest creditor, emerging market countries are now facing a new challenge as
they face the world’s largest “Loan Shark.”?>® Debt restructuring and forgiveness by
Western creditor nations through institutions such as the Paris Club allowed emerging
market countries to become accustomed to conditional debt relief as “debtor countries
undertake reforms to stabilize and restore their macroeconomic and financial
situation.”?® However, China is not a member of the Paris Club and thus far has
provided limited accommodation. Despite attempts by the G20 to create a Common
Framework for Debt Treatment among all creditor countries, China has taken a vastly
different approach to resolving unpaid debt. China has “foreclosed” on critical national
infrastructure around the world, impacting local economies and, in the eyes of the West,
introducing new global security risks as China turns public utility infrastructure into

military infrastructure. The former United States Senator from Georgia, David Perdue,

256 Akeredolu, “China’s Role in Restructuring Debt in Africa.”

257 Ryan Dube and Gabriele Steinhauser, “China’s Global Mega-Projects Are Falling Apart,” Wall Street
Journal, January 20, 2023, https://www.wsj.com/articles/china-global-mega-projects-infrastructure-falling-
apart-11674166180.
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has expressed an understanding of China’s security and economic interest while
concurrently identifying security risks for global stability, stating:

“The Belt and Road Initiative. Who can fault [China] for trying to develop
the parts of the world that are important to them? They want to secure
their supply chains for precious metals, food, energy. | get that, no
problem.... [But] I get really concerned because what they’re doing is
making these proprietary loans. They’ve already foreclosed in Colombo
and Karachi, they have this 99-year lease in Cambodia now, they’re thirty
clicks down the coast in Djibouti from us. We see the expansion of their
interest. If it’s just trade, no problem. But | have a hard time saying that
when you’re going into a place like Colombo and you foreclose on your
weak partner and then you turn that port into a military port, it raises
questions in my mind about what the original intent was.”?¢°

A recent report from the Debt Relief for a Green & Inclusive Recovery Project
has indicated that 61 emerging and developing market economies are in or at high risk of
debt distress, with more than $812 billion of debt that requires restructuring.?® The West
has called upon China to work toward providing debt relief. However, much of this
pressure has been met with resistance.?®? While as of early 2023 China has “softened” its
demands and is slowly moving in line with “long-standing rules and norms,” China has
continued to pressure debtor nations to repay by any means possible.?®3 In April 2023,
Sri Lanka considered turning over 100,000 endangered monkeys to help repay over $7

billion in debt owed to China.?%* These debt payment requirements and other political

260 Matt Geraci, “An Update on American Perspectives on the Belt and Road Initiative.” Institute for China-
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and African Studies, University of London; Heinrich-Boéll-Stiftung, 2023), 11, https://drgr.org/files/
2023/05/DRGR_Report_2023.pdf.
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relief.html.
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pressures imposed by China have resulted in many viewing China as “...a neo-colonizer,

with a long-term strategy to replace traditional Western orientation.”?%°

Conclusion: China Awakened

Despite the potential for long-term political and economic instability in emerging
and developing countries, China continues integrating itself into critical infrastructure
projects in resource-rich countries globally. Not only is China consolidating political and
economic influence, but the technical reliance of recipient countries on China is growing
with each new critical infrastructure component. Although China only established its
first “official” overseas military base in Djibouti in 2017, its growing engagement in
infrastructure worldwide has positioned a revisionist China and a complacent United
States on a path toward an increasingly bipolar world in the twenty-first century.2%

While some political leaders in emerging and developing countries have eagerly
welcomed funding from China with the expectation of no political strings attached, there
is a growing concern that accepting these funds may negatively impact development over
the long term and ultimately push the country toward a more authoritarian form of
government. Although local politicians have enthusiastically touted the new fastest train,
longest bridge, or highest tower, serving their short-term goals, projects such as these
have often left governments and their citizens in a debt trap beholden to Chinese political

and economic whims.

265 Mendes, “China in South America: Argentina, Brazil and Venezuela” 4.
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facility-abu-dhabi-port-7636394/.
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Ryan Berg, director of the Americas Program at the Center for Strategic and
International Studies, points out that governments “...know that they’re not going to get
the same level of quality by partnering with Chinese companies, but they also will get
fewer headaches, fewer regulations, fewer lessons on the environment, [and] fewer
complaints from [nongovernmental organizations].”?®” As a result, despite the cautionary
examples of distress, politicians in emerging and developing markets have continued to
accept funds from China.

It was reported before Congress in 2006 that “China has ignored standards of
international law, humanitarian concerns, and human rights when these conflict with
China's resource acquisition needs.”?%® Approaching twenty years later, this criticism
remains. While China’s activities are criticized by those that adhere to Washington
Consensus norms, little has been done by the West to change the narrative. In response,
however, Xue Hangin, a Chinese judge serving on the International Court of Justice, has
said “China’s position on cultural relativism is not intended to challenge Western values
and its liberal rights models, but to argue that these values and models are not the only
way to promote and protect human rights.”?%°

Since the mid-twentieth century, Chinese leadership has sought to restore the
country’s historical prominence. These efforts have been expanded and advanced since

1999 by establishing a new sphere of influence through financial investments across

emerging and developing market economies.?’® Although there is little evidence of

267 Christina Lu and Rocio Fabbro, “China’s Latin American Gold Rush is all about Clean Energy,”
Foreign Policy, February 27, 2023, https://foreignpolicy.com/2023/02/27/china-latin-america-lithium-
clean-energy-trade-investment/.
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association to show an impact of Chinese loan and grant commitments on the governance
of emerging and developing market countries, the West still questions whether it believes
President Xi Jinping when he says, “now China the lion has awakened, but it is a

peaceful, amicable and civilized lion.”?"*

271 Jinping, “Establishment of China-France Diplomatic Relations.”
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