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Introduction

The People's Republic of Chinais nota new actor in international development cooperation. In
the early 1950s, it already began supporting the emergent decolonised nation-states in Africa and
Asia within the framework of South-South cooperation?. As far back as then, the focus was on ag-
riculture, health and infrastructure initiatives. Even though most of this aid had notto be paid
back, China did notact altruistically but rather pursued a clear goal of “laying a solid foundation
for its long-term friendly cooperation with developing countries”3. The efforts paid off: on 25 Octo-
ber 1971, most representatives of developing countries in the UN General Assembly voted to rec-
ognise the People’s Republicof China as the sole legitimate representative of China at the United
Nations®.

Until today, the People’s Republic uses the tool of development cooperation specifically for the
promotion and assertion of its own global interests, and with ever-increasing means. This plays a
key role in the looming systemic competition between the West and China, as was clearly visible
at the USA-China summit in March 2021. Politblro member Yang Jiechi sharply stated that “most
countries in the world do not recognize that the U.S. values represent the international values”>,
meaning China and a large number of developing countries the People's Republic supports within
the framework of South-South cooperation.

Principles and practices

Chinese development cooperation has been reformed multiple times since the 1950s. But its core
is still based on the “Eight Principles for Economic Aid and Technical Assistance to Other Coun-
tries” that Zhou Enlai announced during a visitto Ghana in January 1964. Besides the assurance of
high quality standards, he claimed above all that the recipient countries’ sovereignty would be re-
spected, there would be no interference in their internal affairs, and they would be treated as
equal partners for mutual benefit®. In its latest white paper oninternational development cooper-
ation from January 2021, the Chinese government affirmed its adherence to these principles once
again. According to official data, Chinese development cooperation currently focuses on eight ar-
eas:
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1. Ready-to-use infrastructure projects

2. Goods and materials

3. Technical cooperation

4. Cooperation in human resource development
5. Sending Chinese medical teams

6. Sending Chinese volunteers

7. Humanitarian emergency aid

8. Debtrelief’

When it comes to practical implementation, China uses different standards than the DAC member
states. The key financing instruments, i.e. subsidies, interest-free loans and concessional loans,
are used combined rather than separately for financing bilateral development cooperation pro-
jects. Furthermore, commercial and development policy measures are not clearly separated from
one another, but deliberately mingled. These practices - characterised by western donors as non-
transparent - present major challenges for the recipient countries, particularly since the volumes
have increased significantly, especially for infrastructure projects, in the last twenty years. Further-
more, the main beneficiaries are the involved Chinese state-owned enterprises, whose contracts
are predominantly financed by loans that many recipient countries cannot afford®. Various devel-
oping countries in Africa, Asia and Latin America have already fallen into a debt trap in recent
years due to this approach, leaving them economically and politically dependent on China. A well-
known example is Sri Lanka, which is heavily indebted to the People's Republic and was eventually
forced to lease the Hambantota deep water port, builtby Chinese companies, to a Chinese state-
owned enterprise for 99 years in2017°. Even European countries are notimmune - the most re-
cent example is Montenegro'°.

In the course of China's foreign policy reorientation under Xi Jinping’s leadership'?, also develop-
ment cooperation isundergoing a structural change thatis far from complete. Until 2018, the State
Council, the Ministry for Foreign Affairs and the Ministry of Commerce were responsible for the
planning and administration of this sector. It was clearly visible from the allocation of funds where
the priorities lay: the Ministry of Commerce had more than 90 percent of the bilateral development
cooperation project funds at disposal. Butthere was a lack of an overarching coordinating authority
being responsible for the strategic focus of development cooperation. A first milestone in this di-
rection was the establishment of the China International Development Cooperation Agency
(CIDACA) in April 2018. Although this new government agency only has a small budget and relatively
few staff, it, nevertheless, reports directly to the State Council, which emphasises its importance.
Officially, it is responsible for the development and coordination of

the Chinese development cooperation strategy. This also includes

international branding: in January 2020, the CIDACA presented a

standardised, striking logo with the wording“#E{£8h China Aid for 2] ® M
Shared Future”, which is now displayed on all Chinese aid sup- CHINA AID

FOR SHARED FUTURE
i . wever, ini - whi inu
lies'2. However, the Ministry of Commerce hich continues to

have the majority of the bilateral development cooperation funds
at disposal - remains the key player in Chinese development coop-
eration.'3
Source: CIDACA,

http://en.cidca.gov.cn/2019-
11/29/c_427670.htm.
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Priorities and objectives

China publishes little data on its development cooperation. Western actors have long criticised
the associated opacity, which runs counter to their paradigm of transparency. The little official
data can be found in the Chinese government's white papers. The first two were published in
2011 and 2014'4. A third, the most comprehensive to date, followed in January 2021. The white
papers contain information concerning both the financial volumes and the priorities and objec-
tives of Chinese development cooperation.

Graph 1: Categories of funds for Chinese development cooperation, 2013-2018

Concessional loans
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Grants
47.30%

Interest-free loans
4.18%

Source: Own representation based on The State Council Information Office of the People’s Republic of China
2021: White Paper on China’s International Development Cooperationinthe New Era.

According to the latest white paper, China has continuously increased its development coopera-
tion budget from 2013 to 2018 and spent a total of RMB 270.2 billion (approx. EUR 35 billion) in
this period - approximately a third of the amount that Germany as the second largest DAC donor
provided inthose years'>. Subsidies for projects in the social welfare sector and concessional
loans predominantly for industrial and infrastructure projects each made up close to half of this.
RMB 11.3 billion (4.18 percent, approx. EUR 1.5 billion) was provided for interest-free loans which
were used to finance projects for the construction of public facilities and measures for the im-
provement of living standards in partner countries. From these funds, 122 countries benefited, of
these 53 in Africa, 39 in the Asia-Pacific region, 22 in Latin America and the Caribbean, and 8 in Eu-
rope. More than 80 percent of the aid was provided to African and Asian countries, and around 45
percent of the total amount was provided to least developed countries (LDCs). In addition, also 20
regional and international multilateral organisations benefited, but, all together, received just 4.63
percent of the funds.'®
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Graph 2: Allocation of Chinese funds for development cooperation by region, 2013-2018
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Graph 3: Allocation of Chinese funds for development cooperation by income groups, 2013-
2018
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Actually, the budget for development cooperation projects is likely to be significantly higher, de-
pending on what kinds of investments in the global south are added. China frequently links aid
with economic projects, meaning that the total volume of development financing remains non-
transparent. “We estimate that, in the meantime, China is the largest public donor to developing
and emerging countries by a significant margin,” economist Sebastian Horn from the Kiel Institute
for the World Economy recently stated in an interview with Neue Zircher Zeitung. “China provides
more loans than any other member of the Paris Club, of which the USA, Japan and Germany are
also members,” he explained. “And China provides more loans than the World Bank or the Inter-
national Monetary Fund (IMF)."17

Since President Xi Jinping took office, the Chinese government has launched numerous multi-bil-
lioninitiatives that are relevant for development cooperation. These include the establishment of
the Asian Infrastructure Investment Bank (AlIB), the South-South Cooperation Assistance Fund, a
China-UN peace and development fund and the South-South Climate Cooperation Fund. The gov-
ernment is also taking steps in the academic field: The Institute of South-South Cooperation and
Development (ISSCAD), dedicated to train talents from the Global South, was established at Pe-
king University in April 2016. With these and a few other initiatives, China is involved in all key ar-
eas of international development cooperation.

A new development is the Chinese government's clear commitment to the UN's 2030 Agenda for
Sustainable Development, which, for the first time, is defined as a central goal in the 2021 White
Paper'8. Within this framework, it provides support to developing countries, predominantly in Af-
rica and Southeast Asia, in the fields of poverty alleviation, food security, high-quality education,
gender equality, infrastructure development, sustainable and innovation-driven economic growth,
and environmental protection'®.

The Belt and Road Initiative in the context of Chinese development coop-
eration strategy

Nowadays, the Belt and Road Initiative (BRI) or New Silk Road launched in 2013 is particularly im-
portant for Chinese development cooperation. In this initiative, the government is bundling mas-
sive investments, primarily in the infrastructure of more than 80 countries - according to the plan.
In the 2021 White Paper, the Belt and Road Initiative is officially defined as a core element of the
Chinese development cooperation strategy, which is also a new development, even though it goes
far beyond the scope of development cooperation and also includes numerous infrastructure in-
vestments in developed countries, including Germany and other EU countries?®. China is thus ex-
porting its development model to the world and systematically strengthening its geostrategic po-
sition under the premises of development cooperation and securing international trade routes?'.

For many developing countries, particularly this initiativeis a double-edged sword because, as
noted earlier, the extensive construction projects that they would not otherwise be able to imple-
ment are usually financed with Chinese loans, and, in most cases, the main beneficiaries are Chi-
nese state-owned enterprises. Some partner countries have already fallen into this debt trap and,
as a result, become dependent on China. This has damaged the international reputation not only
of the Belt and Road Initiative, but also of the People’s Republic. However, the extensive initiative
also entails considerable financial risks for China: in many partner countries, the financial situa-
tion has deteriorated significantly because of the ongoing crisis caused by the Coronavirus, so
that far more loans cannot be (fully) serviced than had previously been calculated.

Against this backdrop, it is remarkable that more emphasis is now being placed on the Belt and
Road Initiative in the context of development cooperation and itis defined as an integral part of
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the development cooperation strategy. In the 2021 White Paper, fivefocus areas are listed under
the headline “Boosting International Cooperation on the Belt and Road":

1. Enhancing policy coordination
2. Strengthening infrastructure connectivity
3. Promoting unimpeded trade

4. Deepening financial integration

5. Fostering closer people-to-peopleties

At the core are large-scale infrastructure projects in Asia, Africa and Europe through which China
aims to closer bind its partner countries politically, economically, and even militarily:

> By “connecting the six corridors and six routes”, China is seeking to revive the old silk roads - a
well-chosen term that evokes positive, romantic associations in many countries. Concretely, it
is about extensive BRI infrastructure projects in South Asia, Southeast Asia and Central Asia.
Through the construction of roads, railways, bridges and tunnels, China wants to establish six
direct overland route ways to all important regions of Eurasia. All countries involved, above all
China itself, are supposed to benefit from this initiative. The route ways leading directly to Eu-
rope have priority, and here China also sees the greatest success: According to the 2021 White
Paper, “connecting over 100 cities across more than 20 countries in Europe and Asia, the China
Railway Express to Europe has made an outstanding contribution to stabilizing international
industrial and supply chains during the Covid-19 pandemic.”??

»  With the establishment of a “logistics corridor on the 215t century maritime silk road”, China is
pursuing the goal of expanding and securing the sea routes to Europe. This includes not only
the “classic” routes, but also new, alternative routes, e. g. via ports in Pakistan and Myanmar
which (are envisaged to) get a direct rail connection with China, or the polar silk road through
the Northeast Passage. The expansion of the “Nouakchott Friendship Port” in Mauritania, which
was built by Chinese companies in the 1980s, is explicitly highlighted in the 2021 White Paper.

> China also puts a geostrategic emphasis on aviation by expanding “air transport hubs” in Asia
and Africa. The Chinese government specifically names seven countries where it supports the
modernisation and expansion of airports with the defined goal of more strongly integrating
them into the Belt and Road Initiative: Pakistan, Nepal, the Maldives, Cambodia, Zambia, Zim-
babwe, and Togo.

Based on the planning and implementation of these infrastructure and construction projects,
China's primary geostrategic goals become clear: On the one hand, the People’s Republicis doing
everything in its power to open up alternative trade routes, which do not pass through the bottle-
neck of the Strait of Malacca. Onthe other hand, itwants to open up new markets and continu-
ously expand its own sphere of influence.

“Mask and vaccine diplomacy”

In the context of the global COVID-19 pandemic, the Chinese government wants to provide in-
creased health sector support to partner countries. According to the 2021 White Paper, “Contrib-
uting to a Global Community of Health for All” is a primary field of activity for China’s future devel-
opment cooperation besides support for the implementation of the UN's 2030 Agenda for Sus-
tainable Development and improvement of its capacity for cooperation.
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The expansion of health infrastructure in countries of the Global South has actually been an - al-
beit marginal - part of the Belt and Road Initiative for more than five years. This area has become
much more important in the context of the COVID-19 pandemic. In recent months, China has de-
veloped an extensive “mask and vaccine diplomacy” which also extends to numerous developed
countries and is well orchestrated for propaganda purposes. Up to now, according to official infor-
mation, China has delivered medical supplies to 10 international organisations and 150 countries
around the world during the pandemic - although the products’ quality has greatly varied from
time to time?3. Other aid measures were added, e.g., dispatch of medical teams. However, also
developing countries have to pay for the majority of medical equipment and vaccine doses deliv-
ered by China.?*

Challenges and opportunities for German development cooperation
Germany and the other DAC member states are faced with huge challenges by Chinese develop-
ment cooperation. The People’s Republicoffers an alternative partnership to many developing
countries that is not based but on western values but - at least officially - on the principles of
South-South cooperation. In particular, this applies to countries with authoritarian or dictatorial
governments where DAC members implement hardly, if any development projects due to their
value-based approach. In Chinese development cooperation practice, commercial and develop-
ment policy measures are firmly combined, while DAC standards provide for a strict separation.
Furthermore, the People's Republic consistently dedicates its development cooperation to geopo-
litical and geostrategic interests in order to further expand its sphere of influence.

Chinese development cooperation practices have long been subject to sometimes sharp criticism
by Western donor countries. However, to date there is no coordinated approach for how to re-
spond toit.2° In October 2020, the Research Services of the German Parliament took on this topic
and developed recommendations for Germany and other DAC member states, which indicate
both the opportunities and challenges when dealing with China’s development cooperation:

> Actively and firmly representing our values, without terminating cooperation and dialogue with
China.

> Continued cooperation with China to further align at least the technical criteria of its develop-
ment cooperation with international standards.?®

> Cooperating with China’s partner countries in order to strengthen their governments so that
they can formulate their own interests vis-a-vis China more clearly, implement them through
strategies and thus benefit themselves from cooperation with China.

> Criticising and warning about negative developments such as debt traps or undermining of hu-
man rights, environmental or labour law standards.

»  Critically scrutinising our own paradigms in light of the partially impressive success of Chinese
development policy.?’

Ultimately, the same premise applies for dealing with Chinese development cooperation as ap-
plies from the EU Commission’s and the German Federal government's point of view for dealing
with the People's Republic in general: China is a partner as well as a competitor and a rival.?8
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