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ABSTRACT

Numerous studies show that China uses its ODA-like overseas development financing to promote soft power and improve its
international image. In this study, we seek to understand how. We examine the role of Chinese state-sponsored media and diplo-
macy as complements to Chinese foreign aid. We propose that the coverage of aid recipients in Xinhua articles targeted at foreign
audiences, as well as the number of diplomatic visits from Beijing hosted by a recipient government, increase in proportion to the
amount of aid these countries receive from China. In contrast, we propose either a null or reverse relationship in the case of OOF-
like flows from China, which tend to be more associated with loans and business-oriented interests. To test these hypotheses,
we use AidData's Chinese development finance dataset and its recently released diplomacy dataset, along with meta-data from
millions of Xinhua news articles between 2002 and 2017. The analysis provides partial support for our argument, but the results
deviate from our expectations in interesting ways. First, while aid (ODA) recipients receive more coverage in Xinhua, they are
not disproportionately more likely to host missions from Beijing. Conversely, while loan (OOF) recipients are not more likely to
receive coverage in Xinhua, they are more likely to host diplomatic visits. These results suggest that China likes to publicize its
role as a donor for image building, but seeks closer ties with its debtors to further bilateral relationships.

1 | Introduction Like many other states, China can use foreign aid as a versatile

foreign policy tool to increase its international recognition and

China has been re-branding its image as a strong and respected
great power to the world, where ‘national image’, ‘public diplo-
macy’ and ‘soft power’ have become buzzwords in its foreign
policy (Pu 2019). Sending foreign aid and showing generosity to
help the world's poorest countries is arguably the best raw ma-
terial for rebuilding a national image in the press as a respon-
sive and responsible great power, and for strengthening China’s
soft power. But how can China's aid perform these functions if
Beijing is rarely transparent about how much it spends on over-
seas development financing or where this money goes?

We propose that Beijing can use means other than official re-
porting to publicize its overseas development finance efforts.

soft power (Dietrich, Mahmud, and Winters 2018; Goldsmith,
Horiuchi, and Wood 2014). In making our argument, we build
on prior research that makes an important distinction between
China’s intentions with respect to two key forms of overseas fi-
nancing—sending aid! for political purposes versus loans? for
economic interests (Dreher et al. 2022). Few, if any studies, have
directly investigated how China uses different public diplomacy
tools to engage with different recipient countries and whether
the kind of overseas financing China offers recipients is differ-
ently related to these additional foreign policy tools.

We argue that China has two pathways through which it can
more visibly link its overseas development financing to its
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image-building and soft power goals: (1) state-sponsored media
coverage targeted at foreign (primarily Western) readers and (2)
bilateral diplomatic visits. We expect that the more foreign aid
China provides to a recipient, the greater the country’s cover-
age will be on China's outward-facing media to highlight the
need for financial assistance and highlight China's benevolent
image, and the more diplomatic visits from China it will host
to strengthen bilateral relationships at the elite and community
levels. Conversely, because prior research attributes economic,
market-based motives to China’s loan-giving activities, we do
not expect to see Beijing complement loans with coverage and
elite visits.

To test these claims, we compile an original country-year panel
dataset that incorporates details about yearly commitments of
Chinese ODA? and OOF,* frequency of yearly coverage in the
English version of Xinhua, and frequency of yearly government-
to-government visits from Beijing. Using a variety of statistical
model specifications, we find strong evidence that China com-
plements its ODA with more media coverage, while it comple-
ments its OOF with elite visits. These results suggest a more
nuanced view of how China uses aid and loans to accomplish
its foreign policy goals than we had originally expected. It seems
that China seeks to craft a positive global image with its ODA
while it aims to build strong elite ties and bilateral relationships
with OOF recipient countries.

Our study fits within a growing literature that seeks to under-
stand the foreign policy objectives motivating China's foreign
aid giving. By looking at a variety of development and non-
development determinants of dyadic aid allocation, scholars
have shown that Beijing seeks to use foreign aid as a versatile
foreign policy tool to improve its image and promote its soft
power (Dreher et al. 2018; Blair, Marty, and Roessler 2022;
Goldsmith, Horiuchi, and Wood 2014). Yet, we know less about
how Beijing goes about doing this, given its limited transparency
about its aid giving. Surely Beijing's strategy is not to rely on the
Western press to discuss the effects of Chinese aid projects on
the ground—a press that recently, in the wake of the COVID-19
pandemic, labelled China's overseas pandemic assistance as
‘mask diplomacy’ or ‘vaccine diplomacy’, often with a negative
spin (Lee 2023; Urdinez 2023; Zhang and Jamali 2022). It also
seems unlikely that Beijing will simply hope aid recipients un-
derstand that China is a reliable partner merely by virtue of its
largess.

Instead, if Beijing's objectives with its overseas development
financing are indeed rooted in efforts to improve China's
global image and soft power—°‘to tell China's stories well’, it
should engage in other complementary activities alongside its
financing that ensure aid dol- lars achieve what officials in-
tend. Current literature on Chinese public diplomacy suggests
a complicated picture of constructing effective narratives.
Beijing still hopes to shift perceptions to develop warmer views
in its leadership, sometimes presenting an image of China as
a benign actor in bilateral or multilateral relationships on
issues like trade or aid. Presenting China as benign and not
interfering in other states is a strategy it has long utilized
(Dukalskis 2021; Kurlantzick 2023). However, the recent shift
in diplomatic strategy in Xi's era to offensive diplomacy goes
far beyond that long-standing, established effort to present

China in a benign light. Mattingly and Sundquist (2023) find
that the so-called offensive ‘wolf warrior’ diplomacy backfires
but the positive light of aid diplomacy and friendship-building
diplomacy strategy still improves the public's perception of
China. A key contribution of our study is that we identify
how China complements different kinds of overseas financ-
ing using media coverage and elite ties to realize its goals. In
doing so, our study helps to show how China's foreign aid fits
within a broader toolkit of foreign policy levers for realizing
its goals for benign image building and soft power.

In addition to contributing to the literature on Chinese aid, our
study is timely in light of policy debates currently taking place
in Western aid donors like the United States about how best to
respond to China's overseas development financing, China's
overseas development financing has become a topic of mount-
ing interest and concern for both academics and Western poli-
cymakers, and for good reason. China's overseas development
financing now surpasses that of the United States, the World
Bank, and several other multilateral development and lend-
ing institutions combined. Compared to G-7 countries, China,
as a new donor, has become the world's single largest official
source of international development finance (Parks et al. 2023).
Despite the mammoth proportions of Beijing's aid issued world-
wide, the motives behind its overseas activities are not always
clear. Some argue China's aid is part of President Xi's grand
strategy to reshape the geopolitical order (Dukalskis 2021;
Fallon 2015; Ferdinand 2016), while others believe Chinese for-
eign aid is unfolding in a fragmented and loose fashion (Hall
and Krolikowski 2022; Jones and Zeng 2019). If China had ad-
opted the best practices of OECD countries, which are keen to
promote transparency in aid giving and aid effectiveness (Ghosh
and Kharas 2011; Honig and Weaver 2019; Reinsberg and
Swedlund 2023), much of the mystery surrounding its giving
might be resolved.

However, China neither reports its foreign aid spending to inter-
national organizations, as Development Assistance Committee
(DAC) members do to the OECD, nor does China publish its
aid expenditures in a public database, as the United States does
in USAID's Greenbook. For this reason, many Western govern-
ments assume Beijing deliberately keeps its international de-
velopment finance a secret (Fuchs and Rudyak 2019). This is
also why the US government has partnered with academic re-
search labs to help track what Beijing is doing with its overseas
financing.> Like many other scholars, we argue that China's
aid allocation decisions are intentional and goal-driven, de-
spite a combination of logistical and intentional barriers to
transparent reporting of its financing. Our findings help to
show how China circumvents the need for detailed reporting
by using other distinct policy levers. We highlight that it uses
diplomatic tools differently: aid for image-building, and loans
for diplomacy.

The rest of the paper proceeds as follows. We begin by providing
background on China's motivations for its overseas financing.
While previous research shows that China is partly interested
in responding to recipient needs, it also seeks to use its aid for
political purposes such as image building and soft power. We
then discuss why media coverage and elite visits might act as
complements to these goals, and we propose hypotheses for how
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these activities will correlate with China’s overseas development
financing. Next, we discuss our data and research design. We
then discuss our results before we conclude with a discussion of
their limitations and propose next steps.

2 | Why Secrecy?

China's motivations for giving foreign aid to developing coun-
tries mirror, in many ways, the motivations of Western donors.
While recipient needs, in part, drive Chinese assistance, so do
Beijing's political and economic interests. Evidence suggests
that China targets more finance towards poorer countries and
does not systematically favour authoritarian over democratic
recipients (Dreher et al. 2018). At the same time, China gives
more aid to countries that import more goods from China,
while it gives less aid to those that officially recognize Taiwan
(Dreher and Fuchs 2015; Dreher et al. 2018). Further, China's
aid disproportionately goes to countries with more natural
resources, greater UN General Assembly voting alignment
with Beijing, and with more capacity to repay loans (Dreher
et al. 2021).

Two waves of surveys of policymakers in 126 countries demon-
strate the diplomatic impact that these investments have had
(AidData 2018). Compared to the first survey wave in 2014, re-
sponses in 2017 showed an increase in evaluations of China's
influence on policymakers in developing countries. It would
be naive to suppose this is a side effect, rather than a goal, of
China's development finance and other investments. Like major
Western powers, China may hope that its aid demonstrates a
dedication to helping the needy, thus improving perceptions of
its role as a donor (Goldsmith, Horiuchi, and Wood 2014; Ferry
and O'Brien-Udry 2021).

If its diplomatic motives for giving aid parallel those of other
donor governments, visibility is surely a major concern for
Beijing. Visual branding of aid has emerged as a growing con-
cern among donors (Goldsmith, Horiuchi, and Wood 2014). The
United States Agency for International Development (USAID),
for example, cited its ‘new brand identity’ as instrumental in
promoting the visibility of the 2004-2005 tsunami relief to
Indonesia.® A US State Department report from 2004 further
claims that better branding contributed to a doubling of favour-
able attitudes towards the United States. Pew Research supports
this view, finding that nearly 80% of Indonesians surveyed said
that ‘post-tsunami aid from the US had improved their impres-
sion of America’ (Wike 2012).

Given the diplomatic uses of foreign aid, the obscurity that sur-
rounds Beijing's development finance is all the more puzzling.
Unlike Western donors, China does not report its financing
activities to an international organization or make its activi-
ties visible in an online database. To say transparency is out of
character for Beijing is an understatement, but foreign aid is one
issue area where transparency would arguably serve China's in-
terests. So why the secrecy?

As Fuchs and Rudyak (2019) point out, the obscurity of China’s
development finance creates the perception among Western
donors that China purposefully keeps its aid giving a secret.

However, the lack of transparency may have more to do with
capacity and logistics than intention. For many decades, a com-
plex and fractured bureaucracy has orchestrated Beijing's devel-
opment financing. Only in the past few years, as its goals have
become ever loftier, did China establish its first true bilateral
aid agency—the China International Development Cooperation
Agency (CIDCA). However, while established in 2018, much
work remains to consolidate the operation and management of
China's bilateral aid (Cheng 2019). Some analysis even suggests
that lack of transparency is far from a problem but an asset to
Beijing when it comes to direct negotiation with the head of the
state behind doors and swift implementation of project initia-
tives (Garlick 2023).

Absent transparency in formal reporting, there are other tools
at Beijing's disposal that may complement the diplomatic objec-
tives behind its foreign aid. In this study, we explore the connec-
tions between China’s bilateral development finance and other
visible activities linked to diplomatic and influence-seeking
objectives. We focus in particular on two: (1) coverage of devel-
oping countries in external-facing media—that is, media cover-
age intended for foreign, rather than domestic, audiences—and
(2) elite-level diplomatic visits from China to developing coun-
tries. Media coverage and diplomatic visits are visible signals of
Beijing's priorities. For this reason, Beijing may use both as a
way to complement related political objectives it seeks to pro-
mote via its financing activities. We discuss these pathways in
more detail in the following sections.

3 | Public Diplomacy Tools for Aid Promotion

3.1 | Xinhua's Roles in Advancing Public
Diplomacy

China has engaged in projecting a new image and establishing
a new position’—a so-called diplomatic ‘rebranding’ strategy
(Pu 2019). Both media propaganda and diplomacy are central
tools of image management in international relations (Pu 2019,
8). Using outward-facing international media to set the
agenda is critical in rebranding a state's image as a strong and
respected great power to international audiences. Nye (2008)
suggests that the first and most immediate dimension of in-
vesting in public diplomacy is through daily communications,
intending to improve the country’s ‘soft power’. Government
officials devote a great deal of attention to what and how to tell
the press, both the domestic press and the foreign press. Media
and public relations activities play an active role in shifting
public opinion and influencing what they think about the re-
ported subject (X. Wang and Shoemaker 2011). It is not unique
for China to leverage benevolent acts such as foreign aid to
develop favourable perceptions in global public opinion. The
United States, frequently does so (e.g., in Goldsmith, Horiuchi,
and Wood (2014) and Dietrich, Mahmud, and Winters (2018)),
but China's primary mediated public diplomacy effort relies
on its central news agency (Cheng, Golan, and Kiousis 2016),
thus giving it more control over how to promote its foreign aid
achievements. Leveraging media outlets owned by the state,
authoritarian countries can enhance their preferred political
images and narratives through ‘authoritarian image manage-
ment’ (Dukalskis 2021). In this vein, China has expanded its
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Xinhua News Agency to reach global audiences to showcase
the potential power of an international-facing media.

As a state-sponsored media platform, Xinhua News Agency is
often considered more than just a news media agency. Xinhua
is firmly under the control of the CCP's Central Propaganda
Department. Its primary function is still to serve as the mouth-
piece of the state and the Communist Party (Hong 2011). Xinhua,
or virtually all the state-run news in China, is not supposed to
function as the Fourth Estate, independently criticizing the gov-
ernment (Siebert 1956). By examining who tightly controls the
press, it is best conceived as an instrument of indoctrination and
for carrying out the news agenda promoted by the central gov-
ernment (Hong 2011). In 2013, President Xi Jinping exhorted the
Propaganda Department to ‘tell Chinese stories well’, and put
the Xinhua News Agency at the forefront (Xinhua 2013). Xinhua
has had a dual role: reporting news and building China's image
as part of Beijing's ‘going out’ strategy (Shambaugh 2015). With
an increasingly global reach, millions of articles in production,
and hundreds of bureaus worldwide, Xinhua has expanded sig-
nificantly in the past decade.

Yet, despite the nature of the media as a state and party appa-
ratus, Xinhua's news reports should not be dismissed as only
propaganda or empty slogans. Xinhua presents itself as a multi-
faceted and global news agency: Xinhua has one of the world's
largest, most sophisticated, and most advanced news and
information-collecting networks that covers nearly every cor-
ner of the globe (Brazys and Dukalskis 2020; Hong 2011). Since
2008, it has invested billions of dollars and opened over 170
bureaus across the globe and competes head-to-head with the
main Western news wires (Brady 2015; Hong 2011). The agency
targets developing countries, where the Western press has con-
tracted in recent years due to the decline in advertisement rev-
enues. It is an international news agency that tries to alter its
stilted and propagandistic flavour and package its content in
a more reader-friendly format. As a wire service, Xinhua pro-
vides content in newspapers and on websites around the globe
as cheaply and freely as possible. Xinhua has also signed a mas-
sive range of content-sharing deals with other outlets around the
world, generating content that is subsequently distributed and
shared with other local news media (Kurlantzick 2023, 22). By
making Xinhua stories deliberately cheap, China offers informa-
tion to places with a small local media presence and promotes its
perspectives on world events (Roberts 2018).

We focus on Xinhua's outward-facing English branch whose
audiences are primarily English-speaking readers. Simply
providing more information will not improve its image in the
Western world. Attracting audiences depends on credibility,
which a state-sponsored news outlet would typically lack. As
Druckman (2001) presents, one conditional factor in influenc-
ing public opinion is an information sender's ‘credibility’. Hence,
Xinhua has developed the world's largest, most sophisticated
network for information collection, filled with news reported by
respected journalists trained at the BBC, CNN, and other well-
regarded news outlets (Kurlantzick 2023).

On the one hand, governments attempt to shape global narra-
tives regarding their leaders and foreign policies using their own
newsgathering and broadcasting operations. On the other hand,

sensitive to the perception that news outlets are an extended arm
of the state's propaganda department, Xinhua tries to maintain
low political bias and high professional standards to assert its
brand and compete with other well-regarded international news
outlets.

Clearly, Xinhua has a particular view it seeks to promote and
disseminate, and more money does not make its work eas-
ier (Brady 2015). The content and tone change with different
audiences (Brazys and Dukalskis 2020; Dukalskis 2021), and
they process the messages differently. Some audiences are more
receptive while others are more resistant to propaganda strate-
gies, depending on the topics (Mattingly and Sundquist 2023),
the backgrounds of audiences (Huang and Cruz 2022), the be-
nign or coercive nature of the messages depending on which
regions the international audiences are located (Pu 2019)
and the mediums used (Zhu and Fu 2023). However, often-
times, unnecessary heated nationalist sentiment in external-
facing propaganda causes more damage, leaving audiences in
other countries with a sour taste in their mouths (Wang 2023;
Mattingly and Sundquist 2023). Overall, the goal of these media
rebranding efforts is to send out the message that China is a
constructive and hospitable force for global development. In
addition, it can signal which countries and what perspectives
or events receive more attention and coverage from China's au-
thorities’ point of view.

This outward-facing Chinese official media, whose mission is
to conduct the Party's narrative to foreign audiences, provides
key indicators of the PRC government's initiatives to present
Chinese perspectives on real-time events to global audiences.
Governments use media to tell their benevolent stories to the
world and improve their public relations with other countries.
As such, we focus on Chinese public diplomacy efforts through
Xinhua, as a key influence on public and elite opinion on for-
eign aid-receiving states to foster warmer feelings towards
the sending state (Entman 2008; Manheim 1994; Sheafer and
Gabay 2009).

Media coverage provides citizens with salience cues regarding
the importance of political figures or issues, and in turn, shapes
individuals' perceptions of their relative importance and sa-
lience. Media salience, in particular, can reflect the significance
of foreign countries named in the media. Wanta, Golan, and
Lee (2004) show that coverage of foreign nations in the news
relates to the perception of the importance of these countries:
the more coverage a state receives, the more likely respondents
are to think the state is vitally important to their country's for-
eign policy. Media coverage of a foreign country shows how im-
portant a country is to its reporting country, in particular, to the
public. That is, the public learns the importance of the country
based on the amount of news coverage it receives (McCombs
and Shaw 1972).

Hence, while Xinhua plays a major role in defining, shaping and
projecting China's image, it reports on a variety of global issues
with different regional focuses to meet the standards of global
media outlets. However, there is still much room for Chinese of-
ficials to control what issues and countries receive more or less
coverage. Taking into account the limited space of Xinhua to
report global affairs, editors’ choices likely reflect high officials’

4 of 20

Journal of International Development, 2024

85U8017 SUOWIWIOD BAIIEaD 8|qeat|dde ay) Aq peusenob afe sajoie YO ‘8sn Jo sa|n. 10} ARiqi8ul|UO A8]1M UO (SUOTHPUOD-pUe-SLLIBIALICO" A3 W Afe.d [l |UO//SdIL) SUORIPUOD PUe Swis 1 8y} 89S *[5202/0/.T] uo Arigiauliuo 811 ‘89 L Ad 086€ P! /200T OT/I0P/Wod" A3 1M ARe.d 1 jpul|uo//Sdny Wwioiy papeojumod ‘0 ‘8ZET660T



vision of which countries are more important than others. In
this way, variation in Xinhua coverage is a clear policy lever that
elites can pull to demonstrate China's global roles.

3.2 | Diplomatic Visits

The previous section discusses media agenda-setting as an essen-
tial step in a country’s public diplomacy process to influence the
public's opinion in another country. For example, building inter-
national media outreach to have a space in the global marketplace
of ideas is one of the Chinese government's crucial steps to ‘speak
to [foreign] people — and listen to them’ (Delaney 1968, 4). In fact,
all public diplomacy programs have a primary responsibility to
explain and defend government policies to foreign audiences
(Deibel and Roberts 1976, 15). But beyond media, a more conven-
tional mental image of public diplomacy is ‘diplomats engaged in
traditional negotiations under the glare of publicity’ (Deibel and
Roberts 1976, 13). In addition to negotiations behind closed doors,
records of government-to-government diplomatic visits are sym-
bolic evidence of the bilateral relationships between countries.

Government-to-government visits are an indicator of the impor-
tance the Chinese government places on developing relations
with a country as leaders' resources are scarce (Kastner and
Saunders 2012). These visits have both symbolic and functional
roles. Diplomatic visits often mark further development in bilat-
eral relations, especially in furthering the visiting and host coun-
tries' bilateral trade relationships (Nitsch 2005). In fact, studies
show that diplomatic visits of Chinese leaders lead to stronger
commercial ties and a surge of investment (Stone, Wang, and
Shu 2022). For example, Chinese President Xi Jinping promised
over 10 billion in investment during a state visit to South Africa.
In a news conference hosted by President Cyril Ramaphosa,
he demonstrated that ‘We have agreed that we must work as
partners (with China) to improve the lives of our peoples by el-
evating our business, commercial and trade ties’ (Reuter 2018).
The high-profile leader visits are also used as a proxy to predict
Chinese favour-giving and lobbying for votes in the UN Security
Council (Wang 2022). Leader visits also have implications for
the host leaders’ security in office (Malis and Smith 2021) and
the states’ security issues (McManus 2018). Diplomatic visits are
critical and required to demonstrate that the Chinese govern-
ment makes efforts to build good relations with recipient coun-
tries for current and future business, especially considering the
expansion of Chinese state-owned companies and the advance-
ment of local businesses' interests in the host countries. Overall,
diplomatic visits send an important positive signal that the vis-
iting and hosting countries support each other and have close
long-term relationships.

Visiting leaders can also increase awareness of themselves and
their country among citizens in the host country. The positive
messages are especially contingent on how the public diplo-
macy activities are mentioned in the news in the host countries
(Goldsmith, Horiuchi, and Matush 2021). In most cases, the
host country's government has the leverage to influence how a
government-to-government visit is covered.

In short, diplomatic visits usually come with a policy agenda be-
tween two countries, and the two are expected to cooperate in

various domains through their negotiations. From the perspec-
tive of communication, a diplomatic visit is a signal of long-term
support and the political alignment of countries. In addition,
from the perspective of public diplomacy, public outreach has
the implication that elites usually improve the image of their
country to foreign audiences during these visits.

4 | Hypotheses

We have made the case that both foreign state-sponsored media
and diplomatic visits can be used to sway foreign public opin-
ion. The key question we seek to address is how these activi-
ties sync up with China's overseas development financing. We
propose that both Xinhua and elite diplomatic visits are path-
ways through which Beijing can promote the image-building
and soft power goals it attempts to realize through its foreign
aid. As argued in a previous section, these pathways are critical
for Beijing since formal reporting of its overseas financing does
not exist.

To test this logic, we examine the extent to which recipients
of Chinese overseas development financing also receive dis-
proportionate coverage in Xinhua and host a disproportionate
number of diplomatic visits from Beijing. We further leverage
data on both Chinese ODA (aid) and Chinese OOF (loans) in
testing these relationships. It is important to draw a distinction
between Beijing's ODA-like expenditures and its other official
flows (OOF). The former we may call aid (or development assis-
tance), and the latter we may call debt (or loans). As Dreher and
his team (2022) note in their comprehensive book on Chinese
aid and loans, Beijing uses aid and debt to accomplish different
goals, and it does not finance them in equal proportion, both in
terms of total spending and how it targets funds across develop-
ing countries. Dreher and his team (2022) argue that aid tends to
be more associated with China’s foreign policy objectives, while
debt tends to correspond to its market interests. What do these
differences imply for Beijing's bilateral diplomacy efforts and
state-sponsored foreign media’s reporting strategy?

On the one hand, since aid-giving is compatible with publicizing
China’s generosity and image of responsible power, we should
expect some visible acts of diplomacy and efforts to increase
the salience of aid-recipient countries among foreign audiences.
On the other hand, while aid and loans may have distinct goals,
such a distinction may be too simplistic. Perhaps more impor-
tantly, some of the market-oriented objectives that drive China's
global debt may not benefit from public displays of diplomacy.
Recent research suggests that Beijing uses its debt to ensure
access to natural resources that China lacks domestically. As
noted above, critics find that Beijing targets more of its loans in
resource-rich developing countries (Fielding 2015).3

What this implies in the aggregate is that aid from China tends
to be most strongly determined by both development and po-
litical factors, while loans are most strongly determined by
market-based factors. This suggests that Chinese ODA-like ex-
penditures should be strong predictors of complementary and
visible foreign policy activities. Meanwhile, given the more
market-oriented (and by extension more controversial) appli-
cation of debt, we should expect a much weaker association to
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exist between OOF and public diplomacy efforts. While visibil-
ity may be a virtue for aid, the opposite may be true for debt, if
the two indeed serve separate goals. We therefore expect Xinhua
coverage and diplomatic visits to be positively associated with
Chinese aid, while these outcomes should be relatively indepen-
dent of Chinese loans.

Media coverage is one way that countries can generate at-
tention and promote a positive spin on their activities to for-
eign audiences. Recognizing the potential of media as public
outreach, Beijing has expanded its outward-facing state-
sponsored media activities and news reporting over the past
two decades, in part through the English version of Xinhua,
China's top state-sponsored news agency. By covering devel-
oping countries that receive Chinese development financing,
Xinhua editors can paint a positive picture of the necessity of
Beijing's ODA to help alleviate these countries’ poor economic
conditions and, in so doing, take steps to promote China's in-
ternational image as a model for development. To improve
China's global soft power and status, mediated diplomacy can
convey the idea that China is a beneficent contributor to devel-
opment in poor countries, providing what some have asserted
as a ‘China model’ for development (Kastner and Pearson 2021,
21). On the other hand, the government-sponsored Xinhua
will deal less with loan recipients since it is more connected to
profit-seeking and business-oriented activities. Successful (or
not-so-successful) business stories do not help much to shed
light on the benevolent nature of Chinese financing. Hence,
we should expect that aid recipients will be the focus of greater
foreign-facing media coverage in Xinhua. In fact, given the
controversies surrounding its OOF, there may be incentives
for Beijing to deflect the spotlight away from loan recipients.

In addition to expanding the reach and scope of its externally
facing news media, China engages in more conventional forms
of bilateral diplomacy via government-to-government diplo-
matic visits. Efforts to document Beijing's public diplomacy
have revealed an expansive set of activities in which Beijing
engages. These efforts range from the financial to the cultural,
and from elite-to-elite meetings to informational exchanges. As
noted earlier, while aid is thought to correspond with Beijing's
foreign policy goals, loans are supposedly linked to its com-
mercial goals. The idea is that aid lets Beijing buy influence,
whereas loans help enrich Chinese firms and propel economic
growth for China (Dreher et al. 2022). By sending regular dip-
lomatic visits to developing countries, Beijing can strengthen
its bilateral relationships with countries in the Global South,
helping to cement the close bilateral ties the offer of develop-
ment assistance is, in part, intended to promote.

In sum, with respect to its overseas development financing,
China lacks the interest or capacity to publicize the exact
amount for either commitment or disbursement to keep track of
where its money has gone. Media coverage and diplomatic visits
are visible signals of Beijing's priorities about where to put the
spotlight on and to build bilateral relationships. For this reason,
Beijing may use both to complement related political objectives
that it seeks to promote via its financing activities and improve
the foreign public sentiment about its image. Hence, we expect
the following of Xinhua's news coverage and diplomatic visits to
aid-recipient countries:

H1. The more ODA a country receives from China, the more
frequently it will be covered in Xinhua, all else equal.

H2. The more ODA a country receives from China, it will host
more diplomatic visits from China, all else equal.

Conversely, to the extent that loans function in service of market-
based objectives rather than political ones, countries that owe
greater debt to Beijing also will not necessarily be more likely
targets of greater foreign-facing media coverage in Xinhua, nor
more likely hosts of a greater number of diplomatic visits from
Beijing. In fact, we expect the following two null hypotheses re-
garding loans-recipient countries:

H3. Developing countries that owe more debt to China will re-
ceive no more or less coverage in Xinhua.

H4. Developing countries that owe more debt to China will host
no more or less diplomatic visits from China.

These hypotheses build upon the conventional view that China's
aid-giving activities are more compatible with its political goals
whereas loan-giving activities are more compatible with its com-
mercial interests. We further use empirical evidence to demon-
strate that these different aid-giving and loan-giving activities
correspond to different patterns of state-oriented public diplo-
macy efforts. The next section describes our data and research
design for testing these hypotheses.

5 | Data, Design and Stylized Facts
5.1 | Data and Design

To test our hypotheses we compiled an original country-year
dataset that consists of over 140 developing countries and that
covers the period from 2002 to 2017. The two main outcomes
that we populated this dataset with are the number of Xinhua
news article mentions that a country receives in a given year
and the number of diplomatic government-to-government visits
that a country hosts from Beijing in a given year. The two main
explanatory variables we use are ODA and OOF commitments
to countries in a given year.® Each of the outcomes of interest—
the number of Xinhua news article mentions and the number
of bilateral diplomatic visits from Beijing—are discrete count
variables. We therefore rely on a few alternative approaches for
modelling the data. Specifically, we use log-linear models esti-
mated via ordinary least squares (OLS), zero-inflated negative
binomial (ZNB) models, and pseudo-Poisson maximum likeli-
hood (PPML). Each of these approaches has some advantages
and disadvantages for studying count data, so we opt for all three
to ensure the robustness of our findings.

We estimate the following two models to test whether changes
in the amount of aid (ODA) or loans (OOF) received correspond
to shifts in coverage and visits:

Coverage;, =f

{a+p,asinh(ODA;_, ) + 5, asinh (OOF,,_, ) +X,," 6+ Year, + Recipient, };

@
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visits; =f
{n+p;asinh(ODA,_, )+, asinh (OOF,,_; ) +X "y + Year, + Recipient,, }.

@

Hypotheses 1-4 are tested via the direction and statistical sig-
nificance of § parameters 1-4. H1 will be supported if 3, >0, and
H2 will be supported if 8, > 0. H3 will be supported if 3, =0, and
H4 will be supported 3, =0.

The usual two-sided hypothesis test will be done for H1 and
H2, but H3 and H4 are unusual in that our research hypoth-
esis in each case is the null. Simply testing against the null
hypothesis and failing to reject it is not the same thing as
evidence in favour of the null, and so this approach would
be inappropriate. We instead adopt a procedure that is rela-
tively well known in the biostatistics literature (Harms and
Lakens 2018), and introduced in the political science litera-
ture by Rainey (2014), called two one-sided tests (TOST). This
method involves selecting a minimum substantive effect and
determining whether an estimated effect is statistically as
large as it at the p <0.1 level of significance. The approach for
selecting a minimum substantive effect is somewhat arbitrary.
We propose testing against a minimum effect of 0.01, which
we believe is a reasonable effect size in an observational study
such as ours. For our statistical model, such an effect would
imply that a percent change in ODA or OOF leads to a 0.01
percent increase in one of the outcomes of interest. This may
seem like a small effect, but as Rainey (2014) advises, smaller
minimum effects signal a stronger claim by researchers that
an estimate is negligible.

Depending on the estimator used, Specifications 1 and 2 also
include year and recipient intercepts to adjust for observed time-
varying and constant or slow moving recipient specific factors.
The vector X}, denotes a set of control variables to improve preci-
sion and to adjust for possible confounders for Chinese bilateral
financing, Xinhua coverage, and diplomatic visits. A summary
of these variables (four main variables and nine confounders),
definitions, and their sources are given in Table 1. The data
cover the years 2002 to 2017.

5.2 | Trendsin Aid and Loan Giving

Before discussing the main statistical results, it may be helpful
to summarize some trends of Chinese aid and loans and to con-
sider the top recipients in terms of their financial portfolios on
average. These stylized facts provide some helpful context and
intuition for the data.

Figure 1 shows the total ODA (aid) and OOF (debt) committed
by Beijing per year from 2002 to 2017. Values are shown in
millions of 2017 USD. Blue shows values for ODA and yellow
shows values for OOF. The difference in China's application of
ODA relative to OOF is stark, and the gulf only expands over
time. This explosion in loans relative to aid aligns with a shift
in Beijing's strategy going into the 21st century. Burdened
with vast foreign currency reserves due to years-long trade
surpluses, confronted with excess domestic production of in-
dustrial goods, and in need of access to resources to support
its continued economic growth, Beijing tasked its so-called

policy banks to help Chinese firms gain access to foreign mar-
kets (Dreher, Fuchs, Bradley Parks, A. M. Strange, et al. 2022).
This focus spurred a radical change in China's development
finance portfolio. As Dreher et al. (2022) put it, ‘Beijing began
to behave less like a benefactor and more like a banker’ (p. 5).
Figure 1 shows this transformation from donor to lender in
the starkest of terms.

However, despite an expansion in the number of debtors over
time and the now mammoth scope of total lending, most of
these loans are concentrated in a smaller set of countries rela-
tive to aid. Even at its lowest dip in 2013, the number of devel-
oping countries that exclusively are beneficiaries of Chinese aid
remained greater than the number of developing countries that
exclusively were recipients of loans and the number of countries
that were recipients of both loans and aid. This suggests that if
Beijing has shifted its strategy for development finance, its ap-
proach has been to cast a wider net with its aid while it takes a
more targeted approach with loans.

Figure 2 shows the top 20 Chinese aid and loans recipient coun-
tries on average between 2002 and 2017. Notably, on average,
Iraq received 500 million in aid but borrowed 0 dollars in loans
from China. In contrast, Russia borrowed almost 8 billion dol-
lars from China but received no aid at all. There is little overlap
between the top recipient countries that receive both aid and
debt from China, with stark variation in terms of the amount
China lends. Russia and Venezuela were the only countries
that borrowed more than 5 billion dollars in debt on average,
the sum of which accounted for about 30% of the total lending
amounts of the top 20 debt recipients. Only eight countries ap-
pear in both the left and right panels: Indonesia, Pakistan, Laos,
Ethiopia, Cambodia, Sri Lanka, Kenya, and Sudan. These eight
countries receive both high amounts of Chinese aid and loans.
Geographically, five are in South or East Asia, whereas three are
in Africa.

In terms of the composition of portfolios for the top 20 beneficia-
ries of the total amount of both aid and debt, Figure 3 shows that
over 80% of the total financing is loans received in 14 out of 20
countries. The top five recipients—Russia, Venezuela, Angola,
Kazakhstan and Brazil—received support from China almost
purely in the form of loans (0% in aid). Kazakhstan is the only
exception among the five beneficiaries with aid comprising 2%
of its portfolio. Down the list (top 5-10 recipients), the financial
portfolios of Indonesia, Pakistan and Ethiopia are more bal-
anced than the top five total financing recipients. Clearly, we
can infer that Beijing gives more generously in its loans relative
to aid in terms of amount. China also takes a targeted approach
to loan giving.

Finally, Figure 4 shows descriptively the trends in the num-
ber of yearly Xinhua mentions of developing countries in the
sample and the number of yearly diplomatic visits these coun-
tries host. The left frame of the panel shows the total number
of diplomatic visits per developing country per year, and the
right frame shows the yearly total news articles Xinhua men-
tions the recipient countries. The sample is divided by status
as a Chinese loan recipient (yellow) or not (blue). From the
longitudinal presentations of the data, there seem to be large
observable differences in country coverage in Xinhua and
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TABLE1 | Variables.

Variable

Definition

Source

Xinhua News Articles related to Economy (IV 1)

Diplomatic visits (IV 2)

Chinese ODA (DV 1)

Chinese OOF (DV 2)

UN Vote Distance

Recipient GDP

Recipient population

Disaster deaths

Civil wars

Bilateral distance

Exports and imports

FDI

Democracy

Keywords search?® from Xinhua news headlines
to identify relevant news articles and do yearly
counts by country collected by the authors.

Global News Archive
(Cline Center for
Advanced Social

Research 2022)
Total number of high-level and provincial- China’s Global Public
level visits by government officials be- Diplomacy Dataset
tween China and the receiving country (AidData 2021)

each year based on public records.

Sum of total commitments in dollars of
Chinese Official Development Assistance
(ODA) to receiving country each year.

Sum of total commitments in dollars
of Chinese Other Official Flows (OOF)
to receiving country each year.

Chinese Development
Finance Dataset
(Dreher et al. 2022)

Chinese Development
Finance Dataset
(Dreher et al. 2022)

Aggregated distance of ideal points of UN General Assembly
UN General Assembly Voting by year. Voting Data (Bailey,
Strezhnev, and
Voeten 2016)
PPP GDP of recipient countries is gross World Bank (World
domestic product converted to international Bank 2022)
dollars using purchasing power parity
rates (constant 2017 international $).
Total population of recipient countries World Bank (World
is based on the de facto definition of Bank 2022)

population, which counts all residents
regardless of legal status or citizenship.

Deaths as a result of natural disasters

Burden of Disease

in recipient countries by year. Study (Health Metrics
and Evaluation 2019)
State-based violent conflicts count of PRIO Conflict
the recipient countries by year. Recurrence Database
(Uppsala Conflict
Data Program 2024)
Bilateral country distances between CEPII (Mayer and
recipient countries and China in km. Zignago 2011)
Annual trade statistics between Open Trade Statistics
recipient countries and China. (Vargas 2022)
Foreign direct investment to the recipient World Bank (World
countries, net (BoP, current US$) by year. Bank 2022)
Aggregated polyarchy index based V-Dem (Coppedge
on the extent to which the electoral et al. 2019)

principle of democracy is achieved.

aSelecting news articles' headlines that mention one or more of the variations of these keywords: aid, donor, lend, development, investment, growth, support, business,

help, construction, education, funds, projects, donate and assist.

diplomatic visits depending on recipient status. Loan recipi-
ents get more media spotlight and host appreciably more vis-
its than non-recipients. The peak differences for the visits get
narrowed after 2008, but for Xinhua mentions, the peak dif-
ference between loan recipients and non-recipients is around
early 2010. Both wind down in the rest of the sample period.
It seems like debtor status is associated with more frequent

yearly mentions in Xinhua and a greater number of hosted
missions from Beijing. For a summary of total yearly counts of
mentions and visits, see Table A.3.

These patterns remain only suggestive, but enough to give
us a second thought about a possible positive relationship be-
tween policy goals and China giving loans. Many factors jointly
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FIGURE1 | China's development finance, 2002-2017.
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FIGURE2 | Top ODA (aid) versus OOF (debt) recipients, 2002-2017.

determine Beijing's financing, Xinhua coverage, and diplomatic
visits that likely confound straightforward identification of the
relationships among these variables. The next section summa-
rizes the results from more rigorous statistical tests of our hy-
potheses outlined earlier in Section 5.1.

6 | Results

This section summarizes the results from the main statistical
analysis. The sample used to estimate models outlined in the
‘Data and Design’ section included 2480 country-year obser-
vations consisting of 142 unique countries with observations

Top 20 Chinese Debt Recipients
2002-2017

Russia
Venezuela
Angola
Brazil
Kazakhstan
Indonesia{ ——
Pakistan{ ———
Vietnam{ ——
Ecuadori —
Laos] —

Perui —
Malaysiaq —
Iran{ —
Ethiopia{ —
Argentina{ —
Turkmenistan{ —
Cambodia{ —
Sri Lanka{ —
Kenyaj —

Sudan{ —

oM 2000M 4 000M 6000M 8000
Debits in Millions ($)

from 2002 to 2017. The appendix section includes sum-
mary statistics (Table Al) along with full regression results
(Table A2). To save space, we limit our presentation of the re-
sults to the main predictors of interest.

Table 2 reports regression model estimates. Cell entries are
coefficients with standard errors in parentheses. Statistical
significance in the table is based on two-sided tests with the con-
ventional p<0.05 threshold. Recall that statistical significance
for Hypotheses 3 and 4 is based on the TOST procedure men-
tioned in the previous section. Results from this approach are
shown in Figure 6, which will be discussed in more detail soon.
The first two columns of the table report PPML estimates, the
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Top 20 Total Aid and Debt Recipients and the Proportions of
Aid and Debt in Portfolio 2002-2017

Proportions of
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FIGURE3 | Top ODA and OOF recipients’ share of financial flows, 2002-2017.
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FIGURE4 | China's activities in OOF and non-OOF recipients, 2002-2017.

middle two OLS estimates, and the last two ZNB estimates. For
each estimation approach, results where Xinhua coverage was
the response variable are shown first, followed by results where
diplomatic visits was the response variable. All models were es-
timated with year fixed effects and a suite of control variables to
adjust for confounding and improve precision. The linear model
estimated via OLS also included recipient fixed effects, while the
ZNB model included recipient random effects. Standard errors
for PPML and OLS estimates are robust and clustered by recipi-
ent. Since heterogeneity by recipient is modelled explicitly in the
ZNB model, no ex post adjustment is made to the standard errors.

Across the models, ODA is a positive correlate of greater Xinhua
coverage. With rounding, the coefficient across models is the

same (0.01) and is statistically significant in two out of three
models and marginally significant in the remaining model
(p<0.001 for the ZNB model, p <0.05 for the linear model esti-
mated with OLS and p<0.1 for the PPML model). Meanwhile,
OOF appears to be a positive correlate of diplomatic visits.
While estimates across models are all positive, there is more
variation in their values than in the case of ODA (coefficient is
0.026 in the PPML model, 0.002 in the linear model estimated
with OLS and 0.007 in the ZNB model). Further, while the esti-
mate is statistically different from zero in two out of three of the
models, the estimate in the third falls short even of marginal
levels of significance (p <0.05 for the PPML model, p> 0.1 for
the linear model estimated with OLS and p <0.01 for the ZNB
model).
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Figure 5 shows some example predictions for coverage and
visits, with six panels. From left to right results are shown
for OLS, PPML, and ZNB derived predictions. The top row
shows predictions of recipient mentions in Xinhua, and the
bottom row shows predictions of elite visits from Beijing.

Values in blue denote predictions per a percentage change
ODA, and values in grey denote predictions per a percentage
change in OOF. In addition to noting percent changes in these
predictors, the corresponding change in standard deviation
units have also been included to provide a sense of scale for

TABLE 2 | Regression estimates.
PPML OLS ZNB
Coverage Visits Coverage Visits Coverage Visits
ODA 0.01* 0.013 0.009** 0.002* 0.009%** 0.000
(0.005) (0.013) (0.003) (0.001) (0.002) (0.004)
OOF 0.001 0.026™* —0.001 0.002 0 0.007***
(0.004) (0.01) (0.002) (0.002) (0.002) (0.003)
Controls v v v v v v
Recipient REs v v
Recipient FEs v v
Year FEs v v v v v v
N obs. 2480 2480 2480 2480 2480 2480
% p <0.01.
**p<0.05.
*p<0.1.
Coverage (OLS) Coverage (PPML) Coverage (ZNB)
42 42 / 42 /
T —
40 40 / 40 /
38 38 —_— — 38 ]
34 34 34
Visits (OLS) Visits (PPML) Visits (ZNB)
8
6 6
6
4 4
4 /
2 % 2 / 2 ——
0 —+05D—+0:6—+42—++6—+2+4 0 —+0SD—+0:6—+1.2—+1+.8—+2:4 0 —+88P—+8:6—+12—+1-0—124
o\ o\ o\ o\ o\ o\ o\ o\ o\ o\ o\ o\ o\ o\ o\
SRR RO SRR RO DR IRO IR
%A in Financing
Type of Financing: E] ODA OOF
FIGURE 5 | Example marginal effects for ODA and OOF based on results in Table 2. Y axis values shown are the predicted level of coverage (top

row) and in elite visits (bottom row) by alternative estimation procedure per a percent increase in ODA (blue) or OOF (grey). The 95% confidence

intervals are included. To aid in the substantive understanding of what a percentage change in financing means, corresponding changes in ODA

(blue) and OOF (grey) in standard deviation units are given as well. Starting values for outcomes are the sample mean for each. Model predictions are

shown for 2005. In the case of ODA, the recipient is held constant at the median aid recipient in the sample (Egypt). In the case of OOF, the recipient

is held constant at the median OOF recipient in the sample (Northern Macedonia).
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a percentage change. The 95% confidence intervals have been
included. Across models, greater ODA from China has a clear
positive correspondence with greater coverage of a recipient.
The predicted change is modest, however. With a median
starting value for recipient coverage of (approximately) 38
news articles per year, to increase news coverage by just two
articles requires a doubling of Chinese ODA to that country.

While a percent change in ODA has a positive but modest asso-
ciation with coverage, a percent change in OOF barely registers
a change in news coverage. This can be seen by the much shal-
lower slope of the grey lines in the top panels in Figure 5.

The results are much different when we look at the predic-
tions for elite visits in the bottom set of panels in Figure 5.
OLS and PPML estimates are positive for both ODA and OOF.
Meanwhile, the ZNB estimates are only positive for OOF and
modestly negative for ODA. Furthermore, in terms of relative
magnitude, the conditional predictions are much larger. For in-
stance, the results from the PPML model suggest that a 200%
increase (equivalent to about 1.3 standard deviations) in OOF
leads to an increase from about two to six diplomatic visits in a
year (a 300% increase).

Figure 6 summarizes both the conventional p values and
TOST p values associated with the estimates for ODA and
OOF. As specified earlier, Hypotheses 1 and 2 propose that
ODA is a positive predictor of coverage and elite visits. In both
cases, we use the conventional two-sided null hypothesis for
statistical significance. Conversely, Hypotheses 3 and 4 pro-
pose that OOF has a null relationship with coverage and elite
visits. In these cases, we therefore base statistical significance
on p values generated via the TOST procedure (Harms and
Lakens 2018; Rainey 2014). With the TOST approach the goal
is to see if we can reject the null hypothesis that an estimate is
at least as great in absolute magnitude as a minimum substan-
tive effect denoted by m. As we noted in an early section, we
specify the smallest meaningful effect as Iml =0.01—this pro-
posed cut-point is close to the range of substantive estimates
reported in Table 2. The TOST p values are computed using

OLS
OOF e 0.05 o o
— Threshold
ODA o o 0.1 b
_—"""Threshold
OOF ef o o
ODA efc (o}
Q (o) Q \a) Q (o}
SHERN N &\ SN

Null
Hypothesis

two one-sided tests where the maximum between the two is
the p value we will use. A small p value will indicate that the
data is consistent with a negligible relationship between pre-
dictors and outcomes. Following Rainey (2014), we use the
0.1 p value threshold to test our null Hypotheses 3 and 4 that
OOF as a negligible relationship with coverage and diplomatic
visits.

For completeness, Figure 6 reports both types of p-values for
ODA and OOF. TOST p values are shown in blue and conven-
tional p-values are shown in grey. The 0.05 threshold is high-
lighted with a solid black vertical line, and the 0.1 threshold is
highlighted with a dashed grey vertical line. From left to right,
the panels in the figure report p values for OLS, PPML and ZNB
estimates. The top row shows p values when the outcome is cov-
erage while the bottom row shows p values when the outcome
is elite visits.

The conventional p values for ODA with respect to coverage are
consistent with rejecting the null in two out of three models. In
the case of PPML, the p-value at least falls below the 0.1 level.
Overall this is consistent with Hypothesis 1—overall we find a
positive relationship between the amount of ODA a country re-
ceives from China and its frequency of coverage in Xinhua. Note
that the TOST p-values for ODA with respect to coverage are
well above the 0.05 threshold, suggesting the effects detected are
meaningful.

With respect to ODA and elite visits, contrary to Hypothesis 2,
we cannot reject the null hypothesis at the conventional level
across all models using conventional p values. In the case of
OLS, the p value at least falls below the 0.1 level. With respect to
TOST p values, in two out of three models, we can reject the null
hypothesis and conclude that there is no significantly detectable
effect between ODA-recipient countries and elite visits.

Turning to TOST p values for OOF with respect to coverage, all fall
below the 0.1 threshold (and the 0.05 as well), meaning that we can
reject the hypothesis that the estimates are at least as large as our
proposed minimally substantive relationship of 0.01. In addition,

PPML ZNB
o o o g)
<
)
° o ° e
@
o o e
=
@
° ° o @
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> & & P @
p-values

Standard e TOST

FIGURE6 | Significance of ODA and OOF estimates with the standard null hypothesis and the directed one-sided equivalence test. Equivalence

for the estimate in the latter case is set to +0.01.
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the conventional p values are well above the 0.05 threshold. In
short, this supports our null hypothesis for OOF and coverage.

However, contrary to Hypothesis 4 that there is a null relation-
ship between OOF and diplomatic visits, we cannot reject the
hypothesis that the true estimate for OOF is at least as extreme
as 0.01 when the outcome is elite visits in two out of three mod-
els. While OLS estimates are consistent with a null or negligible
relationship with respect to OOF and elite visits, PPML and ZNB
estimates are not. Moreover, an examination of the conventional
p-values shows that we can reject the null for the PPML and
ZNB estimates as well. In short, the data is generally consistent
with a substantive relationship between the amount of OOF a
country receives from China and the number of diplomatic visits
that country hosts from China.

Generally, both the TOST and conventional p values tell a consis-
tent story. When we can reject the conventional null hypothesis,
we usually fail to reject the hypothesis that the true estimate is at
least as extreme as 0.01, and vice versa. Examining the TOST and
conventional p values simultaneously gives us more confidence in
the evidence that there is either a true and meaningful correlation
or a negligible or null correlation between the variables of interest.

7 | Discussion and Limitations

The positive correlation between ODA and coverage in Xinhua is
as expected. The evidence is also consistent with the expectation
that OOF has a negligible association with recipient coverage.
However, the data is also consistent with a positive correlation
between OOF and diplomatic visits in two out of three models,
which is contrary to what was hypothesized. Similarly, the data
do not consistently support a positive association between ODA
and elite visits.

These findings suggest that Beijing's use of ODA and OOF is
connected to its foreign policy goals, but possibly in distinct
ways. High-ranking officials appear to view diplomatic visits
to loan-recipient countries as a priority, perhaps seeing op-
portunities to sign agreements, engage in negotiations, meet
with government and business officials, deliver speeches, gain
media exposure, and partake in cultural exchanges, among
other activities. In short, Beijing's officials seem to actively
cultivate elite ties with their debtors. Conversely, aid recipi-
ents get more state-sponsored media coverage in Xinhua, con-
sistent with the argument that Beijing strategically shines a
spotlight on where its foreign aid goes to foster a positive in-
ternational image.

We should note that our analysis cannot rule out alternative ex-
planations for these differing relationships between ODA and
OOF with media coverage and elite visits. Efforts to probe the
mechanisms that we argue explain these relationships are a
fruitful area for future research.

On this point, it is important that we clarify our causal argu-
ment and the limitations it implies for future researchers con-
sidering causal levers to exploit. In our view, Beijing's overseas
financing does not cause media coverage or elite visits in such
a way that a randomized intervention to increase its financing

to certain recipients would further lead to increases in coverage
or visits. To the contrary, we argue that development financing
is complementary with coverage and elite visits in a way that's
analogous to how a right shoe complements a left shoe. If a con-
sumer needs a pair of shoes, she will buy shoes in pairs because
one shoe without the other is of minimal utility. But if someone
were to randomly give a consumer a left shoe that would not
imply that she will now purchase a right shoe. Demand for shoes
precedes the decision to buy. So it is, in our view, with the con-
nection between China's overseas financing, coverage, and vis-
its. For example, if Beijing seeks to gain soft power through its
relationship with a recipient, that goal precedes and then jointly
drives its financing and diplomatic behaviours. However, exog-
enously increasing Beijing's financing would not imply an in-
crease in diplomatic visits. In our view, the causal factor at work
is the intrinsic value of a recipient country in view of China'’s
foreign policy.

The generalizability of our findings is another issue we should
consider. Aronow and Samii (2016) show that in the context of
regression analysis, controlling for covariates and including
fixed effects introduces new regression weights that determine
which observations in the data get up or down weighted in iden-
tifying a particular regression coefficient. Aronow and Samii
refer to this reweighted sample as the ‘effective’ sample, which
they contrast with the ‘nominal’ sample or the full sample of data
used to estimate a regression model. Often it is the case that the
regression weights that are produced yield an effective sample
that is no longer representative of the nominal sample. For this
reason, Aronow and Samii (2016) recommend checking how
these regression weights influence the generalizability of a set of
results, and they provide guidance on how to do so. We followed
their advice and have summarized the results in Figures 7 and
8. To keep the analysis simple, we consider only the regression
weights produced via OLS; though a similar exercise is possible
for the PPML and ZNB estimates as well. Readers interested in
the details of the methodology for recovering the relevant effec-
tive sample weights are referred to Aronow and Samii (2016).

The method they propose is intuitive and effective, however.
The regression weights for a given model covariate are propor-
tional to how poorly that covariate is explained by other factors
in the model. Importantly, these weights do not tell whether an
effect is conditional nor that it is really limited to a subset of the
sample. They only indicate how local (in contrast to general) the
variation required to identify a conditional relationship is in the
data. In short, they tell us where we have evidence of a relation-
ship—not where we have evidence of no relationship.

Figure 7 summarizes the nominal and effective sample of re-
cipient countries in the data. Importantly, there is a unique set
of effective sample weights associated with ODA and OOF, so
we have represented these weights in separate panels of the
figure. The first panel on the left summarizes the nominal
sample of recipient countries, the middle panel summarizes
the effective sample for ODA, and the right panel summa-
rizes the effective sample for OOF. The nominal sample is
generally representative of the population of developing coun-
tries that would be eligible to receive development financing
from China. However, the effective samples used to identify
the relationships between ODA and OOF with coverage and

13 of 20

85U8017 SUOWIWIOD BAIIEaD 8|qeat|dde ay) Aq peusenob afe sajoie YO ‘8sn Jo sa|n. 10} ARiqi8ul|UO A8]1M UO (SUOTHPUOD-pUe-SLLIBIALICO" A3 W Afe.d [l |UO//SdIL) SUORIPUOD PUe Swis 1 8y} 89S *[5202/0/.T] uo Arigiauliuo 811 ‘89 L Ad 086€ P! /200T OT/I0P/Wod" A3 1M ARe.d 1 jpul|uo//Sdny Wwioiy papeojumod ‘0 ‘8ZET660T



Nominal Effective (ODA)

Share of Sample:

Effective (OOF)

1% 2% 3%

FIGURE 7 | Nominal and effective samples of recipient countries used to identify the relation- ships between ODA and OOF with Xinhua cover-

age and elite visits from Beijing. Effective sample weights are based on the OLS regressions.
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FIGURE 8 | Nominal and effective samples of years used to identify the relationships between ODA and OOF with Xinhua coverage and elite
visits from Beijing. Effective sample weights are based on the OLS regressions.

elite visits deviate from the nominal sample. In the effective
sample for ODA, India, Russia, and Pakistan receive basically
zero weight. Conversely, Mongolia, South Sudan and Somalia
receive more weight compared to the nominal sample. With re-
spect to OOF, India, Russia and Pakistan are back on the map,
and Iran, Sudan, South, Sudan, Niger and Nigeria, among oth-
ers, receive more weight.

Figure 8 summarizes the nominal and effective samples of years
in the data. The grey line represents the share of the time a year
appears in the nominal sample, the blue line represents the share
of the time a year appears in the effective sample for ODA, and
the yellow line represents the share of the time a year appears
in the effective sample for OOF. While the nominal sample is
constant from 2002 to 2017, the effective samples deviate from
the nominal sample and do so in opposite ways. The effective
sample for ODA is more heavily weighted in the earlier years
than the later years of the time-series, while the effective sample
for OOF shows the opposite trend.

The fact that the effective samples used to identify the condi-
tional relationships between ODA and OOF with coverage and
elite visits deviate from the nominal sample does not imply
that these relationships are conditional or local to certain sub-
sets of the data. These weights do imply that evidence of the
relationships we identify in our analysis is disproportionately

concentrated in certain years and in some recipients as opposed
to others. At best, we do not know whether this is any more
or less problematic compared to the typical observational study
where controlling for covariates inevitably yields regression
weights that distort the effective sample relative to the nom-
inal sample used in the study. However, we should point out
that, even if the sample is no longer representative of the full
set of countries in the data, if you look at Figure 7, there is still
pretty good representation at the regional level for the effective
samples unique to ODA and OOF. And even though there are
systematic differences in sample weights over time in the ef-
fective samples, the differences are not big in absolute terms,
and at no point is any year in the data given zero weight. In
short, the reweighting that takes place in the data by virtue of
our regression models is not so extreme that we are prevented
from drawing reliable inferences from the data. Nonetheless,
by being transparent about the scope conditions that do exist on
our inferences, our hope is that researchers in the future will be
able to find ways to push against these boundaries.

8 | Conclusion
In crafting its foreign policy strategies, Beijing has historically

concentrated on its immediate neighbours for both security
and geostrategic reasons. Nevertheless, there is an evident shift
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towards a more global outlook in China's approach (Nathan
and Scobell 2012; Pu 2019). Similarly, when it comes to allo-
cating its financial resources and exerting economic influ-
ence, certain countries hold greater significance than others.
However, Beijing's leaders keep these reasons close to the vest.

The secrecy surrounding China's international development
financing is puzzling. But vis-a-vis this limited transparency,
the painstaking work of researchers to document and anal-
yse trends in China's development financing has illuminated
a great deal about Beijing's distinctive approach to giving and
lending. In one of the most comprehensive efforts to document
trends in Chinese development finance, Dreher and his team
(2022) find that China is far from the stereotype of a rogue
donor seeking to promote authoritarianism globally, as many
fear. Instead, China's ODA-like expenditures follow patterns
similar to those of OECD-DAC donors. Much like these tradi-
tional donors, China's foreign aid is a versatile foreign policy
tool through which Beijing seeks to accomplish important ob-
jectives in international politics. These goals, we contend, en-
compass securing international recognition of China as a great
power, image-building and fostering closer diplomatic ties
with developing countries in what China calls ‘South-South’
cooperation.

The goals of facilitating cooperation and winning international
recognition as a rising global power are difficult to accomplish
covertly. Hence, we consider the role of outward-facing state-
sponsored news coverage and bilateral diplomatic visits from
Beijing as valuable complements to the foreign policy goals un-
derlying China's giving and lending. This paper has unpacked
how China’s official outward-facing media and diplomatic ef-
forts engage with major destinations of China’s overseas money
and projects. While public diplomacy and outward-facing
state-sponsored media are not solely used to bolster China's
overseas development financing, they undeniably share com-
mon objectives. In particular, diplomacy and news coverage are
both highly visible activities, capable of supplementing the fre-
quently opaque nature of Beijing's development finance efforts.
Therefore, in this study, we propose that if China's development
finance primarily aims at bolstering its image, then countries re-
ceiving China’s overseas development assistance should attract
disproportionate media coverage in Xinhua and diplomatic vis-
its aimed at image-building.

In our empirical analysis, we discover partial support for our
hypotheses, and identify some additional patterns that run afoul
of our expectations. Consistent with our argument, we observe
that countries receiving greater ODA-like financing from China
garner increased media attention in foreign-facing articles of
Xinhua, which often are articles reporting on concerns about
these countries’ economic development. Simultaneously, OOF
or loan-recipient countries host diplomatic visits from Beijing
disproportionately more than other countries (all else equal).
This suggests that loans, rather than ODA, are tied to Beijing's
efforts to promote closer bilateral cooperation.

To foster current and future economic ties, it is possible that
those receiving more debt host more diplomatic visits from
Beijing where high-level officials can sign agreements, hold
meetings, and engage with local communities to pave the way

for Chinese businesses. Most companies, including state-owned
enterprises (SOEs), when going abroad, are still profit-driven to
pursue market opportunities. In many instances, they require
government officials, embassies and consulates to build benign
bilateral relationships and smooth the way for firms (Kastner
and Pearson 2021). Therefore, commercial-driven incentives
of building strong bilateral cooperation, rather than image-
building and promotion, may explain why we observe more dip-
lomatic visits in loan-receiving countries.

Our findings shed new light on two aspects of Chinese overseas
development financing projects. First, the foreign-facing version
of Xinhua does not function primarily as a propaganda tool for
China. While Xinhua occasionally mentions the ‘Belt and Road’
initiative in broad terms, it rarely delves into the specific details
of on-the-ground aid projects or directly propagates its achieve-
ments. If we were to rely solely on Xinhua's news reports, we
would have little insight into the extent and level of China’s con-
tributions to a wide array of developing countries in need. Most
of the project specifics are revealed on Chinese embassy websites
and other news sources, requiring diligent research efforts to un-
cover this information through institutions like AidData (B.C.
Parks et al. 2023).

Returning to the puzzle driving this research project—why
Chinarefrains from publicizing its aid projects at the institutional
level—we discover that Xinhua does not extensively cover proj-
ect details. Instead, aid-recipient countries receive greater media
attention regarding their economic development needs. These
news articles, based on events and factual information, may be
intended to legitimize China's provision of Official Development
Assistance (ODA) as a gesture of benevolence rather than to em-
phasize aid effectiveness. In short, the disproportionate cover-
age of aid recipients is about signalling China's generosity rather
than performance. Future research should delve deeper into
understanding why Xinhua refrains from reporting the extent
of China’s direct involvement in the local economies of recipi-
ent countries or whether and to what extent China influences
local media outlets in these recipient countries to report on its
aid projects.

Second, we observe that countries receiving loans often ex-
perience a higher frequency of high-level official visits from
China compared to those that do not receive such loans. We
posit that in addition to conducting business transactions,
China considers policy objectives and diplomatic bonds with
countries receiving loans (it is worth noting that we do not ob-
serve such relationships with countries receiving aid). China
allocates significant resources to nurture enduring partner-
ships with these states that hold promising economic poten-
tial. Rather than desiring to see them burdened by debt and
economic distress, China may seek their prosperity and mu-
tual benefits, invest in bilateral relationships, and ensure its
loans are repaid.

Moreover, our research underscores the importance of distin-
guishing between China's ODA and OOF in understanding its
public diplomacy efforts targeting different destinations. We
emphasize that countries receiving loans make efforts to main-
tain strong and amicable ties with China. The flow of loans can
also serve as an indicator of their diplomatic proximity to China.
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Future studies may delve deeper into exploring how the inter-
play of economic and political interests unfold differently in aid-
and loan-recipient countries.
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Endnotes

1ODA (official development assistance—which has a larger grant
component).

20OF (other financial flows—which typically act more like loans).
3ODA meets criteria similar to those outlined by the OECD.

4OOF:These are flows with developmental, commercial, or repre-
sentational intent, including export credit projects that often have a
larger loan component. “Unofficial” financing such as Joint Ventures,
Foreign Direct Investment, military assistance, or corporate aid is not
included.

>See, for example, the partnership between USAID and William and
Mary's AidData Research Lab: https://www.aiddata.org/partners.

6See USAID's resource page on branding: https://www.usaid.gov/
branding.

7China struggles to build a positive image as a rising international stat-
ure, as opposed to being a status-quo power.

8Notably, China's attraction to resource-rich countries is no differ-
ent from many other Western donors (Chen, Dollar, and Tang 2018;
Dreher, Fuchs, Brad Parks, et al. 2018).

9See Table 1 for more details about the data sources.
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Appendix A

TABLE Al | Summary statistics.

Mean St. Dev. Min Max
ODA 40395771 215303107 0 8097842141
OOF 284140117 1544401775 0 36037021678
Xinhua mentions 38.105 65.470 0 643
Diplomatic visits 1.453 3.520 0 29
total visits 1.632 3.929 0 30
V-Dem 0.666 0.198 0.134 0.965
GDP 222546605712 618242335753 45183544 8276934253114
Population 29565627 103636221 9827 1338676779
Disaster 338.449 6483.236 0 222658.300
Civil war 0.133 0.340 0 1
Distance (km) 9518.719 3948.601 809.538 19297.470
Imports 2459284265 7219886819 0 62136639680
Exports 2870717062 7621027719 0 71617248156
ATOP alliance 0.142 0.349 0 1
UN distance 0.548 0.519 01 3.348
FDI -1612.817 5331.112 -90485.120 35050.840
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TABLE A2 | Regression estimates (full table).

PPML OLS ZNB
Coverage Visits Coverage Visits Coverage Visits
Chinese development financing:
ODA 0.01. 0.013 0.009* 0.002. 0.009%** 0
(0.005) (0.013) (0.003) (0.001) (0.002) (0.004)
OOF 0.001 0.026* —0.001 0.002 0 0.007**
(0.004) (0.01) (0.002) (0.002) (0.002) (0.003)
Controls:
Income 0.191. —0.007 —0.011 —0.017 —0.028 0.306*
(0.101) (0.186) (0.072) (0.042) (0.066) (0.137)
Population 0.475%** -0.127 —0.191 0.035 0.284*** -0.11
(0.081) (0.138) (0.144) (0.045) (0.073) (0.288)
Disaster 0.005 0.1* 0.024* —0.001 0.017* —0.022.
(0.028) (0.039) (0.012) (0.006) (0.008) (0.012)
Civil war 0.257 0.451* 0.095 0.023 0.144%** 0
(0.163) (0.19) (0.088) (0.061) (0.045) (0.083)
Distance -0.132 —1.414%+* —0.587* —8.332%%*
(0.126) (0.214) (0.264) (1.431)
Democracy 0.077 0.095 —0.63 0.038 —0.452* 0.054
(0.31) (0.645) (0.402) (0.233) (0.184) (0.23)
Imports —0.057* —0.112%* -0.004 —0.005 —0.033** —0.008
(0.028) (0.038) (0.014) (0.004) (0.01) (0.015)
Exports 0.063 0.262%* —0.045 0.007 —0.096*** 0.144%*
(0.071) (0.088) (0.044) (0.026) (0.028) (0.049)
UN ideal distance 0.151 —0.564. —-0.05 0.041 0 0.017
(0.252) (0.289) (0.109) (0.063) (0.054) (0.094)
FDI 0.012%** —0.004 0 —0.004* 0.001 —0.004
(0.003) (0.007) (0.002) (0.002) (0.001) (0.003)
Recipient REs v v
Recipient FEs v v
Year FEs v v v v v v
N obs. 2480 2480 2480 2480 2480 2480
5 < 0,001,
#p <0.01.
*p<0.05.
.p<0.01.
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TABLE A.3 | Yearly total counts of Xinhua news articles related to
economy and government visits.

Year Count news Count visits
12000 3926 510
22001 4176 603
32002 4467 229
42003 5175 241
52004 5218 290
62005 4876 331
72006 5034 346
82007 4633 285
92008 3283 292
10 2009 8503 323
112010 10249 309
12 2011 9520 260
132012 7565 262
14 2013 7076 235
152014 6280 255
16 2015 4335 233
17 2016 3979 76
18 2017 4307 88
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