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Abstract 

The US-led global order, in the last two decades, has been characterized by China’s 

emergence, sparking an intense debate about its potential impact over the different aspects 

of the international system. While in the international trade, financial and monetary 

system China is being gradually socialized within the status quo, in the development 

system the Asian giant has resisted any attempt of cooptation by the OECD-DAC to the 

point that it has created a parallel system to deliver its foreign aid according to its own 

values and following its own interests, which has led several authors to talk about a “silent 

revolution” in the international cooperation system. While extensive research has been 

conducted on the impact of Chinese aid to Africa, this paper will focus instead on Chinese 

aid to Latin America and the Caribbean. Through the use of multilevel regressions, this 

PhD thesis will empirically test several claims about the underlying Chinese aid, such as 

its preference for authoritarian and corrupt countries, the use of aid to achieve access 

natural resources and hydrocarbons or to favor the implementation of the One-China 

policy, among others. The results of the analysis suggest that most of the most worrying 

claims are unsubstantiated and that China’s aid flows to LAC respond to motivations that 

resemble those of traditional donors (such as the US, Germany and Spain). Consequently, 

the region has everything to gain from the US-China competition for influence, with the 

condition of being able to avoid a replication of the center-periphery model and instead 

adopting an assertive stance to determine its own priorities and policies.  

 

Keywords: China’s Foreign Aid, Emerging Donors, Development Cooperation, Aid 

Allocation, Latin American and the Caribbean. 
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Resumen 

El orden mundial liderado por los Estados Unidos, en las últimas dos décadas, se ha 

caracterizado por el surgimiento de China, lo que desató un intenso debate sobre su 

impacto potencial sobre los diferentes aspectos del sistema internacional. Mientras que 

en el sistema comercial, financiero y monetario internacional China está siendo 

socializada gradualmente dentro del status quo, en el sistema de desarrollo el gigante 

asiático ha resistido cualquier intento de cooptación por parte del CAD de la OCDE hasta 

el punto de que ha creado un sistema paralelo para entregar su ayuda externa según sus 

propios valores y siguiendo sus propios intereses; lo que ha llevado a varios autores a 

hablar de una "revolución silenciosa" en el sistema de cooperación internacional. Si bien 

la literatura previa ha realizado extensas investigaciones sobre el impacto de la ayuda 

china a África, este documento se centrará en cambio en la ayuda china a América Latina 

y el Caribe. A través del uso de regresiones multinivel, esta tesis doctoral pondrá 

empíricamente a prueba varias afirmaciones sobre la ayuda china, como su preferencia 

por países autoritarios y corruptos, el uso de la ayuda para lograr el acceso a los recursos 

naturales y los hidrocarburos o para favorecer la implementación de política de “una sola 

China”, entre otros. Los resultados del análisis sugieren que la mayoría de las acusaciones 

más preocupantes no están fundamentadas y que los flujos de ayuda de China a ALC 

responden a motivaciones que se parecen a las de los donantes tradicionales (como 

Estados Unidos, Alemania y España). En consecuencia, la región tiene mucho que ganar 

de la competencia por la influencia entre EE. UU. y China, con la condición de lograr 

evitar replicar el modelo centro-periferia y, en cambio, adoptar una postura asertiva para 

determinar sus propias prioridades y políticas. 

 

Palabras clave: ayuda externa de China, donantes emergentes, cooperación para el 

desarrollo, asignación de ayuda, América Latina y el Caribe. 
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Introduction 

China’s rise is undoubtedly the greatest happening of the beginning of the new 

millennium; of course, as historians like to remind us, it is more a return to a historical 

norm than a sheer novelty: China has always been a major global power and, as such, has 

been culturally and economically very advanced since the Bronze Age. Nevertheless, a 

long era of political instability and economic crisis began since the First Opium War 

(1839), reaching its apex with the Chinese Civil War (1927-49). After Mao’s Chinese 

Communist Party’s victory over the nationalist party Kuomintang, China and its economy 

have remained essentially isolated from the rest of the world and it was only in 1978, with 

Deng Xiaoping’s  “reform and opening up” that the “Chinese dragon” started to rise again 

from its lethargy. After experiencing a sustained rate of growth close to 9.5% in the last 

25 years (more than three times faster than Latin America’s average growth rate of 2.7%) 

China represents today around the 15% of global GDP, approaching the European Union 

and the United States as the largest global economy. Chinese growth and increasing 

global influence implies also one of the main events for Latin America and the Caribbean 

(LAC) in last decades: China constitutes a fundamental economic (and, in a lesser degree 

political) partner for the region, and it is essential for LAC’s diversification from its 

historical partners, the US and Europe. With Chinese rise, a new source of development 

appeared, and LAC is increasingly looking at the Western coast of the Pacific Ocean as 

a new direction to focus its trade efforts. This geo-economic change, nevertheless, also 

represents an additional potential source of instability, since the region is increasingly 

affected by dynamics originating from East Asia, such as the variation in the demand 

from Beijing, or the fluctuations of the Chinese yuan. 

As a consequence of China’s extraordinary progress on the global scene, a sizeable share 

of the academic literature (within a wide variety of academic fields) has been deeply 

concerned with finding an interpretation of Chinese rise and of its potential consequences 

for the rest of the world. In the fields of International Relations and International Political 

Economy the main focus of research has been understanding Chinese international 

behavior and the prospective impact of China’s rise over the different facets of the current 

international political and economic system, as emerged from the Cold War and led by 

the United States and its allies in the Western block. Some authors (especially liberal and 

institutionalist academics such as Ikenberry, Callahan, Nye, Ross, Zhu, etc.) see China’s 



3 

 

 

rise as an opportunity of cooperation, and believe that the increased economic 

interdependence and Chinese participation within existing international institutions will 

lead to more international stability, trust, and, ultimately, to international peace. Other 

authors (especially realist authors such as Jacques, Mearsheimer, Friedberg, Goldstein, 

Kirshner, etc.) see China’s rise as a profound alteration of the balance of power and, as 

such, as a source of instability and potential conflict; they believe that China will 

ultimately use its increased power to challenge the status quo and to attempt to create a 

Sinocentric new global order. Finally, other analysts and academics (in particular, 

constructivist authors such as Acharya, Johnston, Ross, etc.) believe that through 

interaction with the West and through participation in international institutions Chinese 

officials will gradually change their beliefs and interests, and soften their hard positions 

(human rights, democracy, self-regulated markets, etc.). Since 1978 opening up, China 

has, in fact, joined a great number of international organizations, being particularly active 

within the UN system and being a strong supporter of international multilateralism, which 

goes together with its demands for a “new international democratic order”.  

This PhD thesis, then, situates itself within the vast body of literature concerned with the 

impact of China’s rise over the international order and over the four spheres that compose 

the international economic system, as traditionally studied in the field of International 

Political Economy: the international trade system, the international monetary system, the 

international financial system, and, finally, the international development system, being 

the latter the main focus of my empirical research. 

Clearly, China stands as an increasingly engaged actor in every aspect of the international 

economic order; nevertheless, Chinese level of socialization within existing norms and 

institutions has been variable, and somehow partial and incomplete. Within the 

international trade system, monetary system and financial system, China has gradually 

adapted its international behavior and also altered some domestic structures to ensure an 

effective participation and socialization, alongside some reticence in those aspects of 

international norms that do not exactly fit Chinese interests. In the sphere of global trade, 

China participates actively within the existing institutions (active membership in WTO, 

FMI, etc.); while large scale domestic reforms are still not fully implemented (with 

concerns in the areas of intellectual property, access to domestic financial markets, etc.), 

Chinese full integration in the status quo of the global trade system seems to be the most 
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likely scenario. The same can be said regarding China’s increasing engagement with the 

international monetary system: China is the country with the highest foreign reserves and 

the world’s largest creditor, and assumed a very active role to limit the effects of the 2008 

financial crisis, with the RMB joining the basket of reserve currencies of the IMF. 

Furthermore, within the international financial system, China’s level of engagement has 

nowadays  reached unprecedented levels, resulting in increased voting power within the 

IMF and WB. 

Compared to other aspects of the global economic system, in the international 

development system (which is the main focus of this PhD thesis and will be discussed in 

greater detail) China is less socialized and less abiding to international standards. Actually, 

China’s emergence as a donor is not following the same institutional format the rules and 

the agenda for global development cooperation of more established donors: in fact, the 

contemporary international development regime has been founded (and financed) on 

practices and priorities of donors of the North, organized in the Development Assistance 

Committee of the Organization for Economic Cooperation and Development (OECD-

DAC)1. Yet, in the post-Cold War era, China and other emerging donors embody a 

fundamental novelty in the development finance landscape; today, non-Western suppliers 

of international development finance, that are outside the OECD’s DAC (often identified 

as non-DAC donors), play an increasingly important role. Estimates of official 

development assistance (ODA) from non-DAC sources reach $41.7 billions per year, 

surpassing 10% of total global aid. This sharp increase in development cooperation 

spending by emerging donors has been described as a “silent revolution” (Woods, 2008) 

for the international development cooperation system, which is now fractured between 

DAC and non-DAC donors. As a matter of fact, these emerging actors do not participate 

                                                

 
1 The OECD-DAC is a development cooperation directorate that describes itself as being the “venue and 
voice” of the world's major donor countries. There are 29 members of DAC, including the European Union, 
which acts as a full member of the committee: Australia, European Union, Ireland, Norway, Spain, Austria, 
Finland, Italy, Poland, Sweden, Belgium, France, Japan, Portugal, Switzerland, Canada, Germany, 
Luxembourg, Slovakia, United Kingdom, Czech Republic, Greece, Netherlands, Slovenia, United States, 
Denmark, Iceland, New Zealand, South Korea. The World Bank, the IMF, UNDP, the African 
Development Bank, the Asian Development Bank, and the Inter-American Development Bank participate 
as observers. 
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in existing global structures (such as the OECD’s Creditor Reporting System and the 

International Aid Transparency Initiative) and resisted DAC’s attempts of cooptation, 

having other ways of supporting partner countries, often called South-South Cooperation 

Activities, which go beyond the traditional ODA grants and concessional loans. The order 

that will emerge after the “silent revolution” will supposedly be more negotiated, within 

a more pluralist distribution of power and influence over global development (ibid.). 

China’s emergence as the most important emerging donor is particularly relevant for 

Latin America and the Caribbean; while in the last decade the United States and other 

Western donors are reducing their foreign aid allocation to LAC, China has been sharply 

increasing both the amounts and the number of aid projects directed to the region; 

nowadays (as the quantitative analysis contained in this PhD thesis will show) the share 

of Chinese aid allocated to LAC has passed from less than 5% to 20% of its total budget. 

However, China’s emergence as a donor is also raising a series of concerns in the 

academia: on the one hand, some authors claim that Chinese aid is a “rogue aid”, 

motivated only by self-interest and not focusing on the need of the recipient, and are 

concerned about the alleged existence of an “authoritarian nexus”, a special relationship 

with authoritarian states in LAC; on the other hand, other authors see China’s increased 

cooperation with the region as a historic opportunity for unprecedented progress to 

rebalance its gaps in productivity, innovation, infrastructure, logistics, and capacity-

building. Among those praising the positive effect of Sino-Latin-American cooperation, 

the complementarity of interests between China and LAC has been described as a 

"marriage made in Heaven”, in which the leading principle is mutual benefit.  

My research, then, is designed to understand: which are the factors influencing Chinese 

aid to Latin America and the Caribbean? Additionally, it aims to answer specific 

questions such as: how have the motivations underlying Chinese aid to LAC changed 

across historical phases? How does Chinese aid compare to other regions of the 

developing world? To what extent Chinese aid to LAC is different than aid from 

traditional donors, such as the US, Germany and Spain? What are the differences between 

Chinese Official Development Aid and Chinese Other Official Flows directed to the 

region? 

To answer my research questions, I build a database which collects information on 

Chinese aid such as the amount of aid, the number of aid projects, and the quantity of 
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food aid delivered to 151 developing countries from 1956 to 2016, divided into six main 

historical phases. Information required to answer the research question include datasets 

from AidData, OECD, and World Food Programme, among others. Making use of such 

data I run a series of nested regressions, to empirically test whether and to what extent 

China’s aid has been motivated by a series of determinants postulated in previous 

literature. Such alleged motivations, which include the recipient country’s development 

needs, the institutional characteristics of the recipient, and Chinese political and 

commercial self-interest, will constitute my working hypotheses to empirically put to test. 

In studying development cooperation from the perspective of rising powers, my academic 

contribution is aimed at the growing International Relations and Development 

Cooperation literature on emerging donors; to learn about how new and diverse players 

in world politics understand development cooperation is crucial to understand policies 

and behavior of these future powers in a “post-Western world”. This PhD thesis therefore 

aims to produce insights into China’s development aid policies and budget allocation, 

which are relevant to both scholars and policymakers who wish to understand 

development cooperation in a world where development cooperation, finance and 

knowledge are no longer a monopoly of the West. Specifically, it is contributing to the 

study of China as an emerging donor to LAC, putting to test with empirical data such 

portrayals of Chinese aid from the literature, often characterized by a speculative nature. 

While previous literature only conducted empirical studies over the determinants of 

Chinese aid at the global level (Dreher & Fuchs, 2012) or focus on Africa as a recipient 

(Bräutigam, 2011; Dreher et al., 2016), my study is the first empirical study of the 

determinants of Chinese aid with a regional focus dedicated especially to Chinese aid to 

Latin America and the Caribbean, filling in that way a gap in the existing literature.  

In the first chapter, I will describe the conceptual framework of this PhD thesis. In the 

first part of the chapter I will review the interpretation of Chinese rise given by previous 

literature, in particular the understanding by liberal/institutionalist, realist and 

constructivist authors. In the second section of the first chapter I will describe extensively 

the impact of China’s rise over four analytical areas of the international economic order: 

the international trade system, the international monetary system, the international 

financial system, and (with a greater level of detail that includes China’s relations with 

the DAC, the motivations behind China's aid allocation and on the potential developments 
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of Sino-Latin-American cooperation) on the international development system. At the 

end of this section I will provide an assessment for each area of focus of the level of 

socialization of China within the status quo. Finally, in the third section of the first chapter 

I will concentrate on the influence of China’s rise in Latin America and the Caribbean, 

and its significance regarding the United States of America. 

In the second chapter, I will describe the methodological framework, starting with a 

review of the methodologies previously used to quantify Chinese aid (that is the main 

methodological difficulty for a research on Chinese aid, since the Asian country does not 

disclose data on its aid flows) and thus describing the statistical model used to put to test 

my hypotheses.  

Chapters from 3 to 5 will present the results of my econometric analyses: chapter 3 will 

portray the comparison among the six historical phases of Chinese aid to LAC, as well as 

comparing the factors that influence Chinese aid to LAC to those that influence its aid to 

other recipient developing regions; chapter 4 will present the results regarding the 

differences between aid by China and aid by some DAC donors (specifically the US, 

Germany and Spain); finally, Chapter 5, after a sectorial analysis of Chinese aid and 

investment to Latin America and the Caribbean, will describe the differences between 

Chinese Official Development Aid and Other Official Flows, showing that they respond 

to different determinants and are directed to different types of recipient countries. The 

conclusions will extrapolate from results to offer a reflection about the Sino-Latin 

American changing relationship, its dangers and its opportunities. 

As an anticipation, my econometric analyses will show that most of the worries and the 

critics about Chinese aid to the region are largely uncorroborated by empirical data. A 

closer relationship between China and LAC region may be desirable, since there is a great 

complementarity of economic interests that may lead to mutual development (with LAC 

in need of a buyer for its abundant natural resources and China willing to buy them to 

sustain its production and secure its energy needs); nevertheless, enthusiasm towards a 

“silent revolution” in international cooperation system that may introduce a more 

horizontal relationship between China and its aid recipients seems to be too optimistic; 

on the contrary, the cooperation agenda modelled on Chinese interests, due to the 

asymmetrical nature of the economic and political Sino-Latin American relation, which 

seems to reproduce the center-periphery dynamics of the traditional western cooperation. 



8 

 

 

Chapter 1. Conceptual framework 

While the main focus of this PhD thesis is the potential effect of China rise as an 

international donor of over the international development system, and in particular the 

motivations underlying Chinese aid to Latin America and the Caribbean, it is important 

to position Chinese rise in the context of the complexity the international system and, in 

particular,  to provide an understanding of its potential effects over the different aspects 

of the global economic system (to which the development system belongs), and, finally, 

over Latin American region. In this chapter, then, I will develop a process of qualitative 

analysis of previous literature, drawing from a systematic synthesis of findings from 

multidisciplinary bodies of knowledge focusing on the phenomenon of China’s rise 

(Jabareen, 2009). With this objective in mind, in the first section of this chapter I will 

summarize the understanding of Chinese rise and its consequences for the international 

system given by previous literature (especially, its interpretation by liberal/institutionalist, 

realist and constructivist authors), which identified three possible scenarios: a scenario of 

socialization and cooptation of China within the existing order; a scenario of conflict and 

revolution towards a new order; and a hybrid scenario of coexistence between the West 

and the East and reform and adjustment of existing international norms. In the second 

section of this chapter I will describe the effect of the rise of China over four spheres of 

the international economic order as traditionally studied in the field of International 

Political Economy, such as the international trade system, the international monetary 

system, the international financial system, and finally, the international development 

system. As a result of this analysis, I will provide an assessment of the level of 

socialization of China (and its potential trajectories) within the different sphere of the 

international economic system. Finally, in the third section of this chapter I will focus on 

the impact of China’s rise in Latin America and the Caribbean, and its significance vis-

à-vis the traditionally hegemonic power over the region, the United States of America: in 

recent decades there has been a decline of the Monroe Doctrine and of US involvement 

in LAC, together with an astounding rise of China as an economic and (in a lesser degree) 

political partner; as a consequence, Latin American countries have, on the one hand, the 

extraordinary opportunity to exert unprecedented levels of assertiveness and 

independence in deciding their own policies, while on the other hand there is the hidden 
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risk of a reproduction of the asymmetric center-periphery model with the Asian giant as 

well.  

A conceptual map of China’s rise as developed in this chapter is represented 

schematically in Figure 1 below. 

 

Figure 1 - China’s rise: conceptual map of the chapter 

 
 

1.1 China’s rise and the changes in the global system 

Since Beijing was assigned China’s UN seat replacing Taipei in 1971, the People’s 

Republic of China has been socialized into the post-war international system and its 

behavioral norms, rules, practices, and standards, certainly not without problems and 

resistances. Today, as a consequence of Chinese global rise, there seems to be a consensus 

that power and influence are moving away from the transatlantic order led by the United 

States and migrating to Asia. China’s approach towards the US-led global order 

underwent severe changes: in the Maoist era, China often upheld antagonistic postures; 

since President Deng Xiaoping’s reforms started in 1978, China tried to maintain a low 

international profile; President Hu Jintao focused on projecting its soft-power for a 

nonaggressive “peaceful rise”; finally, with President Xi Jinping, China seems to have 

adopted a more activist inclination and more ambitious aims as a global power. Therefore, 

in recent past, the International Relations academic community is increasingly concerned 
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with the following questions: how will China and the United States handle the transition 

from the system that was born from the Cold War to a new system? Will the old system 

survive or will it evolve into something completely different?  

Generally speaking, academic scholars and political analysts “lack the kinds of powerful 

predictive tools that would allow them to say with any degree of assurance what the state 

of relations between the United States and China will be” (Friedberg, 2005, p.8); 

nevertheless, the debate is very buoyant and many authors have expressed their prediction 

about the potential evolution of the international system. Within existing literature, three 

possible outcomes (Chin & Thakur, 2010; Breslin, 2013) have been recognized: 

(1) The first scenario is that of China growing as a “status quo power”: China will 

continue to be socialized and will be coopted within the US-led system that was born in 

the second postwar period, gradually conforming to most of its liberal norms (Ikenberry, 

2008, 2014; Brooks & Wohlforth, 2016; Buzan, 2010). In this scenario, supported mostly 

by liberal theorists, economic interdependence between China and the US will bring 

prosperity for all and will be the motor for co-optation and incorporation within the liberal 

order (Fravel, 2010). Until now, in fact, Chinese foreign policy’s objective have been 

consistent with maintaining the status quo (Johnston, 2003; Kang, 2007); as Xi himself 

declared, "China will never seek hegemony or expansionism" (Xi, 2012). China explicitly 

advocates a new international political and economic order, only possible through gradual 

reforms and democratic multilateral international relations; Chinese development is based 

upon world peace, and world peace would be reinforced by Chinese development (Zheng, 

2005). In recent decades, in fact, China’s “acceptance of, and integration into, the 

international system have been nothing short of extraordinary” (Kent, 2008, pp. 222–223) 

and “China had gone from trying to build a Third World United Nations (to compete with 

the UN) in the 1960s to wanting the UN to be the principal legitimator of the use of force 

and economic sanctions in the international system” (Lampton, 2008, p.4). In conclusion, 

being China a beneficiary of the contemporary international institutional order, it has a 

strong interest in maintaining and consolidating such order (Ikenberry, in Ross and Zhu, 

2008). Quite the reverse, aggressive attitudes would certainly trigger the formation of a 

containment alliance of countries, undermining PRC’s interests and strategies (Goldstein, 

2005), and China would also suffer very high costs in terms of lost trade and investment 

if undertaking aggressive foreign policies  (Copeland, 2000; Moore & Yang, 2001; 
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Scobell, 2001; Kang, 2007; Ikenberry, 2008; Johnston, 2008; Kirshner, 2008; Zhu, 2008). 

The current multilateral approach adopted by Chinese authorities towards a solution to 

the dilemmas in the South China Sea and the Korean Peninsula is often presented as a 

(albeit not very strong) evidence of Chinese good disposition (Goldstein, 2007). Within 

the academic debate, then, liberal authors generally assume the position of an 

“engagement” strategy towards China: in addition to their confidence in trade and 

economic interdependence as instruments of international peace, vast faith is placed on 

the role of international institutions, believed capable of improving communication, 

cooperation and trust between countries, decreasing ambiguity about intentions and 

allowing believable binding reciprocal commitments, finally counteracting effects of 

international systemic anarchy (Keohane, 1984). Subsequently, institutionalist authors 

rather see China's rise as an opportunity for building cooperation: being Chinese rise an 

irreversible process, the most sensible approach is to generate cooperative strategies for 

the mutual benefit (Callahan, 2015; Nye, 2006). 

(2) The second possible outcome of China’s rise identifiable in the literature is the 

occurrence of a revolution in the international system, in which China would potentially 

“challenge more established global standards, rules and norms of international conduct” 

(Chin & Thakur, 2010, p.120). Some authors  anticipate that China will “rule the world” 

and a “new global order” will be born (Jacques, 2009; Shambaugh, 2013; Wu, 2010, 2016; 

Layne, 2018). From the realist perspective, conflict in the international system is 

inevitable and war can be avoided only when power relations are stable and support the 

status quo; therefore, the change in the global order introduced by China’s rise is 

generally presented by realist authors as an alteration of the balance-of-power 

relationships, which would in turn increase international tensions. Consequently, to 

preserve international peace and stability, the hegemonic powers (particularly the United 

States) could (and should) oppose the erosion of their privileged role as creators of the 

status quo and executors of global norms. Within the academic debate, then, offensive 

realist authors generally support the position of a “preemptive containment” strategy 

towards China (Mearsheimer, 2010; Allison, 2017; Friedberg, 2005, Labs, 1997; Zakaria, 

1998; Elman, 2004). John Mearsheimer (2001; 2006; 2014), in particular, not only 

advocates for a containment, but considers the rise of China being so alarming that a 

conscious effort of bringing down Chinese power must be undertaken, since “China 
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cannot rise peacefully” (Mearsheimer, 2010, p.381). Within the paradigm of classical 

realism, in fact, rising powers are sources of instability for the status quo because “the 

self-definition of their interests will expand along with their increasing capabilities” 

(Kirshner, 2012, p.54), and, then, a “wealthy China would not be a status quo power but 

an aggressive state determined to achieve regional hegemony” (Mearsheimer, 2001, 

p.401). Analysts of the Taiwan Strait impasse, in particular, tend to support the 

expectations of the power-transition theory, since China is increasingly becoming capable 

of challenging the US-established rules and thus increasing the risk of conflict (Goldstein, 

2007, p.55; Tammen et al., 2000; Efird et al., 2003; Rapkin & Thompson, 2003, 2006; 

Kugler, 2006; Tammen & Kugler, 2006). Other authors, of course, maintain that an 

offensive strategy towards China would be suicidal and have such political ramification 

that the US would find themselves much weaker in relation to China (Christensen, 2006, 

pp.83-85; Art, 2008, p.266). Instead, moderate realists propose to acknowledge Chinese 

power and “seek to find a way to best accommodate it” (Kirshner, 2012, p.66). 

(3) Finally, the third possible outcome is that of coexistence with the status quo: in this 

scenario, China would be on the one hand embracing an intermediate way towards the 

US-led global order, internalizing part of the international standards that make up the 

status quo, and on the other hand requesting the revision of some of those global norms 

and practices that China does not perceive as its priorities or national interests (human 

rights, democracy, self-regulated markets, etc.), while maintaining its own political and 

economic system. In this route, “China seeks a gradual modification of Pax Americana, 

not a direct challenge to it” (Schweller & Pu, 2011, p.53). This intermediate scenario 

would be reflected by the new regional order in East and South East Asia, where smaller 

states (Indonesia, Malaysia, the Philippines, and Singapore) reacted to the rise of China 

by renewing their bilateral defense and security cooperation agreements with the United 

States as a deterrence mechanism and flexible low-intensity counter-power (the so called 

US-led “hub-and-spokes” alliance system set up at the end of WWII) while at the same 

time engaging China and setting up cooperative multilateral institutions involving all 

concerned states (Acharya, 2003, 2007; Buszynski, 2003; Goh, 2007; Ikenberry & 

Mastanduno, 2003; Odgaard, 2001; Ross, 2006a, 2006b; Yahuda, 2005; Roy, 2005). 

Constructivist authors generally highlight the possibility that Chinese participation in 

international institutions will gradually modify Chinese authorities’ strategic culture and 
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their accepted norms of international behavior and, finally, modify their concept of 

national identity (Friedberg, 2005, pp.34-36). Those authors generally consider that, 

through repeated interactions, China can change its beliefs and interests. In fact, while 

some old-fashioned Chinese officials may still hold confidence in ancient methods of the 

use of force and deception traditionally taught in Chinese culture, the “parabellum 

paradigm2” (Johnston, 1993) is already being weakened in younger officials by repeated 

interaction with their foreign counterparts, gradually becoming “sensitive to social 

incentives” and increasingly afraid of “appearing to be the pariah” (Johnston & Ross, 

2005, p. 265). A deep change of norms and beliefs is likely to be a long process, product 

of decades of dialogue and exchange (Berger, 2000), but ultimately China does not seek 

to promote and export a “Chinese model” or a revolutionary version of world order. On 

the contrary, China is a strong defender of the traditional concept of national sovereignty 

and seeks to contain any effort of the US of reinterpreting national sovereignty in a more 

restrictive way. In this sense, as Nathan puts it, “China is more of a status quo power than 

the United States” (Nathan, in Ross & Bekkevold, 2016, p.189). 

The principal indicator of Chinese behavior towards the international order is the extent 

of China’s involvement in the international institutions. The number of institutions that 

China has joined (as well as the role assumed in each of them) generally denotes a 

significant growing interaction with the international community. While during Mao 

Zedong’s era the PRC had ambitions of revolution towards the capitalist system led by 

the US, during the Cold War China evolved its position. After attaining UN recognition 

in 1971, China guided its foreign policy through Mao Zedong’s “Theory of the Three 

Worlds”, according to which the Third World was the real power in the international 

affairs and could oppose the hegemony of the two superpowers. Following this idea, 

China proposed itself as the leader of the emerging countries supporting the so called 

non-aligned movement, which could change the global power configuration promoting a 

multilateral global order and, in particular, demand a "new international economic order". 

This evolution and increased Chinese international activism is reflected by an increasing 

participation in international institutions and especially within the UN system. China's 

                                                

 
2 As in si vis pacem, para bellum (if you want peace, prepare for war). 
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dynamic participation in the UN has in general mirrored the spirit of multilateralism that 

inspires the UN framework and has emphasized the fundamental guarantee of respect for 

national sovereignty of the UN Charter (Chin & Thakur, 2010). Nowadays, China 

“participates in almost all of the major international regimes in which it is eligible to 

participate” (Ross & Bekkevold, 2016, p.171), such as the UN, WTO, WB, IMF, the G-

20, ILO, IAEA, APEC, and many others. Figure 2, below, illustrates the growing 

participation of China in International Institutions. It can be observed how the PRC 

remained in complete isolation during the fifties and the sixties, and how afterwards, in 

only three decades, joined more than fifty international organizations.  

 

Figure 2 - Cumulative PRC Membership in International Organizations 

 

Source: Johnston, 2014, p. 315. 
 

The UN system is central in Chinese socialization in the existing international order, 

being the system through which the PRC can on the one hand better learn international 

norms and standards, and on the other hand work to modify them according to its values 

and interests (Chin & Thakur, 2010, p.128). In fact, the UN is considered to have been 

“the most active global multilateral organization to respond strategically to China’s rise” 

(ibid.), facilitating China’s insertion for the purpose of enhancing multilateral cooperation. 

In particular, the United Nations Development Programme (UNDP) has been the UN 
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agency majorly involved with China, for the purpose of enhancing South-South 

cooperation. Under President Hu Jintao, China become a key donor for the UNDP 

Fiduciary Fund for voluntary contributions for South-South cooperation, backing UN 

efforts to promote dialogue between developing countries; to better disseminate and 

transfer lessons and best practices to the Global South, China and the UNDP also 

established in Beijing the International Poverty Reduction Center in China (IPRCC). 

Likewise, China participates in many smaller institutions, conventions (Chemical 

Weapons Convention, Convention on Rights of Persons with Disabilities, etc.), 

committees and forums (Conference on Disarmament, etc.) and it is a signatory member 

of hundreds of treaties (Comprehensive Test Ban Treaty – CTBT, Nuclear 

Nonproliferation Treaty – NPT, Biological Weapons Convention, Anti-Ballistic Missile 

Treaty – ABMT, etc.) and international agreements (Montreal Protocols, Paris Accord on 

Climate, etc.). As it emerges clearly from Figure 3 below, in coincidence with Deng’s 

“open doors” policy, China started to sign a great number of international treaties. China 

has been thus defined as a “strong joiner”, especially in comparison to the other great 

regional power, India, which “has been far less forthcoming in signing treaties and 

participating in international institutions” (Ross & Bekkevold, 2016, pp. 173). Even 

though China participates in so many organizations, it also decided to refuse to participate 

in some of them, especially those that, from Chinese point of view, violate the principle 

of not interference in the internal affairs of member countries, that are inspired by liberal 

values, or that are perceived as being dominated by US interests. As such, China did not 

sign the Statute of Rome (that established the International Criminal Court, also not 

signed by the US), the Land Mines Convention (also not signed by the US), and the 

Proliferation Security Initiative, among others (Ross & Bekkevold, 2016, pp. 171–172; 

Mazarr, Heath & Cevallos, 2018). 
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Figure 3 - Cumulative PRC accession to international treaties (1949-2003) 

 
Source: Chan (2005), China’s compliance in global affairs, p. 75 

 

Additionally, China has an increasingly important role within regional governance 

institutions; in particular, Chinese participation in the ASEAN+3 (which is a coordination 

mechanism between the ten ASEAN members and China, Japan, South Korea), as well 

as within the Regional Comprehensive Economic Partnership (RCEP) (a regional free 

trade agreement proposed by Beijing) and other regional institutions. Such participation 

has been used by China to promote its interests and ambitions, presenting itself as a 

naturally stronger regional hegemon, as well as to project the image of a power seeking 

peaceful coexistence with his neighbors (Khong, 2014; Ross & Bekkevold, 2016, p. 189). 

In this sense, Chinese behavior in regional affairs is a delicate balance between 

unilateralism and multilateralism, and Chinese participation is sometimes looked after 

and sometimes feared by other Asian countries; such ambivalence is especially reflected 

by its conflictual relationship with India (the other regional rising power with global 

ambitions). While China traditionally restrained from assuming assertive positions within 

international and regional institutions, since Xi Jinping assumed Chinese presidency the 

trend is going towards an expanded leadership role, increasing China’s network of 

associate nations in line with the CCP ambitions to “become a global leader in terms of 

composite national strength and international influence” (Xi, 2017) through ambitious 

proposals such as the Belt and Road Initiative, aimed at further expanding China's global 

influence and connectivity.   
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1.2 Effect of China’s rise on the global economic order as traditionally studied in 

IPE 

In this section I will review the literature on the impact of Chinese rise in the different 

areas of the international (or global) economic order, at the light of three possible 

scenarios identified within previous section (a scenario of socialization and cooptation of 

China within the existing order; a scenario of conflict and revolution towards a new order; 

a hybrid scenario of coexistence between the West and the East and reform and 

adjustment of existing international norms). I will take into consideration the following 

spheres of the international economic order as traditionally studied in International 

Political Economy (IPE)3 (Gilpin, 2001; Cohn, 2016; Broome, 2014): (a) the international 

trade system, (b) the international monetary system, (c) the international financial system, 

and (d) international development. Studies of the rise of China within the IPE generally 

try to give an answer to a very important question: what will be the impact of increased 

Chinese influence on the global economy and on its governance? The effects recognized 

by the literature are, among others: increased volumes of trade and foreign direct 

investment; increasingly multilateral financial policies and increased financial stability; 

more diversification from the US dollar and a greater role for the RMB in the international 

monetary system; more funds available for development and less conditionality. In the 

following paragraphs, I will explore in detail each of them. The results of the analysis 

seem to suggest that China is willing to participate in the existing international economic 

                                                

 
3 IPE is an academic discipline of the social sciences that originates as a subfield of the discipline of 
International Relations. The rise of IPE as a more independent field of study derives from the breakdown 
of disciplinary boundaries between economics and politics: since the end of the Cold War, globalization 
has been the most outstanding phenomenon in the economic and the political order and, undoubtedly, has 
caused the displacement of the previous dominant consideration for military security within the discipline 
of International Relations in favor of economic issues. Nevertheless, those two analytically different foreign 
policy areas (economy and security) are closely linked and in the real world it is difficult to distinguish 
them independently, being the global political and security spheres the fundamental framework for the 
global economic activity, and being the wealth generated by domestic and global economies necessary for 
the development of the global political system. The market is a strong force in the determination of global 
economic and political affairs, but by itself it cannot explain the structure and functioning of global 
economy, that in turn is shaped by both markets and the policies of (powerful) States; States interactions, 
their rivalries and their cooperation create the political framework in which economic forces function 
(Gilpin, 2001, p.22-23). Global political economy, therefore, can be defined as “the interaction of the 
market and such powerful actors as states, multinational firms, and international organizations” (Gilpin, 
2001, pp.17-18). 
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order rather than subvert it, but its level of adherence to international norms and 

institutions has often been double-sided, being limited to those aspects that better fit 

Chinese interests. 

 

a. Effect of China’s rise on the International trade system 

One of the reasons why academics, journalists, and policy-makers are talking about 

“China’s century”, “Awakening Dragon” or “Beijing Consensus” and a general 

rebalancing of power relations, is because of China’s extraordinary economic growth in 

recent decades. Other authors, instead, prefer to talk about a “return to historical norm” 

(Chin & Thakur, p.120); in fact, Chinese economy has remained the largest economy in 

the world in terms of nominal GDP until the end of the nineteenth century, when the 

United States surpassed both the British Empire and the Qing dynasty. The decline of 

Chinese economy started in 1839-1842 with the First Opium War (which put an end to 

the Canton system and to Chinese isolation) and lasted until the market-based economic 

reforms of Deng Xiaoping in 1978. Following Deng’s Reform and Opening Up, China 

experienced an extensive economic growth which led the Asian country to become the 

second economy in the world, representing 15% of global nominal GDP in 2015 (from 

2% in 1980). Several studies project Chinese economy to become the first in the world in 

next decades. China enormous prosperity also offers the Asian country with the 

possibility to considerably influence the global order. Even if economic size is not the 

only factor in play, usually “wealthy states are better equipped to wield market access 

and economic sanctions as tools of influence over others” (Beckley, 2012, p. 56). 

Moreover, the size and strength of Chinese economy push other countries into economic 

agreements that, although generally mutually beneficial, grant significant power of 

influence to Chinese officials. In fact, Qing dynasty’s China was prosperous just due to 

the enormous size of its continental internal market, and its trade policy was largely 

isolationist4; instead, today’s China’s primary source of economic power, and thus global 

influence, is international trade. If we look at trading volume, China has become in recent 

                                                

 
4 As Emperor Qianlong famously asserted: “our land is so wealthy and prosperous that we possess all 
things. Therefore, there is no need to exchange the produce of foreign barbarians for our own” (cited in 
Micklethwait & Wooldridge, 2005, p. 7). 
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decades the world’s first exporting power (see Figure 4 below), reaching the record value 

of 2.4 trillion US dollars in exports of goods and services, as well as being the second 

importer after the United States, with a total of 2.2 trillion USD in imports (WDI, 2019). 

 

Figure 4 - Comparative exports of goods and services (1960-2017) 

 
Source: compiled by the author based on data from World Bank, World Development 
Indicators (2019). 
 

Chinese growing imports are also particularly important because of their influence over 

commodity markets, to the point that the 2014 slowdown of Chinese economy’s grow 

rate was matched by a corresponding decrease of global commodity prices (China Power, 

2018). As a matter of fact, China is the largest coal and liquid gas importer and in 2017 

it surpassed the US as the first crude oil importer as well.  

Trade (imports and exports) and foreign direct investment (inbound and outbound) 

represent together the greatest components of a nation’s foreign transactions, and thus are 

major indicators of the level of engagement and the level of Chinese economic influence 

over the global order. It is important to underline that China’s economic power is chiefly 

given by commerce, while it is still lagging behind other economic powers concerning 

outbound foreign direct investment (OFDI), (see figure 5 below), which indicates a 

potential weakness (China Power, 2018). Such gap is mainly due to capital restrictions 
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on most types of foreign investment, so that the only enterprises allowed to invest abroad 

were large state-owned companies, and most flows were directed on the acquisition of 

natural resources (especially in Latin America and the Caribbean) and the acquisition of 

foreign companies. 

Nevertheless, in the last few years China’s yearly OFDI has increased considerably, and 

China become the second largest global investor (although still relatively lower than the 

United States). On the contrary, inbound FDI flows have traditionally been very important 

for China’s industrial manufacturing development, which in turn expanded its levels of 

trade exports.  

 

Figure 5 - Comparative Outbound Foreign Direct Investment Flows (1970-2017) 

 
Source: compiled by the author based on data from World Bank, World Development 

Indicators (2019). 

 

Annual Chinese FDI into LAC was only valued at less than $5 billion prior to 2010, when 

it had a substantial increase to $25.3 billion. In the 2010-2017 period, Chinese investment 

outflows to the region have totaled $72.5 billion (China Power, 2018). While lagging 

behind the United States and EU in terms FDI (together, they accounted for more than 65 

percent of total inflows in 2017 according to the CELAC), China is the leader in mergers 

and acquisitions in region, with deals totaling $18 billion (42 percent of the total). 
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China’s level of engagement with the global community in the economic order is thus 

very deep: China has been defined as “a vigorous joiner of virtually any and all global 

and regional institutions” (Ross & Bekkevold, 2016, p.214), since it is a member of a 

great number of global economic institutions that range from the United Nations to the 

G20, from the Bretton Woods Institutions (World Bank and the IMF) to the high number 

of trade treaties it signed (see Figure 6 below). As it can be noted, China decided to assign 

greater importance to agreements in the service sector after the 1997 Asian Financial 

crisis, and especially after the 2001 WTO accession. The Asian Financial Crisis also 

sparked Chinese participation in East-Asian regional financial integration within the 

mentioned ASEAN plus 3 and the Chiang Mai Initiative Multilateralization (CMIM), an 

initiative was designed to protect the East Asian region against monetary crises through 

the creation of currency reserves and currency-swap agreements. 

 

Figure 6 - Cumulative number of PRC trade agreements (1970-2015) 

 

Source: UNCTAD, WTO, The Economist 
 

Trade agreements are a good example of Chinese efforts (or lack of thereof) to comply to 

signed international agreements. In particular, since Chinese WTO accession in 2001 

marks a turning point in Chinese behavior towards the international order, Chinese 

compliance with WTO obligations has been an especial focus of attention. In particular, 
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WTO membership implied a series of domestic reforms in order to reduce anticompetitive 

polices and restrictions on free trade. The assessment shows a contradictory pattern with 

some legitimate efforts and many doubts about the willingness to abide to international 

rules, being the greatest areas of apprehension cyber espionage, the protection of trade 

secrets and intellectual property. Especially, despite promises to the US government, 

China still commonly requires foreign corporations and investors to transfer technology 

as a condition for market access; furthermore, with President Xi, China embraced again 

a less than liberal form of developmental state, giving Chinese companies unfair 

competitive trade advantages that violate the spirit of WTO framework. Nevertheless, 

apart from these contradictions, the Office of the U.S. Trade Representative considers 

that China is compliant in most areas. Furthermore, China is nowadays a full and active 

participant within WTO’s mechanisms of dispute resolution and, in eight out of nine cases 

as of 2013, complied with WTO Dispute Settlement Rulings (Zhang & Li, 2014, p. 146). 

To summarize, in the sphere of Global Trade and foreign direct investment there is a very 

high level of engagement of China, clearly because the Asian power perceives an 

expansion of its economy and trade as a core interest. For that reason, China highly 

participates within the institutions of global trade governance (active membership in 

WTO, FMI, etc.) and in most cases is compliant with WTO rulings, having initiated large 

scale domestic reforms that still are not completed. Concerns come from the low level of 

respect of intellectual property, and also from the restricted access to domestic financial 

markets for foreign banks and investors, but the experts are generally positive regarding 

the future outlook of Chinese integration in the global economy. Ultimately, in the global 

trade sphere, cooptation of China in the international order to become a status quo power 

seems to be the most likely scenario. 

 

b. China’s rise and its effect on the International Monetary System 

Since the end of the Cold War, together with the process of globalization, we assisted to 

a process of greater financial integration; nevertheless, financial integration and the 

access to international capital have been often undermined by the high instability, as the 

recurrent financial crises have shown. In this process, part of the cause of the instability 

can be placed on the international monetary system. 
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After WWII, the Bretton Woods agreement of 1944 gave birth to an international 

monetary system that adopted the US dollar as an international currency, under the 

condition that the Federal Reserve maintained the convertibility in gold of the US dollar, 

while all countries agreed to maintain a fixed exchange rate with the dollar (Cohn, 2014, 

p.144). The collapse of the Bretton Woods system in the early 1970s eliminated a 

monetary order that had been crucial to ensure monetary stability since the postwar period. 

As a consequence, the currencies were left without tangible guarantees that would support 

their "true" value in gold, and the US dollar assumed the role of “nominal anchor” without 

any commodity to back its value. The end of the convertibility of the dollar in gold (a 

move known as the “Nixon shock”) caused a period of great exchange rate volatility, 

which affected developing countries in large measure, since most of them maintained 

fixed exchange rates and had many macroeconomic vulnerabilities (such as chronic 

inflation, large external imbalances, etc.) (Cohn, 2014, pp.148-151). Many Asian 

countries tried to keep their dollar pegs while continuing to borrow extensively in dollars, 

which produced the 1997 Asian crisis as well as crisis in other regions (such as Latin 

America and Russia), facing events such as the impossibility of issuing debt in local 

currency and the abrupt depreciation which led to high external debt ratios.  

After the 1997 financial crisis, emerging Asian countries (especially China) have arisen 

as important players in the international sphere, developing under a growth model based 

on exports and having consistently recorded surpluses in its current account balances. To 

protect themselves from the repeating of the 1997 events, emerging economies began 

accumulating large stocks of international reserves as a buffer against speculative attacks 

and, thanks to the use of the so called “managed floats” 5, to facilitate their pegs to the 

dollar (using a fixed or quasi-fixed exchange rate with the dollar) and low volatility within 

the international monetary system. 

Since some authors identified in this mechanisms many similarities to the Bretton Woods 

agreement, this type international monetary model has come to be called Bretton Woods 

                                                

 
5 With this mechanism, the value and exchange rate of a currency is determined in the currency market, but 
the government may intervene; for example, if the supply of the currency is excessive, pushing the value 
down, the government can limit the supply and therefore increase the demand and the value. Similarly, if 
the exchange rate goes too high in the other direction, currency reserves can be released to increase the 
supply. 
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II (Doodley, Folkerts-Landau & Garber, 2003, 2005, 2009). Operating under this model, 

China has become the world's largest creditor, which is reflected in increasing current 

account surpluses, massive exports and accumulation of savings. On the other hand, the 

United States has become the largest debtor in the world, accumulating a large current 

account deficit, especially with China, but also with Europe and Japan. Under Bretton 

Woods II, thus, the US accepted the existence of a fixed (but undervalued) RMB, in 

exchange for China financing its fiscal deficit and its current account deficit. Other Asian 

countries, after the brief experience with floating exchange rates after 1997 crisis, have 

opted for a managed float of their currency.  

According to Doodley, Folkerts-Landau & Garber (2005), current Asian growth model 

would naturally result in a high surplus in the balance of payments, given that it favors 

the trade surplus (via exports) as well as strong capital inflows: all together, this model 

finally leads to a reserve accumulation strategy (see Figure 7 below), also described as 

Chinese “savings glut” (Belke & Gros, 2010). As a matter of fact, the passing of the 2 

trillion dollar mark in accumulated foreign exchange reserves by China in 2010, the 3 

trillion mark in 2012 and the approaching of the 4 trillion mark 2014, was interpreted by 

some authors as the greatest challenge to the current international monetary system built 

around the US dollar (Marcos & Urionabarrenetxea, 2018).   

 

Figure 7 - Chinese foreign exchange reserves (1980-2019) 
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Another consequence is that such huge volume of reserves is invested back in a high 

proportion of US assets, for two reasons: on the one hand, Asian countries channel their 

funds to more developed and safer financial markets; on the other hand, Asian growth 

model Asian depends on the existence of a pool of consumers abroad, and the US (given 

its low savings rate) needs external financing to continue consuming. Thus, from the point 

of view of the United States, there is an obvious advantage in finding a stable and cheap 

source of financing that allows to maintain the level of consumption. In short, the mutual 

interest of both parties explains the monetary stability achieved during the last decade 

without the support of a specific institutional framework. The evolution of the monetary 

system summarized above is displayed synoptically in Table 1 below. 
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Table 1 - Evolution of the international monetary system (1880-today) 

Period Monetary 
System 

Key 
Challenges Assessment Causes of the Transition 

to the Next Period 

1999- 
today 

No-System 
(Bretton 

Woods II) 

Global 
Imbalances 

Some emerging economies 
(particularly China) peg their 
exchange rates to the USD. 
Expansionary domestic policies 
in the U.S. (or saving gluts in 
Asia) provoke large current 
account deficits in the U.S. 

Protectionism? Financial 
shock? Asian Monetary 
Union? Euro as 
International Money? 

1985- 
1998 

No-System 
(Currency 

Crises) 

Crises in 
Emerging 
Economies 

Emerging economies in Latin 
America and East Asia suffer 
currency crises due to the 
combination of fixed exchange 
rates and expansionary domestic 
policies and/or Original Sin (debt 
denominated in USD) 

Emerging countries switch  
to floating regimes or begin 
to cumulate dollar reserves 
as a buffer against future 
shocks 

1973- 
1984 

No-System 
(Floating- 

rate  Dollar 
Standard) 

Inflation 

Unsuccessful attempts to combine 
independent domestic policies 
(monetary and fiscal) with a 
managed float of the exchange 
rate. 

De-facto decoupling of 
interest rates between the 
Euro zone and Europe (free 
floating). 

1950- 
1970 

Bretton 
Woods 

Price 
Stability 

Fixed peg to the dollar (nominally 
pegged to the gold) that provided 
price stability. Monetary policy 
could be independent as long as 
there existed capital controls. 

Excessive profligacy by the 
U.S. to support their 
military and social 
programs conflicted with 
periphery countries anti- 
inflationary efforts. 

1918- 
1939 

Interwar 
Instability 

Price 
Stability 

Early attempts to reinstitute the 
Gold Standard that failed with the 
Great Depression and concluded 
in Beggar-thy- Neighbor policies. 

Conflict between 
expansionary policies 
against the depression and 
deflationary policies to keep 
parity 

1880- 
1939 

Gold 
Standard 

Price 
Stability 

Fixed peg to the gold that 
provided price stability but not 
independent monetary policy 

World War I. The 
expansion of the democratic 
franchise, which made more 
difficult for governments to 
rector to deflationary 
policies to keep exchange 
rate parity 

Source: Adapted from Escrivá et al., 2008, p.9. 
 

Critics of the “Bretton Woods II paradigm” (Roubini, 2007; McKinnon, 2006) prefer to 

address the current system with the term “global imbalances”, which is defined as “the 

reality of a major current account deficit in the U.S. and simultaneously (which does not 

mean necessarily consequence of) large surpluses in Asian and oil producing countries” 

(Escrivá et al., 2008, p.2). Critics of the paradigm stress the feeble sustainability of the 

current model due to the accumulation of “global imbalances” caused by the actions of 

the US and China, which require Asian countries to continue buying dollar-denominated 
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assets. As Castillo & García (2010) put it, “Bretton Woods II is perceived to be close to 

the collapse” (p.63). According to those authors, a serious threat to the survival of the 

current order would be trade protectionism. In fact, in the last decades, the US has been 

trying to face the inflexibility of the current account balance by adopting several measures. 

For example, in 2005 the US started imposing tariffs on Chinese imports tied to the 

appreciation rate of the renminbi, which in turn caused the Chinese currency began to 

appreciate moderately against the dollar, both in nominal and real terms.  

After the recent 2008 crisis, the pressures for the renminbi to continue depreciating have 

reappeared, again with the threat of adopting protectionist measures if this does not 

happen. President Donald Trump also adopted a hard line on trade with China, 

withdrawing from the Trans-Pacific Partnership trade pact (TPP) and imposing three 

rounds of tariffs (totaling $250bn worth of goods) on Chinese products in 2018, a move 

that has been defined by Chinese Ministry of Commerce as the "largest trade war in 

economic history" (The US-China Trade War, 2019). At the Asia-Pacific Economic 

Cooperation (APEC) summit held in Lima in 2016, President Xi Jinping took on the 

opportunity to present himself as a champion of free trade against the protectionist 

attitudes of the current US president (Nolte, 2018, p.2). Coming to Latin America, the 

beginning of the century saw a significant and constant appreciation of Latin American 

currencies towards the RMB, due to the increased trade volume and to the rising price of 

commodities. Maintaining an undervalued yuan can cause imbalances and give and extra 

advantage to Chinese exports, which led Brazil, for example, to support Washington’s 

petitions for a revaluation of the RMB (Li, 2011, p.18). 

Coming to the governance of the international financial system, it is important to highlight 

China is a latecomer, since Chinese external trade and investment was strictly controlled 

in the pre-Deng Xiaoping era; it was only starting in the 1980s that China gradually 

entered the existing international financial structure and become an increasingly 

important player and a progressively dynamic member of the governance of international 

monetary policies; in doing so, China received the assistance of the IMF and other 

international financial institutions (IFIs).  Before the financial crisis of 2008, China 

already participated in IMF programs (accessing to the up-to-date international standards 

of financial governance); nevertheless, after the crisis, Chinese importance in managing 

the global monetary governance (and the importance of mutual collaboration between the 
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Chinese and the IFIs) became evident. In recent years, Chinese rise in monetary influence 

generated considerable amounts of speculation about the future of global monetary 

system. In 2016, Chinese yuan (RMB) joined the Special Drawing Right (SDR) basket 

of the IMF, becoming its fifth currency (together with the US dollar, euro, Japanese yen 

and British pound) and the first currency from a developing economy, thus marking a 

milestone in the Asian giant's campaign for recognition as a power within the global 

monetary system. As a consequence of being part of the SDR the renminbi become one 

of the currencies that countries can receive as part of the IMF’s credits (Chinese RMB 

represents 10.92% of the currency basket, being the third reserve currency after the US 

dollar and Euro). The inclusion in the SDR basket represents a fundamental step for the 

internationalization of the Chinese yuan, to the extent that central banks added assets in 

yuan to their official reserves. Figure 8 below shows that in the third quarter of 2018 

Chinese RMB represented the sixth most important currency held as foreign reserve by 

the central banks of IMF countries (in a larger degree than, for example, the Swiss franc).  

 

Figure 8 - Aggregate currency composition of official foreign exchange reserves 
(2018, Q3) 

 
 

Critics of the addition of the yuan in the basket of SDR argued that the RMB does not 

have a sufficiently extended use in the financial markets. In fact, as the COFER data show, 
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the global quota of reserves in dollars has remained very high, and for the moment the 

dominance of the dollar is indisputable. In the long term, we may expect that China's rise 

as a world economic power could increase the renminbi's international status, perhaps 

becoming the third pillar of the international financial system after the US dollar and the 

euro. The lack of full convertibility of the Chinese yuan is obviously one of its principal 

limitations for an even faster progress towards international adoption, together with the 

necessity of eliminating restrictions in entrance and exit, and increased transparency in 

the debt market. Today, the renminbi is only convertible on current accounts (e.g. 

freedom to buy foreign goods and services, tourism, study abroad, etc.) but restrictions 

remain capital accounts (e.g. the purchase of assets abroad at market-determined 

exchange rates). Chinese central bank, the People’s Bank of China, promised a full 

liberalization of Chinese capital account since the decade of the 1990s, subsequently 

moving the target to 2020, with some critics claiming that it is impossible to achieve that 

objective before 2030 (Woods, 2017). The problem is that, with full convertibility, a lot 

of Chinese capital would flee the domestic banking sector relocating offshore, due to the 

questionable quality of the domestic assets and for the purpose of diversification and 

improved returns; ultimately, the type of uncertainty associated with full currency 

convertibility would undermine China’s existing growth model and its political and social 

stability. For this reasons, Chinese government prefers a step-by-step approach, which 

can reducing financial sector volatility and at the same time ensure continuity. In fact, 

capital controls have been recently tightened, rather than loosened. In this sense, China’s 

approach to the internationalization of its currency represents a uniqueness in the world’s 

economic history, being the RMB internationalized before becoming convertible, which 

represents a limit to foreign investment. For instance, it could explain why Chinese stock 

market still represent less than 10% of global equity capitalization (Woods, 2017). 

Another prospect, slightly less ambitious, is the RMB becoming the reference currency 

of Asia. The consolidation of a monetary union is a very unlikely output, due to the 

obvious social and political implications. On the purely economic side, the literature is 

debating on the closeness of the Asian region to be an “optimal currency zone” with the 

absence of asymmetric shocks, which is considered by economic literature (Mundell, 

1961) to be a prerequisite of any monetary union and depends on the regional exposure 

to asymmetric economic shocks, on the regional economic flexibility (measured in terms 
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of the mobility of the factors of production, work and capital), and on trade integration. 

Overall, Asia is characterized by the existence of a great economic and productive 

differentiation: it is thus necessary a high degree of financial and commercial integration 

in order to reduce the negative impact of asymmetric shocks. While in recent decades the 

region achieved increased commercial integration, financial integration is not sufficient 

to resolve the large differences in economic structures.  

Nevertheless, the efforts for a greater monetary cooperation in Asia are already two 

decades old, from the moment when the  disastrous impact of 1997 crisis (and the inability 

of the IMF to offer an effective and timely solution) revitalized the desire of Asian 

governments to design regional mechanisms of monetary cooperation. The principal 

forum for the coordination and supervision of macroeconomic, sectoral and social 

policies is the ASEAN (1998); the 2000 Chiang Mai initiative (multilateral currency swap 

agreement between ASEAN members, with deposit of underlying funds), which offers 

an institutional framework to advance the financial architecture of the region, to improve 

the functioning of financial markets regional governments (for example through greater 

transparency). The Asian Bonds Fund is another collective effort for the promotion and 

deepening of fixed income markets in the region, especially in local currency.  

A more subtle question regarding monetary policy cooperation in East Asia involves the 

choice of the reference currency, for which there are two clear and convincing candidates: 

the Japanese yen and the Chinese renminbi. The yen has a clear advantage for these 

purposes due to the degree of economic and financial development reached by Japan, and 

the strong and ancient bonds of this country with the rest of the region (in terms of trade, 

foreign direct investment, as well as political influence). China’s status as an alternative 

candidate is mostly due to the extraordinary economic growth in the last two decades 

(when Japan experienced a very low growth), which is converting the PRC in the growth 

engine of the region. According to some authors, nevertheless, more international 

influence will only come for China at the cost of a decreased internal stability (Shirono, 

2009). 

In conclusion, together with its rise in the trade system, China also had an increasing 

engagement with the international monetary system, being the country with the highest 

foreign reserves and reaching the status of the world’s largest creditor. China’s 

participation in the monetary system can be considered to be high, especially after its 
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active role to limit the effects of the 2008 financial crisis. The RMB has subsequently 

joined the SDR basket of the IMF; nevertheless, the Chinese yuan is still not very 

internationalized and used abroad, due to its not yet full convertibility. The US Dollar 

also prevails in Latin America (as exemplified by Brazilian exports, over 94% of which 

in 2011 were denominated in USD) (Reiss, 2014). Still far from being the global reference 

currency, the RMB may become increasingly a reference currency in East Asia, where 

China participates in various multilateral initiatives (such as the Chiang Mai initiative). 

 

c. China’s rise and its effect on the International Financial System 

Along its policy of opening up to global trade, China also opened up its financial markets 

and intensified its participation in global financial diplomacy. China became a member 

of the major international multilateral financial institutions, starting in 1980 with the WB 

and the IMF, in 1986 with the Asian Development Bank (ADB), in 1996 with the Bank 

for International Settlements (BIS), and finally the WTO in 2001. China become a 

member of the G20 (a group of the most important industrialized nations, which includes 

emerging countries) and the International Working Group of Sovereign Wealth Funds. 

Among the bilateral agreements in the financial market policy sector, the PRC became a 

partner in important bilateral financial initiatives such as the EU-China Macroeconomic 

and Financial Markets Regulatory Dialogue (FMRD) in 2005 and the U.S.-China 

Strategic Economic Dialogue (SED) in 2006. EU-China Dialogue, with its emphasis on 

strategic regulatory ventures exploring long-term strategic economic subjects (including 

exchange and saving rates, efficient innovative service sectors, and consultations on a 

bilateral investment agreement), “is a key driver for regulatory convergence” (Hansakul, 

Dyck & Kern, 2009, p.26). Although Chinese financial markets access is still clearly more 

limited than other advanced economies, and there are still only a few very regulated ways 

to enter the domestic market subject to licensing by the supervisory authorities, as a result 

of such dialogue the conditions for access for foreign banks and financial investors have 

improved steadily. Market access is an especially significant matter for Chinese 

authorities, given the quantity of foreign investment projects, and promise further 

improvements regarding policy openness and uniformity.  

China is nowadays a member of the three of the most important financial governance 

bodies: the Financial Stability Board (an organism responsible for monitoring and 
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maintaining the stability and the transparency of the international financial system, 

established in 2009 after a G20 summit), the Basel Committee on Bank Supervision (a 

committee of banking supervisory authorities that was established in 1974 with the 

objective of improving the global quality of banking supervision) and the Committee on 

the Global Financial System (a committee that monitors the stability of global financial 

markets and its monitory policy implications for central bank governors) of the Bank for 

International Settlements (an international financial institution owned by central banks 

with the objective of fostering monetary and financial cooperation). 

Chinese contribution to fight the effects of the 2008 global financial crisis gave to the 

Asian country an enhanced status within the international financial community, being 

recognized as a very important global financial power with the 2010 reform package 

agreed to at the Seoul G20 summit, which increased China’s voting share within the IMF 

and the WTO. 

Nevertheless, China still identifies as an emerging country and, within G20 and BRICS 

meetings, has repeatedly expressed its dissatisfaction with the existing international 

financial institutions. China and other emerging powers are seeking a reform of the 

international financial governance regime exposed by the 2008 financial crises, criticizing 

existing institutions (led by developed western countries) for three main reasons: (1) the 

systemic underrepresentation of emerging countries; (2) weakness of financial 

regulations (suffering from a US dollar-dominated monetary system); and (3) the 

insufficiency of development financing (He, 2016, p.2). Following such dissatisfaction, 

the extraordinary challenges faced during the crisis (such as the economic slowdown due 

to reduced investment and exports, economic and financial instability, pressure for 

restructuring of domestic economies), as well as the delay in the implementation of the 

reform package, China and the other BRICS countries sought alternative measures to 

sustain their economic growth. In fact, with the intention of supplementing existing 

multilateral financial institutions and addressing their aforementioned three main 

concerns, they agreed in 2014 to establish the New Development Bank (NDB, a 

multilateral development bank with the objective to promote projects in BRICS countries 

headquartered in Shanghai) and the Contingent Reserve Arrangement (CRA, a 

framework for the provision of liquidity to any BRICS country facing short-term balance 

of payments pressures); NDB and CRA, in which China is the largest contributor, 
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constitute the two most evident expressions of BRICS cooperation to date. Furthermore, 

China (outside the BRICS framework) sought to address the main concerns facing 

developing economies through the creation in 2013 of the Asian Infrastructure Investment 

Bank (AIIB), which is the first occurrence of China creating and maintaining a 

multilateral development bank, with the objective of supporting the creation of new 

infrastructure in the Asia-Pacific region. Most importantly, through the AIIB, China is 

providing an institutional and financial foundation to Xi Jinping’s greatest development 

scheme, the One Belt One Road Initiative, with the objective to connect and incorporate 

in Chinese economic zone all economies from Asia and Europe, with an extension of the 

project that includes Latin America announced during 2018 China-CELAC meeting. 

Within AIIB and the NDB, China is promoting a new type of financial governance and 

policy making. The decision making process is predominantly based on consensus 

reaching and majority voting; while China maintains the veto power within the AIIB 

procedures, it promised to always prefer consensus based decisions. According to some 

authors (Pang, 2014; He, 2016), Chinese acceptance of a model of governance and 

decision making based on equal power (and thus a self-imposed constraint of its own 

influence), specifically suggests a strong “political willingness to push South-South 

economic cooperation” (He, 2016, p.8). 

Due to its enormous amounts of savings, China has become one of the largest 

international investors. Three types of outbound international investment by China can 

be recognized: the first one is investment by official development agencies (that is the 

main focus of this thesis and will be discussed in the “international development” section), 

the second is outward FDI (discussed above) and the third is portfolio investment (Jin, Li, 

& Wu, 2016). Portfolio investment is an increasingly relevant form of international 

investment and it is composed by investment aimed at buying foreign financial assets 

(such as transactions in equity securities and debt securities, purchasing in foreign stock 

and bond markets) (Word Bank, 2019). As figure 9 below illustrates, governmental 

reserve assets have been the chief form of Chinese international investment, while 

Chinese investment funds preferred to invest domestically rather than in foreign financial 

markets.  

 



34 

 

 

Figure 9 - Foreign Asset Holding: China compared to the U.S. 

 
Source: Jin, Li, & Wu, 2016 

 

Even though Chinese government still holds more than 60% of reserves (mostly in US 

treasury bonds), as Chinese economy continues to develop and as the RMB adopts an 

increasingly important role in the international monetary system (which will minimize 

Chinese government’s need of accumulating foreign reserves to prevent external shocks), 

China’s international investment composition is bound to change: asset management 

companies will increasingly diversify their portfolio abroad, buying American and 

European financial products and allocate more budget to financially sound foreign stocks 

(Apple, Amazon, etc.), with official reserve in foreign assets gradually decreasing and 

private Chinese investors reserves gradually increasing. Finally, Chinese international 

investment position structure is expected to gradually converge with the structure of US 

position (Jin, Li, & Wu, 2016). 

In summary, China’s level of engagement with International financial system is quite 

high, especially, as mentioned above, after 2008 crisis which resulted in increased voting 

power in IMF and WB. Nevertheless, China also creates its own multilateral financial 

institutions when necessary to its own financial and development needs (that is the case 

of the AIIB). Its degree of compliance with the established norms of the international 

financial system is still to be improved, since China restricts access to its domestic 

financial markets; furthermore, Chinese rhetoric, together with the other BRICS countries, 
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is a rhetoric of criticism of existing financial institutions, accused of not being democratic 

enough and not capable to guarantee sufficient stability to the system.  

 
d. The effect of China’s rise on the International Development System 

In the post-Cold War era, the sharp increase in development cooperation spending of 

China and other emerging donors has been defined as a "silent revolution" (Woods, 2008) 

for the international development cooperation system; the "international" development 

community (dominated by the West) "can no longer neglect the large number of 

(re-)emerging donors and development partners" (Mawdsley, 2012, p.2). In fact, China 

does not participate in existing global structures (such as the OECD Creditors' Reporting 

System and the International Aid Transparency Initiative) and has other ways of 

supporting partner countries, often referred to as South-South Cooperation activities, 

which go beyond the Official Development Assistance (ODA) grants and soft loans. By 

using its foreign aid and business relations strategically, China has been able to increase 

its influence in global affairs, to promote its interests in developing regions such as Africa, 

South Asia and Latin America. In fact, Chinese assistance has risen sharply, both in terms 

of the number of recipient countries and the amount of aid delivered. However, the 

Chinese government refuses to publish complete information on its annual allocations of 

bilateral aid and we have to rely on estimates. According to AidData estimates (2018), 

since the financial crisis of 2008 China has been allocating sums that vary from more than 

5 to more than 15 US billion dollars a year to its foreign aid, that is considering only sums 

that can be assimilated to the OECD DAC definition that is used by traditional donors.6 

China, being a non-DAC donor, does not use the OECD-DAC definitions of aid. OECD 

definitions and categories (as well as reporting procedures) also separate official 

development assistance (ODA) flows from other official flows (OOF), which are also 

financial flows (such as loans or export credits) provided by national government 

agencies but are not considered ODA because they do not meet some of the ODA 

                                                

 
6 The OECD official definition of ODA includes all financial flows that: (i) are provided by official national 
agencies to developing countries (as listed in the list of OECD ODA recipient countries) and multilateral 
institutions; (ii) are primarily intended for the promotion of economic development and welfare in the 
recipient countries; and (iii) are concessional in nature (which means, in terms of the OECD, that they are 
financial flows that have a donation element of at least 25 percent). 
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specifications. For example, they are not intended primarily for development (inter alia, 

anti-terrorist cooperation), they do not have a sufficient concessional element (their 

subsidy element being less than 25%), or they are provided to a country that is not on the 

list of recipients of ODA (such as the case of aid to Israel, Singapore, etc.). According to 

Aiddata (2018) China allocates sums that vary from more 20 to more 50 US billion dollars 

a year to official financial assistance that does not meet the OECD criteria for ODA. As 

we can see from Figure 10 below, Other Official Flows constitute the majority of Chinese 

financial assistance to developing countries. 

 

Figure 10 - Chinese Official Financial Flows (Official Development Aid and Other 
Official Flows), 2000-2014 

 
Compiled by the author based on data from AidData (2018) 

 

The vast majority of OOF flows are loans (up to 50 billion US dollars in 2009, as 

illustrated by Figure 11 below) followed by export credits (up to 10 billion US dollars) 

which, as defined by the OECD (2018), is an "insurance, guarantee or financing 

agreement that allows a foreign buyer of exported goods and/or services to defer the 

payment during a period of time". According to the Financial Times estimates, China 

overtook the World Bank as the world's largest provider of foreign loans to developing 

countries through its Development Bank of China and the Export and Import Bank of 

China, for an amount of at least 110 billion in 2009 and 2010.  
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Figure 11 - Chinese Other Official Flows (2000-2014) 

 
Compiled by the author based on data from AidData (2017) 

 

The fifteen countries that received more loans by China are listed in Figure 12 below. 

Venezuela is the country that has received the most loans from the People's Republic of 

China in the 2000-2014 period, totaling almost 60 billion US. In recent years, Chinese 

official finance to Venezuela and other emerging countries has included an innovative 

type of loan package (not invented by China but implemented at big scale by the Asian 

country), denominated “commodity-backed loan”; those are loans which combine a loan 

agreement and a crude oil sale agreement between State-owned banks and State-owned 

oil companies. That is the case, for example, of loans to Latin-American fuel-exporting 

countries (such as Venezuela, Ecuador or Brazil). China is lending great amounts of 

money to oil-producing countries, and, in exchange, state-owned companies (such as 

PDVSA, Petroecuador and Petrobras) promise to send a fixed number of barrels of oil to 

China, until the loan is payed back. The Chinese state-owned energy enterprise (Sinopec) 

buys that oil at market price, and gives the money to the Chinese Development Bank, 

which directly discounts from it the repayment of the loan and sends the remaining sum 

to the emerging country’s company. Commodity backed loans provide great benefits for 

China, since they guarantee long-term diversified of supply of oil for Chinese energy 
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needs, give a productive use to the big amounts of foreign currency owned by Chinese 

banks, lower the risk of non-repayment from unstable countries, and favor the 

construction of international alliances with other developing countries, thus combining 

economic, financial and political objectives (Gallagher, Irwin & Koleski, 2012). 

 

Figure 12 - Top 15 recipients of Chinese loans (2000-2014) 

 
Source: Compiled by the author based on data from AidData (2017) 

 

Coming to China’s compliance with the established norms in the development sector, the 

Asian country openly does not abide to the leading principle of Western development aid 

that is the principle of political conditionality, that subordinates the disbursement of 

foreign aid to conditions such as good practices on "good governance", democracy and/or 

respect for human rights. On the contrary, China prides itself that its aid is unconditional, 

not linked to conditions normally imposed by Western donors, and that it respects the 

principle of non-interference in domestic affairs, as well as respect for national 

sovereignty of recipient countries (Davies, 2007; Brautigam, 2008; Dreher & Fuchs, 

2012). In addition, Chinese financial assistance usually becomes readily available, 

without much bureaucracy (Davies, 2007). China therefore constitutes a good alternative 

to the donors of the OECD's Development Assistance Committee (DAC-CAD), with their 

very detailed bureaucratic procedures and conditionality policies. This is perceived as 
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problematic by some authors, because providing unconditional aid to countries rich in 

natural resources can increase the risk of political disruption and corruption (Sanderson, 

2013; Ellis, 2009; Brautigam, 2009; Isaksson & Kotsadam, 2018). At the same time, 

China's development aid is criticized for being driven by domestic economic and political 

interests, to a greater extent than development assistance from traditional DAC donors. 

In fact, the Chinese Ministry of Commerce emphasizes the idea of “mutual benefit”, in 

order to develop national economies of recipient countries and to promote economic 

growth both in China and those countries (Ministry of Commerce, 1985, p.413). 

Nevertheless, some argued that China tends to focus instead on recipients with fairly bad 

governance (Halper, 2010), providing assistance to unstable problematic regions and 

“delinquent states” (Pehnelt, 2007, p.8). In fact, China gives considerable amounts of aid 

to fragile states (Kaplinsky et al, 2007; Bermeo, 2011). It has been also argued that the 

absence of any conditionality of Chinese aid could weaken democracy, governance and 

human rights, limit development, weaken social and environmental standards, and 

increase corruption (Davies 2007). Finally, Chinese aid has been criticized for being 

instrumental to the “One China policy”, since China appears to be rewarding with foreign 

aid countries that do not recognize Taiwan as a separate country (Taylor, 1998; Brautigam, 

2008; Rich, 2009).  

 

The DAC and the cooptation of China within the development assistance status quo - 

When at the beginning of this century China began to increase its foreign aid, the rest of 

the international development cooperation community expected that the PRC would 

gradually adopt  the philosophy and best practices of the OECD Development Assistance 

Committee (DAC), the club of the most important donors and the architect of the 

international cooperation agenda in the post-war international system. On the contrary, 

as a result of China’s emergence, members of the DAC are questioning their own 

formulas and narratives, potentially leading to the erosion of the dominant cooperation 

paradigm.   

Proposed by the United States in 1959, the DAC originated from the Development 

Assistance Group (DAG), a committee that would be integrated to the OECD in 1961 as 

the main mechanism to coordinate aid, as a tool of containing the economic rise of the 

Sino-Soviet bloc which was gradually attracting countries from the third world. The DAG 
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would serve as a “burden sharing” mechanism, directed at distributing the costs of the 

international help among the allies. Together with its political objectives, the DAG 

assumed a technical agenda as well, aimed at distilling “good practices” in the field of 

development aid: to distribute the burden of aid it was necessary to define what aid for 

development was and to map what donors were already doing. At first, the DAG adopted 

the UN list of developing countries as receptors of aid, excluding developing countries 

from the communist bloc. Only in 1980, as China’s relations with the URSS deteriorated, 

China (previously a recipient of Soviet aid) was added to the list of recipient countries. 

After the end of the Cold War, the OECD adopted the World Bank classification of 

developing countries (based on GDP per capita). The DAC contributed to build the post-

Cold War aid paradigm, that essentially divides the world in a developed North with the 

responsibility to provide assistance, and the developing South, that has a right to 

development. Official Development Aid from DAC members incarnates, than, an 

altruistic vision of foreign aid (even though, in practice, DAC countries not necessarily 

stick to it). In this logic, when a country crosses the required threshold of GDP per capita, 

it “graduates” from the list of developing countries, and it would be ready to stop 

receiving aid and adopt the new role of donor, eventually joining the DAC. This was the 

path followed by country such as Greece, Portugal, Spain and later South Korea and 

Iceland (Bracho, 2015, p.12-13). Furthermore, the OECD engaged in dialogue and 

promoted its standards with non-members. The DAC was born with eight members and 

today it has thirty: through the years, the DAC has managed to coopt developed countries 

that were initially nonmembers (Sweden, Norway, Switzerland, Austria, Australia, New 

Zealand) and countries that were once donors of the Sino-Soviet bloc (Czech Republic, 

Slovakia, Poland, Hungary).  This agency has also cooperated with considerable success 

with the group of Arab donors that emerged in the seventies as a consequence of the oil 

crisis (Hynes & Carroll, 2013). In contrast, its policy of external relations with China and 

other powers that emerged as donors at the beginning of this century has been generally 

unproductive. The CAD has deployed its efforts policy through two initiatives: on the one 

hand, through the “group of DAC-China study”; and on the other hand, in the context of 

the aid effectiveness agenda, through its Working Party on Aid Effectiveness (WPEff) 

and its successor, the Global Partnership for Effective Development Co-operation 

(GPEDC). In March 2005, several multilateral organizations and several donor countries 
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from the South (China, India, Turkey and South Africa, but also Mexico, Thailand and 

Malaysia), signed the Paris Declaration on Aid Effectiveness, with the objective to 

improve the quality of aid and its impact on development. While the Paris Declaration 

is still structured under the binary logic of the traditional postwar North-South 

cooperation paradigm (that recognizes two types of countries: donors and recipients), the 

DAC decided breaking this rule and grouped the aforementioned countries, that are still 

in the list of recipients of aid, together with other non-recipient countries (such as Poland 

or the Czech Republic) as “donors who are not members of the DAC”. In a move that 

recognized to these countries a special status in the international order and in the 

development community, the DAC tried to coopt them with a solution that previously 

worked with other countries, offering them to adopt donors’ standards and good practices 

as systematized in the Declaration from Paris. Nevertheless, this strategy did not work: 

India pointed out that it had assumed Paris as a recipient of aid and not a donor; China 

stressed that it was still a developing country that cooperated under the South-South 

Cooperation tradition; not even Mexico and Turkey (that are members of the OECD) 

accepted to undertake the duties of the Paris Declaration regarding donors (Bracho, 2015; 

2019). Following this setback, at the Accra High Level Meeting (2008), the DAC finally 

accepted to identify these new actors in the South not as donors, but as “suppliers of 

South-South Cooperation”. The Accra Agenda for Action (AAA), designed to strengthen 

and deepen implementation of the Paris Declaration, was subsequently approved 

exempting these actors from negotiating as “suppliers of aid”. While with the AAA the 

effectiveness agenda gained legitimacy, DAC’s purpose of using the effectiveness 

dialogue to establish with China its norms, good practices and responsibilities did not 

advance (Bracho, 2019). In the Fourth High Level Forum on Aid Effectiveness (HLF-4) 

that took place in Busan, Korea in 2011, which created the Global Partnership for 

Effective Development Co-operation (GPEDC) as a new inclusive multilateral space to 

advance the effectiveness agenda, the CAD tried a third different attempt (Atwood, 2012; 

Bracho, 2017; Villanueva & López, 2017). While the Declaration Paris expected the 

emerging powers to assume the role of “donors” and the Accra Agenda for Action 

reduced their responsibilities to those of simple developing countries, Busan declaration 

tried to give them the new identity of “South-South development cooperation providers 

with differentiated commitments” (article 14), adjusting their responsibilities to their own 
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conditions and their tradition of cooperation, without necessarily having to adopt DAC 

definitions, practices, principles and standards. Nevertheless, not only Southern donors 

did not advance in specifying their “differentiated commitments”, but also China and 

India conditioned their admission to the GPEDC to the adoption of a clause (contained in 

article 2) that specified that South-South suppliers of aid offered cooperation without any 

commitment, but only on a voluntary base. Those countries, in fact, continue to insist on 

their identity as a developing country and providers of South-South development partner, 

with no space for negotiation, and boycotted the first and subsequent meetings of the 

GPEDC (Bracho, 2017, pp.16-17). Finally, in 2016 Nairobi meeting, the GPEDC agreed 

to identify the emerging powers of the South with the general formula "cooperators that 

offer support", a formula also used to  denominate  traditional donors, in a complete turn 

that brought the international community from the attempt to define all donors a “donors 

with historical responsibilities” in 2005, under the strict commitments of the donors of 

the North, to the reality in 2016 of grouping all donors under the simple definition of 

"cooperators with voluntary commitments” that characterizes the lax South-South 

cooperation regime (Bracho, 2019, p.230). In summary, the DAC was unsuccessful in its 

attempt of creating a global paradigm of international cooperation for development, and 

failed coopting China and other actors from the South, while ending adopting itself some 

narratives and practices of the donors from the South (Mawdsley, 2018; Bracho, 2015, 

pp.43-44; Domínguez, 2015). By adopting the concept of "partnership", the DAC crossed 

an important symbolic threshold, and started flirting with other principles and concepts 

from China and South-South donors. Among them, “cooperation” (instead of “aid”), 

“mutual advantage” (instead of “altruism” or “solidarity”) and “voluntary commitments” 

(instead of “historical responsibilities”). Mixed with the traditional narratives, then, we 

increasingly find these concepts in the narratives of cooperation agencies of the North. 

First, the idea of “equality and partnership” questions the North-South dichotomy and 

opens the way to an universal agenda that concerns all countries (as it is in the spirit of 

the Sustainable Development Goals); nevertheless, the South-South cooperation narrative 

it is not devoid of drawbacks, mainly because it allows Northern countries to dilute their 

responsibilities (Esteves, 2017). Second, the DAC is converging with China’s 

cooperation paradigm also in regard to its increased attention to the private sector, with 

the emphasis shifting from its key concept of “concessionality” to the concept of 
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“contribution” (a shift that is the opposite of what happened in the 1950s), underlying that 

all financial flows contribute to development and the relative importance of the Official 

Development Aid is relatively low and decreasing (OECD/DAC, 2012); on the contrary, 

private flows are believed to be the only ones that have the sufficient size required for 

today’s development needs, concluding that ODA has to reposition itself to increasingly 

embody the function of catalyzer for the mobilization of private capitals (Kharas & 

Rogerson, 2011). Another field of convergence with China is the fact that many CAD 

members in recent years have combined their development agencies with their foreign 

affairs ministries, a clear signal of their intention to align and subordinate their 

development aid programs to their national and economic foreign interests (Gulrajani, 

2018). Finally, the inclusion of the private sector in CAD agenda manifested itself in its 

agenda of mixed development finance (“blended finance” or “private-public alliance”) 

and in the so called “Total official support for sustainable development” (TOSSD), a 

OECD framework aimed at measuring private finance operations mobilized by official 

interventions (which fall under the definition of “Other Official Flows”) which also 

recognizes the new catalyzing role of the ODA, the proliferation of new actors and the 

rising importance of private investments (Janus et al., 2014).  

The tendency of a convergence between CAD and China, nevertheless, shouldn’t be 

considered as a joint attempt to construct a new consensus in the system of international 

development. On the contrary, it is more appropriate to talk about a regime of coexistence, 

in which China is working to create a parallel system in competition with the West. As 

clearly stated in the XIX congress of the Chinese Communist Party in 2017, China will 

not accept the imposition of foreign practices, norms and values, and will promote its 

values abroad through the creation of the AIIB and the NDB, and launching its ambitious 

international cooperation project, the OBOR initiative. Chinese South-South Cooperation 

narrative, in contrast to the failed Western model, is presented as the most adequate model 

to foster real development in poor countries (Domínguez, 2017, p.70; Lin &Wang, 2017). 

 

Motivations behind China's aid allocation – As mentioned in previous sections, China 

prides itself that its aid is unconditional, not linked to conditions normally imposed by 

Western donors, such as good practices, democracy and/or respect for human rights. In 

addition, Chinese financial assistance usually becomes readily available, without much 



44 

 

 

bureaucracy (Davies, 2007). China therefore constitutes a good alternative to the donors 

of the OECD's Development Assistance Committee (DAC-CAD), with their very detailed 

bureaucratic procedures and conditionality policies. The best evidence of the preference 

for unconditional aid in Africa is the case of Angola, a country with very high levels of 

corruption, which hence has big difficulties to access Western aid; unsurprisingly, it is a 

major recipient of Chinese aid7. In Latin America, for instance, Chinese aid to Venezuela 

has occupied the void generated by the shortage of loans by the World Bank. Nevertheless, 

unconditional aid to oil-rich countries such as Venezuela and Angola can increase the risk 

of political disruption and corruption (Sanderson, 2013; Ellis, 2009; Brautigam, 2009). 

At the same time, China's development aid is criticized for being driven by domestic 

economic and political interests, to a greater extent than development assistance from 

traditional DAC donors.  

The motives that generally move all donor countries to the granting of international aid 

can be grouped into three categories: (i) first, aid must depend on need of recipients; (ii) 

secondly, the quality of recipient’s policies and institutions could be important; and (iii) 

third, the donor's own political and commercial interests play a role (Alesina & Dollar, 

2000). In the following paragraphs I will describe these three groups of motives focusing 

on the case of China in greater detail, since they will serve as a starting point to elaborate 

the hypotheses of this PhD thesis (as described in chapter 2 titled “methodological 

framework”).  

i) In relation to the first group of motives for giving aid, poverty and development, PRC’s 

Ministry of Commerce (1985, p.413) stresses how Chinese aid projects play "a positive 

role in the expansion of the national economies of the recipient countries and the 

improvement of the material and cultural life of people in these countries”. The Ministry 

emphasizes the idea of “mutual benefit”, in order to develop national economies of 

recipient countries and to promote economic growth both in China and those countries 

(Ministry of Commerce, 1985, p.413). The Chinese State Council underlines how the 

budget allocation of its aid meets the needs of the recipients, saying that China assigns 

                                                

 
7 In the early 2000s, Angola rejected a conditional loan from the IMF, finding instead a more attractive 
“unconditional” loan from China, valued at 2 billion USD. In turn, Angola provided 40 thousand oil barrels 
to China per day (Sun, 2014). 
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primary importance to recipient countries living conditions and economic development, 

setting efforts to ensure that its foreign aid benefits as many people in need as possible 

(State Council, 2011, p.6). Brautigam (2008) points out that China uses its foreign aid to 

show its vision-of-self as a great power that is responsible, meaningful, fast in 

humanitarian aid delivery (p.7). Chinese focus on infrastructure projects could assess 

development needs largely neglected by DAC donors (Brautigam, 2008). However, these 

views contradict to a large extent what is argued by Naim (2007), that "rogue" donors 

like China do not care about the long-term well-being of the population of recipient 

countries (p.95). It is important to note that several of those accusations towards Chinese 

aid are generated from outside the academia: nevertheless, a vast number of academics 

refer to such accusations and incorporate them in their own work8. 

ii) The second group of motivations to donate aid is related to the quality of institutions 

and the governance of recipient countries. This is true when we talk about donor countries 

from the West, for two main reasons. First, (a) traditional donor countries use aid as an 

incentive mechanism for recipient countries with good institutions; for example, Öhler et 

al. (2012) find that aid conditional on "good governance" leads to incentives for potential 

recipient countries to improve their anti-corruption controls. Nevertheless, others raise 

questions about the effectiveness of aid for the promotion of democracy and governance 

(Knack, 2004; Busse & Gröning, 2009). Second, (b) traditional donors may follow a 

general belief that aid is more effective when it is assigned to recipients with more 

rigorous economic policies (Burnside and Dollar, 2000), although there is not enough 

empirical evidence to support this relationship (Easterly et al., 2004). In contrast to the 

motivations of Western donors’ aid, one of the fundamental principles of China's aid 

policy, and in general for its foreign policy, is the principle of non-interference in 

domestic affairs and respect for national sovereignty of recipient countries (Davies, 2007; 

Brautigam, 2008; Dreher & Fuchs, 2012). As such, Chinese aid allocation is unrelated to 

                                                

 
8 Moisés Naím, for example, is a journalist and former editor in chief of Foreign Policy magazine (as well 
as serving as Venezuelan Minister of Trade and Industry and as Executive Director of the World Bank). 
His catch-phrase “rogue aid”, referred to Chinese aid, nevertheless, has been used widely in several dozens 
of academic works, ranging from Woods (2008), Rogers, Jalal & Boyd (2012), Mawdsley (2012), Dreher 
et al. (2011), Dreher & Fuchs (2011), among many others. 
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the form of regime and quality of governance of recipients. The Ministry of Commerce 

(1990, p.63) states that China has "full respect” for the sovereignty of recipient countries, 

and does not attach any condition or ask for any privilege, maintaining the “true spirit of 

sincere cooperation”. Therefore, we can conclude that Chinese aid is probably not 

affected by the institutional and governance quality of recipient countries. Others have 

even argued that China, priding itself over its “no-strings-attached” approach, tends to 

focus instead on recipients with fairly bad governance (Halper, 2010), providing 

assistance to unstable problematic regions and “delinquent states” (Pehnelt, 2007, p.8). 

In fact, China gives considerable amounts of aid to fragile states (Kaplinsky et al, 2007; 

Bermeo, 2011). It has been argued that the absence of any conditionality of Chinese aid 

could weaken democracy, governance and human rights, limit development, weaken 

social and environmental standards, and increase corruption (Davies 2007). Some authors 

have even hypothesized the existence of an “authoritarian nexus” with authoritarian 

regimes in Latin America and the Caribbean (Brand, McEwen-Fial & Muno, 2015); 

furthermore, according to Taylor (1998), China has opposed democratization in Africa, 

since it could use the failure of democratic consolidation as an argument against domestic 

demands for democratization. As Deng Xiaoping said, “talk about human rights, freedom 

and democracy is only designed to safeguard the interests of the strong, rich countries 

[who] practice power politics” (as quoted by Taylor, 1998, p.453). However, it is 

debatable whether China's aid differs significantly from the distribution of DAC aid in 

terms of rewarding countries with better governance: earlier studies reveal a considerable 

difference between the rhetoric of DAC and its effective allocation of aid. For example, 

Germany, Finland, France, Japan and the Netherlands have been found to give the most 

corrupt countries more aid, not less (Isopi & Mattesini, 2010).   

iii) Finally, the offering of foreign assistance can be motivated by (a) economic and (b) 

political motives. On the one hand, (a) in terms of its own economic and commercial 

interests, everything that facilitates the export of natural resources to China is seen as a 

central objective of its aid; China's "insatiable needs" for resources (hydrocarbons, 

minerals, and timber in particular) are more often cited as trade-related reasons for 

Chinese foreign aid (Alden, 2005; Davies, 2007; Naim, 2007; Halper, 2010). The Chinese 

Ministry of Commerce is the lead agency for the provision of bilateral aid: this clearly 

indicates the paramount importance of trade ratios for China. Lum et al. (2009) suggest 
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that Chinese aid to Africa and Latin America is determined by economic interests, 

motivated mainly by the extraction of natural resources (as described in previous sections).  

In addition to secure resources, Chinese aid is accused of directing future access to export 

markets and profitable investments  (Davies, 2007; Lum et al., 2009). Furthermore, most 

Chinese aid is “tied aid”, which is another indication that China uses foreign aid to 

improve its business opportunities (Pehnelt, 2007; Schüller et al., 2010).  For instance, 

when China funded the construction of a 2.2 billion USD dam in Ecuador, over 1,000 

Chinese engineers and workers were deployed to the Latin American country, rather than 

hiring Ecuadorian workers (Krauss & Bradsher, 2015). The Ministry of Trade (1999) 

openly concluded that, through aid, Chinese enterprises entered developing countries’ 

markets very quickly and were welcomed by those countries’ governments and 

enterprises (p.75). 

On the other hand, (b) regarding the political motivations of China’s aid allocation, the 

Ministry of Commerce (1996) openly admits that aid and subsidies are used to coordinate 

diplomatic work, and that building “some public institutions [...] produced great political 

influences” (p.70). The aid program is aimed at supporting diplomatic high - level events: 

for example, to achieve greater participation of heads of State in the ceremonies of the 

2008 Beijing Olympics, China speeded up the implementation of the projects most valued 

by bilateral leaders (Ministry of Commerce, 2009, p.348). However, according to the 

State Council (2011), China “never uses foreign aid as a means to [...] seek political 

privileges for itself” (p.3). As a matter of fact, the literature has paid particular attention 

to the political motivation of allocating aid from China.  As described in detail in previous 

pages, Chinese aid has been criticized for being instrumental to the “One China 

policy”, since China appears to be rewarding with foreign aid countries that do not 

recognize Taiwan as a separate country (Taylor, 1998; Brautigam, 2008; Rich, 2009).  For 

instance, Africa is important for China's political agenda and building alliances, as it 

supported the People's Republic to represent China at the United Nations instead of 

Taiwan (Davies, 2007, p.27). However, despite the "one China" policy, the PRC also 

provides aid to countries that recognize Taiwan (Davies, 2007). 

Finally, because of its problematic human rights record, China has supported African 

countries to play an important role in preventing sanctions against the Asian country 

(Lancaster, 2007) in organizations such as the UN Human Rights Commission. China, in 
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fact, seems determined to increase its influence in such international organizations 

(Taylor, 1998), in order to “build coalitions to protect Beijing from criticism from the 

West” (Tull, 2006, p.460).  

 

To summarize, in the last decade China has become very engaged in the sphere of 

international cooperation for development, both with its foreign aid projects and other 

financial flows such as loans and export credits, being the emerging donor with the fastest 

growth. The Asian country perceives international cooperation as a tool to advance its 

own interests (accessing raw materials, entering new markets, advance its diplomatic 

competition against Taiwan, etc.) and thus prefers a “Win-Win” approach rather than the 

traditional humanitarian approach that characterizes Western foreign aid. While China is 

engaged with the UNDP for its South-South cooperation, it does not engage in the OECD 

transparency system, and created alternative multilateral development banks when it 

perceived that existing institutions were dominated by Western influence. Compliance 

with the existing norms is low in the sphere of international cooperation, in particular 

China openly rejects to implement any form of political conditionality, a norm that is 

quite well established among traditional donors in order to favor rule of law and human 

rights. In this sphere, thus there seems to be a low level of socialization, to the point that 

some authors are talking of a “silent revolution” in the development aid community. 

Apparently, China does not only seems unwilling to abide to existing rules (based on 

Western liberal values), but resisted any attempts of cooptation by the OECD-DAC. 

Therefore, the most likely scenario in the long run seems to be that of coexistence between 

Chinese cooperation and Western cooperation as two parallel systems. 

 

Table 2 - Overview China’s rise within the international economic order 

Area of IPE Evaluation and Evidence Socialization and 
Trajectory 

Global Trade 
and foreign 
direct 
investment 

Engagement with trade system: very high 
• Strong role in trade, high inbound FDI 

Participation in Institutions: high.  
• Membership in WTO, FMI, etc. 

Compliance with Norms: medium-high 
• Respects WTO ruling, domestic 

reforms. Concerns about intellectual 
property,  

Medium-high 
socialization in trade 
system. Positive 
outlook. 
Domestic reform 
started, big efforts still 
needed.  
Likely scenario: 
cooptation. 
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International 
monetary 
system 

Engagement with monetary system: medium-high 
• Largest creditor, highest foreign 

reserves 
• RMB still not very internationalized 

Participation in Institutions: medium-high.  
• RMB joined SDR basket of the IMF 
• Joined regional Asian organizations  

Compliance with Norms: medium 
• RMB not fully convertible  

Increasing 
socialization and 
internationalization of 
the RMB, may become 
reference currency in 
East Asia. 
Likely scenario: 
coexistence in the 
medium term. 

International 
financial 
system 

Engagement with financial system: medium-high 
• Strong international role and status 

after 2008 crisis 
• Created its own alternative bank (AIIB) 

Participation in Institutions: high.  
• Membership in WB, IMF, G20, ADB 

and other financial initiative at the 
global and regional level 

• Increased voting power in IMF and WB 
Compliance with Norms: medium 

• Restricted access to domestic financial 
markets 

• Criticizes existing institutions 
• With BRICS, want democratization of 

finance and more stability 

Increasingly socialized 
as important financial 
power within existing 
institutions, but it is 
critic of the system and 
creates alternative 
institutions to pursue 
national interests.  
Likely scenario: 
cooptation in the 
medium term  

International 
Development: 
International 
Cooperation 
and official 
development 
finance 

Engagement with development: medium-high.  
• Fast growth as emerging donor. Fast 

growth in loans. Win-Win approach 
preferred.  

Participation in Institutions: medium 
• Partnerships with UNDP. 
• Resists OECD-DAC cooptation.  
• Not engaged in OECD transparency 

system. Creation of alternative 
multilateral development banks. 

Compliance with Norms: low. 
• Challenging existing norms. Lack of 

conditionality on rule of law and human 
rights. Possible “silent revolution” of 
development aid. 

Low socialization in 
development 
community. 
Challenging existing 
rules. 
Likely scenario: 
coexistence, parallel 
systems. 

 

 

As the results of this analysis suggest, Chinese behavior towards the international 

economic order indicate that the Asian giant is willing to participate in the existing order, 

since it is the primary beneficiary of its involvement in the global economy, which has 

been the main determinant of its extraordinary growth since Deng Xiaoping’s opening up 

and reform in 1978. Nevertheless, China it is not a passive actor that simply wants to 

follow the US leadership and join the existing order; on the contrary, while not advocating 

to completely overturn existing rules, China has been seeking to reshape some rules to 
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better fit its own interests, and it does not exclude the possibility of creating parallel 

institutions when it better fits its own interests. In fact, within every sphere of the 

economic international order (as traditionally studied in IPE) that has been reviewed in 

this chapter, Chinese socialization with the existing norms and institutions has been 

partial and incomplete, making clear that Chinese interests are the priority. From the 

overview the implications of China’s rise (and my interpretation of its trajectory of 

socialization, as summarized in Table 4 above), it emerges quite clearly that China is an 

increasingly engaged actor in every aspect of the international economic order and there 

are no areas of open hostility. Nevertheless, it is also clear that there are some areas of 

discordance in each sphere. Within the international trade system, monetary system and 

financial system, several studies described how China has gradually changed its 

international behavior and also adapted some domestic structure to ensure an effective 

participation and socialization in the existing international institutions and governance, 

while at the same time adopting a double-sided level of adherence to international norms 

(limited to those aspects that better fit Chinese interests and being rather passive whereas 

it couldn’t receive any benefit from active participation). If China’s internal conditions 

will remain stable (as in consistent economic growth and stable domestic politics), the 

PRC is likely to continue on this route and continue being a moderately conservative actor 

and a moderate reformer in the various international economic systems.  

On the contrary, compared to other areas of study, China resulted as being the less 

socialized and less abiding to international standards in the international development 

system, which is the main focus of this PhD thesis: Beijing conducts international 

cooperation according to its own rules and avoids as much as possible any external 

interference (for example on the topics of transparency, conditionality to  democracy or 

human rights, etc.), leading some authors to talk about a “silent revolution” in the 

international development community and to formulate an extensive list of critics to its 

motivations to international cooperation programs, the analysis of whom will be the 

objective of this PhD thesis. 

 
  



51 

 

 

1.3 China’s rise and its effect on Latin America 

There have been two important dynamics that have influenced Latin American 

international relations at the beginning of the new millennium. The first has been the 

increasing distance between the US government and the governments of the region, which, 

in summary, have been interpreted as a gradual decline of the Monroe Doctrine. The 

second factor has been the extraordinary entry of the PRC as a significant economic and 

(in a lesser degree) political partner, which led some authors to consider legitimate to 

refer to the first decade of the XXI century as the “Chinese decade”. As a consequence, 

Latin American nations assumed a more self-confident stance, asserting a greater 

diplomatic independence from the US (Dominguez, 2006; Hsiang, 2016).  

The decline of US influence in Latin America is often mentioned as one of the decisive 

factors in China’s rise in the region. Some authors consider US standing in Latin America 

to have reached its historical low (Hsiang, 2016; Hakim, 2006), and many LA countries 

now view the US as less relevant to their needs and less capable to deal with the issues 

that most concern them (Ellis, 2012). At the origin of this phenomenon, as identified by 

part of the academic literature, lies G. W. Bush policy towards the region: first, during 

his presidency US authorities continued to consider the region as the “US backyard”, 

presuming that Latin American governments would automatically align their interests 

with US interests (for example on trade, aid, democracy, drugs or immigration) 

(Oppenheimer, 2005); second, G. W. Bush insisted for Latin American governments to 

support the war in Iraq, despite Latin American ambivalence on the topic (Hsiang, 2016); 

third, Bush standing towards Cuba was extremely anti-Castroist, despite the fact that the 

LA regional environment was seeking a more relaxed stance after the end of the Cold 

War (Dominguez, 2007). US problematic stance with Latin America continued under 

Obama, who presents a mixed record: on one side, Obama was praised for his attempts 

to normalize diplomatic relations with Cuba and for its efforts in improving his 

relationship with Hugo Chavez (who famously hugged him at a Summit of the Americas 

in 2009 and gifted him with a copy of Galeano’s Open Veins of Latin America); on the 

other hand, Obama’s strategy to contain China’s advance in LAC was seriously weakened 

by his failure to deliver on the Trans Pacific Partnership (TPP), a trade agreement between 

Australia, Brunei, Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, 

Singapore, Vietnam, and the United States, that would have reduced the signatories' 
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dependence on Chinese trade and brought them within the United States’ area of influence. 

During the presidencies of G. W. Bush and Obama, actually, the US has experienced a 

reduction of its relative importance in trade with LAC: in terms of exports, Washington 

lost 10 percentage points in fifteen years, passing from 56% of Latin American exports 

in 2001 to 46% in 2016; in terms of imports the US lost even more, passing from 46% of 

regional imports in 2001 to 32% in 2016 (Novak & Namihas, 2017). Due to United States’ 

very strong relations with Mexico and Central America, the US is still LAC most 

important trade partner, but this comparative advantage might become mitigated by 

Trump’s protectionist policies. In fact, Trump presidency is not showing great interest in 

Latin America: President Trump skipped the 2018 Summit of the Americas in Lima, and 

pursued a negative agenda, opposing free-trade and immigration from LAC, which 

granted him high levels of unpopularity among LAC public (Latinobarometro, 2017). 

Furthermore, aid programs to El Salvador, Guatemala and Honduras will be cut in 2019 

because, as Trump put it, they “were not able to do the job of stopping people from leaving 

their country and coming illegally to the US” (as quoted in Clary, 2019). 

While Washington was focusing on its “War on terror” in the Middle East and on the 

non-proliferation of nuclear weapons, Latin America silently got out of the focus of US 

foreign policy. By contrast, Chinese authorities, under the motto “peaceful rising”, 

restlessly worked to present China as a strong development partner to African and Latin-

American countries. Chinese model represented an attractive development alternative for 

those countries, traditionally patronized by the International Monetary Fund and aid 

agencies, since Beijing is perceived to be respectful of the sovereignty of Latin American 

countries, not interfering in their internal affairs (Li, 2011, p.21). In the last two decades, 

Beijing quickly become a major economic partner for the region, achieving a great 

presence in terms of FDI, trade flows, natural resources, etc. (Tuman & Shirali, 2017). 

Since 2000, three Chinese presidents have visited Latin America: Jiang Zemin (visiting 

in 2001 and 2002) Hu Jintao (in 2004, 2005, 2008, and 2010) and Xi Jinping (2013, 2014, 

2018). During these visits, China established important strategic partnerships (especially 

with Brazil, Venezuela, Mexico, Argentina, Peru, and Costa Rica, in addition to its 

already close relation with Cuba), with the objective of establishing stronger economic 

and political relations with Latin American countries, and to pursue Chinese strategic 

goals such as the creation a new sphere of influence in Latin America to advance China’s 
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interests and enhance China’s status within the international system (Yu, 2015). While 

“China is not trying to challenge American hegemony in Latin America, [it] is the first 

Asian country to push enough to concern American analysts” (Paz, 2006).  

China’s rise in Latin America, primarily, has manifested itself in term of increased trade 

relations. Chinese trade’s exponential growth has created strong ties with Latin America 

and potential to become a key trading partner.  While at the moment the US remains the 

main economic partner of the LAC region, already China surpassed the European Union 

as its second largest trading partner in 2014 (two years earlier than what CEPAL predicted 

in 2011), and could even surpass the US by 2030 (Hakim & Myers, 2014). On the 

contrary, LAC is not a predominant partner for Chinese trade, being the destination of 

only of 5,7% of China’s global exports and the source of 6,8% of Chinese imports. 

However, in terms of exports from LAC to China, Brazil has become the third largest 

exporter of iron to the PRC, while Chile and Peru account for 50% of Chinese imports of 

copper. In terms of imports from China to LAC, China is the second external partner for 

the region (that is to say, excluding trade among LAC countries themselves), being China 

already the first source of imports in South America, the second in Central America and 

the third in the Caribbean (see Figure 13 below). 
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Figure 13 - Latin America and the Caribbean: main markets for goods imports, 
sub-regions (2015) 

 
 
Source: CEPAL (2016), p.35. 
 

The process of intensifying Chinese investments in Latin America began in 2004, when 

President Hu Jintao promised to increase its investment over a 10-year period intending 

to reach bilateral trade of $100 billion USD. Surprisingly, this mark was surpassed much 

earlier, as bilateral trade had already reached $140 billion in 2008 and $261.6 billion in 

2014.  

China considers LAC an attractive destination for its investments due to its abundant 

natural resources: in fact, since 2005, 57.6% (62.7 billion USD) of China’s FDI has been 

in the energy sector, Chinese energy investment reached 18.97 billion USD in 2010. As 

shown in Table 2 below, Brazil, Peru, Argentina, Ecuador and Venezuela top the list of 

Chinese favorite destinations for its foreign direct investment in the 2005-2017 period.  
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Table 3 – China’s FDI Top Destinations in LAC (2005 - 2017) 

Country Volume in $ billions Global Ranking Economic Development Level 
Brazil 54.56 5 Upper middle-income 
Peru 19.95 12 Upper middle-income 
Argentina 11.14 19 Upper middle-income 
Ecuador 7.72 29 Upper middle-income 
Venezuela 4.37 47 Upper middle-income 

 
Source: China Power (2018) 
 

For example, in 2009, seeking increased oil exports, Chinese government approved a $20 

billion credit to Venezuela and purchased the Brazilian share of Repsol (a Spanish oil 

company) for $7.1 billion USD, with the aim of developing oil deposits in Brazil (Dowsett 

& Chen, 2010). Furthermore, Gallagher (2012) estimates that loans-for-oil constitute 

more than two-thirds of Chinese loans to Latin America (as discussed more in detail in 

the section on Chinese commodity backed loans). 

While there are many authors that proclaim the numerous advantages of a closer 

relationship with the PRC (even if it implies renouncing to the ties with the ROC, as I 

will describe in a few pages), there is also a substantial number of Latin American and 

international critics of Chinese rise in the region, that remind us that “China’s support of 

Latin America doesn’t come for free” (Domínguez, 2014). The first undesirable effect of 

China’s rise in the region that the literature mentions is in the political sphere, in the form 

of the economic and political support by China for problematic (and anti-US) 

governments such as Cuba and, primarily, Venezuela. China’s loans and grants are 

helping Caracas and La Havana to survive the economic contradiction of their policies, 

causing instability in neighboring countries (e.g. through influx of refugees, by hosting 

hostile armed groups, etc.). Furthermore, through its increased presence in the region, 

expanded soft power and enlarged political influence, China is able of reaffirming its 

“One-China” policy and pressuring to avoid criticizing China over its human rights record, 

Dalai Lama issue, to secure advantageous trade deals, etc. Finally, other authors are 

worried for Chinese increased control on strategic energetic resources such as oil and 

natural gas supplies, endangering US interests in the region (Hakim, 2006, p.39). As 

President Hugo Chavez famously said, “[after] 100 years of domination by the United 

States... [n]ow we are free, and place this oil at the disposal of the great Chinese fatherland” 

(cited in Dumbaugh, & Sullivan, 2005, p.4).  
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China’s rise in the region is also causing several distortions in the economic sphere. In 

particular, Chinese competition in the manufacturing sector caused a fall in LAC 

production and export of manufactured products (Ellis, 2018), while at the same time 

Chinese products “are flooding domestic markets to the detriment of local manufacturers” 

(Hilton, 2013, p.2). Furthermore, China is accused by its critics of being partly 

responsible for Latin American process of de-industrialization, producing the “reversal 

of growth and of industry participation in the production and creation of jobs” (Oreiro & 

Feijó, 2010, p.222), caused by the fact that “the Latin American economies are caught in 

the middle between low-cost Chinese production and high-tech production in the North, 

resulting in a shrinking of their development space” (Jenkins, 2010, p.818). In fact, the 

vast majority of Latin American exports to China have focused on three areas: soy, metals 

and hydrocarbons; only three products (copper, iron and soy) account for more than half 

of Latin American exports to China. Latin America's lack of diversification and 

dependence on primary goods exported to China has exacerbated the region's 

vulnerability to price fluctuations, as up to 74% of all Latin American exports to China 

are primary commodities (Gallagher, 2010). Crude oil represent 84% of Colombian 

exports to China (CEPAL, 2015, p.45). In contrast, as shown in Figure 14 below, the great 

majority of Chinese exports to Latin America are from the manufacturing sector, with a 

strong emphasis on high-technology manufacture (such as electronics and 

vehicles); high-tech industries, as compared to commodities, are much less prone to price 

volatility, evidencing a very asymmetric trade relationship.  
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Figure 14 - LAC trade structure with the world and China by technology intensity 
(2013, percentages) 

 
Source: CEPAL, 2015, p.42. 
 

Chile, Argentina, and Mexico are the only Latin American countries among China’s top 

40 suppliers, altogether accounting for just 1.3 percent of total imports (Devlin, 2007). 

On the contrary, Latin America has become the most dynamic export market for Chinese 

products, with an annual growth of 31% between 2005 and 2010, versus 16% for the rest 

of the world (Toro, 2013; Smith et al., 2013; Gallagher, 2008); thus the Sino-Latin 

American trade is characterized by a substantial and incremental trade deficit, as reflected 

by Figure 15 below.  
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Figure 15 - Trade balance between China and Latin America and the Caribbean 
(2000-2014, millions of US dollars) 

 
Source: CEPAL, 2015, p. 36. 
 

Altogether, Chinese focus on Latin American raw materials and the flood of cheap 

Chinese products is precluding the diversification of the exporting industries of Latin 

American nations, since it is more lucrative to merely sell raw materials to China than 

encourage entrepreneurship and diversification of the economy, thus stimulating an 

unfavorable overdependence on natural resource exports. In summary, Chinese trade is 

pushing Latin America into a “raw materials corner”; a model that could even increase 

income inequality Latin American countries, since “gains associated with natural-

resource-intensive exports are not widely spread” (Barker, 2013, p. 17). 

In this sense, China-LAC economic relationship is characterized by its inherent 

asymmetry (Jenkins & Dussel Peters, 2009; Lieteritz, 2012; Rosales & Kuwayama, 2012), 

with the potential consequence of “the possible return of the centre-periphery trade 

pattern that has long been at the core of scholarly and political discourses in the region 

since the 1940s” (Barker, 2013, p.15). Avoiding the pitfalls of the volatility of the prices 

of commodities is the greatest challenge for LAC, and could put at risk the region’s 

commitment with China (for example, Venezuela’s indebtedness with China will show 

how Beijing, as the largest creditor, will deal with eventual defaults; a situation that is a 

novelty for the Asian country). 
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Such negative effects are not spread homogenously within the continent; previous 

literature generally recognize that South American countries have been the main 

beneficiaries of the increased economic relationship with China, while negative impacts 

have been concentrated in Mexico, Central America and the Caribbean (Jenkins, 2010, 

p.835). Chinese rise has advanced the “split between nations of the Pacific coast of Latin 

America, and those of the Atlantic” (Ellis, 2013, p.24). With the possible exception of 

Ecuador, “the states of the Pacific have generally adopted a pro-market, free-trade 

approach in relation to the opportunities and challenges represented by the emergence of 

the PRC as an economic actor in the region” (Ellis, 2013, p.24). Countries facing the 

Atlantic Ocean, instead, pursue a “less market-oriented approaches vis-à-vis China” (Ellis, 

2013, p.25), making difficult the access of Chinese products into their domestic markets. 

Countries that face the Atlantic Ocean are bound together in the Mercosur, among the 

most important Latin American regional organizations, created in 1991 by Argentina, 

Brazil, Paraguay, and Uruguay as a form of political and economic integration to promote 

the free movement of people and goods. However, from the time when Venezuela joined 

the organization in 2012 and was subsequently suspended in 2016, Mercosur political 

weakness become increasingly evident and its dynamism declined, together with the 

fading regional influence of Caracas and with the increasingly protectionist policies 

adopted by the countries facing the Atlantic Ocean. On the contrary, a new regional trend, 

as mentioned above, saw the countries facing the Pacific Ocean becoming the fiercest 

supporters of free trade, pushing them to create a dynamic free-trade alliance, the Pacific 

Alliance. This organization was created in 2012 by Mexico, Colombia, Peru and Chile, 

with the objective of integrating their economies and promoting trade and investment. 

China immediately expressed its interest in working together with the Alliance and is 

today an observer to the organization: in fact, member countries represent more than one 

third of the regional GDP and Chile and Peru already hold bilateral free trade agreements 

with China (and Costa Rica, that is close to join the organization, also has a FTA with 

China). As Peru’s former President Alan Garcia put it, the Pacific-facing countries may 

have an advantage in the long term: much of the continent is “paying the costs of 

exaggerated protectionism and . . . irresponsible policy […] That is not the Latin America 

that I see in the future. I see the future in countries like Chile -- which has been a good 

example of how to do things for a while -- Colombia, Peru and Mexico” (Garcia, as 
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quoted in Luhnow, 2014). Assessment that is confirmed by the economic performance of 

the members of the Alliance that, compared to Mercosur countries, had more FDI, less 

inflation and more exports. Nevertheless, the positive outlook of the Pacific Alliance 

doesn’t seem to be reflected, for the moment, in the amounts of FDI received from China, 

in which Mercosur is increasingly leading, as shown by Figure 16 below. 

 

Figure 16 - China’s Outward Foreign Direct Investment Stock (2007–2016, 
millions USD) 

 
Source: Creutzfeldt, 2018, p.4.  
 

Finally, when talking about China’s rise in LAC, it is important to remember that in the 

last decades Latin American countries seems to have adopted a more assertive stance 

regarding the competition between the two big global powers. In particular, they seem to 

pursue a strategy of getting close  to China with the purpose to balance US hegemony in 

the region, in the same way in which some countries in the Asia-Pacific region are seeking 

a closer relationship with the US to counterbalance Chinese power in that region (Tiezzi, 

2014, Hsiang, 2016). This became evident with the creation of the CELAC, The 

Community of Latin American and Caribbean States (Comunidad de Estados 

Latinoamericanos y Caribeños, CELAC). In 2010, Venezuelan president Hugo Chavez 

and Chilean president Sebastián Piñera co-chaired a forum to draw the statutes of the 

organization, which came in effect in December 2011 with the signature of the Caracas 

Declaration by 33 countries in the Americas (all countries in the continent, explicitly 
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excluding Canada and the United States). CELAC’s creation, therefore, represents both 

the increasing regional integration and the reduction of the US dominance, proposing 

itself as an alternative forum to the Organization of American States (OAS), the oldest 

regional body (created in 1948) and largely dominated by the US (as the expulsion of 

Cuba from the forum exemplifies). In 2014 the relationship between CELAC countries 

and China was reinforced with the establishment of the China-CELAC Forum, with the 

objective of supporting China-LAC cooperation. During the First Ministerial Meeting of 

the CELAC-China Forum, held in Beijing in 2015, the joint adoption of the Cooperation 

Plan 2015-2019 was signed. This document is a broad plan which considers thirteen 

thematic areas of work, eight of which are concentrated in economic areas9. However, for 

the moment, this plan only indicates general objectives and broad lines of action, that 

have to be assumed to serve as a guideline for specific initiatives and projects, which 

supposes a strong challenge for politician and technicians, in order to allow the deepening 

of the relation and dialogue between CELAC and China; for the time being, the Asian 

country established a secretariat in order to monitor progress in such areas. The second 

meeting was held in Santiago de Chile in January 2018, during which China pledged to 

help LAC nations to face the problems of climate change and officially extended its Belt 

and Road Initiative coverage to LAC, insisting on the benefits that it would bring to the 

region, reiterating that “China will always stay committed to the path of peaceful 

development and the win-win strategy of opening up and stands ready to share 

development dividends with all countries” (PRC’s Minister of Foreign Affairs Wang, as 

cited in Hilton, 2019). 

 

Chinese soft-power in Latin America - Apart of trade relations, a “soft power” strategy10 

has often been associated to Chinese rise in Latin America, projecting not only its 

                                                

 
9 Areas of work concentrated on economic fields are: Trade, Investment and Finance, Infrastructure and 
Transport, Energy and natural resources, Agriculture, Industry, Science and Technology, Aviation and the 
Aerospace Industry, Human Resources Education and Training, Tourism and Environmental Protection, 
Risk Management and Disaster Reduction, Poverty Eradication and Health. 
10 In the classic Nye’s sense, soft-power is “the ability of a country to persuade others to do what it wants 
without force or coercion”, or “a dynamic created by a nation whereby other nations seek to imitate that 
nation, become closer to that nation, and align its interests accordingly” (Nye, 2016) 
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economic power but attracting partners and to advancing its interests in the region, and 

operating not only through the political leadership, but also the business community, the 

students, the general population, etc. As PRC’s Minister of Foreign Affairs Wang Yi 

(2018) proclaimed, to “implement the Belt and Road Initiative, we need not just hardware 

support in terms of connectivity, but more importantly the soft support of people-to-

people friendship”. Chinese soft-power strategy includes academic and cultural 

exchanges, governmental fellowships, a growing presence of Chinese media (such as 

Xinhua news agency), and strategies to invite Latin American party leaders and young 

leaders to visit China (Wang, 2018). First of all, the strength of Chinese soft-power is due 

to the extraordinary growth of the Asian giant and, as such, the perceptions that Latin 

American countries have of China are tied to the future and to the potential of the relations 

with China. China’s soft-power can be divided in seven areas (as described by Ellis, 2011, 

p.86). The first is the hope for future access to Chinese markets: while a large portion of 

Chinese population is still excluded by the modern market economy and from the 

possibility to consume imported goods, the number of potential consumers generates 

great expectative to Latin American businessmen and politicians, willing to invest 

millions to operate in China in the hope of a future return, as it is common to hear them 

say: if each Chinese would drink just one cup of Colombian coffee per week, Colombia 

would become a rich country very soon. The second strength of Chinese soft power is in 

the area of the hope for future Chinese investments: as discussed in previous paragraphs 

of this chapter, China has enormous trade surpluses and huge saving reserves, giving hope 

that some of that money could be invested in Latin America and the Caribbean; Chinese 

presidents in visit to the region, on their part, never lose the occasion to mention the 

possibility of billions of dollars in possible investments. The third strength is the 

expectative for the creation of infrastructures by Chinese corporations: China’s 

involvement is becoming progressively critical for the performance of the extractive 

industries (in countries such as Ecuador and Venezuela), in telecommunications (through 

Chinese companies such as Huawei, ZTE, etc.), logistics, etc. The fourth area of strength 

of Chinese soft-power is the hope for the PRC to serve as a counterweight for the US: 

given China’s historical rhetoric as the “leader of the developing world”, it represents the 

natural partner for anti-US leaders in the region (Chávez, Maduro, Correa, Morales, 

AMLO, etc.) even though the PRC has been careful to never be openly associated with 
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anti-US rhetoric or activities. The fifth source of strength of Chinese soft-power in Latin 

America is Chinese development model that (even though it is not at all easy to replicate 

in the region) it is particularly attractive for LAC elites because it suggests the possibility 

of achieving economic growth without surrendering their political power as in the so-

called "Beijing consensus", based on authoritarian government plus a market economy 

(supposedly more popular than US "Washington consensus", of market economics with 

democratic government) (Nye, 2005). Sixth, there is the attractiveness of Chinese culture, 

promoted through activities such as the 2008 Beijing Olympic Games or the 

establishment of almost three hundred Confucius Institutes in the world since 2004 

(Hartig, 2012; 2015), including more thirty in the region (and three just in the city of 

Bogota, located in the universities of the Andes and Tadeo Lozano, and in the college of 

Nueva Granada) (Cesarin & Tordini, 2016); nevertheless, the affinity with Chinese 

culture in LAC is considered to be low if compared with the impact of US culture, and 

consequently a weak level of soft power, which is reflecting more than driving Chinese 

influence in the region  (Ellis, 2011, p.89). Finally, the seventh source of Chinese soft-

power is the most intangible: China’s rise as a key global player and Latin America’s 

belief in China’s emergence and globally transformative power, a power that attracts LAC 

people and leaders and shape their actions. However, coming to the limits of Chinese 

soft-power, it is important to recognize the significant gap between the cultures of the two 

regions, the difficulties in understanding the habits and the language, which results in a 

mutual general lack of knowledge of the other region; a very different situation compared 

to US influence in LAC, the widespread use of the English language, knowledge of US 

popular culture and habits, etc. Furthermore, China lacks cultural industries such as 

Hollywood, US universities and NGOs, which generate most of US soft-power (Ellis, 

2011; Nye, 2005). 

 

China, Latin America and the One China Policy - The One China policy is a cornerstone 

of PRC’s foreign policy relations and its thus very important both for the relations with 

LAC and for the Chinese provision of foreign aid.  It consists in the acknowledgment that 

only one China exists and, as a consequence, other countries ought recognize only one 

Chinese government and cannot establish diplomatic relations with both the People’s 

Republic of China and the Republic of China. This policy has its origin at the end of the 
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Chinese Civil war in 1949, when Mao’s Chinese Communist Party defeated the 

nationalists of Kuomintang party. While the Kuomintang fled to Taiwan and established 

the capital of the Republic of China in Taipei, Mao Zedong took control of the mainland 

and founded the People’s Republic of China, with its capital in Beijing; both of them 

claimed to be China’s legitimate government. At the beginning, most LAC countries 

sided with Taipei, which was still holding Chinese seat in the UN Security Council. From 

1971, when Chinese UN seat was assigned to Beijing 11 , most countries gradually 

switched their recognition to the PRC. Nowadays 176 countries in the world hold 

diplomatic relations with Beijing; on the contrary Taiwan, considered by Beijing a 

nonaligned province, only retains diplomatic relations with 17 countries, as well as 

embassies, trade agreements and foreign aid programs which strengthen Taiwan’s de 

facto sovereignty. The One-China policy is particularly relevant for Latin America and 

the Caribbean since the region is the epicenter of the diplomatic struggle between China 

and Taiwan. In fact, the largest group of countries holding Taiwanese recognition (nine 

out of seventeen, as shown by Table 2 below) is located in this region, and particularly in 

Central America, which sustain this arrangement because Taiwan spends heavily to 

maintain it. As a response, since the 1980s, China also strengthened its so-called 

"checkbook diplomacy", offering aid, loans and investment to Taiwan’s diplomatic allies, 

in a sort of a “bidding war” in which offers of foreign assistance by both sides escalated 

(Brautigam, 2010, p.11; Rich, 2009). This strategy has been evident in LAC, where both 

China and Taiwan invested in costly projects, sometimes in exchange for ending 

diplomatic relations with the other party. 

  

                                                

 
11 In Latin America and the Caribbean, six countries (Chile, Cuba, Ecuador, Mexico, Peru, and Trinidad 
and Tobago) voted in favor United Nations General Assembly Resolutions 2758 of 1971 on the subject of 
the “Restoration of the lawful rights of the People's Republic of China in the United Nations”, four 
abstained (Argentina, Colombia, Jamaica and Panama) and ten voted against (Bolivia, Brazil, Costa Rica, 
Dominican Republic, El Salvador, Guatemala, Haiti, Honduras, Nicaragua, Paraguay). 
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Table 4 - Countries recognizing the PRC or the ROC in Latin America and the 
Caribbean in June 2017 

 Countries recognizing 
the PRC (China) 

Countries recognizing 
the ROC (Taiwan) 

Central 
America 

Mexico, Costa Rica, El Salvador*, 
Panama 

Belize (1989), Guatemala (1993), 
Honduras (1941), Nicaragua (1962-

1985; 1990) 

Caribbean 

Antigua & Barbuda, Bahamas, 
Barbados, Cuba, Dominica, Dominican 
Republic*, Grenada, Guyana, Jamaica, 

Suriname, Trinidad & Tobago 

Haiti (1956), St. Kitts & Nevis (1983), St. 
Lucia (1984-1997; 2007), St. Vincent & 

the Grenadines (1981) 

South 
America 

Argentina, Bolivia, Brazil, Chile, 
Colombia, Ecuador, Peru, Uruguay, 

Venezuela 
Paraguay (1957) 

*Countries that ceased diplomatic relations with ROC in 2018 
 
Source: Compiled by the author based on information from the Ministry of Foreign 
Relations of the Republic of China (Taiwan) website: http://www.mofa.gov.tw/ 
 

However, Taiwan can difficultly outspend mainland China, which admittedly uses the aid 

to impose its “One China policy”, rewarding countries that do not recognize Taiwan as a 

separate country (Taylor, 1998; Brautigam, 2008; Rich, 2009). In fact, as openly specified 

as one of the four “goals” of Chinese official policy toward Latin America and the 

Caribbean: 

 

The one China principle is the political basis for the establishment and 
development of relations between China and Latin American and Caribbean 
countries and regional organizations. The overwhelming majority of countries in 
the region are committed to the one China policy and the position of supporting 
China’s reunification and not having official ties or contacts with Taiwan. The 
Chinese Government appreciates such a stance. China is ready to establish and 
develop state-to-state relations with all Latin American and Caribbean countries 
based on the one China principle. (China's Policy Paper on Latin America and the 
Caribbean, 2008) 

 

Historically, nevertheless, China had a difficult time to establish diplomatic relations with 

LAC countries: in the 1950s and 1960s, due to the widespread anticommunism among 

LAC governments, only La Havana recognized the PRC (and even its relationship with 

Cuba was not easy due to Castro’s close ties with the URSS). In the 1970s, following 

Washington’s rapprochement with Beijing after the end of the Cultural Revolution, China 

adopted a more pragmatic stance in the region and several military regimes became closer 
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to China as a way to contrast Soviet influence. During the 1970s, Chile, Peru, Ecuador, 

Mexico, Argentina, Guyana, Jamaica, Trinidad and Tobago, Venezuela, Brazil, Suriname, 

Barbados, in chronological order, recognized the PRC, followed in the 1980s by 

Colombia, Antigua, Bolivia, Grenada, Nicaragua, and Uruguay. In 1988, Taiwan created 

the Overseas Economic Cooperation and Development Fund (renamed the International 

Economic Cooperation and International Development Fund in 1991) and, through the 

delivery of financial (loans and concessional loans) and technical aid (mostly in the 

primary sector), Taiwan achieved in the following years official diplomatic recognition 

by several Caribbean nations: Saint Vincent and the Grenadines, Dominica, Saint Kitts 

and Nevis, Saint Lucia, the Bahamas, Grenada, Belize and Nicaragua. Following 

Taiwan’s economic flourishing at the beginning of the 1990s, several important PRC’s 

diplomatic allies in LAC  (e.g. Argentina, Bolivia, Brazil, Chile, Mexico) opened in 

Taipei their respective “commercial representative offices”. Following Taiwan’s 

increased status in the region, Taipei started to participate from 1991 in the Summits of 

Central American Countries and encouraged Taiwanese enterprises to invest in the region 

to consolidate its political ties. After Taipei deposited 150 million USD into the Central 

American Bank for Economic Integration, Taiwan’s Central American allies supported 

its (unsuccessful) petition for ROC’s return to the UN in 1993 (Esteban, 2007). In 1998, 

Taipei created the Aid Fund for the Development of Central America and in the following 

years it strengthened its cooperation with Paraguay, its strongest diplomatic allied in 

South America. Furthermore, in 2006, it created the program “Study in Taiwan” to 

enhance the cultural and academic exchange with the region. As it can be noted, Taipei 

has taken the opportunity to create ties with smaller countries which are more in need of 

development assistance than larger countries with higher international projection, which 

in turn have a preference for the commercial and economic ties that Beijing can offer (Li, 

2005; Esteban, 2007). To counteract Taiwanese action, since 1997 Beijing has established 

the delivery of several aid packages to Central America and the Caribbean, which were 

followed by a change in recognition from Bahamas and Saint Lucia (1997, switching back 

to ROC in 2007), Dominica (2004) and Grenada (2005). When Costa Rica changed its 

recognition status to the PRC in 2007, China provided an extremely generous aid package 

that included a new soccer stadium (83 million USD), the purchase of government bonds 

(300 million USD), the construction of an highway and other public works, a joint venture 



67 

 

 

to develop the national petroleum refinery (1 billion USD), and a facilitated access to 

PRC markets for Costa Rican coffee and other products (Ellis, 2011, p.89). 

More recently in June 2017, in a major success for Chinese foreign relations, Panama (the 

most important country for Taipei in Central America, with diplomatic relations with the 

ROC since 1922), switched recognition to the PRC, the second greatest user of its channel, 

given that “an estimated 40 percent of all traffic going through the canal is tied to China 

in one way or another” (Ellis, 2009, p. 227). Recognition by Panama confirms the 

hypothesis that countries with higher socioeconomic development tend to recognize 

Beijing because they can benefit in a greater level from trade and financial relationship 

with the PRC. Finally, El Salvador (after Taipei refused to donate an “astronomical 

amount” of financial aid requested by San Salvador) and Dominican Republic 

(encouraged by loans and investments by Beijing amounting to US$3.1 billion) have been 

the latest countries in establishing relations with the Beijing, ceasing relations with the 

ROC in 2018 (see Table 1 above). In conclusion, Beijing’s decision to invests more 

resources into LAC region (in terms of development aid, investments, and trade relations) 

could prompt the remaining nine Taiwanese political allies to switch recognition in favor 

of China. While Chinese authorities have been cautious in this respect, largely due to the 

possible repercussions over its relations with the United States, in the last two decades 

Beijing assumed a more active stance and achieved several major diplomatic 

accomplishments, among which the most important is the recognition by Panama. 

 

In summary, while US hegemony over Latin America has been fading away, China has 

worked strenuously to build partnerships in the region, through trade, foreign direct 

investment and development assistance. Clearly, Beijing is still far from reaching 

Washington’s international political influence, but its action in the region in the last two 

decades has been more vigorous. For Washington, China’s advancement in the Western 

Hemisphere is not an immediate threat, but will undoubtedly accelerate Latin American 

process of emancipation from the US. Latin America will have to balance itself between 

China and US influence in a context in which international power relations are changing, 

and Latin America has the most to gain from its rediscovered foreign policy independence 

(Cerna, 2011). A successful Alliance of the Pacific could represent a counterbalance to 



68 

 

 

Mercosur’s protectionist tendencies; the risk is that free trade agreements could expose 

hidden political and economic incompatibilities. 

Chinese grand strategy towards Latin America includes four main goals: (1) the first is to 

promote South-South cooperation, securing strategic alliance with Latin America, 

through its Development Banks and its One Belt One Road initiative; (2) the second goal 

is to safeguard its energy and food needs acquiring primary products (China is the largest 

importer of agricultural products and of crude oil); (3) the third goal is to improve 

Beijing’s financial internationalization, expanding to the Americas the area of 

transactions conducted in RMB as part of the process of exchange rate liberalization, 

cultivating markets for Chinese exports; (4) finally, China’s fourth goal is to impose the 

One China policy in LAC and isolating Taiwan (Ellis, 2009; Hsiang, 2016). However, 

following the Chinese win-win doctrine, Latin America also fulfils its own strategic 

interests in its relationship with China, for three reasons: (1) creating export-led economic 

growth, (2) attracting investment in hydrocarbon exploration and development, and (3) 

counterbalancing the hegemony of the United States (Ellis, 2009; Hearn & León-

Manríquez, 2011). 

As mentioned in previous sections, Chinese aid has been considered as the most “rogue” 

aid among new donors (Naim, 2007; Pehnelt, 2007, p.8), since it is used to gain 

diplomatic and political support on the international scene, it is allocated in order to gain 

access to raw materials and natural resources and open new markets for its own 

manufactured products, and it is assigned to fragile and corrupt countries undermining 

the effort of western donors towards better governance and rule of law. However, aid 

from DAC and other emerging donors has also been found to be motivated by political 

self-interest; while all donors use aid to further their strategic interests, China is more 

open in stressing that its aid is favoring its own model of development and that it is aimed 

at mutual benefit. It is clear that Chinese cooperation with LAC does not follow the 

traditional rhetoric of giving aid on a humanitarian basis, but it privileges a South-South 

cooperation approach, based on the exchange of resources, technology, and knowledge 

between developing countries perceived as equals, and without obligations (since there is 

no colonial history among them). China’s commitment to such approach is underlined by 

the fact that the first time that Chinese Government has signed an agreement with a 

multilateral partner, the United Nations Development Programme (UNDP) in 2010, it has 
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been with the aim of strengthening South-South cooperation. As president Xi Jinping 

himself described it, while chairing a South-South meeting at the UN, South-South 

cooperation is “a great pioneering measure uniting the developing nations together for 

self-improvement, is featured by equality, mutual trust, mutual benefit, win-win result, 

solidarity and mutual assistance and can help developing nations pave a new path for 

development and prosperity” and “as the overall strength of developing nations improves, 

the South-South cooperation is set to play a bigger role in promoting the collective rise 

of developing countries”12. Indeed, the relationship between China and Latin America 

and the Caribbean in the past decades can indeed be described as a win-win relation: while 

Latin America needs Chinese foreign aid money and needs a buyer for its abundant raw 

materials, China needs natural resources and wants to enter developing markets to place 

its manufactured products.  As it has been suggested in the course of this document, LAC 

experimented both positive and negative impacts from Chinese foreign aid and bilateral 

trade. Positive impacts include an increased funding for a number of infrastructure project 

and increased trade revenues. However, negative impacts could potentially outweigh 

positive effects: the imbalances in the relationship and the fluctuations in the raw material 

demand and prices, show that China alone may not be enough to sustain the development 

of entire economies in the region, which risk falling in the “resource curse”. Chinese 

money also influences the stability and the transparency of the region: on the one hand, 

Chinese aid may help to sustain corrupt, unethical and inefficient regimes; on the other 

hand, it may also contribute to the stability of regimes more committed to democracy. As 

such, the tendencies of retrogression into undiversified and deindustrialized economies 

dependent on non-renewable raw resources and the increase of corruption prompted by 

Chinese unconditional aid and unbalanced trade, could undermine the efforts of 

traditional donors (i.e. World Bank and IMF) towards better governance in the region.   

Some authors are optimistic (Devlin, 2007; Toro, 2013) and hypothesize that Chinese aid 

and trade can sustain the development of Latin America and the Caribbean, providing 

economic growth, a strategic economic model and a strong trade partner. The World Bank 

                                                

 
12 Xi Jinping quotes are from “China's boost to South-South cooperation” by Martin Khor, published in 
SouthViews No. 119, 10 November 2015. 
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(De la Torre et al., 2011) supports the hypothesis of a sustained long-term economic 

growth “made in China” even after the 2008 economic crisis, assuming that Chinese 

growth is long-lasting and stable. In fact, the growing relation between China and LAC 

provides an historic opportunity to the region for unprecedented progress to rebalance its 

gaps in productivity, innovation, infrastructure, logistics, and capacity-building. 

Cooperation with China, in the context of the 2015-2019 Cooperation Plan, could lead to 

a rethinking of the regional industrial policy, leading to a greater processing of raw 

materials, better linked to manufacturing and services sectors, and fueling intraregional 

trade (Leiteritz, 2012). 

Others authors, on the contrary, have a more pessimistic approach, and maintain that 

Chinese unconditional aid and trade, while triggering short-term growths in Latin 

American economies, will not be able to sustain them in the long-term. Chinese “no-

strings attached” approach towards developing regions is detrimental of business’s best-

practices, human rights and good governance (Roett & Paz, 2008, Curran, 2016). 

Unconditional aid will continue to represent an alternative to conditional Western foreign 

aid, hindering governance reforms and allowing corruption and inefficiencies to survive, 

especially in resource rich countries. Furthermore, a concentration on raw resources 

combined with an increased competition from China in manufacturing markets could 

discourage innovative technologies and productivity, sparking fears of 

“deindustrialization” in the region, in particular in Brazil and Chile (Hearn & León-

Manríquez, 2011, p.246). The deceleration of Chinese economy (which “only” grew by 

a 7.3% in 2014, 6.9% in 2015, 6.7% in 2016, 6.9% in 2017) (World Bank Data, 2019), 

slowing down Chinese demand of raw materials and causing a drop in their price, 

intensifies doubts about long-term sustainability of the Sino-Latin American relationship.  
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Chapter 2. Methodological framework 

Quantifying Chinese aid to Latin America and the Caribbean - When conducting 

empirical research on Chinese aid budget allocation, the main operative problem is that 

the Chinese government declines to publish full information on its annual bilateral aid 

allocations (Maggiorelli, 2017, pp. 34-38). Hence, estimations of the total size of China’s 

aid flows vary considerably. Part of the variation is stemming from the different 

delimitations of which flows are considered as development aid and which are not. 

Estimates show that Chinese aid has rapidly increased during the past decade. The United 

Kingdom’s Department for International Development (DFID), estimates aid for Africa 

amounting to US$1.3-1.4 in 2006; professor Qi (2007) estimates that aid for Africa in 

2007 was worth US$1.05 billion, being US$1.38 China’s total aid budget for that year. 

Between 2000 and 2013, Chinese development finance datasets show 2,312 projects in 

50 countries, totaling $94.31 billion. According to the Financial Times’ estimates, China 

outperformed the World Bank as the world’s largest provider of overseas loans to 

developing countries through its China Development Bank and China Export-Import 

Bank, amounting to at least US$110 billion in 2009 and 2010.  

According to the Inter-American Dialogue database, during the sixth phase (2006-2016) 

China gave growing amounts of loans to the region (see Figure 17 below) covering 

different areas (in particular infrastructure, energy, and mining).  
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Figure 17 - Total amount of loans from China to Latin America and the Caribbean 
(2005-2016) 

 
Source: Compiled by the author based on data from Gallagher & Myers (2016) 

 

 

Venezuela is by far the country that has received the most loans from the PRC in the 

region, with 17 loans totaling $62,2 billion. Brazil was second, with ten loans totaling 

$36.8 billion, followed by Argentina (8 loans, $15.3 billion), Ecuador (13 loans, $17.4 

billion), and Bolivia (10 loans, $3.5 billion) (Gallagher & Myers, 2016). Figures for the 

period 2006-2016 are presented in Table 6 and Figure 18 below. 
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Figure 18 - Loans provided by China to countries of LAC (2006-2016) 

 
 

Table 5 - Loans provided by China to countries of Latin America and the 
Caribbean in the sixth phase of Chinese aid (2006-2016) 

Country Number of Loans Amount (USD millions) 
Venezuela  17 62,200 
Brazil  10 36,800 
Ecuador  13 17,400 
Argentina  8 15,300 
Bolivia  10 3,500 
Trinidad & Tobago  2 2,600 
Jamaica  10 1,800 
Mexico  1 1,000 
Costa Rica  1 395 
Barbados  1 170 
Guyana  1 130 
Bahamas  2 99 
Peru  1 50 

 

Source: Compiled by the author based on data from Gallagher & Myers (2016) 
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With the intention of silencing objections that China does not provide sufficient 

information on its aid program, the Chinese government published two White Papers on 

China’s Foreign Aid in 2011 and 2014 (State Council, 2011, 2014; Dreher & Fuchs, 2012). 

According to these official documents, China has provided aid to 161 countries until 2009, 

of which 123 developing countries received aid on a regular basis. This corresponds to 

256.29 billion yuan ($38.54 billion USD), of which 41.4% were provided as grants, 29.9% 

as interest-free loans, and 28.7% in the form of concessional loans (State Council, 2011). 

From 2010 to 2012, China provided assistance to 121 countries: 30 in Asia, 51 in Africa, 

9 in Oceania, 19 in Latin America and the Caribbean and 12 in Europe. China allocated 

a total of 89.34 billion yuan (14.41 billion U.S. dollars) for foreign assistance. Grants 

were 36.2 percent of the total assistance volume (32.32 billion yuan, 4.8 billion USD), 

interest-free loans were 8.1 percent of its foreign assistance volume (7.26 billion yuan, 

approximately 1 billion USD), concessional loans amounted to 55.7 percent of the total 

(49.76 billion yuan, 7 billion USD) in the same period (State Council, 2014). Still, it is 

not clear which financial flows are included in these calculations. Missing information 

on the degree of concessionality of Chinese loans makes it difficult to apply the definition 

of official development assistance (ODA) from the DAC 13 . For this reason, few 

econometric studies have verified the causal mechanisms behind Chinese aid with hard 

data, and speculative claims about foreign aid from China remain mostly unchallenged.  

AidData (Hawkins, 2010) provides project-level data for non-OECD suppliers of 

international development finance, such as China, Saudi Arabia, and Qatar, which do not 

publish their own project-level data. In particular, they have tracked Chinese development 

finance to African countries for 2000 thru 2012, and used these methods to create a 

detailed project-level database of official Chinese development finance flows to Africa 

from 2000 to 2012. This database includes more than 1,950 pledged, initiated, and 

completed projects, worth over $84 billion USD. Dreher & Fuchs (2012) make use of 

AidData and various other datasets covering 1956-2006, to empirically test to which 

                                                

 
13 Official Development Aid (ODA) is defined as concessional financial flows to developing countries that 
are provided by official agencies, with the objective to promote economic development and welfare and 
that contain a grant element of at least 25%. 
(http://www.oecd.org/dataoecd/26/14/26415658.PDF). 



75 

 

 

extent political and commercial interests shape China’s global aid allocation decisions. 

They estimate the determinants of China’s allocation of project aid, food aid, medical 

staff and total aid money to all developing countries, comparing its allocation decisions 

with traditional and other so-called emerging donors; these authors conclude that political 

considerations are an important determinant of global China’s allocation of aid and that 

it remains independent of democracy and governance in recipient countries. They also 

find no evidence that China’s aid allocation is dominated by natural resource endowments. 

 

The problem of aid volatility -  Another difficulty in doing econometric analysis of foreign 

aid is that global aid suffers great volatility: amounts of aid allocated each year, in general, 

vary substantially. Chinese aid is no exception, as shown by Figure 19, presenting a wide 

volatility in both the number of project completed and aid amounts. 

 
Figure 19 – Volatility of Chinese aid across time 

 
Source: Dreher & Fuchs (2011) 
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To address the problem of volatility, when conducting econometric research about 

foreign aid budget allocation, Gupta et al. (2006) recommend grouping foreign aid budget 

allocation and projects by phases, and not by single year. The drawbacks associated with 

this technique, clearly, are the problems linked to the reduction of the sample size (which 

makes more difficult to approximate the shape of the parent population, resulting in lower 

statistical power, inflated false discovery rate, inflated effect size estimation) (Button, 

Ioannidis, Mokrysz, Nosek, Flint, Robinson & Munafo, 2013; Colquhoun, 2014; 

Forstmeier, Wagenmakers & Parker, 2016; Lakens & Albers, 2018). Nevertheless, I 

decided to divide the database in historical phases for the following reasons: (a) to address 

the problem of aid volatility as suggested by Gupta et al (2006); (b) to better reflect the 

difference in the domestic and international context for each phase, as described in detail 

in paragraph 3.1 (titled “Six phases of Chinese aid to Latin America and the Caribbean”); 

(c) to ensure comparability with previous research with the same methodology (Dreher 

& Fuchs, 2012); (d) because, even dividing the database in historical phases, I am still 

able to reach a sufficiently large number of observations (n=891 for the number of 

projects, and n=746 for the aid amounts).   

After dividing the aid budget allocation along phases, it is possible to compare the relative 

importance of each region of the developing world for China foreign aid budget allocation 

in the six phases described in the first section, using datasets from Dreher and Fuchs 

(2012) and AidData (Hawkins, 2010). Conducting this exercise allows me to visually 

represent the relative importance of Latin America and the Caribbean across time, as 

compared to other developing regions. 
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Figure 20– Chinese aid to different developing regions (number of completed 
projects as % of total) 

 
 
As illustrated in Figure 20 above, Sub-Saharan Africa is constantly the greatest recipient 

of Chinese project aid, accounting for more than 40% of projects throughout all phases. 

East Asia and Pacific, important due to geographical proximity, is the second region most 

benefitted, in the first, fifth and sixth phases. Latin America and the Caribbean received 

less aid than both the Middle East and North Africa and South Asia in the first three 

phases, until the fall of Soviet Union. It is only after 1990 that China increased the relative 

number of projects in the LAC region, which is in line with those regions in the fourth, 

fifth and sixth phases, obtaining around 10% of total Chinese aid projects. Coming to the 

amounts of aid, as shown by Figure 21 below, we can see that the share of Chinese aid 

allocated to Latin America and Caribbean has passed from less than 5% to 20% of its 

total budget, and it is now comparable with the amount of aid received by Sub-Saharan 

Africa. These combined figures show that Chinese aid has a special focus on Sub-Saharan 

Africa, especially regarding the number of projects; nevertheless, it maintains a global 

outlook, providing substantial levels of aid to all developing regions. Looking at LAC in 
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particular, we can appreciate that while the share of aid projects remained substantially 

constant, the amount of aid provided has sharply increased in the last decade, reflecting 

the fact that greater attention is dedicated to the region, and bigger financial flows are 

dedicated by China to LAC, both in absolute terms and relative to the rest of the world. 

 

Figure 21 – Chinese aid to different developing regions (% of total budget) 

 
 

 

2.1 Statistical model 

Hypotheses specification - In this PhD thesis I use the data described in section 2.2 (and 

listed in Table 9 below) to empirically test various hypotheses about China’s aid 

allocation, as anticipated in the previous literature, confronting such hypotheses with hard 

data, identifying patterns, and comparing patterns of Chinese aid with patterns of DAC 

donors’ aid. Motivations for aid allocation by a donor, in general, are here presented as 

categorized in three broad groups; I will apply each category to the case of china. First, 

(i) foreign aid could depend on the need of the recipient country; second, (ii) the recipient 
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country’s institutional and policy characteristics could matter; and (iii) third, the donor 

country’s commercial and political gains could be a factor (Alesina & Dollar, 2000).  I 

summarize these three groups of motives in the three following tables, presented together 

with the four hypotheses I intend to submit to empirical test.  
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Table 6 – Motives of allocation of aid: need 

1) Poverty and under-development: foreign aid should depend on the need of the 
recipient (Alesina & Dollar, 2000). 
Hypothesis 1 Null hypothesis (H0) 

China’s aid allocation to Latin America and the Caribbean is 
independent of the recipient’s GDP level. 

Independent 
variables 

- GDP per capita in recipient countries 

Western 
donors 

Western donors should be giving more aid to poor countries 
(humanitarian aid, addressing poverty) 

China   
(Claims from 
literature) 

China uses its aid to reflect its “vision of itself as a responsible, 
significant power, quick to deliver humanitarian assistance.” 
(Brautigam, 2008, p.7) 
Rogue donors like China “couldn’t care less about the long-term 
well-being of the population of the countries they “aid”. (Naím, 
2007, p.95). 
China’s focus on infrastructure projects might foster developmental 
needs largely neglected by DAC donors (Brautigam, 2008). 

From their 
“own voice” 

China stressing the concept of “mutual benefit” in giving aid.  
Objective: “to help the recipient countries develop their national 
economies and bring about economic progress for both China and 
these countries” (Ministry of Commerce, 1985, p.413).  
Ministry of Commerce (1985, p.413) emphasizes that its aid 
projects play “a positive role in expanding the national economies 
of the recipient countries and improving the material and cultural 
life of the people in these countries.”  
The State Council underlines that Chinese aid allocation is based on 
the recipient’s need, declaring that China “sets great store by 
people’s living conditions and economic development of recipient 
countries, making great efforts to ensure its aid benefits as many 
needy people as possible” (State Council, 2011, p.6). 
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Table 7 – Motives of allocation of aid: Policies and institutions 

2) The characteristics of policies and institutions of recipient countries might matter 
(Alesina & Dollar, 2000). 
Hypothesis 2 Null hypothesis (H0) 

China’s aid allocation to Latin America and the Caribbean is 
independent of the regime type and institutional quality in the recipient 
countries. 
I expect Chinese aid to be unaffected by institutional characteristics of 
the recipient countries. 

Independent 
variables 
 

- Level of democracy in recipient countries 
- Level of corruption in recipient countries 
- Level of protection of Human Rights in recipient countries 

Western 
donors 

Detailed policy conditionality. Aid allocation by traditional donors is 
influenced by the recipient’s institutional and policy characteristics for 
several motives: 
i) donors may give aid as a tool to reward recipients who possess good 
institutions (Knack, 2004; Busse & Gröning, 2009; Öhler et al., 2012).  
ii) donors could follow a generalized credence that foreign aid has 
better results if given to recipients implementing economic best-
practices (Burnside & Dollar, 2000). 

China   
(Claims from 
literature) 

Chinese aid is not linked to conditions typically imposed by Western 
donors, such as good policies, democracy or respect for human rights. 
(Davies 2007).  
Chinese policies regarding foreign aid and foreign affairs are based on 
the principle of “non-interference”, not meddling in national affairs 
and always respecting national sovereignty of other countries (Davies, 
2007; Brautigam, 2008). 
China may focus on recipients with bad governance or authoritarian 
countries (Halper, 2010).  
An “Authoritarian nexus” with ALC may exist (Brand & al., 2015) 
China does not face the same obstacles as Western donors in providing 
aid to “unstable and problematic regions and rogue states” (Pehnelt, 
2007, p.8).   
China may donate more to fragile and failed states (Kaplinsky et al., 
2007) 

From their 
“own voice” 

The Ministry of Commerce (1990, p.63) declared that China practices 
“full respect for the recipient’s sovereignty, without attaching any 
conditions and not asking for any special privileges, which displayed 
the true spirit of sincere cooperation.”  
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Table 8 – Economic and political self-interests 

3) The donor’s commercial or political self-interests play a role (Alesina & Dollar 
2000).  
a) Economic/commercial interests 
Hypothesis 3a Null hypothesis (H0) 

Development aid from China to Latin America and the Caribbean is 
associated to domestic economic interests to a higher extent than 
development aid from traditional DAC donors. 

Independent 
variables 

- GDP per capita in recipient countries 
- Bilateral exports (exports from China to recipient country) 
- Oil exports dependency in recipient countries 

China   
(Claims from 
literature) 

Central aim of Chinese aid: to facilitate raw materials export to 
China. Among commercial self-interests the “insatiable needs” of 
Chinese economy for raw materials (especially hydrocarbons, 
mineral resources, and wood) is generally listed at the first place (e.g., 
Alden 2005; Tull 2006; Davies 2007; Naím 2007; Halper 2010).  
China’s provision of bilateral aid is led by the Ministry of Commerce, 
which indicates the relevance of commercial interests (Lammers, 
2007).  
China’s aid allocation to Sub-Saharan Africa and to Latin America 
are influenced by economic motives, led by raw materials extraction. 
Aid to Southeast Asian recipients, instead, is usually determined by 
strategic and diplomatic motives (Lum et al., 2009). 
Chinese aid also aims to enable lucrative investments and open 
access to new markets for its exports (Davies, 2007; Lum et al., 
2009).  
The fact that aid from China is “tied aid” indicates that aid is used to 
increase its opportunities for doing business (Pehnelt, 2007; Schüller 
et al., 2010).  

From their 
“own voice” 

The Ministry of Commerce (1999, p.75) openly concurred that, 
through foreign aid, Chinese “enterprises entered the markets of the 
developing countries very quickly and were welcomed by the 
governments and enterprises of these countries.” 

 
b) Political interests 
Hypothesis 3b Null hypothesis (H0) 

Development aid from China to Latin America and the Caribbean is 
associated to domestic political interests to a higher extent than 
development aid from traditional DAC donors. 

Independent 
variables 

- Taiwan recognition in recipient countries 
- UNGA voting by recipient countries 

China   
(Claims from 
literature) 

China uses foreign assistance as a reward to countries which do not 
hold diplomatic relations with Taiwan, as a way to enforce its “One-
China” agenda (Taylor, 1998; Brautigam, 2008).  
Nevertheless, China also provides foreign aid to recipients 
recognizing Taiwan (Davies, 2007). 
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China aims at building “coalitions to shield Beijing from Western 
criticism” (Tull, 2006, p.460). 

 

As mentioned above, since data on Chinese aid has a great volatility over time, I can 

assess if and how much China’s foreign aid allocation to 151 recipient countries around 

the world, and in Latin America and the Caribbean in particular, reflects the diverse 

expected patterns across the six historical periods outlined in section 3.1, as well as 

different patterns when compared to, first, all DAC donors, and, second, United States. 

Across all six historical periods, I expect Chinese behavior to reflect its non-interference 

principle (e.g. Chinese aid disbursement are allocated independently of the characteristics 

of the recipient’s regime, polices, and institutions). The allocation of China’s foreign aid 

to Latin America and the Caribbean is expected to be motivated by considerations relative 

to resource extraction, in a greater degree than the United States and traditional DAC 

donors; nevertheless, I also expect Chinese aid to be correlated to the recipient’s poverty 

and development needs, although in a lesser degree than the US and DAC donors. 

Relatively to the comparative historical aspect of my proposal, I expect economic motives 

be more important in Phase 3 (1979-89). Political influence is again expected to be 

significant in the fourth phase (1990-95), in a quest for gaining international diplomatic 

cooperation after the indecorous episode of Tiananmen Square, and to push its “One-

China” agenda regarding Taiwan. Finally, in Phase 5 (1996-2006) and Phase 6 (2007-

2016), commercial and market-oriented concerns are expected to be once again the most 

important factors for China’s allocation of aid to all recipients, both globally and to Latin 

America and the Caribbean. 

 

2.2 Empirical strategy and data 

Datasets used - I use a number of datasets on China’s aid allocation to perform this 

empirical analysis. (i) Primarily, I employ several databases on the total completed 

projects, collected principally from Bartke (1989), whose dataset gathered information 

on Chinese aid program from 1956 to 1987, from China Commerce Yearbook (CCY), 

covering 1990-2005 (Ministry of Commerce, 1984-2009). Additionally, I also use data 

collected in Aiddata datasets (Hawkins et al. 2010) covering the period from 2000 to 2012, 

which reports on ODA-like flows that meet the definition for Official Development 
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Assistance14. Since datasets overlap for the period from 2000 to 2005, and it is not known 

which data source is best suited, I also introduce a second variable (called projects_avg 

in the dataset) that consists in the average on number of Chinese projects for each phase 

from different sources (1956-2016). From the same dataset, I get data on Chinese Other 

Official Flows (OOF). 

(ii) Second, I use data on the amounts of Chinese foreign aid (in US$) allocated until the 

mid-1980s, gathered from several intelligence reports by the US CIA (1975-1984), from 

a report by the OECD (1987), and from Bartke’s dataset (1989), as consolidated by 

Dreher & Fuchs (2011). Those figures, which cover 1956-2016 (with the exception of the 

4th phase, 1990-1995), are found individually as well as averaged (in the variable 

aid_amount_avg). 

(iii) Third, I employ information on the total number of medical personnel sent by China 

to developing countries, likewise extracted from the China Commerce Yearbook, and 

from Dreher & Fuchs (2011). This variable is called “med_staff_ccy” in my own dataset.  

(iv) Fourth, I use a dataset on the amount of food aid allocated by China (Food Aid 

Information System by World Food Programme, 2011), which offers details the quantity 

of metric tons of grain equivalents delivered since 1988 by 108 donors, including China 

(I name such variable “food_aid_china_fais”) as compared with slightly different data 

from Dreher & Fuchs (2011) (whose corresponding name of variable is 

“food_aid_dreher”). 

  

                                                

 
14 As set forth by the Organization for Economic Cooperation and Development’s (OECD) Development 
Assistance Committee (DAC). The DAC definition of ODA is as follows: “grants or loans to developing 
countries and territories and to multilateral agencies which are: (a) undertaken by the official sector; (b) 
with promotion of economic development and welfare as the main objective; (c) at concessional financial 
terms (if a loan, having a grant element of at least 25 per cent). Includes financial flows and technical co-
operation.”  
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Table 9 – Datasets used, dependent variables 

Variable Datasets Obs 
1. Number of completed 

projects 
(as % of total), average 

Bartke (1989), CCY (Min. of 
Commerce, 1984, 2009), Dreher & 
Fuchs (2011), Aiddata (Hawkins et 
al., 2010) 

891 

2. Number of completed 
projects 
(as % of total) 

Aiddata (2017) 302 

3. Total aid amount 
(as % of total), average 

Bartke (1989), CIA (1975-1984), 
Dreher & Fuchs (2011), Aiddata 
(Hawkins et al., 2010) 

746 

4. Total aid amount 
(as % of total) 

Bartke (1989) 438 

5. Total aid amount 
(as % of total) 

CIA (1975-1984) 427 

6. Total aid amount 
(as % of total) 

OECD (1987) 296 

7. Total aid amount 
(as % of total) 

Aiddata (Hawkins et al., 2010) 302 

8. Medical staff 
(as % of total) 

CCY 302 

9. Food Aid (equivalent 
metric tons, % of total) 

Dreher et al. 296 

10. Food Aid in equivalent 
metric tons, % of total) 

FAIS 472 

 

In this work, I employ the data mentioned above to empirically put to test my hypotheses 

about China’s aid allocation, as foretold by the literature and resumed in section 3 above. 

First, I examine the allocation of Chinese foreign aid, between 1956 and 2016 divided in 

six historical. In this respect, I improve upon previous literature, which only covers five 

phases from 1956 to 2006 (Dreher & Fuchs, 2011), expanding the analysis by ten 

additional years from 2007 to 2016, consisting in the sixth phase of Chinese aid.  

Second, I observe 151 recipients, covering the 1956-2016 period, and compare Chinese 

allocation of aid amounts to the Official Development Aid from DAC donors and from 

the United States. In this aspect, I improve on previous literature, which covers only 132 

recipient countries and only covers 1996-2005 period (Dreher & Fuchs, 2011). Recipient 

countries considered in my analysis are those that were in the list of Official Development 
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Aid Recipients15 published by the OCDE DAC at the beginning of the 6th phase (2007-

2016). ODA Recipients list consist of all low and middle income countries, eligible to 

receive Official Development Aid, based on gross national income (GNI) per capita as 

published by the World Bank. OECD’s ODA Recipients list also includes some territories 

that are not an independent country, such as Tokelau and Wallis & Futuna in the Lower 

Middle Income group, and Anguilla, Mayotte, Montserrat, St. Helena and Turks & Caicos 

Islands in the Upper Middle Income group. The 2007 list also includes Saudi Arabia, 

which graduated from the ODA List in 2008 and it is now a High Income economy. 

Third, I divide the datasets according to the region of the recipient country, comparing 

the effects of aid determinants between six regions of the developing world, namely East 

Asia and Pacific Europe and Central Asia, Latin America and Caribbean, Middle East 

and North Africa, South Asia, and Sub-Saharan Africa, as determined by the World Bank 

(see the map in Figure 22 below). 

  

                                                

 
15 The 2006-2009 OECD DAC list of Official Development Aid Recipients is available at: 
https://www.oecd.org/dac/stats/documentupload/37954893.pdf accessed in August 2017. 
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Figure 22 - Regions of the Developing World (World Bank)  

 
Six World Bank regions represented here are organized according to geography. The seventh 
region (shown here in grey) is the High Income region, constituted by countries with a gross 

national income greater than USD 12,276 per capita in 2010. 
Source: Anand, Bitton & Gaziano (2013). 

 

Descriptive Statistics - My dataset consists of 906 observations and 38 variables. 

Complete list of variables and descriptions are available in Appendix 1. In Table 9 below 

I present my ten dependent variables, along with mean, standard deviation, minimum and 

maximum values.  
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Table 10 - Descriptive Statistics 

Variable Observations Mean Std. Dev. Min Max 

Completed Projects (Aiddata) 302 0.6387417 0.7014857 0 4.1 

Completed Projects (Average) 891 0.6672278 1.527487 0 23.3 

Aid Amount (Average) 746 0.6483914 1.657346 0 16.5 

Aid Amount (Bartke) 438 0.6851598 1.81034 0 16.2 

Aid Amount (CIA) 427 0.7025761 1.89648 0 14.5 

Aid Amount (OECD) 296 0.6793919 1.640033 0 10.2 

Aid Amount (AidData) 302 0.5976821 1.579886 0 16.5 

Medical Staff (CCY) 302 0.6609272 2.095509 0 17.5 

Food Aid (Dreher) 296 0.6807433 6.055725 0 96.8 

Food Aid (FAIS) 472 0.8470339 5.579869 0 74.4 

 

2.3 Econometric analysis: strategy, data, model, variables 

Empirical strategy and data used – In order to test the hypotheses specified in section 3, 

I look at four indicators of foreign aid (as explained above in section 3) and subsequently 

estimate the size of the total share of China’s aid budget that each one of 151 developing 

countries is allocated, as received in each one of the six historical phases of Chinese 

foreign aid program (described in detail in chapter 3). To be able to compare marginal 

effects over time, I use the share (%) of total aid budget allocated by China, keeping in 

mind that budget, number of projects and size of Chinese aid projects varies over time, 

and focusing on time periods that cover a different number of years each (phases do not 

have a fixed duration). Particularly, I analyze the following four types of indicators of 

Chinese aid: 

(1) quantity of Chinese aid projects, as collected by Bartke (1989), Dreher & Fuchs (2011), 

the Chinese Ministry of Commerce (1984-2009) and AidData (2017);  

(2a) China’s foreign aid amounts (in 2000 US dollars), as collected by Bartke (1989);  

(2b) China’s foreign aid amounts (in 2000 US dollars), as collected by CIA (1975-1984);  

(2c) China’s foreign aid amounts (in 2000 US dollars), as collected by OECD (1987, 

2017); 

(2d) China’s foreign aid amounts (in 2000 US dollars), as collected by AidData (2017); 
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(3) number of Chinese medical personnel dispatched to each recipient country, as 

reported by the Ministry of Commerce (1984-2009);  

(4) quantity of food aid deliveries, expressed in metric tons, as collected in the 

International Food Aid Information System (INTERFAIS) database, which is developed 

by World Food Programme (2017).  

 

Model of estimation used – In order to estimate the parameters of the models based on 

the observed set of values, in line with previous literature (Dreher & Fuchs, 2011), I use 

a Fractional Logit (FLOGIT) model. This model is preferable because, when estimating 

for the foreign aid share received by each recipient, takes in consideration that it uses 

result variables that are bounded, being restricted to take on values between 0 and 1 (for 

instance, no country could receive more than 100% of Chinese foreign aid, or less than 

0%). Doing so, the model accounts for an influence of the independent variable that is 

not constant, which could be misleading (such problem would surge, instead, using 

Ordinary Least Squares (OLS) regressions) (Molano, 2011); furthermore, FLOGIT model 

directly estimates a fractional response variable and as such it does not require any 

adjustment of the data. FLOGIT ensures that the predicted values are comprised between 

the unit interval, which is particularly appropriate in the case when the dependent variable 

includes many zeros (or ones) (Papke & Wooldridge, 1996), as it is in this case. 

My models are estimated by employing six cross-sections; every cross-section matches 

the corresponding of the six phases of Chinese aid program (as summarized in Chapter 

3). Estimating cross-sections (and not annual data) offers better results, since Chinese 

foreign aid flows present a strong volatility from year to year (as displayed by Figure 19 

above). Since I have aggregate variables, I cluster standard errors by recipient country to 

increase my confidence interval, allowing correlation between observations (assuming 

that there are clear factors that all aid allocation within a recipient country are exposed to, 

that vary between countries). 

My selected variables, thus, are not expected to explain the volatility of Chinese aid but 

are assumed to explain the share of foreign aid from China that an individual recipient 

country (in Regression Table 1) or a developing region (in Regression Table 2) received 

in average in a certain time period (Gupta et al., 2006; Dreher & Fuchs, 2011). Since my 

objective is to estimate the marginal influence of the independent variables in different 
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periods, cross-sections are not pooled but, instead, variable’s coefficients are free to 

variate in all cross-sections.  

 

Model used - Based on previous research (Dreher & Fuchs, 2012) with the purpose of 

comparability, I estimate the model below for every one of the four aid indicators 

(amounts of aid and number of projects allocated, number of medical personnel 

dispatched, and quantities of food aid delivered): 

 

E(aidshareit | xit) = G(xit βt) εit 

 

where G(.) stands for the logistic sigmoid function16; aidshareit is the expected value of 

the outcome variable, representing the share of Chinese total foreign aid received by 

country i in each historical phase t of Chinese aid program; xit is a vector that contains a 

series of independent variables relative to country i in phase t (including a constant), that 

are interacted with phase-specific dummy variables, in order to account for aggregate 

changes over time17; βt is a vector of unknown phase-specific parameters; and εit, finally, 

is the stochastic error term18. Based on previous research on foreign aid allocation (Dreher 

& Fuchs, 2011; Dreher et al. 2011), several possible determinants are included as 

independent variables, averaged in each of the six time periods considered. I describe 

them below. 

 

Control variables - When performing the regressions of my statistical study, I also control 

for a number of variables, in the attempt to reduce the effect of confounding variables. In 

other words, for all calculations made about the effect of the independent variable on the 

                                                

 
16 The logistic function is an equation that models how the probability p of an event may be affected by one 
or more explanatory variables. In other words, it explains the relationship between the explanatory variables 
and the outcome. 
17 As recommended by Wooldridge (2002, p. 129), Econometric Analysis of Cross Section and Panel Data. 
18 A stochastic error term is a term in a model, whereas residual errors are actually observed in the 
differences between data and model prediction. The stochastic error is related to population and residuals 
to sample but tested through residuals. In other words, residuals are estimates for errors. The four reasons 
for its existence are: 1. Omitted variable; 2. Measurement error; 3. Different functional form; 4. to account 
for purely randomness in the human behaviour. 
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dependent variable, control variables are held constant19. In the first place, I control for 

the distance from Beijing20 (using data from Mayer & Zignago, 2006) since it is likely 

that emerging donors like China give more aid to nations and regions in their geographical 

proximity. The distance value is “logged”, meaning that, rather than using the raw 

distance value, the logarithmic value is used (a standard statistical practice aimed to 

reduce the influence of particularly high, outlying values). In second place, since bigger 

countries require larger amounts of resources for their development needs, I also account 

for size of the recipient country, controlling for the population (which is, also, “logged”). 

Given that my dependent variables (e.g. Chinese aid and project allocation) are expressed 

as a percentage of total and not per capita, I expect aid levels to be greater for countries 

with larger population.  Thirdly, I control for the (also “logged”) GDP per capita, which 

is an indicator commonly used to express the recipient country’s development need. Such 

a variable has been proved to have an influence on the allocation of foreign aid (Fleck & 

Kilby, 2010). Following China’s official rhetoric, which claims that the disbursement of 

aid is depending on need of the recipient, in my regressions the effect of GDP per capita 

is expected to be negative, at conventional levels of significance. 

 

Independent variables - My principal measure for good governance is a variable for 

democracy from the Polity IV dataset of the University of Colorado, which covers all 

major, independent states from 1800 to 2015 providing annual assessments of regime 

characteristics; this database has been preferred rather than other datasets that consider 

democracy as a dichotomic variable (democracy=1; authoritarian regime=0) as in 

Cheibub et al. (2010). Instead, Polity IV presents a “spectrum of governing authority that 

spans from fully institutionalized autocracies through mixed, or incoherent, authority 

regimes (termed "anocracies") to fully institutionalized democracies” (Center for 

                                                

 
19 Any observed association between the independent variable and the dependent variable, in fact, could be 
due instead to these outside, spurious factors rather than indicating a true link between the variables of 
interest. Controlling for a variable means that, while looking at the effect of one variable, all other variable 
predictors are held constant.   
20 For example, Harmer & Cotterrell (2005) find that humanitarian aid by non-DAC donors is concentrated 
in neighbouring countries. See also Dreher et al. (2011). In my dataset, bilateral distances are computed as 
the average of the distance between the major cities of the two countries, which are weighted by the share 
of the city in the overall population, as defined in Mayer & Zignago (2006).  
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Systemic Peace, 2017), ranging from -10 (hereditary monarchy) to +10 (consolidated 

democracy).  

This variable is not expected to have a significant effect over Chinese foreign aid, since 

China claims to be guided by the principle of non-interference in other countries’ internal 

affairs. On the contrary, a negative influence of democracy on Chinese aid allocation 

would be expected in the case it was true that China prefers authoritarian regimes over 

democratic ones.  

To complement the analysis of the political internal characteristics of recipient countries, 

I will use two alternative variables to the levels of democracy: levels of corruption and 

levels of protection of human rights. First, regarding corruption I will use the Corruption 

Perceptions Index (CPI) by Transparency International, which ranks countries in terms 

of the level of perception of political and administrative aspects of corruption (bribery of 

public officials, kickbacks in public procurement, embezzlement of public funds, and the 

effectiveness of public sector anti-corruption efforts) (Transparency International, 2017). 

Second, to evaluate the effect of Human Rights protection on Chinese aid, I will use the 

Human Rights Protection Scores by Schnakenberg & Farris (2014), which estimate the 

level of governmental respect for Human Rights by 202 countries based on the CIRI 

Human Rights Dataset, which contains quantitative information annually from 1981-

2011. These datasets are specifically designed to “test theories about the causes and 

consequences of human rights violations”, and “to estimate the human rights effects of a 

wide variety of institutional changes and public policies including democratization, 

economic aid, military aid, structural adjustment, and humanitarian intervention” (CIRI, 

2014). Since I have only data on human rights after 1981, I do not include this variable 

in the main regressions, but I will conduct separate regressions just to test the effect of 

HHRR protection on Chinese aid. Following Chinese non-intervention policy in the 

internal affairs of other countries, I do not expect this alternative variable to have a 

significant effect on the amounts of ODA or other flows provided to Latin American and 

Caribbean countries. 

As previous literature indicates, a good proxy for political motives of a donor country is 

the voting behavior of recipient countries in the General Assembly of the UN (UNGA). 

In fact, several empirical studies have shown that recipients generally receive from donors 

more foreign aid, and with better conditions, if they have a friendlier political connection, 
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typically indicated by their coincidence in UNGA voting track record (Thacker, 1999; 

Alesina & Dollar, 2000; Barro & Lee, 2005; Kilby, 2009a, 2010, 2011). On the basis of 

UNGA data from Voeten & Merdzanovic’s (2009), I determine the frequency in which a 

recipient nation votes in agreement with the PRC. Such alignment can be either both 

countries voted yes or both countries voted no, both countries abstained, or both countries 

were absent. The number of aligned votes is divided by the quantity of ballots held in 

every year, and averaged by each one of the six historical phases of Chinese aid. Resulting 

number provides a number comprised between 0 and 1 which measures voting 

coincidence; for example, in Latin-American region during the 5th phase (1996-2005), 

average UNGA alignment with the People’s Republic of China oscillates from 16.8% 

(Nicaragua) to 98.8% (Peru). It is necessary to note that the Republic of China (Taiwan) 

held Chinese seat within United Nations bodies until 1971; therefore, the voting 

alignment data for the 1st phase (1956-1969) refers to the voting alignment with Taiwan. 

Consequently, I expect that countries that voted in alignment with Taipei to receive less 

aid from Beijing (PRC) in the first phase. On the contrary, after 1971, the People’s 

Republic of China has been holding the Chinese UN seat, while preventing recognition 

of Taiwan as a sovereign State and, thus, its membership in the UN system. Therefore, I 

expect sovereign nations voting in concordance with China in the UNGA to receive larger 

shares of aid from the People’s Republic of China after 1971. 

The recipient country observance to the “One-China policy” (a nation should not establish 

official diplomatic interactions with both the ROC and the PRC) could be important 

among the political factors influencing Chinese aid budget allocation. With the passing 

of time, the number of countries recognizing Taiwan is diminishing: while at the end of 

Phase Five there were 23 nations upholding diplomatic relations with the ROC, in 

September 2017 Taiwan was only recognized by 19 United Nations member states; today 

(as March 24, 2019), the number further decreased to 17 (as well as by the Holy See, 

which is not a UN full member but only an observer; Bhutan is the only UN member who 

does not recognize either ROC or PRC). Therefore, I create a categorical dummy variable 

coded with the “1” value if the country has recognized Taiwan for the majority of years 

in a time period, using online records provided by both the Ministry of Foreign Affairs of 

China (ROC) and Taiwan (PRC). 



94 

 

 

Coming to economic and commercial motives, I have included two variables: (i) the total 

amount of exports from China to each of the 151 developing countries, using information 

from the United Nations Commodity Trade Statistics Database (Comtrade, 2010). Since 

the literature claims that China allocates aid to improve access to developing markets 

(Davies, 2007; Lum et al., 2009) and to improve business opportunities (Pehnelt, 2007; 

Schüller et al., 2010), I include the level of Chinese exports, indicating the importance of 

a country as a market for Chinese manufactured goods, with the intent to account for the 

hypothesis that China may allocate larger shares of its aid to promote its exports. (ii) The 

average of recipient country’s exports of hydrocarbons in percentage of total exports, as 

reported in the World Development Indicators (World Bank, 2015). This variable is 

introduced with the intent to account for the hypothesis that foreign aid is employed by 

China to secure an easy access to raw materials (in particular hydrocarbons, which gives 

us an indication of the importance of Chinese focus on its energy needs when making 

decisions on its aid allocation).  All mentioned variables, along with their respective 

definitions and data sources are listed in Table 7 above. Table 9 reported descriptive 

statistics. 

 

Identification of variables to include or exclude in the statistic model - My generalized 

linear model is formulated by subject matter expertise, especially relying on previous 

research (i.e., it is not a good idea to use the data to tell us which data to use). Nevertheless, 

I will use General Linear Hypothesis (GLH) tests to construct a sensible taxonomy of 

fitted regression models. In the general model I will use all variables as referred in 

literature. In refined models I remove variables based on their significance (p < 0.5) and 

running assumption testing (removing highly collinear variables, removing 

multicollinearity, hetroscedacity test, residual test, etc.).  

 

Regressions and Tests conducted – Using STATA 13.0, I have performed nested, or 

multilevel, regressions for all six phases, meaning that I introduced variables for each 

individual phase and then I interacted them with a series of explanatory variables 

(mirroring specific regressions for the individual phases, instead of performing 

regressions for each period and then performing a comparison of the individual result). 

Multilevel regressions are particularly appropriate for research designs where data are 
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organized at more than one level (e.g. “nested data”; in my case, it means that individual 

data are organized on a higher contextual/aggregate level by time series, 6 phases, and by 

geographical region, 6 developing regions). Through nested regressions, is possible to 

analyze marginal effects without the assumptions of homogeneity of regression slopes.   
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Chapter 3. Chinese aid: differences across historical phases and across regions  

In the first part of this chapter, I explore the historical development of Chinese foreign 

aid policies across time, describing the evolution of Chinese approach to international 

cooperation and the provision of foreign aid to developing countries, focusing particularly 

on the evolving characteristics and main strategic interests that may be influencing 

Chinese relations with Latin-America and the Caribbean. In fact, Chinese foreign policy 

has been widely changing across the decades, and, as a consequence, the different 

determinants of Chinese aid (as hypothesized in the first chapters of this work) may have 

been contributing in a different degree of importance in each time period to the 

determination of Chinese foreign aid budget allocation. Therefore, in the second part of 

this chapter I perform an econometric analysis that describes the differences among 

historical phases of Chinese aid, resulting from the multilevel regressions between the 

amounts of aid provided in each phase (dependent variable), and the data related to 

determinants of aid budget allocation as collected in each phase (independent variables). 

This will allow me to enter the dialogue with existing literature, providing evidence for 

(or disproving) the hypothesis formulated within the body of study on the subject of 

Chinese foreign aid. 

 

3.1. Six phases of Chinese aid to Latin America and the Caribbean 

After the Chinese Communist Party took control of mainland China, following the defeat 

and resettlement of the Nationalist Party to Taiwan, the People’s Republic of China 

started delivering foreign aid to developing nations in 1950, by providing aid assistance 

to North Korea.  Following the 1956 Bandung Asian-African Conference in Indonesia, 

China extended its aid (consisting of donations and interest-free loans) to non-Communist 

countries, such as Cambodia, Egypt and Nepal (Bartke, 1989). Since then, six phases in 

China's aid delivery can be identified (Maggiorelli, 2017, pp. 30-34). I summarize them 

below. 

i) The first phase of Chinese aid (1956-1969) had been primarily motivated by 

political/ideological considerations. Indeed, China backed the independence movements 

of African countries, and had used foreign aid to sustain the struggle versus colonial 

powers (Davies, 2007). On the other hand, the founding principles of Chinese aid 

provision emphasized the self-sufficiency of recipient nations, as well as mutual benefit 
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(Bartke, 1989; Dreher & Fuchs, 2012); such doctrine was formalized in 1964 in the “Eight 

Principles for Economic Aid and Technical Assistance to Other Countries” (State Council, 

2011). Latin American countries were reluctant to establish diplomatic relations with the 

People’s Republic of China in Beijing, recognizing instead the Republic of China in 

Taiwan as the legitimate government of the Chinese people (Hearn & León-Manríquez, 

2011, p.6). Between the 1950s and 1970s, in fact, Latin American governments were 

steadily anti-communist and pro-Washington, with the only exception of Cuba; as such, 

Cuba was the only Latin American nation to establish formal diplomatic relations with 

China and to receive its assistance. From 1959 (when Castro took power in Cuba) to 1965, 

both countries signed two five-year agreements and several annual trade agreements 

under which China pledged to support Cuba through preferential trade policies, interest-

free loans and material assistance, among others (State Council, 2011).  

ii) The 9th Congress of Chinese Communist Party, held in 1969, is understood to be the 

beginning of the second phase (1970-1978) of Chinese aid; since then, the quantity of aid 

provided increased, in agreement with Chairman Mao Zedong's strategy of assuming 

political guidance of the Third World. Such strategy included the promotion and 

formation “of Maoist factions in the Communist parties of Bolivia, Brazil, Colombia, 

Peru, and others” (Hearn & León-Manríquez, 2011, p.8). Chinese attempts to spread 

communist revolutions in the region declined in the late 1970s, when negotiations with 

Nixon’s presidency in the United States led China to seek more friendly diplomatic ties 

with developing countries (Hearn & León-Manríquez, 2011, p.9). In accordance with the 

claim of increased international recognition, in 1971 China substituted Taiwan in the UN 

Security Council; supposedly, the flows of aid to the African countries guaranteed the 

necessary support to obtain this position (Davies, 2007). Following the demise of 

Communist Party Vice-President Lin Biao in 1973, nevertheless, foreign aid was 

compressed under the leadership of Premier Zhou Enlai (Bartke, 1989; Dreher & Fuchs, 

2012). However, the 1970s were marked by an increase in the number of countries that 

established diplomatic relations with China, as did the recipients of Chinese aid in the 

LAC region, including Chile, Peru, Guyana, Jamaica, and others. According to treaties 

signed between China and these countries, the Asian country offered loans without 

interest for cooperation in sectors such as agriculture and textiles. In addition, the Chinese 

Red Cross provided financial assistance on numerous occasions to Nicaragua, Honduras 
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and Guatemala in Central America to alleviate the aftermath of natural disasters (State 

Council, 2011). 

iii) The third phase (1979-89) of Chinese aid began after the deaths of Mao Zedong and 

Zhou Enlai in 1976, when Deng Xiaoping assumed the direction of the Communist Party 

of China in 1978. The new leader implemented more pragmatic decisions about its foreign 

policy (including revised aid policies) and China opened its doors to the West. The 

economic reform package (called "reform and opening up") began to introduce market 

principles, as well as gradually granting access to the Chinese economy to foreign capital 

investment and international trade. Economic concerns started to be more significant for 

decisions on foreign aid budget allocation, and China started to form stronger 

relationships with developing regions. Assistance to Latin America was characterized by 

numerous small-scale individual projects, and "mutually advantageous" programs were 

promoted (OECD, 1987). China began to foster South-South cooperation, as well as 

economic and technological cooperation, both guided by the principles of equality, 

mutual benefit, effectiveness, diversification and common development (State Council, 

2011). Although Chinese aid had initially offered aid in the form of subsidies or long-

term credits without interest, the conditions in the 1980s became stricter yet still 

advantageous for Latin American countries, which in turn started their own process of 

opening their economies to the global market. It was during this decade that China gave 

a new focus to its foreign aid, emphasizing the improvement and maintaining of existing 

programs (Bartke, 1989; Dreher & Fuchs, 2012). 

iv) The fourth phase (1990-1995) began following the Tiananmen Square episode in 1989, 

when China energetically pursued diplomatic support and considerably boosted its 

foreign aid. In particular, aid to African nations increased (Taylor, 1998; Brautigam, 2008, 

2010; Dreher & Fuchs, 2012).  In Africa, indeed, responses to the slaughter were 

substantially milder compared to reactions from the West, to the extent that some African 

countries were even supportive of the actions undertaken (Taylor, 1998). As Taylor puts 

it (1998, p.450), such aid policies were a “quick and comparatively cheap way by which 

Beijing could reward those countries that had stood by China” during the crisis, in 

addition to strengthening relationships. On the other hand, in the late 1980s China 

strengthened its "checkbook diplomacy", as a reaction to Taiwan's transition to 

democracy, which led to an increased recognition to the ROC; in fact, seven countries 
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(Belize, Guinea-Bissau, Nicaragua, Bahamas, Grenada, Liberia, and Lesotho) switched 

back their diplomatic recognition to Taiwan. Such a rivalry produced sort of a “bidding 

war” in which offers of aid by both sides escalated (Brautigam, 2010, p.11; Rich, 

2009).  Additionally, after the fall of the Soviet Union in 1990, Chinese international 

relations became less ideological (Hearn & León-Manríquez, 2011, p.12). The literature 

stresses the importance of economic considerations, which have increasingly become 

China's predominant aid strategy (Davies, 2007; Pehnelt, 2007). In fact, Chinese planners 

were conscious that the scarcity of resources, mainly in domestic energy, could rapidly 

hinder domestic production; to counter that, they operated “to position the country to 

overcome that challenge” (Brautigam, 2008, p.11). Specifically, foreign aid 

restructurings of 1995 headed towards market-oriented attitudes and highlighted the 

connection between aid, commerce and investment (Brautigam, 2009; Dreher & Fuchs, 

2012).  

v) Following this market-oriented reform, China's aid activities entered an entirely 

different period compared to earlier stages (Kobayashi, 2008, p.7; Dreher & Fuchs, 2012), 

thus constituting the beginning for the fifth phase (1996-2005). The central objective of 

the reorganization was to increase the modes of delivery of foreign financing to 

developing nations. Apart of donations and interest-free credits (flexible and rapid 

financing forms), China also conceded preferential loans with subsidized interest, 

together with joint ventures and participation in comprehensive international cooperation 

projects and programs. China announced a twofold increase in its aid effort to Africa in 

order to "achieve the goal of mutual benefit and win-win between China and African 

countries" (Ministry of Commerce, 2007, p.416). At the turn of the new century, China 

underwent enormous development and became one of the most important economies in 

the world; it also increased the assistance it provides to Latin America, both in the number 

of receiving countries and in the amount disbursed. In 2004, the Forum for Economic and 

Trade Cooperation between China and the region is established. 

vi) The most recent era for China's aid program allegedly began in 2006, with China 

announcing a "new strategic partnership" in the context of the Forum of China-Africa 

Cooperation (FOCAC), when President Hu Jintao proclaimed the creation of the China-

Africa Development Fund to advance Chinese investment in Africa with US$1 billion, 

expected to grow to US$5 billion, as well as announcing to double its aid effort to Africa 
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from 2006 to 2009, with the aim of achieving the goal of mutual benefit and win-

win between the PRC and African nations (Ministry of Commerce, 2009, p.416).  

The growing importance of the links between China and Latin America and the Caribbean 

can be identified in six milestones during the most recent phase (2006-2016) (CEPAL, 

2015, p.6). The first one is the publication in 2008 of the White Book on foreign relations 

between China and the region, a policy paper in which China exhibited at various points 

the orientation of their aid policies and development of bilateral relations, and explained 

its preliminary plans21. A second milestone is the 2012 proposition by Premier Wen 

Jiabao, during a visit to the ECLAC (UN Economic Commission for Latin America and 

the Caribbean), to strengthen political, economic and cooperation relations between 

China and LAC. A third turning point is the ambitious cooperation framework for 2015-

2019, generally known as “1+3+6”, which was proposed in 2014 in Brazil at the first 

Summit of Leaders of China and LAC by President Xi Jinping. In this plan, “1” stands 

for “one plan”, referring to the 2015-2019 comprehensive plan, aimed at achieving 

inclusive growth and sustainable development; “3” stands for “three engines”, indicating 

the promotion of cooperation through trade, investment and financial co-operation; “6”, 

finally, stands for “six fields”, which refer to fostering industry connection in six co-

operation priorities (energy and resources, infrastructure construction, agriculture, 

manufacturing, scientific and technological innovation, and information technologies). 

The fourth milestone is the joint adoption of the Cooperation Plan 2015-2019, at the First 

Ministerial Meeting of the CELAC22-China Forum, held in Beijing in 2015 (as described 

                                                

 
21 In the first Paper on China's policy towards Latin America and the Caribbean, the following preliminary 
plans are explicated in five points: (1) Continue to provide economic and technological assistance without 
imposing any political conditions and gradually increasing aid to the best of its ability, according to the 
needs of Latin American countries. (2) Actively explore with relevant countries ways to resolve their 
external debt problems with China in the context of policies on debt reduction and debt elimination. (3) 
Strongly respond to requests from Latin American countries when urgent situations of humanitarian crisis 
arise and promote and support the exchange and cooperation between non-governmental organizations in 
China and the Latin American region. (4) Implement technological training programs in the agricultural, 
energy, health and environmental protection sectors; Provide technological services and increase the 
number of government grants. (5) Actively promote medical and health cooperation with Latin American 
countries, continuing to send medical teams with the appropriate materials and medicines to improve 
medical facilities in the recipient countries (Ministry of Foreign Affairs, 2008). 
22 The CELAC, Community of Latin American and Caribbean States (Spanish: Comunidad de Estados 
Latinoamericanos y Caribeños), is a representative bloc instituted in 2011 for the purpose of coordination, 
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in Chapter 1). The fifth breakthrough is the nine-day grand tour of official visits by Prime 

Minister Li Keqiang to Latin America (Brazil, Chile, Colombia, Peru and, finally, to 

ECLAC headquarters in Santiago) in 2015, where he made clear that, despite decelerating 

growth on both sides of the Pacific, China will be contributing much more to the region 

in the forthcoming years, allocating many more billions and promising the construction 

of a trans-Amazon railway connecting Peru and Brazil, to enable China to cheaply import 

Brazilian iron and soy (CEPAL, 2015). Finally, the most recent milestone would be the 

incorporation of LAC region in the One Belt One Road Initiative, announced during the 

Second China-CELAC meeting in 2018. 

Regarding specifically the Caribbean nations, at the II Forum on Economic and Trade 

Cooperation between China and Caribbean held in 2007, China defined its proposal on 

the assistance it would provide in the following three years to the countries of the region 

with whom it maintains friendly relations. This proposal included granting preferential 

loans worth 4,000 million yuan (more than 526 million 2007 USD), conducting training 

programs for 2,000 people and sending agricultural experts, Chinese language teachers 

and medical teams to the region. After that, China has been actively executing the aid 

measures to Caribbean nations revealed at the III China-Caribbean Economic and Trade 

Cooperation Forum held in 2011. By the end of 2012, under such framework, China had 

delivered concessional loans (totaling 3 billion yuan, 450 million USD) to the Caribbean 

countries, primarily for the construction of infrastructure projects. Meanwhile, China 

trained over 500 officials and technical staff for the Caribbean countries, and held training 

courses for these countries, to establish earthquake and tsunami early warning and 

monitoring systems. China also built schools in Antigua & Barbuda and Dominica, sent 

medical teams and trained local medical staff in Dominica, and completed technical 

cooperation projects in agriculture and fishery in Dominica, Grenada and Cuba (State 

Council, 2014).   

 

                                                

 
harmonization and deepening of Latin American integration, consisting of 33 sovereign countries in the 
region. 
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Types of aid - Beginning in the 1990s, the reform of methods for providing aid to the 

outside world was deepened, diversifying and making them more flexible. The types of 

aid provided by China to the countries of Latin America and the Caribbean can be divided 

into six types: (i) humanitarian assistance, (ii) free material assistance, (iii) preferential 

loans, (iv) infrastructure construction, (v) vocational training programs and (vi) support 

to local organizations (Maggiorelli, 2017, pp. 39-40). They are summarized below: 

i) First, humanitarian assistance was rapidly developed in emergency situations. China 

provided timely assistance, both financially and through donations/shipments of medical 

equipment, among others. Between 2003 and 2010, according to Chinese State Council, 

China has provided this type of assistance on more than 30 occasions to countries in Latin 

America and the Caribbean, including Cuba, Costa Rica, Mexico, Peru, Chile and Haiti. 

Of these, and despite having not yet established formal diplomatic relations with China, 

Haiti was conceded 93 million yuan (approximately 13.7 million 2010 USD) after the 

devastating earthquake of 2010 (State Council, 2011). In 2012, China helped Cuba to 

relief the consequences of hurricane Sandy, providing 100 tons of humanitarian aid (State 

Council, 2014) 

ii) There has also been a significant increase in free material assistance. According to 

official data, in the 1990s, China made over 30 donations of industrial supplies, such as 

bicycles, agricultural and/or medical equipment, among others; between 2000 and 2008, 

this type of aid has multiplied, registering almost 50 donations, including 

telecommunications equipment, office supplies, cultural and sporting goods, and others, 

with an increasingly high technological content (State Council, 2011). Between 2010 and 

2012, under the Strengthening Environmental Protection program addressing climate 

change, China donated energy-efficient products to the Caribbean island of Grenada 

(State Council, 2014). 

iii) Preferential loans play a predominant role in foreign aid. Prior to 1995, China's 

assistance to Latin America consisted primarily of interest-free loans. Since the end of 

the 1990s, especially between 2003 and 2008, aid has been extended to preferential loans 

which has been granted on 23 occasions to 11 countries, including the Bahamas, Guyana, 

Suriname and Bolivia. As for the reduction and elimination of foreign debt, in 2006 China 

cancelled all the debts of Guyana (which had expired at the end of 2004) and two debts 

of Bolivia (which were due to expire in 2007) (State Council, 2011). 
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iv) Fourth, between 2003 and 2008, China has carried out several infrastructure 

construction projects in Latin America. Among the more than 40 works of this type 

carried out in 15 countries (such as Cuba, the Bahamas or Granada), the projects that 

stand out the most are the stadiums, convention centers, highways, hydroelectric power 

stations, hospitals and agricultural production centers (State Council, 2011). By 2012, 

China had offered concessional loans for the construction of infrastructure projects in the 

Caribbean nations, totaling 3 billion yuan (450 million USD) (State Council, 2014). 

v) Vocational training programs have also increased, becoming an important element of 

China's external assistance to Latin America and the Caribbean, focusing on sectors such 

as agriculture, mining, trade and administration. The implementation of these training 

programs has been accompanied by the participation of many young Chinese volunteers 

to provide assistance in diverse fields such as education, agriculture and medicine (State 

Council, 2011). 

vi) Sixth and last, China has begun to provide assistance to local Latin American 

organizations: between 1998 and 2002, China made numerous donations to the Caribbean 

Development Bank; in July 2005, they donated computer equipment to the secretariat of 

the Andean Community; between 2005 and 2009, a $ 2million USD grant established the 

China-Organization of American States (OAS) fund; finally, in January 2009 China 

donated $350 USD million to the Inter-American Development Bank to support 

economic development and poverty reduction in Latin America and the Caribbean (State 

Council, 2011). 

 

3.2. Data Results 

The results of my empirical tests are displayed in Annex 1, Table from 1 to 4. Regression 

Table 1 displays the marginal effects of each independent variable in each one of the six 

historical periods of Chinese aid program23 (as described in Section 3.1 above in this 

Chapter). Regression Table 2 displays the marginal effects of each independent variable 

in the six geographical regions of the developing world, as identified by the World Bank. 

                                                

 
23 Note that comparisons of the first three phases with phase 5 and 6 need to be interpreted with caution as 
I draw data from two different data sources, in line with Dreher et al. (2011). 
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In the first column, based on 891 observations, I report the average share of the total 

number of aid projects completed in each of 151 recipient countries; columns from 2 to 

10 replicate the same analysis, employing a series of alternative result variables (aid 

amount, medical staff, food aid) from different sources; the results, in general, are aligned 

with those of the first column. To simplify the discussion, I sometimes refer to the 

estimates as “effects,” nevertheless is important to remember that regression results (the 

estimates) not necessarily indicate causal effects. 

 

Distance from China - As column 1 of Regression Table 1 reports, the percentage of 

Chinese aid projects allocated to a recipient country is not always correlated to its physical 

distance from Beijing, except in the first (1956-1969) and fifth phase (1996-2006), when 

the number of aid projects completed decreased with greater geographical distance from 

China; observing the fifth phase, physical distance was less important for the number of 

projects than in earlier phases.   

Distance from Beijing apparently is sometimes relevant to the portion of Chinese aid 

budget that a recipient nation is allocated: in the third, fourth and fifth phases of Chinese 

aid the relationship between the amount of aid and the distance is statistically significant 

with a negative coefficient (at the 1% level of confidence), meaning that, across all 

nations, those that countries that are farther from China receive less aid, being the effect 

stronger in earlier phases. This may reveal that Chinese international cooperation, in the 

twelfth century, concentrated its efforts towards nearer countries, as it often the case for 

emerging donors (Harmer & Cotterrell, 2005; Dreher et al., 2011). Nevertheless, in the 

last decade, China started to focus beyond its neighbours, becoming a true global donor. 

My result is coherent to those of Dreher & Fuchs (2011), who found that China, having 

global ambitions, seems to clearly behave differently than the other (smaller) emerging 

donors. 

From OECD data on Chinese aid (in column 4), it emerges that in the two historical 

periods where information is available the coefficients are not significant at conventional 

levels. Food aid data from Dreher & Fuchs (2011) in column 10 also gives not significant 

results, while, using food aid data from FAIS, distant countries seem to have received 

more food aid than closer countries in the fifth phase. The same relationship is found 

regarding medical personnel. As column 8 indicates, more medical staff was dispatched 
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to recipients that are located distantly in the fifth phase, being data significant at the 1% 

level of confidence. To summarize, as it is reflected by the distribution of data represented 

in Figure 23 below, my tests seem to indicate that for most of its history China allocated 

greater shares of its aid to recipients that are located in the proximity of Beijing, which is 

somehow in line with the literature’s findings for other non-DAC donors (Dreher et al., 

2011). My empirical results, though, are not consistent across all phases, being the effect 

of distance stronger between 1979-1989 and 1996-2006. The effect is reversed in the last 

phase (2008-2016).  

 

Figure 23 - Chinese aid to all recipients vs Distance from China 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 
Regarding the distance between China and Latin-American and Caribbean nations (being 

Mexico the closest country to Beijing and Argentina the farthest) I do not find a strong 

correlation between these two variables. On the contrary, as it is shown by Figure 24 

below, between 1970 and 1978 farther countries in LAC region received more aid than 
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closer countries. When controlling for all other factors, in the last two phases China 

allocated more aid amounts to Latin-American and Caribbean countries there are farther 

from Beijing (within the 1% confidence interval). 

 

Figure 24 - Chinese aid to LAC vs Distance from China 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Population – With regards to population, I find that the number of Chinese aid projects 

completed in a recipient country (Table 1, Column 1) has been affected by population 

size during the first and third phases (at the one percent level of significance) and in the 

second and fifth phase (at the ten percent level). I find that, in the first three historical 

phases, population size was a more significant determinant of Chinese aid projects 

allocation than in the fifth phase. Such a result is not unexpected, given that my dependent 

variables, in line with previous literature, do not use a per-capita denomination. This may 

be due to the interest of donors to provide aid to a maximum number of countries for 
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strategic and diplomatic reasons (as suggested by Dollar, 2000) and not to a maximum 

number of people as a pure humanitarian motive would suggest.  

The influence of population on aid amounts is significant (at the 99% level of confidence) 

in the first and second phases, being the effect negative in the second and fourth phases 

using data from Bartke (Column 5), CIA (Column 6) OECD (Column 7). When 

controlling for all other factor, correlation is positive (with a 1% confidence interval) in 

the last phase, which has AidData as a source (Column 4), meaning that, worldwide, more 

populous countries were allocated a larger share of Chinese aid budget. Data distribution 

is visualized in Figure 25 below.  

 

Figure 25- Chinese aid to all recipients vs Recipient's Population 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Regarding Latin America and the Caribbean, I also do not find that larger countries in 

terms of population receive more aid amounts from China. The correlation between aid 
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to LAC and population size is relevant in the last two phases (with a 99% level of 

confidence) and has a negative coefficient, confirming that populous countries (like 

Brazil and Mexico) receive proportionally less aid, while countries with small 

populations such as Cuba (in the sixth phase), or Guyana, Grenada and Jamaica (in the 

fifth phase) are receiving more aid. Data distribution is visualized in Figure 26 below. 

 
Figure 26 - Chinese aid to LAC vs Recipient's Population 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Comparing the results for Latin America and the Caribbean with those from other regions, 

when considering Chinese aid across all phases, my data show that the amount of 

population of the recipient country has a positive relation in East Asia and Pacific and 

Middle East and North Africa, while it has a negative effect in the rest of the world. The 

statistical effect is significant in all regions (with a 99% of confidence, except for Sub-

Saharan Africa where the confidence is 95%). This allows us to say that the humanitarian 

motive (more aid to more populous countries) appears to be present in those two regions, 
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while in the rest of the world China seems to be seeking a more widespread presence 

(more countries receiving aid, with smaller countries receiving more aid per capita). 

When considering only the most recent phase, only Sub-Saharan Africa keeps presenting 

a positive coefficient (1.34716, with 0.01 level of significance) while the rest of the world 

presents a negative coefficient, which could mean that Chinese interest is aimed at 

augmenting its presence in a large number of countries in rest of the world, while 

expanding its aid per capita in Sub-Saharan Africa. 

 

Need of recipient – Poverty and under-development are listed by previous literature 

among the determinants of foreign aid from all donors: foreign aid should depend on the 

need of the recipient (Alesina & Dollar, 2000). In fact, Chinese government claims to put 

great efforts to ensure its aid benefits as many needy people as possible (State Council, 

2011, p.6). Regarding the literature, on the one hand some authors confirm that China 

actually uses its aid in a responsible manner to deliver humanitarian assistance 

(Brautigam, 2008, p.7) and that its focus on infrastructure projects addresses 

developmental needs largely neglected by DAC donors (ibid.); on the other hand, other 

authors accuse China of being a “rogue donor”, insensitive to the long-term well-being 

of the recipient population (Naím, 2007, p.95; Pehnelt, 2007, p.8). Putting to empirical 

test the need orientation of Chinese aid projects, my data show that the need of the 

recipient country indeed affects the allocation of the number of projects by China. 

Particularly, countries with a greater GDP per capita receive a smaller share of projects 

from China (with the 1% level of confidence) in phases two, three and five.  

Turning to China’s budget allocation, I find that a bigger share of aid money goes to richer 

countries in three of the earlier specifications (phase 2, 3 and 4) out of six. In the latest 

two phases, as expected, marginal effects are all negative (and significant at conventional 

levels only in the fifth phase), meaning that from 1996 to 2007 China donated worldwide 

to countries that are indeed relatively poorer. The distribution of data is shown below in 

Figure 27.  
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Figure 27 - Chinese aid to all recipients vs. GDP per capita 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Moreover, fewer medical personnel are sent to richer countries (statistically significant at 

conventional levels in the third and fourth phase – see column 8), and richer countries 

also receive less food aid (significant in the fourth and fifth phase – columns 9 and 10). 

Therefore, my test results regarding the need of the recipient are in agreement with CIA 

(1980), Brautigam (2008), and Dreher et al. (2011), who underline that global aid 

allocation by China takes into account the relative poverty of the recipient, allocating 

more projects and more aid amount to poorer countries, even though recent phases appear 

to reverse the trend.  
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Turning to the regional analysis of LAC region (contained in the second Regression table, 

Annex 1 Table 2), it can be observed how (using AidData information in column 2) the 

effect of need on Chinese aid in Latin American and Caribbean nations seems to be 

reversed in the second and sixth phase: more aid projects are received by countries that 

are richer in terms of GDP per capita (see Figure 28 below for the distribution of data); 

larger aid amounts are instead provided to poorer countries, being the negative marginal 

effect significant at convectional levels in the fifth and sixth phases.  

 

Figure 28 - Chinese aid to LAC vs. GDP per capita 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

In sum, my test results at the LAC regional level seem to show that poverty and under-

development are not among the determinants of Chinese aid to Latin America and the 

Caribbean, and are in line with the claim by Chinese Government officials that Chinese 

aid to the region follows the guiding principle of “mutual benefit”. In the following 
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sections, then, it is put to test whether such benefit is correlated with political or economic 

indicators.   

Comparing LAC to the other five developing regions, we can see how the tendency to 

give more aid to richer countries is present across all phases only in region 2 and 5, while 

if we consider only the most recent phase, Sub-Saharan Africa is again the only region in 

which being richer in per-capita terms is rewarded. All other regions present a correlation 

(when controlling for all other variables) between low levels of GDP per capita and more 

aid from China. 

 

Institutional characteristics – The characteristics of policies and institutions of recipient 

countries, according to the existing literature on the subject, might matter for the 

allocation of aid of all donors (Alesina & Dollar, 2000). Nevertheless, Chinese aid is not 

linked to conditions typically imposed by Western donors, such as good policies, 

democracy or respect for human rights (Davies 2007), being Chinese policies regarding 

foreign aid and foreign affairs based on the principle of “non-interference”, not meddling 

in national affairs and always respecting national sovereignty of other countries (Davies, 

2007; Brautigam, 2008). In this respect, China is accused of focusing on recipients with 

bad governance or authoritarian countries (Halper, 2010), and the existence of an 

“authoritarian nexus” with authoritarian regimes in Latin America and the Caribbean has 

been hypothesized (Brand, McEwen-Fial & Muno, 2015). 

Putting to empirical test the relations between Chinese aid and the institutional 

characteristics of the recipient, my results show contrasting results. In phases 1, 4 and 6, 

the number of aid projects (Column 1) is  not correlated with the level of democracy of 

the recipient nations, corroborating the expected hypothesis that China is indeed 

following its non-interference policy24. In the second, third and fifth phase, instead, a 

greater level of democracy is negatively correlated to the provision of projects by China: 

in fact, Beijing assigned a smaller number of aid projects to democratic nations in the 

second (1970-1978), third (1979-1987) and fifth (1996-2006) phases (at the 1% level of 

                                                

 
24 I test for the robustness of these results below, by substituting the democracy index with alternative 
measures of governance and institutions such as levels of corruption and Human Rights protection.  
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confidence), that is to say in three phases out of six. The results for the average share of 

global aid budget (column 3), whose data distribution is illustrated by Figure 29 below, 

are similar to those reported for column 1 above. In fact, in phases 2 and 4 democracy 

has a significant negative effect on the share of aid amounts, while in the third and fifth 

phases democracy adversely effects Chinese budget allocation. 

 
Figure 29- Chinese aid to all recipients vs. Democracy 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Similarly, fewer medical personnel have been dispatched to democracies than to 

autocracies in phase 3 (1979-1989), with the 1% level of confidence. My results seem to 

confirm Taylor’s (1998) claims that during the Eighties China had been opposing 

democratization (especially in African decolonizing countries), in a period when requests 

for reforms towards greater political openness became widespread also in China.  

Coming to the regional analysis (regression table number 2), my data indicate that the 

claim from the literature of a special Chinese unfriendliness with democratization in 
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developing countries is only reflected in Sub-Saharan Africa, continent in which actually 

more average aid amount (Column 3) has been allocated to non-democratic countries (at 

the 5% of confidence). All other regions, instead, received more aid when presenting a 

greater degree of democracy, at the 1% level of confidence. In Latin America and the 

Caribbean, democracies received a larger share of Chinese average aid budget (Column 

3), as it is shown by the distribution of data in Figure 30 below, while non-democracies 

received larger shares of average aid projects (Column 1).  

 

Figure 30- Chinese aid to LAC vs. Democracy 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

In Regression Table number 3 (Column 1), can be observed how only in 1979-1989 LAC 

countries received less average amount of aid if they were a democracy. AidData 

information (Table 2, columns 2 and 4) shows that developing countries in East Asia and 
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Pacific also received more aid (both projects and amount) if they presented more 

democratic regimes. 

 

Coming to the differences between LAC and other developing regions concerning the 

correlation between levels of aid and levels of democracy, in LAC region and in MENA 

region I found a positive association across all phases, meaning that in those two regions 

more democratic countries definitely received more aid (when controlling for all other 

variables). In East Asia and Pacific, Europe and Central Asia and South Asia, instead, 

Chinese aid is associated to lower levels of democracy (being the correlation to aid to 

Africa across all phases not statistically significant). Latin America and the Caribbean is 

the only region in which during the most recent phase (2008-2016) there is a statistically 

significant positive association between the levels of aid and the levels of democracy. 

This seems to be a significant finding, disproving authors that claim that China prefers to 

donate to authoritarian countries in LAC region. On the contrary, LAC region is the 

region in which the association between democracy and Chinese aid is stronger. 

Differences in the distribution of data between China’s aid to Sub-Saharan Africa and to 

Latin America and the Caribbean can be appreciated in Figure 31 below. 
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Figure 31 - Chinese aid to LAC and Sub-Saharan Africa vs. Democracy 

 
Note: no data available for China for phase 4 (1990-1995). 
Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 
 

As can be noted from the graph above on the left, Cuba is a significant outlier, being 

much less democratic than the average nation in Latin America and the Caribbean. In the 

previous diagram, the bivariate relationship between Chinese aid and democracy is 

clearly created by the outlier. Without it, there is an inverse relationship between aid and 

democracy, so, performing a bivariate regression (shown in the graph above) gives us a 

coefficient that does not truly describe the effect of democracy on aid.  The graph below 

(Figure 32) shows the same association including and excluding Cuba.  
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Figure 32- Chinese aid to LAC vs. Democracy, including and excluding Cuba 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

The case of Cuba is exemplificative of the importance of controlling for all possible 

explanatory variables (in this particular case, controlling for the level of democracy), 

visualize the data, and performing multivariate analyses, as I chose to do in this PhD 

thesis in relation to Chinese aid to Latin America and the Caribbean. 

Coming to other possible indicators of bad governance, other authors, especially those 

considering Chinese aid as a “rogue aid” (Naím, 2007), focus on the level of corruption 

and the lack of protection of Human Rights that China is supposed to favour when 

allocating its aid budget. Empirically testing for those variables (in lieu of the “democracy” 

variable) confirms us that policy conditionality is not a determinant of Chinese aid. In 

fact, as Figure 33 below illustrates, both in the fifth and sixth phase of Chinese aid, more 

aid has been allocated to more corrupt countries at the global level (no data is available 

for corruption levels before 1996).  
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Figure 33 - Chinese aid to all recipients vs Corruption 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Nevertheless, if we focus on Latin American and Caribbean countries, we can observe 

how the trend has been kind of reversed in the last phase of Chinese aid, since 2006. In 

fact, while on the fifth phase China donated more aid amounts to more corrupt countries 

(such as Guyana, Grenada, Jamaica, etc.), in the last phase China chose to allocate more 

aid budget to less corrupt countries (significant at the 1% level), being the less corrupt 

countries in the region, according to Transparency International (2017), Barbados, Chile, 

Costa Rica and Uruguay. 
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Figure 34 - Chinese aid to LAC vs Corruption 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Regarding Human Rights protection, on a global level, China donated more aid amounts 

to countries that are less attentive towards Human Rights protection across all phases. 

Nevertheless, when controlling for all other factors, the marginal influence of HHRR 

protection over aid amounts has no statistical relevance at conventional levels. We can 

see from Figure 35 below the distribution of data across phases for all recipients. 
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Figure 35 - Chinese aid to all recipients vs Human Rights Protection 

 

Note: no data available for China for phase 4 (1990-1995). 
Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 

(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 
 

The same trend seems to be present also in Latin America and the Caribbean: when 

controlling for all other factors, there is no statistically significant evidence that China is 

donating more aid to countries that have a smaller focus on Human Rights protection, 

with the exception of the fifth phase (from 1996 to 2006), where Beijing provided more 

aid to LAC nations that are more sensible towards protecting Human Rights (significant 

with a 99% confidence interval). Distribution of data can be observed in the comparative 

graph in Figure 36 below. 
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Figure 36- Chinese aid to LAC vs Human Rights Protection 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

 

Chinese political self-interests – Turning to political motives, generally speaking, all 

donors’ political self-interests play a role in the allocation of their foreign aid (Alesina & 

Dollar, 2000). As some authors have claimed, China uses foreign assistance as a tool to 

enforce its “One-China” agenda, rewarding to countries which do not hold diplomatic 

relations with Taiwan (Taylor, 1998; Brautigam, 2008). Nevertheless, in practice, China 

also provides foreign aid to recipients recognizing Taiwan (Davies, 2007). Additionally, 

other authors claim that China donates foreign aid with the aim of building “coalitions to 

shield Beijing from Western criticism” (Tull, 2006, p.460). To address these claims, I 

tested empirically for a statistically significant relationship between the allocation of 

Chinese aid (projects, amounts, medical staff and food aid) and a series of political 

circumstances (such as the recognition of Taiwan, and the recipient’s voting behaviour in 
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the United Nations General Assembly). Regarding Taiwan recognition, my data results 

seem to indicate that the existence of official diplomatic ties with Taiwan is penalizing 

recipients’ share of aid projects from China (Regression Table 1, Column 1). In fact, 

sovereign nations who recognized Taiwan received a smaller share of aid projects in the 

1956-1969 and 1996-2006 phases (with a 1% level of confidence).  

Quantitatively, the effect of having diplomatic relations with Taiwan has been a greater 

determinant of the share of aid projects in phase 1, and a less critical determinant in phase 

5. In this sense I do not find the strong negative effect of ROC recognition on the number 

of aid projects in the third phase found by Dreher & Fuchs (2011). I do find the effect 

described by those authors when turning to the allocation of aid budget (column 3), whose 

distribution is illustrated by Figure 37 below. In fact, my results show that from 1970 to 

2008 having established diplomatic ties with the Republic of China is associated with 

smaller amounts of aid allocation from the People’s Republic of China, being the 

correlation statistically relevant (with a 99% confidence) from 1970 to 1989, when 

controlling for all other factors.  
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Figure 37 - Chinese aid to all recipients vs Taiwan Recognition 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Regarding medical staff (column 8) and food aid (column 9 and 10) to recipient countries, 

I find that in in the fifth historical period (1996-2006) there is strong evidence that Taiwan 

recognition may have played an important role. Negative effect of Taiwan recognition on 

the average aid amount received by LAC countries seems to be present in the first (1956-

1969) and the fifth (1996-2006) historical phases of Chinese aid. Distribution of data is 

shown by Figure 38 below.  
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Figure 38 - Chinese aid to LAC vs Taiwan recognition 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Across all phases, my data results show that only in Sub-Saharan Africa recipient 

countries received more aid if they recognized the PRC (China). All other regions show 

that the share of aid budget was larger if they recognized the ROC (Taiwan), even though, 

the coefficient for LAC is the smallest among all regions.  

Coming to regional differences for phase six (2008-2016) only, AidData information 

(column 4) shows that LAC is the only region in which, in the most recent phase, recipient 

countries received larger aid amounts if they indeed recognized Taiwan (at the 1% level 

of confidence). In Sub-Saharan Africa, recipient countries got a larger share of Chinese 

budget allocation if they did not recognize Taiwan (even though this relationship is not 

statistically relevant at conventional levels). 
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The second proxy I used for Chinese political self-interest is the recipient countries’ 

voting behaviour in the United Nations General Assembly: the fifth phase (1996-2006), 

again, is the only period presenting clear statistical evidence a negative effect on Chinese 

aid (at the one percent level of significance) referring to both aid projects (column 1), and 

food aid delivery (columns 9 and 10).  UNGA voting, in fact, is also important in the first 

phase, when Taiwan was representing China in the UN: nations voting like Taiwan before 

1971 were allocated a smaller number of aid projects from Communist China. Other 

phases, instead, are presenting mixed results: after 1971 and until 1996, the marginal 

effect is still negative rather than positive: my data, as such, does not confirm the results 

of Dreher & Fuchs (2011), who find that countries voting in line with China receive a 

greater number of aid projects. In turn, the analysis of aid amounts (columns 3 and 4) 

show that only in the second and fourth phase is present a statistically significant marginal 

effect of UN GA voting on Chinese aid budget allocation, but with a negative coefficient, 

meaning that countries voting in accordance with China have not been rewarded by more 

aid. Figure 39 below displays the data distribution of Chinese global aid budget allocation 

and the rate of agreement with China in the United Nations General Assembly voting by 

all recipient nations. 
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Figure 39 - Chinese aid to all recipients vs Rate of Agreement with China in 
UNGA voting 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Looking at the regional data across all phases, we can appreciate how voting in line with 

China in the UNGA is correlated with higher levels of aid in South Asia and Europe and 

Central Asia, and with lower shares of aid budget allocation in 1, 4 and 6. In LAC, the 

negative correlation is not statistically significant at conventional levels when controlling 

for all variables (see Figure 40 below for the distribution of data by phase).  
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Figure 40 - Chinese aid to LAC vs Rate of Agreement with China in UNGA voting 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

If we consider only the most recent phase (2008-2016), instead, we see how countries 

who voted in line with China in LAC (such as Argentina, who voted in line with China 

the 90% of times, Nicaragua, 89% of times, Peru, 88% of times, Uruguay, 87% of times) 

are receiving more aid from China when controlling for all other variables. LAC seems 

to be the only region in which this relationship subsists in the latest phase. In Sub-Saharan 

Africa, instead, during the most recent phase recipient countries who voted in a dissimilar 

fashion than China are those who received more aid. 

In sum, considering together both variables of political self-interest, my empirical test 

results indicate that political motives may have affected the allocation of Chinese foreign 

aid especially in the fifth phase (1995-2006), the only phase presenting a strong 

correlation between aid amounts and both the recognition of Taiwan and UNGA voting 

behaviour.  
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Chinese commercial self-interests - Lastly, reviewed literature claimed that the provision 

of aid by all donors is generally affected by economic and commercial self-interests 

(Alesina & Dollar 2000). Many authors (e.g., Alden, 2005; Tull, 2006; Davies, 2007; 

Naím, 2007; Halper, 2010) defended that the central aim of Chinese foreign aid is to 

facilitate the export of raw materials (especially hydrocarbons, mineral resources, and 

wood) from developing countries to China.  To empirically test these claims, I examine 

whether economic and commercial self-interest (proxyed by the wealth of recipient 

countries, their level of imports from China, and their hydrocarbons production export as 

a share of total exports) are significant for the allocation of foreign aid by China (aid 

projects, amounts, medical staff and food aid). Regarding aid projects allocation 

(Regression Table 1, Column 1) in four out of six phases my data show a significant 

positive effect of the share of Chinese exports to recipient countries (resulting from the 

UN Comtrade dataset) on the number of projects completed by China.  

The results regarding the amount of aid received worldwide do not confirm the expected 

hypothesis that commercial interests were prevalent during phase 3, from 1979 to 1987 

(after the implementation of market-oriented reforms by Deng Xiaoping). In fact, only 

during phase two (1970-1978) the share of Chinese aid increased with the quantity of 

goods that China exported to each recipient nation (with a significance level of 1 percent). 

I also expected a stronger correlation of aid and commercial interests after the 

restructuring of Chinese foreign aid in 1995, which underlined the association between 

foreign aid, bilateral trade and foreign direct investment. Nevertheless, such a connection 

is not reflected by the regression result when controlling for all other factors. On the 

contrary, during the last phase (2007-2016) China apparently donated more to countries 

that received a smaller share of its imports.  
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Figure 41 - Chinese aid to all recipients vs Bilateral exports 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

In the same fashion, turning to the regional analysis (shown in the second regression 

table), the results of my empirical tests also show that across all phases all regions show 

a negative relationship (non-significant only in South Asia) between levels of exports and 

levels of aid. In Latin America and the Caribbean, as well, receiving a greater share of 

Chinese exports is not associated with a larger share of Chinese aid; on the contrary, 

countries who receive less Chinese export are also those receiving more aid projects 

(column 1) and more aid amount (columns 3, 5, 6 and 7). This result is confirmed when 

looking at the LAC’s and Sub-Saharan Africa’s data for the most recent phase only 

(which present in both cases a negative coefficient, significant at the 0.01 level). This 

result seems to disprove the hypothesis that larger shares of Chinese aid budget are 

directed to countries that are important export markets for Chinese manufactured products.  
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The impression that Chinese aid is not particularly directed by commercial reasons is 

strengthened by looking at the results for average hydrocarbons exports as percent of total 

(obtained from the World Bank Development Indicators) in correlation with the share of 

total aid received by Beijing, whose data distribution is portrayed by Figure 42 below.  

 

Figure 42 - Chinese aid to all recipients vs Fuel Exports 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Average aid amounts (in column 3) are negatively affected by fuel exports in four out of 

six phases (at conventional significant levels), result also confirmed by using AidData 

information only in column 4 (at the 90% level of confidence). More food aid, as well, 

seems to be allocated to oil-poor countries in the fourth and fifth phases (columns 9 and 

10). Regarding the number of projects completed by China in recipient countries, instead, 

my data show that in three phases out of six we can observe a significant positive effect 

(phase 1, with a 1% confidence level, and phase 2 and 6 with 10%) of fuel exports on aid 



131 

 

 

projects allocation. While my results on the number of projects appear to support the 

expectation that China is a resource-hungry donor, granting aid money and projects 

mainly to oil-rich countries for the sake of securing its energy needs, on the contrary the 

result on aid amounts seem to be in line with what is found by Dreher and Fuchs (2011), 

who also do not find a correlation between those two factors.  

Coming to the regional analysis, we can observe that across all phases only Sub-Saharan 

Africa and Middle East and North Africa (regions that are great producers of 

hydrocarbons) seem to receive more aid the more important is the exportation of fuel for 

their economy. In LAC and the other three developing regions, instead, economies that 

are less depending from fuel exports are those receiving more aid amounts from China. 

This is confirmed when considering the most recent phase only (2008-2016): LAC still 

presents a negative association (significant with the 99% of confidence) between fuel 

dependency of the recipient’s economy and aid amounts received from China (refer to 

Figure 43 below for the distribution of data across phases).  

 
Figure 43  - Chinese aid to LAC vs Fuel Exports 

 
Note: no data available for China for phase 4 (1990-1995). 
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Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

 

To summarize, with regard to commercial self-interests (regarding both exports and 

hydrocarbons) my data show only mixed evidence that international trade influences 

Chinese aid budget allocation. Especially, there is no evidence that China used the 

distribution of aid money, the dispatching of medical personnel and the delivery of food 

as an instrument to promote its bilateral exports or fuel imports, particularly if the focus 

of analysis is on recipient countries from Latin America and the Caribbean. Only in Sub-

Saharan Africa and MENA region we found that countries that produce more fuel 

received more aid money.  

 

3.3 Conclusions from the analysis of Chinese aid data 

To recapitulate, the results of the first part of my econometric analysis on Chinese aid 

(contained in regression tables 1 and 2) do not show a strong evidence supporting the 

claims of the critics of Chinese foreign aid. I did not find that Chinese foreign aid is 

completely ignoring the need of the recipient, nor that it favours recipients with an 

authoritarian regime (except in Africa), corrupt regimes and regimes violating human 

rights, or that it is only favouring its most important commercial partners or oil-producing 

countries. In this sense, the most worrying accusations to Chinese aid program appear to 

be unjustified. Nevertheless, some of its critics seem to be in the right direction since 

political considerations are shown to be important determinants of Chinese foreign aid, 

and as expected there is no evidence of a particular humanitarian motive behind it (in 

many cases, China donates more to richer countries). In fact, my results show that Chinese 

political self-interest could have an influence on Chinese disbursement of foreign aid, in 

particular regarding Taiwan recognition and UNGA voting; countries recognizing Beijing, 

as expected, are somehow a preferential recipient of Chinese foreign aid (especially in 

Sub-Saharan Africa); in Latin America and the Caribbean, countries voting in line with 

China in the UN General Assembly received indeed a larger share of Chinese foreign aid 

budget. However, it would be possible to accuse China of being particularly selfish only 

if foreign aid from Western donors was found to depend on political and commercial 
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considerations in a lesser degree than Chinese aid. Quite the reverse, according to 

previous research, other donors usually give to such consideration even more importance 

than China (Alesina & Dollar, 2000; Kuziemko & Werker, 2006). To properly assess this 

issue, in the next session I’ll compare Chinese allocation of aid budget with the allocation 

from other donors, namely the average donor member of the OECD’s Development 

Assistance Committee, the United States of America, Germany and Spain.  

 

Table 11 - Chinese aid to LAC: Number of projects (only projects that have at 
least reached commitment status) 

 5th phase 
(1996-
2006) 

% 6th phase 
(2007-
2016) 

% 

East Asia & Pacific 273 20% 527 18% 
Europe & Central Asia 119 9% 193 7% 
Latin America & Caribbean 58 4% 260 9% 
Middle East & North Africa 73 5% 133 5% 
South Asia 122 9% 301 10% 
Sub-Saharan Africa 728 53% 1516 52% 
Grand Total 1373 100% 2930 100% 

 

Source: Compiled by the author based on data from AidData (2017) 

 

Table 12 - Chinese aid to LAC: Aid amount by region (Constant 2014 USD) 

Row Labels 5th phase 
(1996-2006) % 6th phase 

(2007-2016) % 

East Asia & Pacific 11,222,291,741  21%  32,140,415,553  11% 
Europe & Central Asia  6,237,650,888  12%  77,406,105,131  26% 
Latin America & 
Caribbean  1,058,831,693  2%  52,330,195,195  18% 

Middle East & North 
Africa  682,809,295  1%  5,590,866,116  2% 

South Asia  8,048,551,084  15%  40,714,416,147  14% 
Sub-Saharan Africa 26,489,213,198  49%  88,467,032,338  30% 
Grand Total 53,739,347,899  100% 296,649,030,479  100% 

 

Source: Compiled by the author based on data from AidData (2017) 
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Chapter 4. Donors comparison 

Chinese foreign aid has been accused of being particularly selfish and not oriented to the 

needs of recipient countries. Is really Chinese aid more self-oriented than aid from DAC 

donors? As shown in the previous chapter, Chinese political self-interest indeed appears 

to have an influence on Chinese disbursement of ODA. On the one hand, countries 

recognizing Beijing rather than Taipei are preferential recipients of Chinese foreign aid 

(especially in Sub-Saharan Africa); on the other hand, countries that are voting in line 

with China in the UN General Assembly (especially in Latin America and the Caribbean) 

received indeed a larger share of Chinese foreign aid budget. Regarding economic self-

interest, I found a certain (statistically significant) influence of the level of fuel production 

and the size of bilateral exports on Chinese aid amounts (especially in Sub-Saharan Africa 

and MENA regions). Does this mean that China is a particularly selfish donor when 

compared to traditional donors? To assess the degree of influence of political and 

economic self-interest over foreign aid disbursements, it is necessary to compare Chinese 

aid to other benchmark donors, to find out if their aid depends on political and commercial 

considerations in a greater or lesser degree than Chinese aid. This is the main objective 

of this chapter. 

Most existing literature, on the one hand, has expressed concern over emerging donors, 

typically based on anecdotal evidence, being China the most problematic donor among 

them. Such a distrust is motivated by a series of considerations: that Chinese aid is “rogue 

aid” and ignores the necessities of recipients in a larger degree than DAC donors (Naím, 

2007); that China is giving aid to corrupt and undemocratic regimes, while DAC donors 

impose policy conditionalities that favor democratization processes and quality 

governance (Taylor, 1998; Brand & al., 2015); that China is using its aid to pursue its 

foreign policy interests (Taylor, 1998; Brautigam, 2008; Rich, 2009; Thacker, 1999; 

Alesina & Dollar, 2000; Barro & Lee, 2005; Kilby, 2009a, 2010, 2011); and that China  

include using aid to protect its commercial and economic interests in a larger degree than 

DAC donors, such as securing its energy needs (Woods, 2008, p. 1205), accessing raw 

materials (Alden, 2005; Davies, 2007; Naim, 2007; Halper, 2010), and entering 

developing markets to export its manufactured products (Davies, 2007; Lum et al., 2009, 

Pehnelt, 2007; Schüller et al., 2010). On the other hand, another substantial part of the 

existing research believes that emerging donors are not particularly selfish, that 
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established that DAC donors also donate to corrupt recipients (Isopi & Mattesini, 2010), 

and that traditional donors usually give to economic and political considerations even 

more importance than China (Alesina & Dollar, 2000; Kuziemko & Werker, 2006). 

Furthermore, literature on South-South cooperation generally maintains that aid from 

recently developed countries is better targeted than aid from developed countries, since 

their own developing experience can provide a better understanding of recipients’ 

developing needs, and also because it is generally an unconditional aid which frees 

recipients from the restrictions of conditional traditional DAC donors’ aid. Very few 

econometric studies have been conducted comparing the determinants of emerging 

donors with the determinants of DAC donors. Neumayer (2003) analizes aid from Arab 

donors up to 1997. Dreher et al. (2010) assessed aid allocation by 16 non-DAC donors 

(not including China) from 2001 to 2008. Dreher and Fuchs (2008) compare Chinese aid 

with that of other donors (the US; Japan; Korea; the average of three biggest EU donors; 

two Arab donors; and finally, the average of aid from Denmark, Netherlands, Norway 

and Sweden) for the 1996-2005 period. 

In this chapter, using OECD (2017) data, I will perform an econometric analysis using 

the same equation and parameters used in Chapter 3. For doing so, I will perform a series 

of nested regressions between a series of dependent variables (ODA amounts allocated to 

developing countries by different DAC donors) divided in historical phases, and the same 

independent variables used in Chapter 3. In short, I will first use a series of control 

variables: regarding population, I expect DAC donors to donate more to more populous 

countries, in a larger degree compared to China, since the humanitarian imperative of 

traditional donors suggests to donate to the greatest number of people rather than the 

greatest number of countries; distance from China is expected to not have any influence 

on the levels of ODA from DAC countries. Coming to the need of recipient, my 

hypothesis is that ODA from DAC countries is more related to poverty than ODA-like 

flows by China, since western donors supposedly follow a humanitarian motive while 

China claims to follows a mutual benefit approach. Clearly, Chinese political self-interest 

(such as Taiwan recognition or rate of agreement with China in the UNGA) have an 

influence on Chinese ODA (as demonstrated in Chapter 3), while is not relevant for other 

donors. Regarding economic self-interest, I hypothesize that Chinese economic and 

commercial interests have a greater influence on Chinese aid than the influence that DAC 
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donors’ interests have on DAC donors’ ODA. To measure economic self-interests, I will 

use the level of exports of fuel (as a percentage of total exports), hypothesizing that China 

donates to fuel-exporting countries in a larger degree than DAC donors in order to secure 

its energy needs. 

To investigate the correlation between ODA and bilateral exports, I will use data from 

UN COMTRADE (2017) for each individual donor, hypothesizing that China uses ODA 

to favor its access to developing markets in a larger degree than DAC donors. 

 

4.1 Data used 

The main source of information regarding ODA by traditional donors is the OECD dataset 

(OECD, 2017), which covers all ODA flows up to 2016. As per OECD-DAC definitions, 

Official development assistance (ODA) is defined as government aid designed to promote 

the economic development and welfare of developing countries only, while loans and 

credits for military purposes are excluded (OECD, 2018). Such aid comprises grants, 

"soft" loans (where the grant element is at least 25% of the total) and the provision of 

technical assistance. I only include aid provided bilaterally, from a donor to a recipient 

on the OECD list of developing countries and territories; in my dataset, since I am 

comparing with Chinese bilateral aid, I am excluding multilateral aid (ODA channeled 

through a multilateral development agency, e.g. the United Nations or the World Bank).  

For the purpose of the following comparative analysis, I will divide my dataset in the 

same six historical phases used for Chinese aid: 1956-1969, 1970-1978, 1979-1989, 

1990-1995, 1996-2006, and 2007-2016. For comparison purposes, I will compare only 

the last to phases of Chinese aid to that of benchmark countries.   

Regarding the selection of the benchmarks to perform the comparison, I compare the 

amounts of aid allocated by China with allocation by the average donor member of the 

OECD’s Development Assistance Committee, the United States of America, Germany 

and Spain. While Japan is among the three main global bilateral donors (together with the 

US and Germany, they provide more than half of total bilateral ODA), Japan does not 

particularly focus on LAC region, allocating less than 5% of its aid to the region (as 

shown by Figure 44 below). I hence excluded Japan from my regressions, while I include 

Spain, since the latter country has a special relevance for LAC, providing between 40 to 

60 percent of its budget to this region.  
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Figure 44 - ODA amounts to LAC by selected donor countries 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 
I excluded Taiwan as well, since data is incomplete and there is no quantitative 

information about ROC foreign aid for the last phase (2007-2016). 

I also exclude Italy from the econometric analysis: while Italy has been an important 

donor for Latin America and the Caribbean in the past, nevertheless its aid to the region 

has been greatly reduced since the 1990s, and it is now favoring other developing regions 

(mostly low income countries). 
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Figure 45 - Decrease of Italian net aid disbursement to LAC (1993-2002) 

 
Note: Constant 2002 USD millions 

Source: OECD, Negrón (2004) 
 

It is important to note that, to maintain the comparability between of our dependent 

variable (data from DAC donors) with data regarding Chinese aid, only projects that are 

considered bilateral Official Development Aid (ODA) flows are included in the dataset. 

Other Financial Flows (OOF), such as non-concessional loans, are excluded from this 

comparison for both DAC and Chinese aid. Chinese OOF will be the subject of a separate 

analysis (contained in Chapter 5). 

Having a look to the amounts of foreign aid allocated to the different developing regions 

by different donors, we can already see that each donor has different priorities (refer to 

Figure 46 below). Most donors dedicate the larger share of their budget to Sub-Saharan 

Africa, except Spain, who prefer to donate to Latin-America and the Caribbean. After 

Spain, China is the donor that has dedicated the largest share of its aid to LAC region in 

the most recent phase. 
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Figure 46 - ODA amounts allocated (2007-2016), % of total donor's budget 

 
Note: no data available for China for phase 4 (1990-1995). 
Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 
 

The United States of America – The US are the largest donor to LAC, directing to the 

region 1,7 billion USD of foreign assistance in 2017 (the last year under Obama 

administration), of which around 36% consist of Official Development Assistance (ODA), 

34% for security assistance programs, 30% for its political or other strategic self-interests 

(Economic Support Funds - ESF), plus around $71.3 million for military assistance 

(under the Foreign Military Financing (FMF) account), as summarized by Figure 47 

below.  
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Figure 47 - U.S. Assistance to Latin America and the Caribbean by Category 

 
Notes: percentage of total U.S. assistance appropriated/requested for the region. 
“Military” includes FMF and IMET; “Civilian Security” includes INCLE and NADR; 
“Political/Strategic” includes ESF; and “Development” includes DA, GHP, and P.L. 480. The 
FY2016 estimate does not include $145.5 million in supplemental global health funds 
appropriated in P.L. 114-223 to address the Zika virus outbreak in the region.  
Source: CRS (2017). 
 

Although the United States are an important donor for LAC, the region is not the most 

important for the US (in fact, is only the fourth recipient out of six). US aid budget 

allocation mainly focuses on Sub-Saharan Africa, being the Middle East the second 

region and South Asia the third. As Figure 48 below shows, the share of ODA allocated 

to the region by the US has been decreasing since the 1980s and it is now less than 10% 

of total US aid budget.   
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Figure 48 - US ODA amounts by recipient region 

 
 

The main recipient of US foreign aid in the last phase (2007-2015) has been Afghanistan 

(13.1% of total US budget for ODA), followed by Iraq (8.59%) and Pakistan (4.16%).   

Haiti (2.54% in the last phase, up from 1.24 of the previous phase) and Colombia (2.36% 

in the last phase, down from 3.60% of the previous phase), have been the two main 

recipients of US aid in Latin America and the Caribbean. See the clustered columns graph 

below for a summary of the ten main recipient in the region. 
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Figure 49 - US ODA to Latin America and the Caribbean 

 
 

Germany - While Germany’s first recipient region is constantly Sub-Saharan Africa since 

the 1970s, its second recipient region is Middle East and North Africa, having been so 

since the 1990s, when it surpassed Latin America and the Caribbean (please refer to 

Figure 50 below for a summary of the historical evolution of German Aid). In the most 

recent phase, in fact, Germany’s first recipient of ODA has been Iraq (7.3% of total 

budget). South Asia, in the most recent phase, also surpassed LAC as the third greatest 

recipient of German ODA; in this region, Afghanistan is the second recipient of German 

aid (receiving 6.7% of total German ODA) and India is the third (5.3% of German budget). 
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Figure 50 - German Aid Amount by recipient region 

 
 

Regarding LAC region, Brazil has been the country receiving the largest share of German 

aid during the last phase, reaching 3.4% of total budget between 2007 and 2016, up from 

1.5% of the previous phase. Mexico (1.76%) and Colombia (1.52%) also significantly 

increased their share of German aid compared to the previous phase, while aid to Bolivia 

and Nicaragua significantly decreased. Refer to the clustered column chart in Figure 51 

below for more details on German aid allocation to Latin America and the Caribbean. 
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Figure 51 - German ODA to Latin America and the Caribbean 

 
 

Spain – Since Spain started its foreign aid program in the 1980s, Latin America and the 

Caribbean have been the main recipients of its aid, evidently thanks to colonial ties and 

facilitated by the commonality of language, religion, etc. As shown by Figure 52 below, 

the region has been constantly receiving between 40 and 60 percent of Spanish aid, and 

it is the only donor taken in analysis here that is donating more aid to LAC region than to 

Sub-Saharan Africa. 
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Figure 52 - Spanish ODA amount by Recipient Region 

 
 

As a consequence of Spanish preference for LAC region in its aid budget allocation, the 

main recipients of Spanish ODA are all located in Latin America and the Caribbean. 

Globally speaking, the first recipient is Cuba, which is receiving more than 15% of 

Spanish budget. The second is Guatemala, who got 5.29% in the most recent phase, and 

the third is Nicaragua that received 3.99% of Spanish budget for the 2007-2016 period. 

Outside LAC, Spanish main ODA recipients in the last phase have been Morocco (3.93%) 

and Palestine (3.33%). The clustered column graph contained in Figure 53 below shows 

more details on Spanish aid allocation to Latin America and the Caribbean in the last two 

historical phases. 
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Figure 53 - Spanish Aid to Latin America and the Caribbean 

 
 
4.2 Data Results 

Population – In the previous chapter (Chapter 3) I found that in the last phase Chinese 

aid is negatively associated with the population of the recipient country, with the 

exception of Sub-Saharan Africa. This could mean that China aims at donating to a 

greater number of countries (for political or economic reasons, being important to 

establish friendly relations with many partners) and not to a greater number of people 

(which could indicate a more humanitarian motive behind aid).  

In contrast, when looking to aid from the United States of America, Germany and Spain, 

I find a different pattern: aid from those DAC countries is statistically correlated to larger 

population at the conventional levels of significance, when controlling for all other factors, 

in both the two most recent phases. This could indicate that the US, Germany and Spain 

aim to donate to a greater number of people, hence showing a possible humanitarian intent 

greater than the Chinese one. 

 

Need of recipient – Poverty, as expressed in terms of GDP per capita, has been found to 

be associated to greater levels of Chinese aid, as shown by Chapter 3. The interpretation 

of the data is that Chinese government may indeed choose to donate to poorer countries, 

following then a humanitarian motive for its aid allocation. In Latin America and the 
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Caribbean, however, greater GDP per capita is associated to more Chinese ODA-like 

flows. 

Turning the attention to my benchmark countries, I find that aid from the US is also 

negatively correlated to higher GDP per capita (being the correlation statistically 

significant in the most recent phase), with a coefficient that is very similar to the Chinese 

one. German and Spanish aid are also found to be negatively correlated to smaller levels 

of GDP per capita (significant in the fifth phase for Germany and the sixth for Spain). 

Regarding LAC region only, in a similar fashion to China, the US and Germany also 

donated more to countries with a higher GDP per capita in the last phase. Figure 54 below 

shows a comparison between the data distribution in the 2007-2016 period for all four 

countries in Latin America and the Caribbean.  

 

Figure 54 - ODA to LAC vs Recipient's GDP per capita 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 
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Therefore, the data results for population show that, when controlling for all other factors, 

all four donors behave similarly and prefer to donate to poorer countries than richer ones 

(but not in LAC region). In this sense, singling out China for disregarding the need of the 

recipient seems to be incorrect.  

 

Institutional factors - The quality of policies and institutions of recipient countries, 

according to the literature (Alesina & Dollar, 2000), can influence the allocation of aid of 

all donors. Nevertheless, as a matter of fact, the analysis conducted in Chapter 3 indicated 

that Chinese aid is not correlated with the levels of democracy, suggesting that the Asian 

country is following its “non-interference principle” in the internal affairs of recipient 

countries rather than being affected by an “authoritarian nexus” with non-democratic 

countries. Indeed, in LAC and MENA regions, more democratic countries received more 

ODA-like flows from China. 

When comparing data results from China to those of benchmark countries, it is possible 

to observe that in the last two phases neither US aid nor German and Spanish aid are 

statistically significantly correlated with the levels of democracy of recipient countries.  

This data result seems to indicate that, despite their rhetoric and DAC policies, DAC 

donors are not conditioning their aid to the maintenance of democratic institutions at the 

global level. 

Coming to LAC only, we have seen in the previous chapter that China donated more to 

democratic countries in the region in the last phase. In the same fashion the US and Spain 

also donated more to democratic countries, being the relationship significant only in the 

fifth phase. The correlation between German aid and democracy, instead, is not 

significant.  See Figure 55 below for the distribution of data for the 2008-2016 period. 
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Figure 55 - ODA to LAC vs Recipient's democracy 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

 

This results seem to indicate that both China and DAC donors somehow donate more to 

more democratic countries in LAC region, although the effect is not always significant 

across phases. 

Coming to alternative indicators of institutional quality, data results from Chapter 3 

illustrated that more Chinese aid is directed to country with higher levels of corruption 

(but not in Latin America and the Caribbean). 

Data results from benchmark countries show that the amounts of aid from the US and 

Germany do not present a statistically significant correlation with corruption. Spain, 

indeed, donated more to more corrupt countries in the last two phases (with a 95% 

confidence interval). Contrariwise, in LAC, the US is donating more to more corrupt 

countries in the most recent (sixth) phase; Spain donated more to corrupt countries in 

LAC in the fifth phase. Germany donated more to less corrupt countries in LAC in the 



150 

 

 

last phase. Data results on corruption, then seem to indicate that benchmark countries 

donate to corrupt countries as well, and that in LAC region the US and Spain donate to 

corrupt countries in a larger fashion than China. In this sense, these results indicate that 

the claim that China preferentially donate to corrupt countries in LAC is not backed by 

empirical evidence. In the scatterplot graphs contained in Figure 56 below, it is possible 

to appreciate the distribution of data in LAC for the four countries in the last two phases. 

 

Figure 56- ODA to LAC vs Recipient's corruption 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Another alternative measure for institutional quality is the degree of protection of human 

rights offered by recipient countries. New donors such as China are accused to be 

indifferent of human rights protection, while traditional DAC donors, in theory, should 

condition their ODA flows to the respect of basic human rights. I expect, hence, to find 

that DAC donors’ levels of aid are associated to greater respect of human rights in 
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recipient countries. My data results show that at the global level, while Chinese aid is not 

statistically associated with Human Rights protection, US and Spanish aid present a 

negative correlation, statistically significant at conventional levels in the lest phase, while 

the correlation for Germany is not significant. 

The same tendency is found when taking in consideration LAC region only, meaning that 

in the last phase the US, Germany and Spain are donating more to countries that protect 

Human Rights less (e.g. Colombia and Mexico for the US and Germany, Cuba for Spain), 

while countries that protect HHRR more, St. Kitts and Nevis) receive much less aid (eg. 

Uruguay) or no aid at all (e.g. St. Kitts and Nevis). Distribution of data for LAC region 

in the last phase (2007-2016) is displayed as a comparative scatterplot graph in Figure 57 

below. 

 

Figure 57 - ODA to LAC vs Recipient's Human Rights Protection 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 
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Economic factors – Finally, I analyze the effect that economic self-interest may have on 

the levels of aid by DAC donors as compared to China. 

First, I take in consideration the level of bilateral exports between the donor and the 

recipient country. Regarding the US aid, data results show that there is no statistically 

significant relationship between exports from the US and the levels of ODA received. 

Data results regarding the levels of aid from Spain and from Germany present mixed 

results (German and Spanish ODA levels have been negatively correlated to bilateral 

exports in the fifth phase and positively in the sixth, at conventional levels of significance). 

Coming to the regional analysis, ODA levels from China to LAC are negatively affected 

by the size of the market in the most recent phase, showing that high levels of imports 

from China are not associated with aid, as claimed by the literature. Contrariwise, in the 

last phase in LAC region, US aid is indeed affected by the size of the export market, while 

the correlation with Spanish aid and German aid is not statistically significant. Spanish 

aid is associated to less levels of exports in the fifth phase. This results may indicate that 

Chinese, Spanish and German aid are not used to promote exports in recipient countries, 

while the United States donates more to countries that import more of its manufactured 

products. Comparative data distribution for the last phase is shown in Figure 58 below. 



153 

 

 

Figure 58 - ODA to LAC vs Bilateral Exports 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

Finally, I take in consideration the relationship between the amounts of aid provided by 

donor countries and the level of fuel production in recipient countries. As seen in Chapter 

3, China donated more aid to fuel dependent countries in the fifth phase, while the effect 

in the last phase is not statistically significant. Data results show that US, German and 

Spanish aid correlation to the recipient’s fuel production is not statistically significant at 

conventional levels. Coming to the analysis of ODA flows to LAC region only, we found 

in Chapter 3 that Chinese aid is negatively correlated to fuel production in the last phase. 

US aid, instead, is positively correlated to fuel production (at the 1% level of significance) 

in the last phase. Results for Germany are mixed: German aid is negatively correlated to 

fuel production in the fifth phase and positively in the sixth phase. Spanish aid to LAC is 

negatively correlated to the recipient’s fuel production in both the fifth and the sixth phase. 

Thus, coming to the interpretation of data results, my analysis seems to indicate that at 

the global level Chinese aid seems to be directed to fuel producing countries in a greater 
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degree than benchmark DAC donors, while in LAC region US aid seems to be directed 

to oil producing countries in a greater fashion when compared to other donors. Please 

refer to the comparative scatterplot graph contained in Figure 59 below for the 

distribution of data for LAC in the most recent phase.  

 

Figure 59 - ODA to LAC vs Fuel Exports 

 
Note: no data available for China for phase 4 (1990-1995). 

Source: Compiled by the author based on data from Bartke (1989), CIA (1975-1984), OECD 
(1987, 2017), AidData (2017) and Dreher & Fuchs (2012). 

 

4.3 Chapter’s conclusions 

The data results of the analysis contained in this chapter have shown that, when 

comparing with other donors, some assumptions from the literature can be disproved 

using empirical data. 

The first question is if China donates to more or less populous countries when compared 

to other donors. The data result shows that US, Germany and Spain aim to donate to a 

greater number of people, hence showing a possible humanitarian intent greater than the 
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Chinese one, while Chinese result may be explained by the desire to donate to a greater 

number of countries to create more alliances worldwide supporting Beijing’s “peaceful 

rise”. 

Regarding the need of recipient, China has been accused to be a selfish donor, careless of 

the suffering of poor people in recipient nations. Nevertheless, my results show that all 

four donors analyzed behave in a similar way: in fact, both China, USA, Germany and 

Spain all prefer to give ODA to poorer countries (although results are reversed in LAC 

region). 

Coming to the quality of policies and institutions of recipient countries, I find that despite 

their democratization rhetoric consolidated in OECD-DAC policies, DAC donors’ ODA 

at the global level is not really conditioned by the quality of democratic institutions. In 

LAC region, both China and DAC donors are also similar in the opposite sense, donating 

more to countries that are more democratic. This result shows that the critics to Chinese 

aid, accused to favor authoritarian regimes and to oppose democratization processes, are 

not substantiated and backed by empirical data. On the contrary, China seems to behave 

in a similar way to DAC donors. 

Regarding corruption, I found that benchmark DAC countries donate to corrupt countries 

as well. Not only, in LAC region the US and Spain donate to corrupt countries in a larger 

fashion than China, showing that again the accusations to Chinese aid to favor corrupt 

countries are unsubstantiated. The same can be said regarding Human Rights protection. 

While Chinese ODA is accused of disregarding Human Rights, my data results show that 

while Chinese aid is not statistically associated with Human Rights protection at global 

level, US and Spanish aid present a negative correlation globally (they donate to countries 

that protect Human Rights less). In LAC region, again, the US, Germany and Spain are 

donating more to countries that protect Human Rights less, while China (at least in phase 

5) seems to have donated to countries in the region with a better HHRR score. Once again, 

the accusations to Chinese aid by the literature seem to be not backed by empirical 

evidence. Finally, coming to economic self-interests, my econometric analysis shows that, 

while Chinese aid not correlated to its exports, the United States appear to donate more 

to countries that import more. The same result is found when looking at fuel exports: 

while the US seems to donate to countries that produce more fuel, in LAC region Chinese 

aid is negatively correlated to fuel production (at least in in the last phase). 
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To conclude, the general impression given by the comparison of the determinants of 

Chinese aid and ODA by DAC benchmark country, seem to disprove the claims that 

Chinese aid is a rogue aid, or that it is more unethical and self-serving than aid from 

traditional donors. A hypothesis that deserve to be taken in consideration is that such a 

reassuring picture of Chinese development cooperation is due to the fact that, in order to 

properly compare Chinese aid to ODA by DAC countries, we are only taking in 

consideration Chinese ODA-like flows, while, in fact, Chinese foreign aid is also 

composed by other types of official financial flows (that are not included in the official 

definition of ODA). In fact, in an analysis of Chinese foreign aid is important to start with 

ODA-like flows, otherwise it would not be to perform a comparison with US, German, 

and Spanish ODA. Nevertheless, Other Official Flows (OOF) are to be taken in 

consideration to get the full picture of Chinese cooperation: OOF constitute the vast 

majority (76%, more than 40 billion USD) of Chinese total flows to Latin America and 

the Caribbean, as compared to only 18% (9.4 billion USD) of ODA-like flows. For that 

reason, in the next chapter I’m going to perform a similar econometric analysis, but 

focusing on OOF rather than ODA, to properly assess Chinese projection in LAC. 
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Chapter 5. The determinants of other forms of Chinese financial flows to Latin-

America and the Caribbean 

In this chapter, I will take in consideration all forms of Chinese foreign official financing 

that are not considered to be Official Development Aid (ODA) when following strictly 

the OECD definition. The conventional OECD definition of ODA provided includes all 

financial flows that (i) are provided by official national agencies to developing countries 

(as listed in the OECD list of ODA recipients) and to multilateral institutions; (ii) are 

primarily aimed to the promotion of economic development and welfare in recipient 

countries; and (iii) are concessional in nature (which means, in OECD’s terms, that they 

possess a grant element of at least 25 percent). OECD definitions and categories (as well 

as reporting procedures) also separate official development assistance (ODA) flows from 

other official flows (OOF).  Other Official Flows are also financial flows that are provided 

by national government agencies, but they are not considered to be ODA because they do 

not fulfill some of the specifications of ODA summarized above. For instance, they are 

not primarily intended for development (e.g. anti-terrorism cooperation), they do not have 

a sufficient concessional element (e.g., their grant element is less than 25%), or they are 

provided to a country that is not on the list of ODA recipients (e.g. Israel, Singapore, etc.). 

When studying non-DAC donors, it is imperative to remember that they do not use 

OECD-DAC definitions of aid, and that they are not required to comply with OECD 

norms about aid provision and reporting. This is leading some authors to perform 

comparisons between data that is not equivalent (in standard formal logic, this is called a 

false equivalence fallacy), such as comparing ODA by traditional donors with the total of 

financial flows from non-DAC donors. As Dreher et al. (2015) remind us, such fallacy is 

“thereby impeding knowledge accumulation related to the nature, allocation, and effects 

of non-Western development finance” (p.6). To obviate to this problem, thus, is important 

to differentiate between ODA and OOF, using the same criteria, when dealing with non-

DAC donors’ aid as well. Fortunately, since the end of 2017, AidData database provide 

information on the degree of concessionality of Chinese aid flows for Latin-American 

and Caribbean developing countries as well (being previously limited to African countries 

only), which makes possible to differentiate between Chinese ODA-like projects and 

OOF-like projects in Latin America and the Caribbean. While in the previous chapters I 

only used data about projects regarding ODA-like projects, to properly assess Chinese 
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projection in LAC in this chapter I wish to take in consideration Chinese OOF as well. 

The reason for doing so it easily explained: Chinese OOF, which are more market-

oriented forms of Chinese financing abroad, represent the vast majority of Chinese 

official finance in Latin America and the Caribbean. Thus, including OOF-like flows in 

this analysis allows to have a more comprehensive understanding of the relationship 

between China and LAC region. 

 

5.1 Hypotheses 

Political self-interest: The first working hypothesis for this chapter, thus, is that Chinese 

OOF promote Chinese economic and commercial interests in a larger degree than Chinese 

ODA-like flows, which instead, as already shown by Chapter 3, are more oriented in 

promoting Chinese foreign policy goals (in particular, Taiwan recognition and UNGA 

voting patterns). 

In other terms: 

Hypothesis 1: Chinese ODA to LAC are associated to Chinese foreign policy interests in 

a larger degree than Chinese OOF. 

 

Economic self-interest: While the literature on ODA somehow share a consensus over the 

importance of recipient needs, institutional characteristics of recipients, and donors’ 

political and economic self-interest as important factors in determining bilateral ODA 

budget allocation to developing countries (Alesina and Dollar, 2000), the literature on 

private commercial flows show that economic factors and business environment are the 

most important elements in its determination (e.g. decisions of private investors and 

lenders can be influenced by considerations like the size of the recipient market, 

recipient’s political stability and rule-based governance, recipient’s repayment capacity, 

and anticipated returns) (Jensen, 2003). Chinese OOF-like official financing are expected 

to be influenced by similar factors than those that shape Western countries’ flows (Dreher 

et al., 2015). Some authors argue that China’s need to secure its access to natural 

resources in the developing world – as Kennedy (2011) calls it: China’s “petroleum 

predicament” or Chinese struggle for “energy security” – may be an important 

determinant of Chinese ODA and OOF (Mohan and Power, 2008; Marysee & Geenen, 

2009; Taylor, 2009; Vines et al., 2009; Berthélemy, 2011), proposition that is strongly 
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denied by Chinese government officials (State Council, 2011). As well as for ODA, OOF 

may also be tied to securing access to new markets in the developing world, in order to 

guarantee buyers to Chinese exports. 

My second hypothesis for this chapter is thus: 

Hypothesis 2: Chinese OOF to LAC are associated to Chinese economic interests in a 

larger degree than Chinese ODA-like flows. 

 

Recipient’s Governance and Institutions: As remembered in earlier chapters of this 

monography, Chinese foreign aid policies claim to be based on the principle of non-

interference in the recipient’s domestic affairs. This has been a source of concert in 

Western politics and academia, since it could mean that China engages in deals with 

authoritarian regimes, corrupt countries and countries that violate human rights. In 

particular, regarding Latin-America and the Caribbean, some authors (Brand et al., 2015) 

have spoken about an “authoritarian nexus” between China and non-democratic regimes 

in LAC region. On the other side, the literature offers a contradictory explanation: since 

we are talking about loans, better institutional quality should predict a larger share of 

OOF, due to the fact that higher levels of institutional quality constitute a factor 

influencing repayment rates (countries with bad institutions are more likely to default on 

loans) (Reinhart and Rogoff, 2004; Faria and Mauro, 2009; Dreher et al, 2015, p.10). For 

this reason, I expect Chinese OOF flows to respond to more pragmatic economic and 

financial concerns and therefore to be conditioned by institutional quality than ODA 

flows, which may in turn be conditioned in a larger degree by political considerations. 

In other words: 

Hypothesis 3: Chinese ODA-like flows favor countries with bad institutions in a larger 

degree than Chinese OOF financing. 

 

5.2 Chinese official financing to Latin America and the Caribbean: data used 

Since China does not report to the OECD nor publishes detailed project-level data and 

annual bilateral data, I am going to operate using AidData’s Chinese Official Finance 

dataset to quantify Chinese official foreign financing activities. Such database relies on 

the information available from public and open sources, and includes both Chinese aid 

and non-concessional official financing, capturing 4,373 records totaling $354.4 billion.  



160 

 

 

In a similar way to the econometric analyses performed in previous chapters, my focal 

dependent variable is the monetary value (in constant 2009 US$) of projects committed 

to a recipient country in a given phase of Chinese aid expressed as a percentage of total 

global Chinese budget. Due to the limited availability of data, I am going to take into 

consideration only phase 5 (1996-2006) and phase 6 (2007-2016), and I also exclude all 

projects that lack information regarding their respective financial expenditure. It has to 

be noted that data for each phase do not include all the respective years (the 1996-1999 

and 2015-2016 periods are missing from Aiddata’s database). 

As shown by graph included in Figure 60 below, OOF-like flows constitute the vast 

majority (76%, more than 40 billion USD) of Chinese total flows to the region, as 

compared to only 18% (9.4 billion USD) of flows that are constituted by ODA-like flows. 

Projects that remain vague unverified pledges, are also excluded from the econometric 

analysis I am going to perform below. 

 

Figure 60 - Chinese official flows to all recipients, flow by class by region (2007-
2016) 

 
 



161 

 

 

Looking at the type of financial flows portrayed in Figure 61 below, we can see that the 

vast majority of OOF flows to LAC is constituted by loans (36.7 billion USD in the 2007-

2016 period), followed by export credits (2 billion USD in the same period), which, as 

defined by the OECD (2018), are an “insurance, guarantee or financing arrangement 

which enables a foreign buyer of exported good and/or services to defer payment over a 

period of time”. 

 

Figure 61 - Chinese official flows to all recipients, type flow by region (2007-2016) 

 
Disaggregating projects by intent, we can see that only 3% of OOF to LAC aim to 

development (totaling 1.3 billion USD in the 2007-2016 period), being the largest share 

mixed intent projects (55% or 21.8 billion USD), followed by commercial projects (41%, 

or 16.5 billion USD). Data by region is summarized in Figure 62 below. 
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Figure 62 - Chinese OOF to all recipients, intent by region (2007-2016) 

 
 

Disaggregating OOF projects by sector also reveals interesting information: while the 

social sector includes a small amount of financial flows (indicating a scarce Chinese focus 

in sectors such as education, health, and government infrastructure), these projects are 

provided with considerably less funding than those provided to economic and commercial 

projects, transport infrastructure projects and energy generation and supply projects. In 

particular, as summarized by Figure 63 and Table 12 below, energy generation and supply 

has been the most well-funded sector in the 2007-2016 period, totaling 17.7 billion USD, 

44% of total Chinese OOF budget for the region. These data seem to confirm that the 

interest of Chinese government to cooperate in order to secure energy resources is of 

primary importance. 
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Figure 63 - Chinese OOF to all recipients, project sector by region (2007-2016) 
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Table 13 – Chinese OOF to Latin America and the Caribbean by project sector 
(2007-2016) 

OOF Project Sector 
Project expenditure (2014 
USD) 

Percentage of 
total 

Agriculture, Forestry and Fishing 553,761,111 1% 
Banking and Financial Services - 0% 
Business and Other Services 212,374,700 1% 
Communications 1,819,191,025 5% 
Education 125,707 0% 
Emergency Response 332,996 0% 
Energy Generation and Supply 17,794,164,781 44% 
General Budget Support 1,423,454,709 4% 
Government and Civil Society - 0% 
Health 279,513,005 1% 
Industry, Mining, Construction 1,839,539,773 5% 
Non-food commodity assistance - 0% 
Other Multisector 2,531,882,583 6% 
Other Social infrastructure and services 4,490,455,441 11% 
Support to NGOs and Government 
Organizations 164,105 0% 
Trade and Tourism 2,790,641,684 7% 
Transport and Storage 6,286,932,891 16% 
Unallocated / Unspecified - 0% 
Water Supply and Sanitation - 0% 
Total 40,022,534,510  

 

 

5.3 Econometric analysis 

Regression equation - In a similar fashion to previous chapters, I estimate the following 

equation (adapted from Dreher et al., 2015): 

 

oofit = 𝛽0 + 𝛽1𝑝𝑜𝑙𝑖𝑡𝑖𝑐𝑎𝑙it-1 + 𝛽2𝑒𝑐𝑜𝑛𝑜𝑚𝑖𝑐it-1 + 𝛽3𝑖𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑎𝑙it-1 + 𝛽4𝑐𝑜𝑛𝑡𝑟𝑜𝑙it-1 + 𝜏t + 𝜀it 

 

where oofit is the main dependent variable that measures China’s OOF finance to country 

𝑖 in historical phase 𝑡; 𝑝𝑜𝑙𝑖𝑡𝑖𝑐𝑎𝑙it-1 is a vector of Chinese foreign policy independent 

variables (Taiwan recognition and UNGA voting pattern); 𝑒𝑐𝑜𝑛𝑜𝑚𝑖𝑐it-1 represents the 

economic independent variables (importance of the recipient market for Chinese exports 

and fuel exports as a percentage of total merchandise exports); 𝑖𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑎𝑙it-1 stands 
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for the institutional and governance quality independent variables (level of democracy, 

level of corruption, human rights protection); and 𝑐𝑜𝑛𝑡𝑟𝑜𝑙it-1 designates control variables 

(recipient population and distance from Beijing); 𝜏t stands for phase related fixed effects; 

and 𝜀it is the stochastic error term.  

Method of estimation used - In order to estimate the parameters of the models based on 

the observed set of values, in line with the econometric analysis performed in the anterior 

chapters, I use a Fractional Logit (FLOGIT) model (while Dreher et al. (2015) use 

Ordinary Least Squares (OLS) regressions). As explained more in detail in the 

methodology chapter, FLOGIT is preferable because, when estimating for the OOF share 

received by each recipient, takes in consideration that it uses result variables that are 

bounded, being restricted to take on values between 0 and 1 (for instance, no country 

could receive more than 100% of Chinese OOF, or less than 0%). Doing so, the model 

accounts for an influence of the independent variable that is not constant, which could be 

misleading (such problem would surge, instead, using Ordinary Least Squares (OLS) 

regressions). My models are estimated by employing two cross-sections matching the 

corresponding of the last two phases of Chinese aid program (as summarised in chapter 

3). Estimating cross-sections (and not annual data like Dreher et al. 2015) offers better 

results, since Chinese OOF flows present a strong volatility from year to year (as 

portrayed by the graph in Figure 64 below). My selected variables, thus, are not expected 

to explain the volatility of Chinese aid but are assumed to explain the share of OOF from 

China that an individual recipient country or a developing region received in average in 

a certain time period (Gupta et al., 2006; Dreher & Fuchs, 2011).  
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Figure 64 - Chinese total OOF, yearly amounts 

 
 

5.4 Main results 

First of all, it is interesting to see if there is a correlation between the levels of ODA and 

the levels of OOF. A simple linear regression shows us that at the global level there is 

indeed a statistically significant positive correlation between the two, meaning that 

countries that receive more ODA also should receive more OOF (each additional 

percentage point of OOF predicts an additional 0,44 percent of ODA). Data distribution 

at the global level for the period 2007-2016 is shown by Figure 65 below.  

  



167 

 

 

Figure 65 - Chinese Other Official Flows and Official Development Aid to all 
recipients (2007-2016) 

 
 

Regarding LAC only, instead, my data shows that the relationship is not statistically 

significant in the region. In fact, Cuba is the country receiving more ODA-like flows by 

China in the last phase in the whole planet (11.11% of total Chinese aid budget), but the 

Caribbean island is not receiving any OOF. Contrariwise, Venezuela is the country in 

LAC receiving more OOF (7.1% of total Chinese OOF), in particular loans, but it is not 

receiving any ODA by China. The stacked bar chart contained in Figure 66 below 

summarizes the levels of ODA and OOF received by the top ten Latin American and 

Caribbean countries in 2007-2016. 
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Figure 66 - Chinese ODA and OOF to Latin America and the Caribbean (2007-
2016) 

 
 

Control variables – Distance from China seems not to have any correlation with the 

amount of OOF provided by China to all recipients in general in the last two phases, while 

in Latin America and the Caribbean it has a positive relationship (meaning that farther 

countries, such as Brazil and Argentina, receive more OOF flows than closer countries, 

such as Mexico and Cuba). 

Population seems to be relevant for Chinese OOF in the last phase only (2007-2016). Its 

correlation with Chinese OOF has a positive coefficient, meaning that, as expected, more 

populous countries receive more loans. The same type of relationship is manifested in 

LAC in the last two phases at the 99% level of confidence, being the coefficient bigger 

in the last phase. 

 

Recipient’s need – OOF correlation with GDP per capita presents mixed results at the 

global level. In phases 5 poorer countries seem to receive more OOF, while in phase 6 

more OOF have been directed to richer countries. In Latin America and the Caribbean, 
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nevertheless, more OOF have been directed to richer countries in both last two phases 

(with a confidence interval of 1%). 

 

Recipient’s institutional characteristics – The degree of democracy of recipient regimes 

at the global level appears to possess a negative relationship with OOF flows in the fifth 

phase. In LAC region, instead, more democracy is associated in the last phase with 

increasing levels of OOF. Distribution of data is shown in Figure 67 below. 

 

Figure 67 - Democracy levels vs Chinese OOF to LAC (2007-2016) 

 
 

If I replace democracy level with other indicators of the quality of governance (which are 

used as a proxy for the probability of a country to pay the loan back), I do not get very 

noteworthy results at the global level: corruption does not have a statistically significant 

relationship with OOF at the global level, when controlling for all other factors; human 

right protection neither present significant results relating to OOF at the global level. In 

LAC region results are mixed: corruption and human right protection have a negative 
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influence in the fifth phase; in the most recent phase, instead, more corruption and more 

protection of human rights are associated with more financial flows coming from China. 

Data distribution for LAC in the 2007-2016 phase is presented in Figure 68 below. 

 

Figure 68 - Corruption vs Chinese OOF to LAC (2007-2016) 

 
 

Chinese foreign policy interests -  Recognition of Taiwan and UNGA voting pattern, as 

expected, do not have a statistically significant correlation with the levels of OOF at the 

global level, when controlling for all other factors. In LAC region, instead, my data 

presents mixed results: Taiwan recognition has a negative influence in the fifth phase and 

a positive influence in the sixth phase (at conventional levels of significance), while the 

coefficient for UNGA level of agreement with China is the opposite, presenting a positive 

sign in the fifth phase and a negative one in the last phase. 

 

Chinese economic interests – My data results show that the importance of the recipient’s 

market (as measured by the level of bilateral imports from China) and the production of 
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fuel (as measured by the relative importance of fuel exports over total exports) do not 

have a statistically significant correlation with Chinese OOF at the global level. In LAC 

region, instead, the coefficient for the level of exports by China to LAC economies 

present a negative correlation with Chinese OOF in the last two phases, meaning that 

countries receiving more Chinese manufactured products have received less Chinese 

OOF. Fuel production is statistically significant in the last phase, indicating that countries 

producing more hydrocarbons have indeed received more grants and loans from China in 

the 2007-2016 period. Distribution of data for fuel production and OOF is contained in 

Figure 69 below. 

Figure 69 - Fuel Exports vs Chinese OOF to LAC (2007-2016) 

 
 

5.5 Chapter Conclusions 

In line with my expectations and the empirical findings of previous literature (Dreher et 

al., 2015), I find that, compared to ODA-like flows that show a correlation to Chinese 

political and foreign policy self-interests, OOF flows show a stronger relationship with 

economic and commercial motives. In particular, the most relevant finding is that fuel 
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exporting countries (e.g. Venezuela) are more likely to receive loans and grants from 

China, which could indicate a greater interest by China to favor the fulfillment of its 

energy needs. I found no evidence that other official financial flows from China are 

related to the levels of democracy. In fact, the most non-democratic country in LAC, 

which is Cuba, does not receive any OOF (while, at the same time, the Caribbean island 

is the biggest receptor of ODA-like flows). I find that the levels of OOF are independent 

from the levels of corruption at the global level, while in the most recent phase corrupt 

countries in LAC (e.g. Venezuela) indeed received more OOF from China. A possible 

explanation provided by the literature is that for China is easier to negotiate and transact 

with countries with a poor governance, since it mainly provides commodity-backed loans 

(in the case of Venezuela, loans backed by oil) that are a financial modality that reduces 

for the loaner the perils of financial misuse, non-repayment and default (Brautigam 2011, 

Dreher et al., 2015). In conclusion, conducting an OOF econometric analysis to the 

previous ODA analysis adds much information and helps clarify why there are so many 

claims from the academic literature and the media condemning China for directing its 

foreign aid to corrupt rich oil countries: in reality, it is not ODA that is going to especially 

corrupt recipients, but OOF, that are not considered as official development aid in the 

strict OECD’s sense. 
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Table 14 – Summary of findings 

Independent 
variables 

Expectations 
from literature 

Data results for ODA Comparison with 
other donors 

Data results for OOF 

Control variables 
Distance from 
China 

Should matter 
less in recent 
phases (China 
becomes a global 
actor) 

As expected, distance 
has a negative influence 
on ODA in the third, 
fourth and fifth phases. 
In the last phase distant 
countries received 
more aid in the last 
phase both at global 
and LAC level. 

(Distance from China 
not relevant to other 

donors) 

Distance not 
correlated OOF 
amounts. In last two 
phases positive 
relationship in LAC 
(farther countries 
receive more OOF). 

Population Less relevant than 
DAC donors. 
China should 
prefer to donate 
to more countries 
regardless of 
population. 

China donates more to 
less populous countries. 
In the last phase the 
effect is reversed. In 
LAC, china aimed at 
donating to a greater 
number of countries in 
the last two phases. 

US, Germany and 
Spain aim to donate 
to a greater number 
of people, hence 
showing a possible 
humanitarian intent 
greater than the 
Chinese one. 

In the last phase 
(2007-2016) more 
populous countries 
receive more OO. In 
LAC, more OOF to 
populous countries in 
last two phases. 

1) Need of recipient 
GDP per 
capita 

Less relevant than 
DAC donor (win-
win approach). 

Chinese government 
gave ODA globally to 
richer countries in 
phases 2, 3 and 4, and 
to poorer countries in 5 
and 6. In LAC, China 
donated to richer 
countries in phases 2 
and 6. 

All four donors 
behave similarly and 
prefer to give ODA to 
poorer countries (but 
not in LAC region). 

Mixed results 
globally. In LAC, richer 
countries receive 
more OOF. 

2) Policies and Institutions of recipient 

Democracy Less relevant 
(non-interference 
principle).  
Could favour 
authoritarian 
regimes 
(authoritarian 
nexus). 

Chinese ODA and levels 
of democracy present 
mixed results at the 
global level. LAC and 
MENA regions, more 
democratic countries 
received more ODA. In 
LAC, phase 6 favours 
democracies. 

Despite their rhetoric 
and DAC policies, DAC 
donors are not 
conditioning their aid 
to the maintenance 
of democratic 
institutions at the 
global level. Both 
China and DAC 
donors donate more 
to more democratic 
countries in LAC 
region 

Negative relationship 
with OOF in the fifth 
phase. In LAC region, 
instead, more 
democracy is 
associated in the last 
phase with more 
OOF. 

Corruption China could 
prefer more 
corrupt 
governments for 
ODA. Could prefer 
less corrupt 
recipients for 
loans (OOF). 

Chinese aid is directed 
to country with higher 
levels of corruption at 
the global level in last 
two phases (but not in 
Latin America and the 
Caribbean, last phase 
favours less corrupt 
recipients). 

Benchmark countries 
donate to corrupt 
countries as well. In 
LAC region the US and 
Spain donate to 
corrupt countries in a 
larger fashion than 
China. 

Corruption does not 
have a statistically 
significant effect on 
OOF at the global 
level. Mixed results in 
LAC. 
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Human Rights 
protection 

Less relevant than 
DAC donors 

Chinese aid is not 
statistically associated 
with Human Rights 
protection at global 
level. At LAC level, 
positive correlation in 
phase 5. 

US and Spanish aid 
present a negative 
correlation globally. 
In LAC region, the US, 
Germany and Spain 
are donating more to 
countries that protect 
Human Rights less. 

Human right 
protection does not 
present significant 
effects on OOF at the 
global level. Mixed 
results in LAC. 

3a) Political self-interest of China 
Taiwan 
recognition 

Since phase 3 
PRC-ROC 
competition more 
intense 
(1979 USA broke 
relations with 
ROC) 

Negative effect of 
Taiwan recognition on 
aid amounts in phases 1 
and 5 at both global 
and LAC levels. 

(Taiwan recognition 
not relevant to other 

donors) 

Recognition of 
Taiwan does not have 
a statistically 
significant correlation 
with the levels of OOF 
at the global level. 
Mixed results in LAC. 

UNGA voting 
rate of 
agreement 
with China 

Political and 
ideological 
motives are 
important in 
phase 4 
(Tiananmen 
Square, “One-
China policy” 
support) 

China didn’t reward 
countries voting in line 
with her. In LAC positive 
correlation  are 
significant in the last 
phase. 

(Agreement with 
China not relevant to 

other donors) 

UNGA voting pattern, 
does not have a 
statistically significant 
correlation with the 
levels of OOF at the 
global level. Mixed 
results in LAC. 

3b) Economic self-interest of China 
Bilateral 
exports 

Since phase 3 
commercial 
motives should 
increase (Deng 
Xiaoping 
economic 
reforms, access to 
foreign markets) 

Chinese aid not 
correlated to its exports 
to recipients. During 
the last phase (2007-
2016) China donated 
more to countries that 
received a smaller 
share of its imports. 

Spanish and German 
aid are not used to 
promote exports.  
United States donates 
more to countries 
that import more US 
products 

importance of the 
recipient’s market 
does not have a 
statistically significant 
correlation with 
Chinese OOF at the 
global level. In LAC 
countries receiving 
more Chinese 
manufactured 
products have 
received less Chinese 
OOF. 

Fuel exports Since phase 3 
economic motives 
should increase 
(Deng Xiaoping 
economic 
reforms, energy 
needs increase) 

Globally, China donated 
more aid to fuel 
producing countries in 
the fifth phase.  
In LAC, Chinese aid is 
negatively correlated to 
fuel production in the 
last phase. 

US, German and 
Spanish aid 
correlation to the 
recipient’s fuel 
production is not 
statistically 
significant.  
In LAC, Germany’s 
result is mixed. Spain 
donate less to fuel 
producing countries. 
The US donate more 
to fuel producing 
countries. 

The production of 
fuel does not have a 
statistically significant 
correlation with 
Chinese OOF at the 
global level. In LAC, 
countries producing 
more hydrocarbons 
received more OOF in 
2007-2016. 
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Conclusions 

Driven by China’s extraordinary economic growth, China’s rise is undoubtedly the most 

important global phenomenon of the last two decades. In this PhD thesis I have covered 

several aspects related to China’s rise in the international system, focusing in particular 

on its role as an emerging donor within the international development system, but dealing 

as well with China’s enhanced participation and engagement with the international trade 

system, financial system, monetary system, etc. As shown by the first chapter of this work, 

China increasingly participates in international institutions and it is gradually more 

compliant with the established norms and practices of the US-led international order. In 

fact, China’s has joined a large number of international organizations such as the WTO 

and the FMI, participates in multilateral financial initiative at the global and regional level, 

and its currency is increasingly internationalized.  

Nevertheless, within the international development cooperation community, China 

resisted any attempt at cooptation to Western development cooperation practices by the 

OECD Development Assistance Committee, and instead preferred to follow its own 

practices and to follow its own procedures, establishing a sort of parallel system to deliver 

its aid and to foster its interests in the developing world (including Latin America and the 

Caribbean), creating its own multilateral development bank (the AIIB) and promoting its 

own ambitious Sinocentric development scheme (the One Belt One Road initiative). 

However, China’s emergence as the principal alternative donor has raised a series of 

concerns among academics and development practitioners. On the one hand, such worries 

stem from the fact that China, not belonging to the OECD DAC, does not have to comply 

to the OECD rules on transparency of aid, and does not have to commit to the OECD 

guidelines concerning aid policy conditionality that, above all, condition the provision of 

aid to the respect of democracy and human rights, thus undermining the efforts of the 

international community towards a greater global democratization and HHRR protection. 

On the other hand, China’s emergence as a donor could also open a new era for the 

international cooperation community, an era in which cooperation is horizontal and 

South-South cooperation embodies a strong alternative to the hierarchical North-South 

traditional cooperation led by donors from Western countries. Those two factors, 

combined, sparked talks about a “silent revolution” within the international development 

cooperation system (Woods, 2008). 
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The analysis conducted in this PhD thesis has been important to cast a light on many 

claims about Chinese Official Development Aid and Chinese Other Official Flows, 

claims that are often of a speculative nature and are not backed by a rigorous empirical 

analysis. The conclusion of my econometric analyses is that many of those claims are not 

supported by the data: political motives, in particular, are shown to be less important than 

economic motives; some claims are not confirmed when considering Chinese official 

development aid, but they are when taking in consideration other financial flows; for 

example, China being an energetic resource-hungry donor appears to be correlated to its 

provision of loans, but not to its provision of ODA flows. Specifically, after a careful 

review of existing literature, in this work I took in special consideration some claims from 

previous academic work about Chinese international cooperation towards Latin America 

and the Caribbean, and adopted such claims as hypotheses to test empirically through 

quantitative methods. Such accusations regarding Chinese cooperation can be classified 

into four types of claims: (a) relative to the need of the recipient country – in particular, 

that the need of the recipient is ignored by China, being Chinese aid defined as "rogue 

aid" (Naím, 2007); (b) relative to the characteristics of the recipient’s regime – for 

instance, the literature claims that China prefers to donate to authoritarian states to oppose 

the processes of democratization (Taylor, 1998), particularly in Latin America and the 

Caribbean , where the existence of an “authoritarian nexus” is hypothesized (Brand & al., 

2015); (c) relative the political self-interests of the People’s Republic of China; in 

particular, considered that the “One China” doctrine is a fundamental principle of Chinese 

foreign policy, China may donate to oppose the diplomatic recognition of Taiwan by 

recipient countries (Taylor, 1998, Brautigam, 2008, Rich, 2009) or in order to gain 

support at the United Nation’s General Assembly, especially to gain support in the votes 

related to Human Rights violations (Thacker, 1999, Alesina & Dollar, 2000, Barro & Lee, 

2005, Kilby, 2009a, 2010, 2011); and, finally, (d) relative to Chinese economic and 

commercial self-interest; in particular, that China may donate to gain access to developing 

markets and to achieve greater business opportunities (Davies, 2007, Lum et al., 2009, 

Pehnelt, 2007, Schüller et al., 2010), to secure energy needs and to gain access to raw 

materials (Alden, 2005, Davies, 2007, Naim, 2007, Halper, 2010). 

To empirically prove or disprove such claims, I conducted a series of nested regressions 

using Chinese financial flows (both ODA or other types of official flows) as a dependent 
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variable, dividing my database in six historical phases (each responding to different 

Chinese strategic foreign policy interests) and using indicators for each of the claims from 

the literature, plus a series of control variables, for each phase and for each of the 151 

developing countries (resulting in n=906). Using this approach, I have been able to: 

compare the most recent phases to the older phases of Chinese aid; compare ODA and 

other flows received by Latin American and Caribbean countries to those received by 

other developing regions; compare Chinese ODA to ODA by other important donors to 

the region (USA, Germany, Spain); and, finally, compare Chinese ODA to Chinese Other 

Official Flows. 

Coming then to the my main research question: which are the factors influencing Chinese 

aid to Latin America and the Caribbean? From the results of this my econometric 

analyses several points emerge that offer a more complete vision of Chinese aid to LAC 

(as shown in Table 13 above). First, regarding my control variables, my data confirmed 

that distance from Beijing is not a relevant factor: China is increasingly a global donor, 

having augmented the amount of aid donated to farther countries in the XXI century; this 

confirms that China has global ambitions as a donor and thus started behaving like more 

consolidated donors (differently than the other smaller emerging donors, who mostly 

focus on their neighbors, e.g. India or the Arab States). In addition to donate to farther 

countries, in the last decades China also aimed to donate to a larger number of countries, 

especially in LAC, reflecting its interest in establishing its cooperation relations with a 

greater number of partners, regardless of the size of their population (the US, Germany 

and Spain, instead, aim to donate to a greater number of people, possibly showing a 

greater humanitarian intent).  

Second, my analysis confirmed that Chinese aid is indeed less respondent to the need of 

recipient countries than DAC donors, being faithful to the “win-win” approach officially 

utilized by China’s Ministry of Commerce as a guideline for Chinese aid provision. In 

fact, China prefers to give ODA and especially OOF to LAC countries with a greater 

GDP per capita.   

Third, following Chinese non-interference principle in its foreign affairs, I did not find a 

significant effect of the recipient’s regime on the amounts of aid from China. Since 

democratic countries receive more ODA and OOF than authoritarian ones in LAC, my 

data seem to disprove the “authoritarian nexus” hypothesis, which was one of the main 
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concerns of previous literature. Moreover, I also found that despite their rhetoric and 

DAC policies, DAC donors are not really conditioning their aid to the maintenance of 

democratic institutions at the global level. Nevertheless, regarding corruption, I find that 

in last two phases both Chinese and DAC aid are directed to country with higher levels 

of corruption at the global level; furthermore, the US and Spain donate ODA to corrupt 

LAC countries in a larger fashion than China. Human Rights protection, as expected due 

to Chinese non-interference principle, does not present a statistically significant relation 

with ODA levels from China. 

Fourth, coming to Chinese political self-interest, Taiwan recognition offers mixed results 

while the rate of agreement with China in the UNGA by LAC countries shows a positive 

correlation in the last phase with the levels of ODA (but not OOF), showing that 

friendliness with China is indeed an important factor in its ODA allocation. In fact, Cuba, 

which maintains political positions similar to China, is the country that is receiving more 

ODA from the Asian power. 

Fifth and last, my data showed that, relatively to commercial and economic Chinese self-

interest, Chinese aid is not correlated to its exports to recipient countries, being more 

ODA and OOF directed to countries that received a smaller share of its imports. This may 

be interpreted as an interest in opening up now markets to Chinese products. The United 

States, in comparison, donate more ODA to recipients whose market is more important 

for American products.  Data on fuel exports also showed that China tendentially donates 

more aid to fuel producing countries at the global level, as the US also does. In LAC, 

instead, China prefers to target more OOF rather than ODA to countries that produce 

more hydrocarbons, showing that the critics to Chinese cooperation may be misdirected: 

China is not using its aid to secure its energy needs, but it may be using its OOF for that 

purpose, particularly loans. Venezuela, the largest oil producer in LAC region, has been 

in fact also the greatest recipient of Chinese loans in the last decade. 

In conclusion, my research found that most concerns towards Chinese aid are not justified, 

especially regarding a special relationship with recipients that are authoritarian, corrupt 

and violating human rights. While humanitarian concerns seem to be of limited 

importance and political aspects play a secondary role in China's relations with Latin 

America (being the active search for a "One China" policy not clearly correlated to the 

amounts of aid), commercial and economic self-interest may play a bigger role. In this 
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sense, my data seems to be reflecting the official policy of Chinese Ministry of Commerce: 

China is seeking a “win-win approach” in its aid provision. 

Coming to the broader implications of my results, since my data showed that critics of 

Chinese aid may be mistaken, calls for a closer relationship between China and LAC 

region appear to be appropriate, especially because there is a great complementarity of 

economic interests that may lead to mutual development: LAC needs of a buyer for its 

abundant natural resources and China willing to buy them to sustain its production and to 

secure its energy needs. Nevertheless, the relationship between China and LAC countries 

is absolutely asymmetrical both in economic terms (LAC exports primary goods and 

imports technological manufactured goods) and in political terms (the cooperation agenda 

is modelled on Chinese interests), showing that, rather than implementing the South-

South cooperation model, China is replicating the Centre-Periphery model that has been 

considered as a prerogative of traditional Western donors. In essence, the more China 

emerged as an important player in the international economic, political and cooperation 

arenas, the more it has been behaving similarly to traditional powers. Therefore, 

enthusiasm towards a more horizontal relationship between China as an emerging donor 

and aid recipients, which may introduce a “silent revolution” towards a more democratic 

international cooperation system, seem to be too optimistic.  

In conclusion, this research confirmed that China is not a very socialized actor within the 

field of international cooperation for development nor is likely to be socialized in the 

short and medium term; while most of the harshest critics are simply not backed by 

sufficient empirical evidence, and neither there is evidence of China seeking conflict with 

the established community of traditional donors, the Asian giant is indeed an emerging 

donor that doesn’t abide to the established norms of behavior when it does not fit its own 

interests, to the point of creating alternative multilateral financial institutions (such as the 

AIIB) to escape the constraints of the Western-led development community, and resisting 

any attempt of cooptation by the OECD-DAC. In this sense, I consider appropriate to 

speak of a Chinese coexistence with the status quo in the development field rather than 

its cooptation; in reality, China has been building a system of cooperation of development 

(as epitomized by the OBOR initiative) that runs in parallel with and independently from 

Western development efforts. 
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Therefore, the conclusions of this PhD thesis support the idea that the area of the IPE in 

which China is less socialized is indeed the field of international development. While 

China’s cooptation in the international monetary system is somehow proceeding slowly, 

China’s socialization in the international financial system and in the international trade 

system appears to be considerably faster. Generally speaking, Chinese behavior towards 

the international status quo rather suggests PRC’s willingness to engage in the existing 

international order, not as a passive actor but as a leading actor seeking to reshape some 

established rules to better fit its interests (and being mostly passive whereas it couldn’t 

receive any benefit from active participation). At the same time, China has also shown its 

inclination to modify its international behavior and even domestic structures to ensure an 

effective participation in the international community. Coming to Latin America and the 

Caribbean, the region has the most to gain from the change in economic and political 

power relations, with both China and the US competing for influence. On the one hand, 

a passive attitude by LAC could convert the region in a battle ground for a revisited cold 

war, trapped as a playing field for the two current global powers, which is a risk that the 

region cannot afford. On the other hand, if LAC countries (and especially countries of the 

Pacific Alliance) will continue maintaining an assertive stance and continue keeping close 

ties with both superpowers, while engaging with a plurality of external actors, such 

competition could facilitate unprecedented levels of independence in deciding their own 

policies and ultimately favor regional development.  

 

Future research concerns new proposals to try different methods and deeper analysis of 

particular mechanisms. First, I would like to complement my research with qualitative 

techniques. While an analysis of Chinese flows of money (ODA and OOF) to Latin 

America and the Caribbean unavoidably has to rely on quantitative methods, qualitative 

research in the form of interviews (to Chinese officers and their Latin American 

counterparts) could offer a more nuanced analysis of the subject. Second, obviously, the 

complexity of the topic could be studied more in depth, both by studying further causal 

mechanisms and through the use of alternative types of dependent and independent 

variables, which may have an important influence on the cooperation relationship 

between China and LAC. For instance, it would be interesting to deepen the analysis of 

Chinese Other Financial Flows, analyzing the reasons for Chinese debt forgiveness, or to 
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disaggregate the different types of loans offered by China to LAC countries, and studying 

their motives and consequences (since often Chinese loans are enormous, part of them 

are defaulted on by developing countries).  Additionally, it would be very relevant to 

compare the effectiveness of Chinese aid with aid from other donors, and to understand 

the effect of Chinese cooperation for recipient countries. For the latter, it would be 

necessary to conduct micro-level studies on the ground, understanding how China is 

implementing its project at the national or at the regional level, and finally, realizing case 

studies of specific projects. Those studies could focus on the lack of comprehensive 

standards including environmental and social risk management systems for the 

implementation of Chinese infrastructure projects, as revealed in Colombia by the failure 

of the Hidroituango project (the construction of a hydroelectric dam on the river Cauca 

in Antioquia department, jointly financed by the China Co-Financing Fund for Latin 

America and the Caribbean). Future research could also investigate more in detail other 

possible causes of conflict within the development cooperation community, such as 

competition for status and prestige with other donors, resource competition, conflict with 

the strategic interests of other donors or fundamental disagreements over specific rules of 

the system that might involve Chinese cooperation. As the global development 

cooperation landscape evolves and China’s aid continues to grow, there will be consistent 

need for future research on this topic. 
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Annexes - Regression tables 

Table 1 – Regression results for historical phases of China’s aid program 
 

 
1.Aid 

project
s (avg) 

2.Aid 
projects 

(AidData) 

3.Aid 
Amount 

(avg) 

4.Aid 
Amount 

(Aiddata) 

5.Aid 
amount 
(Bartke) 

6.Aid 
amount 

(CIA) 

7.Aid 
amount 
(OECD) 

8.Medic
al Staff 
(CCY) 

9.Food 
aid 

(FAIS) 

10.Food 
Aid 

(Dreher) 
Distance                  

1st phase 
(1956-1969) 

-4.785 
(0.000) 

*** 

  0.321734 
(0.771) 

  -0.215 
(0-864) 

-1.103 
(0.334) 

        

2nd phase 
(1970-1978) 

-0.722 
(0.133) 

  -0.353 
(0.596) 

  -0.068 
(0.920) 

-0.151 
(0.833) 

-0.645 
(0.242) 

      

3rd phase 
(1979-1989) 

-0.532 
(0.240) 

  -0.698 
(0.198) 

  -0.969 
(0.033) 

-0.813 
(0.312) 

-0.251 
(0.696) 

0.852 
(0.290) 

2.41e-11 
(1.000) 

  

4th phase 
(1990-1995) 

-0.106 
(0.277

5) 

           1.840 
(0.001) 

*** 

1.642 
(0.393)  

1.646 
(0391) 

5th phase 
(1996-2006) 

-1.502 
(0.000) 

*** 

-1.708 
(0.000) 

*** 

-8.849 
(0.000) 

*** 

-6.139 
(0.000) 

*** 

        3.400 
(0.000) 

*** 

0.104 
(0.875) 

6th phase 
(2007-2016) 

0.856 
(0.820) 

0.949 
(0.803) 

55.640 
(0.000) 

*** 

15.202 
(0.000) 

*** 

        6.27e-12 
(1.000) 

  

Population           

1st phase 
(1956-1969) 

-3.48e-
08 

(0.000) 
*** 

  -1.66e-
07 

(0.000) 
*** 

  -1.15e-
07 

(0.000) 
*** 

  -6.88e-
08 

(0.000) 
*** 

        

2nd phase 
(1970-1978) 

3.03e-
08 

(0.066) 
* 

  -1.08e-
08 

(0.000) 
*** 

  -2.74e-
09 

(0.811) 

-4.22e-
09 

(0.727) 

-1.49e-
08 

(0.265) 

      

3rd phase 
(1979-1989) 

-2.12e-
08 

(0.000) 
*** 

  -2.64e-
09 

(0.000) 
*** 

  -3.94e-
09 

(0.284) 

-6.54e-
09 

(0.158) 

8.90e-10 
(0.792) 

-5.22e-
08 

(0.000) 
*** 

4.69e-20 
(1.000) 

  

4th phase 
(1990-1995) 

-4.04e-
09 

(0.336) 

              -7.91e-
08   

(0.000) 
*** 

-2.06e-
09 

(0.371) 

-2.04e-
09 

(0.362) 

5th phase 
(1996-2006) 

2.50e-
09 

(0.093) 
* 

3.80e-09  
(0.000) 

*** 

1.07e-08 
(0.000) 

***  

0.000 
 (0.000) 

*** 

        -1.88e-
09   

(0.727) 
*** 

9.85e-09 
(0.068) 

* 

6th phase 
(2007-2016) 

-6.41e-
09 

(0.926) 

-2.96e-
09 

(0.965) 

7.06e-07 
(0.000) 

***  

0.000 
 (0.000) 

*** 

        -1.12e-
19 

(1.000) 

  

GDP per capita                     

1st phase 
(1956-1969) 

-0.001 
(0.626) 

  0.017 
(0.000) 

***  

  0.011 
(0.008) 

** 

0.005 
(0.218) 

        

2nd phase 
(1970-1978) 

-0.003 
(0.000) 

*** 

  -0.002 
(0.005) 

***  

  -0.001 
(0.026) 

** 

-0.002 
(0.003) 

*** 

-0.002 
(0.008) 

** 

      

3rd phase 
(1979-1989) 

-0.007 
(0.000) 

*** 

  -0.003 
(0.015) 

**  

  -0.002 
(0.046) 

** 

-0.005 
(0.024) 

** 

-0.004 
(0.022) 

** 

-0.005 
(0.001) 

*** 

-9.42e-
15 

(1.000) 

  

4th phase 
(1990-1995) 

0.0003 
(0.103) 

            -0.001 
(0.000) 

*** 

-0.002 
(0.000) 

*** 

-0.002 
(0.000) 

*** 

5th phase 
(1996-2006) 

-0.001 
(0.001) 

*** 

-.0001 
(0.206) 

-0.003 
(0.000) 

***  

-0.001 
(0.001) 

***  

        -0.001 
(0.000) 

*** 

-0.001 
(0.000) 

*** 

6th phase 
(2007-2016) 

0.0000
9 

(0.147) 

-.00009 
(0.155) 

-0.001 
(0.000) 

***  

0.000 
(0.000) 

***  

        3.08e-16 
(1.000) 

  

#Obs. 891 302 746 438 427 296 302 302 296 472 

(continues on following page) 
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Table 1 (Continued) – Regression results for historical phases of China’s aid 

program 
 

 
1.Aid 

projects 
(avg) 

2.Aid 
projects 

(Aiddata) 

3.Aid 
Amount 

(avg) 

4.Aid 
Amount 

(Aiddata) 

5.Aid 
amount 
(Bartke) 

6.Aid 
amount 

(CIA) 

7.Aid 
amount 
(OECD) 

8.Medica
l Staff 
(CCY) 

9.Food 
aid 

(FAIS) 

10.Food 
Aid 

(Dreher) 
Democracy                     
1st phase 
(1956-
1969) 

-0.259 
(0.810) 

  -3.216 
(0.009) 

** 

  -1.138 
(0.340) 

-2.150 
(0.067) 

* 

        

2nd phase 
(1970-
1978) 

-2.566 
(0.008) 

*** 

  -1.693 
(0.004) 

*** 

  -1.434 
(0.016) 

** 

-1.633 
(0.002) 

*** 

-1.664 
(0.004) 

*** 

      

3rd phase 
(1979-
1989) 

-3.409 
(0.001) 

*** 

  -2.762 
(0.002) 

*** 

  -2.095 
(0.019) 

** 

-2.879 
(0.012) 

** 

-4.307 
(0.033) 

** 

-5.763 
(0.000) 

*** 

-6.10e-12 
(1.000) 

  

4th phase 
(1990-
1995) 

-0.130 
(0.737) 

  

 

        1.066 
(0.100) 

-1.578 
(0.001) 

*** 

-1.539 
(0.001) 

*** 
5th phase 
(1996-
2006) 

-2.253 
(0.002) 

*** 

-0.836 
(0.240) 

-9.068 
(0.000) 

*** 

-6.280 
(0.000) 

*** 

        3.506 
(0.000) 

*** 

-2.297 
(0.000) 

*** 
6th phase 
(2007-
2016) 

1.233 
(0.425) 

1.178 
(0.447) 

5.148 
(0.000) 

*** 
0.664 

(0.547) 

        1.23e-11 
(1.000) 

  

Taiwan 
Recogn. 

                    

1st phase 
(1956-
1969) 

-5.609 
(0.000) 

*** 

  -13.027 
(0.000) 
*** 

  -7.860 
(0.000) 

*** 

-6.789 
(0.000) 

*** 

        

2nd phase 
(1970-
1978) 

0.277 
(0.624) 

  
0.091 

(0.880) 

  0.447 
(0.551) 

0.124 
(0.851) 

-0.110 
(0.849) 

      

3rd phase 
(1979-
1989) 

3.251 
(0.002) 

*** 

  2.260 
(0.031) 

* 

  2.129 
(0,019) 

** 

1.546 
(0.283) 

3.612 
(0.126) 

6.187 
(0.000) 

*** 

-2.55e-12 
(1.000) 

  

4th phase 
(1990-
1995) 

-0.026 
(0.963) 

  

 

        -0.013 
(0.980) 

0.375 
(0.748) 

0.325 
(0.778) 

5th phase 
(1996-
2006) 

-1.724 
(0.000) 

*** 

-1.440 
(0.001) 

*** 

-9.629 
(0.000) 

*** 

-5.354 
(0.000) 

*** 

        -9.175 
(0.000) 

*** 

-1.574 
(0.013) 

** 
6th phase 
(2007-
2016) 

-1.703 
(0.897) 

-1.393 
(0.916) 

146.849 
(0.000) 

*** 

37.653 
(0.000) 

*** 

        8.57e-12 
(1.000) 

  

UNGA 
Voting 

          

1st phase 
(1956-
1969) 

-56.180 
(0.000) 

*** 

 
-43.415 
(0.000) 

*** 

 
-31.077 
(0.000) 

*** 

-19.584 
(0.016) 

** 

    

2nd phase 
(1970-
1978) 

-10.238 
(0.006) 

*** 

 
-7.643 

(0.015) 
** 

 
-7.828 

(0.003) 
*** 

-6.603 
(0.015) 

** 

-6.901 
(0.046) 

** 

   

3rd phase 
(1979-
1989) 

1.792 
(0.658) 

 

2.007 
(0.607) 

 
8.466 

(0.053) 
* 

-0.855 
(0.868) 

-3.054 
(0.511)  

10.876 
(0.050) 

** 

9.22e-11 
(1.000) 

 

4th phase 
(1990-
1995) 

2.578 
(0.089) 

* 

 

 

    
0.420 

(0.727) 
-5.755 

(0.000) 
*** 

-5.783 
(0.000) 

*** 

5th phase 
(1996-
2006) 

-7.363 
(0.001) 

*** 

-1.085 
(0,731) 

-32.290 
(0.000) 

*** 

-18.163 
(0.000) 

*** 

   
 -11.348 

(0.000) 
*** 

-7.597 
(0.000) 

*** 

6th phase 
(2007-
2016) 

-4.367 
(0.887) 

-3.617 
(0.907) 

341.140 
(0.000) 

*** 

87.363 
(0.000) 

*** 

    
-1.30e-10 

(1.000) 

 

#Obs. 891 302 746 438 427 296 302 302 296 472 

(continues on following page) 
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Table 1 (Continued) – Regression results for historical phases of China’s aid program 
 

 
1.Aid 

projects 
(avg) 

2.Aid 
projects 

(Aiddata) 

3.Aid 
Amount 

(avg) 

4.Aid 
Amount 

(Aiddata) 

5.Aid 
amount 
(Bartke) 

6.Aid 
amount 

(CIA) 

7.Aid 
amount 
(OECD) 

8.Medica
l Staff 
(CCY) 

9.Food 
aid 

(FAIS) 

10.Food 
Aid 

(Dreher) 
Total 
Exports 

          

1st phase 
(1956-
1969) 

3.68e-08 
(0.000) 

*** 

 2.88e-08 
(0.012) 

** 

 0.000 
(0.089) 

* 

9.57e-09 
(0.382) 

    

2nd phase 
(1970-
1978) 

1.23e-09 
(0.000) 

*** 

 1.87e-10 
(0.550) 

 

 0.000 
(0.720) 

2.23e-10 
(0.464) 

1.70e-10 
(0.574) 

   

3rd phase 
(1979-
1989) 

2.22e-09   
(0.001) 

*** 

 1.48e-09 
(0.017) 

** 

 0.000 
(0.066) 

* 

   1.91e-
09   

(0.023) 
* 

2.33e-09 
(0.097) 

* 

3.85e-09 
(0.000) 

*** 

-1.88e-21 
(1.000) 

 

4th phase 
(1990-
1995) 

-1.31e-09 
(0.044) 

* 

      -3.89e-10 
(0.426) 

-9.71e-10 
(0.193) 

-9.50e-10 
(0.198) 

5th phase 
(1996-
2006) 

6.17e-11 
(0.640) 

-1.30e-09 
(0.664) 

-4.86e-09 
(0.000) 

*** 

-1.30e-09 
(0.000) 

*** 

    -1.02e-09 
(0.000) 

*** 

-1.63e-09 
(0.000) 

*** 
6th phase 
(2007-
2016) 

7.68e-09 
(0.031) 

* 

-1.72e-08 
(0.034) 

* 

-6.23e-08  
(0.000) 

*** 

-1.72e-08 
(0.000) 

*** 

    1.95e-19 
(1.000) 

 

Fuel 
exports 

          

1st phase 
(1956-
1969) 

0.266 
(0.000) 

*** 

 
-2.264 

(0.000) 
*** 

 
-1.467 

(0.000) 
*** 

-0.742 
(0.000) 

*** 

    

2nd phase 
(1970-
1978) 

0.023 
(0.0042) 

* 

 

-0.006 
(0.699) 

 
-0.006 

(0.717) 
-0.011 

(0.529) 
-0.005 

(0.717) 

   

3rd phase 
(1979-
1989) 

0.018 
(0.225) 

 

-0.009 
(0.536) 

 
-0.011 

(0,066) 
* 

0.002 
(0.923) 

-0.011 
(0.568) 

0.051 
(0.003) 

*** 

1.46e-13 
(1.000) 

 

4th phase 
(1990-
1995) 

-0.006 
(0.437) 

 

 

    
0.052 

(0.000) 
*** 

-0.166 
(0.000) 

*** 

-0.153 
(0.000) 

*** 
5th phase 
(1996-
2006) 

-0.017 
(0.027) 

* 

-0.012 
(0.038) 

* 

-0.047 
(0.000) 

*** 

0.013 
(0.105)  

    
-0.086 

(0.000) 
*** 

-0.118 
(0.000) 

*** 
6th phase 
(2007-
2016) 

0.024 
(0.048) 

* 

0.023 
(0.041) 

* 

0.230 
(0.000) 

*** 

0.009 
(0.000) 

*** 

    
(omitted) 

 

#Obs. 891 302 746 438 427 296 302 302 296 472 
Notes: 	
- Estimation technique: Fractional Logit (standard errors clustered by recipient country) as in Dreher & Fuchs (2011). 	
- All regressions include time period dummies & all explanatory variables are interacted with these dummies.	
- Marginal effects of the explanatory variables, with corresponding z-values in parentheses, are reported. The Z-score is 
(observed-mean)/(standard deviation), it is a test of statistical significance that helps to decide whether or not to reject the null 
hypothesis. Marginal effect is a measure of the expected instantaneous effect that a change in a particular explanatory variable 
has on the predicted probability of dependent variable, when the other covariates are kept fixed. 
- *,** & *** indicate significance at the ten, five & one percent level of confidence.	
- Datasets do not necessarily cover every year of the respective phase of China's aid program  
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Table 2 – Regression results for Chinese aid program by recipient region 
 

 

1.Aid 
project
s (avg) 

2.Aid 
projects 

(Aiddata) 

3.Aid 
Amount 

(avg) 

4.Aid 
Amount 

(Aiddata) 

5.Aid 
amount 
(Bartke) 

6.Aid 
amount 

(CIA) 

7.Aid 
amount 
(OECD) 

8.Medica
l Staff 
(CCY) 

9.Food 
aid 

(FAIS) 

10.Food 
Aid 

(Dreher) 
Distance           

East Asia & 
Pacific  

0.654 
(0.272) 

-0.581 
*** 

(0.000) 

36.837 
*** 

(0.000) 

0.404 
(0.741) 

24.112 
*** 

(0.000) 

-8.24e-11 
(1.000) 

-7.033 
** 

(0.011) 

-5.30E-10 
(1.000) 

-4.71e-10 
(1.000) 

-4.04e-11 
(1.000) 

Europe & 
Central Asia  

14.515 
*** 

(0.000) 

20.019 
*** 

(0.000) 

437.104 
*** 

(0.000) 

75.878 
*** 

(0.000) 

(omitted) (omitted) (omitted) 1.20E-11 
(1.000)  

-7.34e-11 
(1.000) 

-8.03e-12   
(1.000) 

Lat.Am. & 
Car.  

14.993 
*** 

(0.000) 

169.418 
*** 

(0.000) 

29.228 
*** 

(0.000) 

106.407 
*** 

(0.000) 

-1.852 
(0.490) 

24.756 
*** 

(0.000) 

17.128 
*** 

(0.000) 

-1.16E-11 
(1.000)  

5.73e-12 
(1.000) 

-17.799 
*** 

(0.000) 

M. E. & N. 
A. 

4.713 
(0.212) 

125.475 
*** 

(0.000) 

72.293 
*** 

(0.000) 

124.004 
(0.000) 

73.921 
(0.000) 

12.562 
(0.070) 

9.375 
(0.144) 

38.350 
*** 
(0.000) 

-4.29e-11 
(1.000) 

2.19e-11 
(1.000) 

South Asia  
-2.997 

*** 
(0.001) 

(omitted) -9.050 
*** 

(0.000) 

(omitted) -4.747 
*** 

(0.000) 

-5.815 
*** 

(0.000) 

-0.928 
*** 

(0.000) 

-1.74E-10 
(1.000)  

-12.599 
(0.298) 

127.172 
*** 

(0.000) 
Sub-
Saharan 
Africa  

-0.681 
(0.551) 

10.766 
(0.182) 

-2.976 
* 

(0.098) 

139.484*
** 

(0.000) 

-0.827 
(0.635) 

-0.637 
(0.803) 

-0.536 
(0.825) 

-0.321 
(0.896) 

-1.242 
(0.788) 

2.523 
(0.495) 

Population 
          

East Asia & 
Pacific  

1.08e-
08 

(0.232) 

-2.89e-
08*** 

(0.000) 

3.04e-09 
(0.301) 

5.14e-09 
(0.227) 

-1.33e-
07*** 

(0.000) 

2.70e-19 
(1.000) 

-2.95e-
08*** 

(0.001) 

-5.34E-18 
(1.000)  

-4.94e-18 
(1.000) 

1.01e-18 
(1.000) 

Europe & 
Central Asia  

-1.83e-
07*** 

(0.000) 

2.34e-
07*** 

(0.000) 

-1.25e-
06*** 

(0.000) 

8.92e-
07*** 

(0.000) 

1.11e-
06*** 

(0.000) 

1.28e-19 
1.000 

(omitted) -4.85E-21 
(1.000)  

4.88e-20 
(1.000) 

2.89e-21 
(1.000) 

Lat.Am. & 
Car.  

-1.25e-
07 ** 

(0.008) 

-1.76e-07 
(0.300) 

-2.54e-07 
*** 

(0.000) 

1.12e-
06*** 

(0.000) 

-1.09e-07 
*** 

(0.000) 

-3.97e-
08* 

(0.029) 

-3.32e-
08** 

(0.029) 

-9.46E-21 
(1.000)  

7.84e-20 
(1.000) 

-1.63e-08 
(0.205) 

M. E. & N. 
A. 

2.77e-
08 *** 
(0.000) 

(omitted)    4.21e-
07*** 

(0.000) 

(omitted) 1.75e-
07*** 

(0.000) 

3.82e-08 
(0.432) 

2.46e-
07*** 

(0.000) 

-5.00E-07 
(0.000)  

2.79e-20 
(1.000) 

-4.98e-20 
(1.000) 

South Asia  
-7.53e-
09*** 

(0.000) 

(omitted) -4.51e-
08*** 

(0.000) 

(omitted) -2.54e-
08*** 

(0.000) 

-2.49e-
08*** 

(0.000) 

-1.43e-
08*** 

(0.000) 

4.92E-20 
(1.000) 

3.56e-09 
(0.499)  

-4.89e-08   
*** 

(0.000) 
Sub-
Saharan 
Africa  

-1.72e-
08 

(0.185) 

  2.98e-
07 

(0.123) 

9.23e-09 
(0.787) 

1.63e-06 
*** 

(0.000) 

-4.64e-09 
(0.915) 

6.82e-08 
(0.153) 

1.77e-09 
(0.982) 

-8.80E-08 
(0.010) 

2.45e-08 
(0.606) 

3.63e-08 
(0.221) 

GDP per 
Capita 

          

East Asia & 
Pacific  

-0.001 
(0.141) 

0.005 
*** 

(0.000) 

-0.020 
*** 

(0.000) 

0.0005 
(0.939) 

-0.032 
*** 

(0.000) 

-2.11e-15 
(1.000) 

-0.007 
*** 

(0.000) 

-3.34E-13 
(1.000)  

2.36e-13 
(1.000) 

-5.22e-14 
(1.000) 

Europe & 
Central Asia  

-0.001 
*** 

(0.001) 

-0.003 
*** 

(0.000) 

-0.028 
*** 

(0.000) 

-0.003 
*** 

(0.000) 

-0.021 
*** 

(0.000) 

   1.12e-
15 

(1.000) 

(omitted) -5.24E-15 
(1.000) 

7.59e-16 
(1.000) 

4.97e-16   
(1.000) 

Lat.Am. & 
Car. 

0.0001 
(0.255) 

0.0002 
*** 

(0.000) 

0.0002 
* 

(0.096) 

0.001 
*** 

(0.000) 

0.0001 
(0.849) 

-0.007 
*** 

(0.000) 

-0.007 
*** 

(0.000) 

3.65E-18 
(1.000)  

4.28e-16 
(1.000) 

-0.001 
*** 

(0.000) 

M. E. & N. 
A. 

-0.001 
*** 

(0.000) 

(omitted) -0.008 
*** 

(0.000) 

(omitted) 0.023 
*** 

(0.000) 

0.009 
** 

(0.018) 

0.002 
(0.324) 

-0.001 
(0.782)  

-1.30e-13 
(1.000) 

-3.58e-16 
(1.000) 

South Asia  
-0.004 

*** 
(0.000) 

(omitted) 0.072 
*** 

(0.000) 

(omitted) 0.064 
*** 

(0.000) 

0.038 
*** 

(0.000) 

0.029 
*** 

(0.000) 

-1.76E-13 
(1.000)  

-0.002 
*** 

(0.001) 

0.054 
*** 

(0.000) 
Sub-
Saharan 
Africa  

0.0009 
(0.247) 

0.001 
(0.164) 

0.0002 
(0.026) 

0.005 
*** 

(0.000) 

0.001 
(0.712) 

0.002 
(0.278) 

0.000 
(0.899) 

-0.001 
(0.033)  

-0.001 
** 

(0.016) 

0.0004 
* 

(0.086) 

#Obs. 157 30 106 30 76 74 61 30 70 91 

(continues on following page) 
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Table 2 (Continued) - Regression results for Chinese aid program by recipient region 

 1.Aid 
projects 

(avg) 

2.Aid 
projects 

(Aiddata) 

3.Aid 
Amount 

(avg) 

4.Aid 
Amount 

(Aiddata) 

5.Aid 
amount 
(Bartke) 

6.Aid 
amount 

(CIA) 

7.Aid 
amount 
(OECD) 

8.Medi
cal 

Staff 
(CCY) 

9.Food 
aid 

(FAIS) 

10.Food 
Aid 

(Dreher) 
Democracy  

          

East Asia & 
Pacific  

0.478 
(0.353) 

4.331 
*** 

(0.000 

5.873 
*** 

(0.000) 

12.295 
*** 

(0.000) 

1.441 
*** 

(0.000) 

1.60e-13 
(1.000) 

-1.098 
*** 

(0.002) 

-7.41E-
10 

(1.000) 

-8.05e-
10 

(1.000) 

-1.48e-10 
(1.000) 

Europe & 
Central Asia  

1.156 
(0.129) 

(omitted) 85.822 
*** 

(0.000) 

(omitted) (omitted
) 

(omitted) (omitted) (omitte
d) 

-2.29e-
11 

(1.000) 

-1.23e-12 
(1.000) 

Lat.Am. & 
Car.  

-2.097 
** 

(0.025) 

3.009 
(0.000 

3.432 
*** 

(0.000) 

2.966 
(0.111) 

0.980 
(0.100) 

2.946 
(0.000) 

0.479 
(0.272) 

-1.11E-
12 

(1.000) 

-5.64e-
12 

(1.000) 

0.528 
(0.360) 

M. E. & N. A. 
0.117 

(0.912) 
(omitted) 100.041 

*** 
(0.000) 

(omitted) -57.315 
(0.000) 

-21.130 
(0.145) 

8.420 
(0.297) 

-2.197 
(0.046)  

-5.06e-
12 

(1.000) 

-4.63e-12 
(1.000) 

South Asia  
0.757 

(0.143) 
(omitted) 9.655 

*** 
(0.000) 

(omitted) 3.729 
(0.000) 

6.372 
(0.000) 

(omitted) -6.71E-
12 

(1.000) 

-0.960 
* 

(0.022) 

39.510 
*** 

(0.000) 

Sub-Saharan 
Africa  

-0.037 
(0.929) 

-0.125 
(0.881 

-1.121 
** 

(0.068) 

-8.613 
(0.000) 

-0.730 
(0.326) 

-1.690 
(0.031) 

-1.313 
(0.080) 

0.680 
(0.138) 

-2.568 
*** 

(0.000) 

-2.278 
*** 

(0.000) 

Taiwan rec. 
          

East Asia & 
Pacific  

-13.794 
*** 

(0.000) 

(omitted) -37.269 
*** 

(0.000) 

(omitted) -17.927 
(0.000) 

4.00e-11 
(1.000) 

1.450 
(0.624) 

-3.67E-
10 

(1.000) 

(omitted
) 

(omitted) 

Europe & 
Central Asia  

(omitted) (omitted) (omitted) (omitted) (omitted
) 

(omitted) (omitted) (omitte
d) 

(omitted
) 

(omitted) 

Lat.Am. & 
Car.  

2.192 
* 

(0.085) 

9.834 
(0.172) 

0.868 
(0.432) 

-34.927 
*** 

(0.000) 

-10.538 
*** 

(0.000) 

-4.114 
*** 

(0.000) 

4.117 
*** 

(0.000) 

-7.07E-
13 

(1.000) 

7.86e-
13 

(1.000) 

1.895 
*** 

(0.001) 

M. E. & N. A. 
-0.317 

(0.839) 
(omitted) -83.974 

*** 
(0.000) 

(omitted) -35.707 
*** 

(0.000) 

-8.592 
** 

(0.016) 

-19.586 
*** 

(0.000) 

-13.390 
*** 

(0.000) 

1.77e-
10 

(1.000) 

(omitted) 

South Asia  
-0.108 

(0.812) 
(omitted) -29.727 

*** 
(0.000) 

(omitted) (omitted
) 

(omitted) (omitted) -3.91E-
13 

(1.000) 

-0.207 
(0.531) 

10.695 
*** 

(0.000) 

Sub-Saharan 
Africa  

-0.113 
(0.756) 

-0.248 
(0.819) 

0.060 
(0.899) 

3.420 
*** 

(0.001) 

0.192 
(0.686) 

0.643 
(0.101) 

0.107 
(0.799) 

-0.276 
(0.478) 

-0.520 
(0.652) 

-0.002 
(0.998) 

UNGA 
Voting 

          

East Asia & 
Pacific  

1.222 
(0.799) 

-131.81 
*** 

(0.000) 

-121.67 
*** 

(0.000) 

0.897 
(0.974) 

-192.19 
*** 

(0.000) 

1.83e-10 
(1.000) 

14.721 
(0.355) 

-2.90E-
09 

(1.000) 

-1.47e-
08 

(1.000) 

-8.92e-10 
(1.000) 

Europe & 
Central Asia  

70.951 
*** 

(0.000) 

(omitted) 361.653 
*** 

(0.000) 

(omitted) (omitted
) 

(omitted) (omitted) (omitte
d) 

-1.77e-
10 

(1.000) 

-3.30e-12 
(1.000) 

Lat.Am. & 
Car.  

-5.066 
** 

(0.031) 

11.136 
(0.264) 

-5.245 
*** 

(0.002) 

-45.775 
*** 

(0.000) 

-13.411 
** 

(0.026) 

-17.475 
*** 

(0.000) 

-22.552 
*** 

(0.000) 

-4.56E-
14 

(1.000) 

-2.24e-
12 

(1.000) 

1.186 
(0.486)  

M. E. & N. A. 
-16.911 
(0.236) 

(omitted) -272.44 
*** 

(0.000) 

(omitted) -41.707 
*** 

(0.002) 

0.758 
(0.947) 

-83.791 
*** 

(0.001) 

-38.967 
(0.000) 

(omitted
) 

(omitted) 

South Asia  
-8.584 

*** 
(0.004) 

(omitted) -5.445 
*** 

(0.000) 

(omitted) -1.360 
*** 

(0.000) 

-6.904 
*** 

(0.000) 

(omitted) -6.29E-
11 

(1.000) 

-8.370 
*** 

(0.000) 

 (omitted) 

Sub-Saharan 
Africa  

-0.837 
(0.415) 

-2.547 
(0.264) 

-2.474 
(0.257) 

-16.958 
*** 

(0.000) 

-5.011* 
(0.056) 

-4.189 
* 

(0.079) 

-4.748 
(0.161) 

1.1504
91 

(0.461) 

-4.006 
*** 

(0.001) 

-3.978 
*** 

(0.006) 
#Obs. 157 30 106 30 76 74 61 30 70 91 

(continues on following page)
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Table 2 (Continued) - Regression results for Chinese aid program by recipient region 
 

 
1.Aid 

projects 
(avg) 

2.Aid 
projects 

(Aiddata) 

3.Aid 
Amount 

(avg) 

4.Aid 
Amount 

(Aiddata) 

5.Aid 
amount 
(Bartke) 

6.Aid 
amount 

(CIA) 

7.Aid 
amount 
(OECD) 

8.Medic
al Staff 
(CCY) 

9.Food 
aid 

(FAIS) 

10.Food 
Aid 

(Dreher) 
Exports 
(Comtrade) 

          

East Asia & 
Pacific  

1.57e-10 
(0.398) 

(omitted) -5.59e-
09*** 

(0.000) 

(omitted) 9.07e-
08*** 

(0.000) 

-5.66e-
20 

(1.000) 

3.21e-
08*** 

(0.000) 

9.01E-19 
(1.000)  

-2.42e-
21 

(1.000) 

6.11e-21 
(1.000) 

Europe & 
Central Asia  

5.29e-
09*** 

(0.000) 

(omitted) -2.18e-
08*** 

(0.000) 

(omitted) (omitted) (omitted) (omitted) (omitted) -3.59e-
22 

(1.000) 

1.78e-22   
(1.000) 

Lat.Am. & 
Car.  

-2.74e-
09*** 

(0.000) 

(omitted) -1.85e-
08*** 

(0.000) 

(omitted) -8.25e-
09*** 

(0.000) 

-8.00e-
09 *** 
(0.000) 

-4.91e-
09 *** 
(0.000) 

1.17E-23 
(1.000)  

7.58e-
22*** 

(0.000) 

-2.04e-
09 

(1.000) 

M. E. & N. A. 
3.01e-
09*** 

(0.002) 

(omitted) 1.15e-
06*** 

(0.000) 

(omitted) 4.70e-
07*** 

(0.000) 

3.14e-
07*** 

(0.000) 

3.81e-
07*** 

(0.000) 

(omitted) (omitted) (omitted) 

South Asia  
3.44e-11 

(0.940) 
(omitted) (omitted) (omitted) (omitted) (omitted) (omitted) 4.62E-20 

(1.000)  
1.50e-
08*** 

(0.000)  

(omitted) 

Sub-Saharan 
Africa  

5.33e-
10*** 

(0.000) 

-1.05e-
10 

(0.965) 

3.33e-10 
(0.207) 

-1.15e-
08*** 

(0.000) 

8.91e-11 
(0.704) 

5.66e-
10*** 

(0.023) 

1.32e-10 
(0.704) 

-5.60E-
10 

(0.023)  

-9.98e-
09 

*** 
(0.000) 

-7.97e-
09*** 

(0.000) 

Fuel Exports 

          

East Asia & 
Pacific  

-0.127 
*** 

(0.012) 

(omitted) -0.495 
*** 

(0.000) 

(omitted) 0.115 
** 

(0.035) 

(omitted) (omitted) (omitted) 1.34e-11 
(1.000) 

-8.50e-
12 

(1.000) 

Europe & 
Central Asia  

0.190 
*** 

(0.000) 

(omitted) (omitted) (omitted) (omitted) (omitted) (omitted) (omitted) (omitted) (omitted) 

Lat.Am. & 
Car.  

0.003 
(0.846) 

(omitted) 0.072 
*** 

(0.000) 

(omitted) 0.012 
(0.626) 

0.154 
*** 

(0.000) 

0.132 
*** 

(0.000) 

-9.08E-
15 

(1.000) 

-1.47e-
14 

(1.000) 

-0.032 
** 

(0.008) 

M. E. & N. A. 
0.017 

(0.405) 
(omitted) 0.098 

*** 
(0.000) 

(omitted) -0.074 
*** 

(0.004) 

-0.069 
** 

(0.007) 

(omitted) (omitted) (omitted) (omitted) 

South Asia  
-0.233 

*** 
(0.005) 

(omitted) (omitted) (omitted) (omitted) (omitted) (omitted) (omitted) -0.104 
** 

(0.019) 

 
(omitted) 

Sub-Saharan 
Africa  

0.006 
(0.380) 

-0.053 
(0.215) 

-0.011 
(0.526) 

-0.077 
*** 

(0.001) 

-0.030 
(0.223) 

-0.072 
* 

(0.041) 

-0.024 
** 

(0.508) 

0.042 
** 

(0.028) 

-0.435 
*** 

(0.000) 

-0.268 
*** 

(0.000) 

#Obs. 157 30 106 30 76 74 61 30 70 91 

Note: 
- Estimation technique: Fractional Logit (standard errors clustered by recipient country) as in Dreher & Fuchs (2011).	
- All regressions include World Bank regions dummy & all explanatory variables are interacted with these dummies.	
- Marginal effects of the explanatory variables (corresponding z-values in parentheses) are reported. 
- *,** & *** indicate significance at the ten, five & one percent level of confidence.	
- Datasets do not necessarily cover every year of the respective phase of China's aid program 
- Some variables are omitted because of collinearity. Some independent variables are perfectly collinear, meaning that after subtracting the group 
mean from such variable we get that it is equal to zero (data doesn’t vary with time or observations are insufficient), hence is excluded from the 
model. 
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Table 3 – Regression results for Amount of aid, comparison of donors by phase 
 

 China US DAC donors Germany Spain  

c.distance_log 
5th phase 
(1996-2006) 

-9.86911* 
0.058 

6.750254* 
0.057 

2.650636 
0.173 

7.021*** 
0.001 

0.001*** 
0.000 

6th phase 
(2007-2016) 

-3.977674 
0.18 

0.1860607 
0.949 

-0.0022537 
0.999 

0.695 
0.825 

0.001*** 
0.001 

c.population_log 
5th phase 
(1996-2006) 

0.4760246 
0.109 

0.5123314*** 
0.004 

0.420641*** 
0.000 

0.602 
0.000 

0.2605301 
0.108 

6th phase 
(2007-2016) 

0.8326946*** 
0 

0.3414693** 
0.008 

0.3660172*** 
0.000 

0.410 
0.004 

0.2300728* 
0.058 

c.gdp_capita 
5th phase 
(1996-2006) 

-0.0002931 
0.115 

-0.0000668 
0.451 

-0.00026*** 
0.000 

0.000 
0.061 

-0.000058 
0.575 

6th phase 
(2007-2016) 

-0.0000931 
0.258 

-0.0002242*** 
0.001 

-0.0001973*** 
0.001 

0.000 
0.087 

-0.0000267 
0.583 

democracy_colorado 
5th phase 
(1996-2006) 

-0.0116355 
0.847 

-0.0685851 
0.208 

-0.0228721 
0.325 

-0.023 
0.409 

0.0214047 
0.574 

6th phase 
(2007-2016) 

-0.0291135 
0.412 

0.0101069 
0.812 

-0.0002356 
0.994 

-0.002 
0.961 

0.0032654 
0.9 

c.taiwan_rec 
5th phase 
(1996-2006) 

-0.7448126 
0.284 

0.8524823 
0.037 

0.3335052* 
0.083 

-0.022 
0.942 

1.305045*** 
0.000 

6th phase 
(2007-2016) 

-0.7795954* 
0.059 

-0.4240042 
0.334 

-0.3253292 
0.239 

-0.295 
0.241 

-1.238308* 
0.06 

c.unga_agree_china 
5th phase 
(1996-2006) 

-2.129288 
0.143 (omitted) (omitted) (omitted) (omitted) 

6th phase 
(2007-2016) 

-1.127382 
0.397 (omitted) (omitted) (omitted) (omitted) 

exports_avg_comt~e 
5th phase 
(1996-2006) 

-6.99E-11 
0.168 

-1.49E-13 
0.878 (omitted) 0.000** 

0.009 
2.13E-11 

0.792 
6th phase 
(2007-2016) 

-2.97E-11*** 
0 

-2.43E-13 
0.573 (omitted) 0.000* 

0.072 
1.94E-11* 

0.032 
phaseid#c.fuel_exp 
5th phase 
(1996-2006) 

0.0147204* 
0.035 

-0.0019544 
0.695 

0.0013343 
0.751 

0.006* 
0.054 

-0.0049296 
0.359 

6th phase 
(2007-2016) 

0.0045843 
0.583 

0.0119216 
0.197 

0.0062122 
0.429 

0.007 
0.557 

-0.0021788 
0.679 

Obs. 126 145 341 148 148 
Note: 
- Estimation technique: Fractional Logit (standard errors clustered by recipient country) as in Dreher & Fuchs (2011).	
- All regressions include phase of aid dummy & all explanatory variables are interacted with these dummies.	
- Marginal effects of the explanatory variables (corresponding z-values in parentheses) are reported. 
- *,** & *** indicate significance at the ten, five & one percent level of confidence.	
- Datasets do not necessarily cover every year of the respective phase of China's aid program 

 
 
 
 

 
  



205 

 

 

Table 5 – Regression results for OOF, comparison of donors by phase, to LAC only 
 

 OOF to all countries OOF to LAC 
c.distance_log     
5th phase (1996-2006) -8.67105 0.117 103.1757*** 0.000 
6th phase (2007-2016) -4.62478 0.358 221.7181*** 0.000 
c.population_log     

5th phase (1996-2006) 0.504348 0.130 1.988279*** 0.000 
6th phase (2007-2016) 0.7238254*** 0.000 2.962576*** 0.000 
c.gdp_capita     

5th phase (1996-2006) -0.0007924*** 0.003 -0.0012029*** 0.000 
6th phase (2007-2016) 0.0001132* 0.061 -0.0010673*** 0.000 
democracy_colorado     

5th phase (1996-2006) -0.1643918* 0.037 -0.056339 0.800 
6th phase (2007-2016) -0.0056491 0.914 2.796788*** 0.000 
c.taiwan_rec     

5th phase (1996-2006) 0.9753961 0.103 -5.666129*** 0.000 
6th phase (2007-2016) -0.5780875 0.487 4.447017*** 0.000 
c.unga_agree_china     

5th phase (1996-2006) -2.153753 0.413 8.212299*** 0.000 
6th phase (2007-2016) -0.0441954 0.984 -6.035856*** 0.000 
exports_avg_comt~e     

5th phase (1996-2006) 1.11E-11 0.527 -1.83E-10*** 0.000 
6th phase (2007-2016) -3.14E-12 0.299 -8.36E-11*** 0.000 
phaseid#c.fuel_exp     

5th phase (1996-2006) 0.0120243 0.146 -0.0037085 0.767 
6th phase (2007-2016) -0.0033111 0.662 0.0707281*** 0.000 
Obs. 104  28  
Note: 
- Estimation technique: Fractional Logit (standard errors clustered by recipient country) as in Dreher & Fuchs (2011).	
- All regressions include phase of aid dummy & all explanatory variables are interacted with these dummies.	
- Marginal effects of the explanatory variables (corresponding z-values in parentheses) are reported. 
- *,** and *** indicate significance at the ten, five & one percent level of confidence.	
- Datasets do not necessarily cover every year of the respective phase of China's aid program 

 

 

 

 

 

 

 

 

 

  


