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About the BRIDGE Initiative
In recognition of the challenges posed by foreign authoritarian influence, the International Republican
Institute (IRI) developed a framework to strengthen the ability to resist this threat. This initiative, entitled
Building Resiliency for Interconnected Democracies in Global Environments (BRIDGE), is funded by the
National Endowment for Democracy (NED). The BRIDGE framework takes a two-pronged approach to
tackling this challenge: 1) Increasing knowledge of the nature of authoritarian tactics; and 2) Engaging
stakeholders to develop and implement their own strategies to confront these tactics.
By engaging stakeholders across sectors — including government officials, political parties, media,
private enterprise, and civil society actors — IRI is bolstering the resilience of democratic institutions to
authoritarian influence. The research presented in this report is part of a growing compendium of case
studies documenting China’s authoritarian influence tactics and the elements of effective democratic
resilience, which directly informs BRIDGE programming.

Glossary: Key Terms and Abbreviations
Belt and Road Initiative (BRI): A global development strategy adopted by the Chinese government involving infrastructure development
and investments in across Asia, Europe, Africa, the Middle East, and the Americas. The projects and methods of investment could serve to
strengthen China’s economic and security interests.
Chinese Communist Party (CCP): The founding and ruling political party of the People’s Republic of China.

Debt trap: A situation in which a debt is difficult or impossible to repay, typically because high interest payments prevent repayment of the
principal.
Elite capture: A form of corruption in which public officials and national elites manage or direct government projects in a manner that
enables them to misdirect resources for their own personal financial gain to the detriment of the public.
Foreign direct investment (FDI): An investment made by a firm or individual in one country in business interests located in another
country; this sometimes refers to the aggregation of all foreign investments into or from a particular country.
Great firewall: A colloquial term for mainland China’s internet censorship system.

Sovereign debt: The amount of money that a government has borrowed, typically issued as bonds denominated in a reserve currency.

State-owned enterprise (SOE): A legal entity that is created by a government in order to partake in commercial activities on the
government’s behalf. China’s SOEs, among the largest and most powerful in the world, are responsible for a large portion of BRI activity.

Common Acronyms
1MDB:1Malaysia Development Berhad

ICT: information computing and telecommunications

ASEAN: Association of Southeast Asian Nations

IRI: International Republican Institute

ALP: Australian Labor Party

ASIO: Australian Security Intelligence Organization
AU: Australian dollars

BN: Barisan Nasional coalition
BOC: Bank of China

BRI: Belt and Road Initiative

CASS: Chinese Academy of Social Sciences

CCCC: China Communications Construction Company
CCP: Chinese Communist Party
CCTV: closed-circuit-television

CEIEC: China National Electronics Import and Export Corporation
CGN: China General Nuclear Power Group

CHALCO: Aluminum Corporation of China

CMEC: China-Myanmar Economic Corridor
CPP: Cambodian People’s Party
EU: European Union

FDI: foreign direct investment

FOCAC: Forum on China-Africa Cooperation
FTA: Free Trade Agreement

GDP: gross domestic product

ICBC: Industrial and Commercial Bank of China

IMF: International Monetary Fund

ISIS: Malaysia’s Institute of Strategic and International Studies
LED: light-emitting diode

MCA: Malaysian Chinese Association

MCTCO: Maldives China Trade and Cultural Organization
MDP: Maldivian Democratic Party

MOU: memorandum of understanding

MPS: China’s Ministry of Public Security

NATO: North Atlantic Treaty Organization
PH: Pakatan Harapan opposition party
PLA: People’s Liberation Army
PM: Prime Minister

SEZ: Special Economic Zones
SOE: state-owned enterprise

TBEA: a Chinese manufacturer of power transformers
TGSP: Trans Sabah Gas Pipeline

UDG: Union Development Group

UMNO: United Malays National Organization
UTG: University of The Gambia

ZNBC: Zambia’s state broadcaster
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INTRODUCTION
China has engaged with countries throughout the developing world for decades, primarily seeking critical
resource needs and new markets for its rapidly growing economy. Yet in recent years, Beijing is taking a
significantly more aggressive approach to advancing its expanding interests in developing countries,
leveraging unprecedented levels of influence to achieve its desired political and economic ends.
Some of this influence is a natural result of China’s growing economy and its government’s related efforts
to expand the country’s cultural appeal abroad, as other rising powers have done. The Chinese Communist
Party (CCP), however, is employing a unique set of tactics in the economic and information domains that
undermines many developing countries’ democratic institutions and future prosperity as their dependence
on China grows.
CCP influence tactics in the economic and information spheres are of particular concern for several reasons.
First, China has rapidly increased the use of its influence tactics in these two domains. Second, uninformed
observers are particularly likely to perceive these efforts as innocuous and on par with those employed
by democracies. China’s leveraging of growing political and security ties across the developing world
complements and bolsters these efforts.
Despite growing recognition of the risks of engagement with China, there has been little in-depth research
on China’s means of influence and the response to such efforts in individual countries. In an effort to
address this gap and inform efforts to bolster resilience to foreign authoritarian influence, the International
Republican Institute (IRI) enlisted researchers in 12 vulnerable democracies around the world to study the
nature of CCP influence and the determinants of democratic resilience to CCP tactics.
This report consists of condensed versions of research findings on Cambodia, Pakistan, Sri Lanka, Serbia,
Ecuador, Zambia, Mongolia, Hungary, The Gambia, Myanmar, Malaysia and the Maldives. The country
studies are ordered starting with those which have demonstrated the least resilience to Chinese influence
efforts. The report concludes with Australia’s experience, included because of that country’s valuable
lessons for developing democracies that have already encountered similar levels of CCP interference — or
may soon.
The findings from these studies underscore the pernicious effects of simultaneous unchecked CCP influence
in democracies’ economies and their internal discourse on China. Beijing’s manipulation of the information
space neuters institutions such as independent media and civil society that in robust democracies would
otherwise expose the risks of China’s opaque economic deals and corrupt practices.
The CCP — which systematically suppresses political pluralism and free expression in China — is
increasingly attempting to use similar practices abroad to manipulate internal political and information
environments to its own benefit. China’s preference for opaque, corrupt economic deals corrodes
democratic institutions and leaves countries increasingly beholden to their Chinese creditors.
These actions, in conjunction with China’s support for likeminded, illiberal partners and growing advocacy
for its authoritarian model, have the potential to draw fragile democracies into China’s orbit and away
from the United States and the democratic West. This represents a clear and significant threat to U.S.
strategic and economic interests and has the potential to destroy the American-led liberal democratic
order.
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Introduction

The studies in this report also demonstrate the significant variation in CCP methods of influence, which are
targeted according to the state of governance and transparency in the particular country in which China is
operating. This finding underlines the importance of focusing on the context in individual countries targeted
for CCP influence and proactively bolstering fragile democratic institutions to counter the malign effects.
Nevertheless, the comparison of these case studies makes it possible for the report to draw conclusions
regarding China’s common means of influence in the economic and information domains and their effect
on developing democracies.
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EXECUTIVE SUMMARY OF KEY FINDINGS
Economic Influence

Much of China’s growing influence in the developing world can be ascribed to its leverage as a $14 trillion
economy and the world’s largest commodity importer.1 Beijing is expanding trade and investment with
countries in need of both. However, there are malign aspects of China’s growing economic engagement
that render its influence harmful to many developing countries.
• Opacity is inherent to deals concluded under the Belt and Road Initiative (BRI), China’s ambitious global
infrastructure and connectivity program. Chinese companies — typically state-owned enterprises (SOEs)
— are looking to secure no-bid contracts with highly favorable terms to carry out projects financed by
Chinese policy banks. Not surprisingly, negotiations and contract terms are almost never made public.
This lack of transparency is central to many of the damaging consequences of the BRI, including inflated
costs and onerous terms that saddle countries with unsustainable debt.
• In countries such as Ecuador, Pakistan and Sri Lanka, the lack of alternatives to continued reliance on China
to finance those debts results in a cycle of dependence. In the infamous case of Sri Lanka’s Hambantota
Port, Beijing leveraged that country’s inability to pay its debts to acquire a 99-year lease on a strategic
asset and surrounding territory — an example of the potential risks of the BRI and unsustainable debt for
recipient countries.2
• The opaque nature of BRI projects presents regular opportunities for massive corruption, best described
as a “feature” of the BRI rather than a “bug.” Chinese SOEs seeking preferential bids and terms regularly
line the pockets of recipient officials who are all too willing to accept massive amounts of Chinese credit
for projects of dubious value.
»» For example, in Ecuador massive corruption fueled a deal for a Chinese-financed dam built in the
shadow of a volcano, against the advice of geologists. The dam has failed to generate the levels
of electricity promised, while the contract terms continue to undermine the country’s economic
prospects. In Malaysia, Chinese SOEs were granted major infrastructure deals at significantly inflated
costs, in return for Chinese assistance in bailing out a troubled government investment firm then-Prime
Minister Najib Razak reportedly used as his personal piggy bank. In countries like Cambodia, Chinese
entities have established enduring corrupt links with leaders, achieving a level of “elite capture” that
ensures CCP interests will be protected at the highest levels of the Cambodian government.

Manipulation of the Information Space

• The CCP is also going to great lengths to ensure greater control over developing countries’ internal
narratives about their relationships with China, including by suppressing criticism of Chinese activities
within their borders. In Sri Lanka, for example, China has stepped up efforts to quiet the “debt trap”
narrative which emerged after China’s controversial long-term lease of Hambantota Port, damaging the
BRI brand globally.

Wei, Lingling. “China Expects 2019 Economic Growth of 6% to 6.5%.” The Wall Street Journal, 4 Mar. 2019, www.wsj.com/articles/china-expects-2019-economic-growthof-6-to-6-5-11551748675; Kennedy, Simon. “China Will Overtake the U.S. in Less Than 15 Years, HSBC Says.” Bloomberg, 25 Sept. 2018, https://www.bloomberg.com/news/
articles/2018-09-25/hsbc-sees-china-economy-set-to-pass-u-s-as-number-one-by-2030
2
Kratz, Agatha, et al. “New Data on the ‘Debt Trap’ Question.” Rhodium Group, 29 Apr. 2019, rhg.com/research/new-data-on-the-debt-trap-question/.
1
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• China’s manipulation of the information and political environment in countries around the world, which
the National Endowment for Democracy has termed “sharp power,” is critical to the CCP’s ability to
ensure a positive “China story” and protect its growing investments in developing countries.3
»» The studies in this report demonstrate that China is most likely to aggressively employ “sharp power”
tools in countries that demonstrate resilience to its economic-influence tactics. This resilience can
range from removing corrupt, China-friendly leaders from power to exposing China’s opaque dealmaking in the media. The CCP increasingly seeks to head off criticism of Chinese investments and
capture of a country’s elites, thereby preventing its negative influence from becoming an election
issue as it has in many countries, including Malaysia, Sri Lanka and Zambia.
• The CCP has a large and growing set of tools it uses to advance its narrative. These include pervasive
official propaganda, funding of research and academic institutions, and use of seemingly innocuous
cultural and other “soft power” institutions to cultivate foreign partners and squelch anti-China narratives.
»» China’s growing investment in cash-strapped media companies throughout the developing world
presents another opportunity. In Zambia, the state broadcaster has established a joint venture with
a Chinese company, StarTimes, to modernize the country’s broadcasting system. StarTimes owns
a majority stake, leading to concerns about China’s potential sway over the national broadcasting
service’s content.
»» The CCP also utilizes Chinese diaspora voices and political influence as tools to serve its interests in
many countries, including through control over diaspora media and by compelling Chinese students
and businesses to act as political agents.
• In certain weak democracies, an illiberal regime’s control over information and close ties with China
reduces the need for the CCP to expend effort shaping the information space. In Cambodia, for example,
Prime Minister Hun Sen has been able to ensure that the information environment remains friendly to
Chinese interests and generally conducive to a continued extension of CCP influence. Similarly, China has
not needed to expend effort to ensure positive coverage of its growing ties with Serbia by the Serbian
media, which is largely controlled by a China-friendly government.

Risks of CCP Influence for Developing Democracies

In many countries, CCP influence is undermining governance, prosperity and open discourse, encouraging
democratic backsliding.4
• Chinese loans, untied to democracy and governance requirements, bolster the fortunes of illiberal actors
eager to take credit for delivering Chinese investment — no matter the long-term costs of deals signed
behind closed doors. Such actors often direct Chinese investment in their country toward politically
valuable regions and constituencies, further exacerbating inequality and threats to democratic processes.
»» In Pakistan, for example, corruption and political calculations have produced drastic disparities in
Chinese investment across provinces, heightening challenges to the country’s federalist system. The
“capture” of elites, through corruption and perversion of sources of information, also leaves leaders
less accountable to their publics.

Walker, Christopher, and Jennifer Ludwig. “The Meaning of Sharp Power.” Foreign Affairs, 16 Nov. 2017, www.foreignaffairs.com/articles/china/2017-11-16/meaning-sharp-power;
“President Xi Urges New Media Outlet to ‘Tell China Stories Well,’” CCTV.com English, 31 Dec. 2016, english.cctv.com/2016/12/31/ARTIdbvXHYpQnQ35nWBGttZg161231.shtml.
4
Freedom on the Net 2018: The Rise of Digital Authoritarianism. Freedom House, 2018, freedomhouse.org/report/freedom-net/freedom-net-2018/rise-digital-authoritarianism#fotn18section-china-remakes-the-world-in-its-techno-dystopian-image.
3
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»» Although governance standards in Cambodia have always been poor, the ready availability of Chinese
money has reduced the outside incentive for Hun Sen’s government to improve these standards or
make itself more accountable to the Cambodian public. Taken together, these activities give credence
to authoritarian actors’ claims that they can deliver economic development, security and stability.
• Beijing’s support for illiberal actors, the presentation of its model as a superior catalyst of industrial
development, and its export of authoritarian tools and practices have the undeniable effect of eroding
democratic norms in many countries. The CCP conducts large-scale trainings for foreign officials about its
governance and development model. China also provides training for countries like Cambodia looking
to copy its repressive cybersecurity policies.
»» Islamabad views Beijing’s “Great Firewall” efforts to censor and regulate the internet as a model
for improving its efforts at suppressing free speech. Additionally, the CCP is offering sophisticated
surveillance and monitoring technology to an expanding number of countries. Sri Lanka has
reportedly now turned to China to obtain mass online surveillance systems, receiving in May 2019 a
commitment for more than $28 million in software and surveillance equipment, as well as Chinese
technical assistance.5
»» At the international level, China is using its growing influence in global governance and in multilateral
forums to secure the endorsement of its infrastructure financing practices, weaken human rights
protections and shape new, antidemocratic norms regarding issues such as cybersecurity and internet
freedom.
• Beijing has also demonstrated a remarkable ability to maintain and extend its influence in a country
even after a friendly illiberal regime loses power, often to an opponent critical of its predecessor’s close
ties to China. This reflects the CCP’s ability to cultivate a broad cross section of elites in many countries
and to establish a state’s enduring dependence on China for continued financing.
»» For example, China was able to protect and advance its significant interests in Sri Lanka despite the
electoral defeat in 2015 of China-friendly incumbent Mahinda Rajapaksa by a candidate who had
run on a platform criticizing Rajapaksa’s deals with China. Despite its skepticism toward Chinese
investment, Sri Lanka’s new government ultimately determined the country had little choice but to
seek further credit from China to finance its debts and complete major infrastructure projects.6

The Roots of Resilience

While China’s aggressive influence efforts in developed countries like Australia demonstrate the CCP’s
ambitious global reach, developing countries with shallow democratic roots are especially vulnerable. The
studies in this report demonstrate that both China’s means of influence and their effects depend on the
context in the individual country in which Chinese entities are operating. Understanding the nature of CCP
influence in a certain environment is therefore critical to gauging the threat to a country and how it can
best be mitigated.
• Chinese officials and companies take a more aggressive negotiating stance in countries where
governance, transparency and the rule of law are weak. Chinese financing and SOE practices are less

Fernando, Santhush. “China-styled Mass Online Surveillance.” The Morning, 19 May 2019, http://www.themorning.lk/china-styled-mass-online-surveillance/.
Aneez, Shihar, and Ranga Sirilal. “Sri Lanka to Allow Chinese Port City Project after Delay.” Reuters, 12 Jan. 2016, www.reuters.com/article/sri-lanka-china-portcityidUSL3N14W42G20160112; Chowdhury, Debasish Roy. “Let Bygones Be Bygones, Colombo Urges Beijing, as Chinese Loans Take Their Toll.” South China Morning Post, 18 Oct. 2015,
www.scmp.com/business/global-economy/article/1869177/let-bygones-be-bygones-sri-lanka-urges-china; Aneez, Shihar. “Sri Lanka to Receive $1 Billion Bank of China Loan This Quarter.”
Reuters, 17 Jan. 2019, www.reuters.com/article/us-sri-lanka-economy-bank-of-china-exclu/exclusive-sri-lanka-to-receive-1-billion-bank-of-china-loan-this-quarter-idUSKCN1PB1DD.
5
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consistent with accepted international standards in countries with looser regulation practices, public
procurement rules and labor regulations.
»» However, there is evidence that China moderates its influence efforts in the face of pushback by
recipient governments. In Myanmar, where Chinese loans account for approximately 40 percent
of the country’s total government debt, the country has induced China to renegotiate terms for
development of a deep-sea port to significantly reduce the potential debt burden.7 Myanmar has
also reportedly drafted plans to mitigate the risks of BRI-related investments, including by insisting
that projects be selected through a public tender process.8
• Indo-Pacific countries are the most likely to have experienced high levels of CCP influence across the
economic and information domains, largely due to their geographic location. Given this experience and
the resulting knowledge of CCP influence practices, the region is also home to the few countries that have
successfully pushed back on China.
»» In contrast, regions such as Latin America or Eastern Europe may have experienced a lesser degree of
Chinese influence but also have minimal knowledge about China and its policies, creating a vacuum
the CCP can exploit. In the case of Ecuador, China’s economic deals with the corrupt regime of former
President Rafael Correa caused significant damage to the country’s institutions and economy. Greater
awareness of China’s approach to investment and CCP influence efforts in think tanks, universities,
nongovernmental organizations and media is critical where impartial expertise on China and the
nature of the CCP is lacking.
• The potential malign effects of CCP influence are mitigated in countries with both the knowledge and
tools to counter this phenomenon and protect their institutions. In the Australian case and every other
instance of successful resilience, the capacity of independent media, civil society, political parties and
private enterprise to force greater transparency has mitigated the effects of CCP influence.
»» A vigorous independent media and vibrant civil society, particularly in Australia’s ethnic Chinese
diaspora community, helped to expose CCP influence efforts. Canberra then mounted an effective
response, relying on an accountable and transparent government and an independent judicial system.
• Democratic institutions are critical to recipient countries’ ability to monitor and evaluate Chinese project
implementation and promote the rule of law, particularly in countries with leaders happy to conclude
deals behind closed doors. The availability of accurate information permits broad public debate about
how to engage China, giving citizens the power to keep their leaders accountable and protect their own
country’s interests.

Linter, Bertil and Chiang Mai. “Poor and Isolated, Myanmar Backs into a China Debt,” Asia Times, 31 Jan. 2019, www.asiatimes.com/2019/01/article/poor-and-isolated-myanmar-backsinto-a-china-debt-trap/; “Myanmar Scales Back Chinese-Backed Port Project over Debt Fears.” Reuters, 2 Aug. 2018, www.theguardian.com/world/2018/aug/02/myanmar-scales-backchinese-backed-port-project-over-debt-fears.
8
Lwin, Nan. “Deft Diplomacy Required as China, Japan, Courts Myanmar.” The Irrawaddy, 19 Dec. 2018, www.irrawaddy.com/news/analysis-deft-diplomacy-required-china-japan-courtmyanmar.html.
7
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RECOMMENDATIONS
• The CCP’s aggressive influence campaign undermines vital strategic interests for the United States and
its democratic partners, and is unlikely to retreat unless it begins to yield negative consequences. It is vital
that the U.S. and its partners combat this threat by shoring up the resilience of the countries that China
has targeted.
• In countries where China has made significant inroads, the persistence of strong institutions – for example,
a robust independent media – can provide a bulwark against further expansion of Chinese interference,
and may even contribute to its retreat.
• The U.S. and its partners should raise awareness of CCP influence tactics within private enterprise,
academia, and government, and bolster the capacity of civil society, political parties, and independent
media to expose and counter such tactics.
Considering the potential for a particularly detrimental impact from CCP investment practices in
economically disadvantaged countries, the U.S. and its democratic partners should lead a united effort to
offer alternatives to Chinese investment and financing, as well as technical assistance on negotiations.

9
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CAMBODIA
Cambodia sits squarely in China’s widening orbit and demonstrates the extent of dependence and
democratic decline that can result from pervasive Chinese Communist Party (CCP) influence. For the past
two decades, Beijing has developed affectionate ties with the country’s ruling Cambodian People’s Party
(CPP) and its paramount leader, Prime Minister Hun Sen, who has ruled the country under various guises
since 1985.
This relationship has been based on the convergence of strategic interests between the two governments.
China has offered Cambodia’s government much-needed investment and financing without the types of
preconditions of reforms usually demanded from Western institutions. This has given the regime an escape
valve from Western pressures relating to democracy and human rights concerns. In exchange, Cambodia
has supported China’s core interests in the region, including Beijing’s aggressive claims in the South China
Sea. In fact, during his 2016 visit to Cambodia, Chinese President Xi Jinping described the Sino-Cambodian
friendship as “ironclad.”9

China’s Economic Influence

China has achieved nearly pervasive economic influence in Cambodia. These activities range from large
infrastructure projects undertaken as part of the Belt and Road Initiative (BRI) to personal connections
between Chinese business leaders and prominent Cambodian tycoons and government officials, including
Hun Sen.
Chinese companies are represented in every sector of Cambodia’s economy — from real estate, agriculture
and manufacturing to tourism, mining and hydropower.
China was the country’s largest foreign investor for five straight years from 2013 to 2017. In 2017, Cambodia
attracted fixed-asset investment of $1.4 billion from China, accounting for 27 percent of total foreign
direct investment (FDI).10 Much of this engagement has since been subsumed under the BRI, in which the
Cambodian government has been an enthusiastic participant. Hun Sen has said he was “amazed by the
initiative,” praised Xi’s “wisdom,” and declared that the BRI gave “hope for countries that need capital.”11
The Cambodian government’s ability to quickly obtain Chinese financing for large-scale infrastructure
projects contrasts with the slower oversight processes and good governance conditionalities of its
traditional donors. One example is the controversial 400-megawatt Lower Sesan II dam, the country’s
largest hydroelectricity project, which a Chinese state-owned enterprise (SOE) pushed through despite
complaints from environmentalists and protests from thousands of villagers displaced by the project. The
dam became operational in December 2018.12 China has also proposed developing 2,230 kilometers of

Thul, Prak Chan. “Chinese President Xi Jinping Visits Loyal Friend Cambodia.” Reuters, 13 Oct. 2016, www.reuters.com/article/us-china-cambodia/chinese-president-xi-jinping-visitsloyal-friend-cambodia-idUSKCN12D0NV.
10
Heng, Pheakdey. “Are China’s Gifts a Blessing or a Curse for Cambodia?” East Asia Forum, 29 Aug. 2018, www.eastasiaforum.org/2018/08/29/are-chinas-gifts-a-blessing-or-a-curse-forcambodia/.
11
“Belt and Road Initiative Gives Hope to Developing Countries in Infrastructure Development: Cambodian PM.” Xinhua, 11 May 2017, www.xinhuanet.com/english/201705/11/c_136274730.htm.
12
Treng, Stung. “Cambodia Hails Opening of Country’s Largest Dam Despite Opposition.” Agence France-Press, 18 Dec. 2018, www.france24.com/en/20181217-cambodia-hails-openingcountrys-largest-dam-despite-opposition. The $800 million Lower Sesan II dam is a joint-venture investment with China’s Hydrolancang International Energy Co Ltd, which holds 51
percent of its shares, with the remainder held by the Cambodian Royal Group conglomerate (39 percent) and Vietnam Electricity (10 percent).
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Cambodia

A Chinese construction project in Sihanoukville, Cambodia.

China has achieved
nearly pervasive
economic influence
in Cambodia.

national expressways by 2040, at a reported cost of $26 billion.13 The
first of these is already underway: an expansion of National Road 4 from
Phnom Penh to Sihanoukville, the home of Cambodia’s only deep-water
port, which has recently been transformed into a Chinese tourism hub
dominated by dozens of unregulated casinos.14

Despite the large influx of Chinese yuan, BRI loans have not yet placed
an undue financial burden on the Cambodian government. By the end
of 2016, Cambodia’s total public debt stood at around $6.5 billion,
nearly half of which was held by China.15 For now, the total represents
just 32 percent of the country’s gross domestic product of $20 billion, a relatively sustainable debt load.16
However, if Cambodia continues borrowing at the current rate, the country’s debt load could become
burdensome in the near future, especially in the event of a recession or some other external shock.17

Chheang, Vannarith. “Cambodia Embraces China’s Belt and Road Initiative.” Singapore, Institute of Southeast Asian Studies, ISEAS Perspective, 6 Jul. 2017, p. 6, www.iseas.edu.sg/
images/pdf/ISEAS_Perspective_2017_48.pdf.
14
Murdoch, Lindsay, and Kate Geraghty. “The Next Macau? China’s Big Gamble in Cambodia.” Sydney Morning Herald, 20 Jun. 2018, www.smh.com.au/world/asia/the-next-macauchina-s-big-gamble-in-cambodia-20180615-p4zlqg.html; Ellis-Petersen, Hannah. “‘No Cambodia Left’: How Chinese Money Is Changing Sihanoukville.” The Guardian, 31 Jul. 2018, www.
theguardian.com/cities/2018/jul/31/no-cambodia-left-chinese-money-changing-sihanoukville; “Cambodia’s Bid to Be ‘New Macau’ Stirs Old Wounds as Chinese Cash In.” Agence FrancePresse, 27 Jan. 2019, www.straitstimes.com/asia/se-asia/cambodias-bid-to-be-new-macau-stirs-old-wounds-as-chinese-cash-in.
15
Hurley, John, et al. “Examining the Debt Implications of the Belt and Road Initiative from a Policy Perspective.” Washington, D.C., Center for Global Development, Mar. 2018, p. 28,
www.cgdev.org/sites/default/files/examining-debt-implications-belt-and-road-initiative-policy-perspective.pdf.
16
Hurley, et al. “Examining the Debt Implications of the Belt and Road Initiative from a Policy Perspective.” p. 12.
17
Spiess, Robin. “Belt and Road Could Bring Risks for Cambodia Debt.” Phnom Penh Post, 27 Mar. 2018, www.phnompenhpost.com/business/belt-and-road-could-bring-risks-cambodiadebt.
13
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Sihanoukville Port in Cambodia, an area flooded by Chinese investment.

China’s rising economic presence in Cambodia has had clear negative impacts on the country’s
development trajectory. Although governance practices in Cambodia have always been poor, the ready
availability of Chinese money has reduced the external incentives for Hun Sen’s government to improve
these standards or make itself more accountable to the Cambodian public. Transparency International’s
Corruption Perceptions Index for 2018 ranked Cambodia the most corrupt nation in Southeast Asia, and it
came in 161st out of the 180 ranked countries in terms of popular perceptions of corruption.18
The heads of Chinese firms — many of whom have close links to the Chinese government — frequently work
through the CPP’s corrupt networks to forge alliances at the highest levels of the Cambodian government. A
prime example is Fu Xianting, also known as Big Brother Fu, a former People’s Liberation Army (PLA) officer
whose business interests have been helped by his “family-like” relationship with Hun Sen and key members
of his inner circle.19 In 2009, Hun Sen helped Fu and his company win a 99-year lease for a 3,300-hectare
concession to build a $5-billion resort on Cambodia’s coast. The government granted the concession after
Fu’s company made a series of donations to Hun Sen’s bodyguard unit, a 3,000-strong private army.20
The intertwining of private Chinese companies with the state and ruling party, and the willingness of
these companies to work through the party’s illicit economic networks, have been important factors in the
expansion of Chinese influence.
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Other Forms of Chinese Influence

Current Cambodian policy is so accommodating to China that the CCP has found it unnecessary to resort
to coercive influence tactics to advance its interests. Hun Sen has ensured that the Cambodian information
environment remains friendly to Chinese interests and conducive to the continued extension of CCP
influence in Cambodia. Cambodia hosts just one Confucius Institute, at the Royal Academy of Cambodia
in Phnom Penh.21 Official Chinese media reported in 2016 that the institute plays “a big role in promoting
China’s Belt and Road Initiative in the kingdom.”22
China has offered considerable technical support to the Cambodian information-technology,
telecommunications, education and media sectors. This has increased China’s potential to shape the
Cambodian information environment, while bolstering the Hun Sen regime’s control over the population.23
In April 2017, Cambodia and China signed an agreement initiating regular media exchanges, under which
Cambodian journalists and Ministry of Information officials would be offered technical training in China and
gain special access to Chinese officials.24 Chinese media support is helping to entrench a model of media
engagement in which Cambodian outlets are openly supportive of government positions — a dynamic that
a Reporters Without Borders representative has described as “journalism with Chinese characteristics.”25
Chinese firms have also directly invested in state-run Cambodian media.26
China has also given Hun Sen’s regime the security and surveillance tools needed to bolster its hold on
power. China’s Ministry of Public Security (MPS) has donated $3 million in closed-circuit-television (CCTV)
cameras to the Phnom Penh municipal government, facilitating the CPP’s increased control of Cambodia’s
main urban center.27 In May 2018, Cambodian Interior Minister Sar Kheng and China’s Minister of Public
Security Zhao Kezhi signed a memorandum of understanding on “fighting terrorism and cybercrimes,”
including a donation of body armor, riot shields, repeater systems and walkie-talkies.28

Cambodia’s Response

China’s influence and support have given Hun Sen the ability to undermine the democratic institutions that
might challenge his policies or the growing influence of China in Cambodia. Hun Sen has rolled back the
country’s partial media freedoms and quashed the independent outlets most critical of his government.29
The value of Chinese support was on display in the run-up to national elections held in July 2018, when
the CPP launched a severe crackdown on its opponents, shuttering critical media outlets and arresting
opposition politicians and human rights defenders. In September 2017, opposition leader Kem Sokha
was arrested and charged with treason. Facing little effective opposition, the CPP won all 125 seats in the
Cambodian National Assembly. When Western nations suspended support for Cambodia’s 2018 elections
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following Kem Sokha’s arrest, China voiced its full support for the electoral process, donating laptops,
computers, voting booths and other items to the Cambodian National Election Committee, and sent an
observer mission to “monitor” proceedings on Election Day.30
The support of the Hun Sen regime has also raised the potential for Chinese control over strategically
important assets throughout the country. The most significant asset is a massive economic land concession in
Koh Kong province on Cambodia’s southern coast. Granted to the Tianjin-based Union Development Group
(UDG) in 2008 for the development of an industrial and commercial tourism project, the 36,000-hectare
concession includes 20 percent of Cambodia’s coast.31 UDG’s Dara Sakor resort includes plans for an
international airport, hospitals, international schools, five-star hotels and — most controversially — a deepwater port large enough to potentially handle cruise ships, bulk carriers or naval vessels.
The lack of strong and independent democratic institutions in Cambodia has created a permissive
environment for pervasive CCP influence and left democratic stakeholders with limited means to remedy
resulting dependence on China. Support for Cambodian civil society, independent media and other
stakeholders will be critical to supporting a restoration of Cambodia’s democracy and independence.

30
31
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PAKISTAN
Pakistan and China have enjoyed an “all-weather friendship” for many decades, with mutual strategic
interests underpinning bilateral cooperation across a range of areas.32 It is therefore not surprising that
Pakistan has welcomed growing Chinese economic investment to help its faltering economy.33
China has been eager to extend both its economic and strategic reach in Pakistan, which plays a key role in
the Belt and Road Initiative (BRI) and China’s growing naval ambitions in the Indian Ocean. This influence
campaign has exacerbated Pakistan’s economic difficulties, as well as its struggles against corruption and
a patronage-based economic system. However, efforts by Pakistani civic actors, and a wider and betterinformed public debate, could help mitigate dependence on Beijing.

Chinese Economic Influence

China exerts outsized economic influence in Pakistan, institutionalized through the China-Pakistan Economic
Corridor (CPEC), often called the “flagship” project of the BRI.34 Conceived in 2013 and launched in 2015,
CPEC is designed to anchor bilateral economic cooperation on a 2,700-kilometer (km) path starting in the
port of Gwadar (on the Arabian Sea) and ending in Kashgar in western China. Comprising loans, investments
and grants, China’s assistance package was advertised as potentially reaching more than $60 billion.35 Its first
phase included road and highway infrastructure, power plants, special economic zones and development
of the strategically located Gwadar port, which has exacerbated political instability in turbulent Balochistan
province.36 A second phase is to involve Pakistan’s agricultural sector.37
Starved for external capital that had not materialized from other sources, Pakistan was willing to make
major concessions and offer highly lucrative terms as part of CPEC. Facing frequent blackouts and power
shortages estimated to have cut Pakistan’s gross domestic product (GDP) by as much as 2 percent, the
government offered China special tariff rates and a guaranteed return on equity to Chinese investors.38
These terms caused Pakistan’s energy providers to fall into deeper debt — forcing the government to make
up for the shortfall and further exacerbating Islamabad’s fiscal position.39
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Chinese loans also offered Pakistani leaders an alternative to International Monetary Fund (IMF) and
Western bailout packages conditioned on fundamental reforms to reverse the country’s ballooning fiscal
and current-accounts deficits. This access to readily available Chinese capital has reduced the urgency of
economic and governance reforms.
Opacity has been a hallmark of CPEC agreements, with details only exposed as a result of Pakistan’s robust
culture of investigative journalism. The Pakistani government only publicized the CPEC Long Term Plan
in December 2017, after the Dawn newspaper published a leaked version.40 Islamabad sought an IMF
bailout in late 2018 to address unsustainable current-account and fiscal deficits, with Pakistan’s repayment
obligations to China a key focus in the negotiations. In December 2018, the Express Tribune paper published
a report, based on Planning Commission documents, outlining Pakistan’s repayment obligations to China of
close to $40 billion over 20 years.41
Pakistan’s embrace of CPEC has also expanded opportunities for corruption and rent seeking by ruling
elites, who have used CPEC as a grab bag for pet projects and personal enrichment. For example, former
Prime Minister Nawaz Sharif’s administration reneged on pledges that CPEC projects would be distributed
evenly across Pakistan; they were instead directed to politically powerful Punjab province.42 The terms of
projects completed under the CPEC have also prompted concerns that Chinese state-owned enterprises
will benefit most from the agreement. CPEC reportedly obliges Pakistan to import Chinese machinery —
which already accounts for 46 percent of Pakistani imports from China — which may further exacerbate the
country’s current-account deficit.43
China has also gained significant influence as a result of the 2006 China-Pakistan free-trade agreement,
widely viewed as disproportionately benefitting China. Pakistan’s trade deficit with China reportedly grew
from around $4 billion in 2012 to more than $12 billion in 2016, accounting for roughly half of Pakistan’s
overall trade deficit.44 Chinese goods have flooded Pakistan markets, provoking resentment among local
producers and the larger business community.45

Other Forms of Chinese Influence

China holds significant sway over the Pakistani political elite and public sentiment, primarily because China
is seen as a more reliable ally than the United States or other Western countries. The affinity between the
two governments is also bolstered by their common approaches to sovereignty and government control
over information.
In recent years, there has been a notable crackdown on free speech and civic activity in Pakistan,
characterized by increased harassment of media and activists. In this context, Beijing has found a welcome
recipient of Chinese information-technology infrastructure and CCP propaganda content in Islamabad.

“4th Review of the China Pakistan Free Trade Agreement (CPFTA) & Recommendations for Phase II Negotiations.” Pakistan Business Council, 2018, cited in Fazli. Unpublished paper on
Pakistan-China relations.
41
“Pakistan to Pay China $40b on $26.5b CPEC Investments in 20 Years.” Express Tribune, 26 Dec. 2018. Cited in Fazli. Unpublished paper on Pakistan-China relations.
42
Fazli. Unpublished paper on Pakistan-China relations.
43
Fazli. Unpublished paper on Pakistan-China relations. Also see “Preliminary Study on Pakistan and China Trade Partnership Post FTA.” The Pakistan Business Council, 21 Oct. 2013,
www.pbc.org.pk/research/preliminary-study-on-pakistan-and-china-trade-partnership-post-fta/; “4th Review of the China Pakistan Free Trade Agreement (CPFTA) & Recommendations for
Phase II Negotiations.” The Pakistan Business Council, 2018, www.pbc.org.pk/research/4th-review-of-the-china-pakistan-free-trade-agreement-cpfta-and-recommendations-for-phase-iinegotiations/.
44
Fazli. Unpublished paper on Pakistan-China relations.
45
See “Preliminary Study on Pakistan and China Trade Partnership Post FTA.” and “4th Review of the China Pakistan Free Trade Agreement (CPFTA) & Recommendations for Phase II
Negotiations.” Cited in Fazli. Unpublished paper on Pakistan-China relations.
40

CHINESE MALIGN INFLUENCE AND THE CORROSION OF DEMOCRACY

19

Positive images of China and CPEC feature regularly in Pakistani media.46 In December 2018, a partner of
China’s state-run China Economic Daily arranged a five-day visit to Beijing and Shenzhen for the Council
of Pakistan Newspaper Editors (CPNE), during which the hosts and participants agreed to highlight the
benefits of CPEC for both countries.47 Pakistan’s most prominent media companies, while independent
and often critical of state policy, depend on government and corporate advertising that can influence their
coverage.
Pakistan’s business and policy communities have raised concerns
about unfair advantages for Chinese enterprises in special
economic zones, unaffordable debt and returns on investment, and
inadequate planning to enable Pakistan to reap CPEC’s benefits. Yet
such criticism is “either muted or, in many instances, forcibly
suppressed.”48 China has remained vigilant against criticism, calling
on the Pakistani public to resist “anti-CPEC propaganda.”49

Ruling elites have
used CPEC as a
grab bag for pet
projects and personal
enrichment.

Islamabad views Beijing’s “great firewall” efforts to censor and
regulate the internet as a model for improving its efforts at
suppressing free speech.50 Not surprisingly, the CPEC Long
Term Plan features an “information network infrastructure,” which
allegedly includes plans for transmitting Chinese content through Pakistan’s Digital Television Terrestrial
Multimedia Broadcasting.51 Pakistan launched a $44-million, 820-km fiber-optic cable from China’s Kunjerab
Pass to Rawalpindi, Pakistan, in 2018, part of plans to bring internet traffic into Pakistan without relying on
existing infrastructure that passes through India.52

Pakistan’s Response to Chinese Influence

Despite the change in government with Imran Khan’s election in 2018, Pakistan continues to face daunting
economic challenges, including macroeconomic instability, a fiscal crisis, high levels of debt and a currentaccount deficit.
Although Khan criticized the Nawaz Sharif administration’s preference for large and opaque CPEC contracts
that encouraged corruption, the Khan administration has had a difficult time changing course.53 Abdul Razak
Dawood, the cabinet member overseeing commerce and industry, acknowledged last year that concessions
to Chinese companies disadvantaged Pakistani competitors, and suggested putting CPEC “on hold for a
year so we can get our act together.”54 The commerce ministry quickly denied that the government was
reconsidering aspects of CPEC, while the Chinese embassy underscored bilateral commitment to CPEC.55 In
order to proceed, Pakistan was reportedly required to assure China that CPEC plans remain fundamentally
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unchanged as a precondition for receiving further Chinese aid, which came in the form of a fresh $2.1-billion
emergency loan.56
The Khan administration has solicited financing and loans from governments other than China, potentially
mitigating Chinese influence by broadening of Pakistan’s external sources of credit. The solicitation of
emergency loans from Saudi Arabia and the United Arab Emirates helped to stave off Pakistan’s balance-ofpayments crisis, giving the country enough time to negotiate a bailout with the IMF in May 2019.57
There is potential for popular pressure to induce the government to modify its approach to China. Pakistanis
have expressed concerns that their government’s adoption of Chinese-built fiber-optic internet backbone
could undermine free speech across social media platforms — one of the last vestiges of free expression in
Pakistan amid a crackdown on mainstream press in recent years.58 Additionally, frustration with the terms of
Chinese deals has already prompted demands for change. The Balochistan Assembly passed a unanimous
resolution urging the federal government to address the “injudicious distribution of projects and funds
under CPEC.”59 Perceptions of CPEC’s exploitation of Balochistan’s resources, including Gwadar Port and
major mines near the Iran border, have even risen to the level of violence, as seen in the November 2018
attack on the Chinese consulate in Karachi by the separatist Baloch Liberation Army (BLA).60 Popular anger
toward Chinese (and Pakistani) elites erupted in a May 2019 BLA attack on Gwadar’s only luxury hotel, often
frequented by high-profile Chinese visitors.61
China has been mostly successful in extending both its economic and strategic influence in Pakistan, a
flagship of its broader BRI. Chinese projects have exacerbated Pakistan’s economic and financial difficulties
and deepened the country’s dependence on China, all while advancing China’s strategic goals in the Indian
Ocean. Broader public debate on CPEC priorities is critical to exposing the opaque deals that have allowed
rent seeking and corruption to fester in Pakistan. Such debate should involve economists, chambers of
commerce, the Pakistan Business Council, trade associations and other business-community stakeholders. It
should also include extensive consultation with local communities about the potential costs and benefits of
major development projects, which should be reflected in future agreements with China.
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SRI LANKA
China’s growing influence in Sri Lanka can be traced back to the government of former two-time President
Mahinda Rajapaksa and predates China’s Belt and Road Initiative (BRI). China assisted the Sri Lankan
government financially, diplomatically and militarily during the final stages of its 26-year campaign against
the separatist Tamil Tigers, which ended with the government’s victory in 2009. China’s support for the
Rajapaksa administration continued in the postwar years (when the Sri Lankan government was accused of
human rights violations), and set the stage for Sri Lanka’s current dependence on China.62
Both governments touted the package of economic investments offered to Sri Lanka at the time as mutually
beneficial. In 2010, Sri Lanka’s state-owned Sunday Observer described Sri Lanka-China relations as a
“silky relationship” taken to “an unparalleled height.”63 The general public tends to view it as a strategic,
cooperative partnership despite many outside observers viewing China’s economic influence in Sri Lanka
as the signal example of the dangers of the BRI. Despite occasional setbacks, the Chinese Communist Party
(CCP) has managed to protect and deepen its influence in Sri Lanka over the last decade.

China’s Economic Influence

China’s significant investments during the Rajapaksa administration comprised projects personally favored
by Rajapaksa, including an airport and port projects of dubious value in his hometown, and ambitious longterm projects such as the development of Colombo Port City. China’s $1.4 billion investment in the Colombo
Port City project involved reclaiming land from the sea to create a 2.6-square-kilometer extension to the city
of Colombo for new infrastructure development and a financial district.64 The costs for the project, slated to
be completed in 2041, could reach $15 billion.65
Over time, China established a portfolio of investments in large-scale infrastructure projects financed by
long-term loans.66 Some of these Chinese loans came with high interest rates and added to Sri Lanka’s
already large debt repayments to international banks and other foreign lenders.
The Rajapaksa years were associated with high-level corruption, nepotism, and a lack of government
transparency and accountability — facilitated by the deepening relationship with China. The CCP reportedly
went to great lengths to try ensuring that Rajapaksa won the 2015 presidential election, including providing
at least $7.6 million in support to his campaign.67 Despite these efforts, Rajapaksa was voted out and replaced
by a new government headed by President Maithripala Sirisena and Prime Minister Ranil Wickremesinghe,
elected on a platform of ending corruption and scrutinizing Chinese-backed development projects.
However, the change in government did not spell the end of Sri Lanka’s dependence on China. The new
government found itself saddled with foreign debt that had exploded from 36 percent of the gross domestic
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product (GDP) in 2010 to 94 percent by the end of 2015.68 Then-Finance Minister Ravi Karunanayake pointed
to China’s loans to Sri Lanka as “a big part of our problem.”69 Ultimately, the new government determined
that it had little choice but to return to China — responsible for the funding and construction of nearly 70
percent of Sri Lanka’s ongoing infrastructure projects — for fresh loans.70 Given previous allegations that
Chinese corporate funds were employed to influence the Sri Lankan leadership, there is also speculation
that China has used graft to cultivate ties with elites in the new government.

Many outside
observers view
China’s economic
influence in Sri
Lanka as the signal
example of the
dangers of the BRI.

Sri Lanka’s acceptance of Chinese financing over the past decade has
cemented a long-term dependence, most dramatically represented
by Sri Lanka granting a Chinese state-owned enterprise an 85-percent
controlling share in the strategically located Hambantota Port on a
99-year lease, after the Sri Lankan government failed to meet debt
repayments. A Chinese state-owned enterprise engaged in the
Colombo Port City project — China Harbor Engineering Company — will
receive 1.16 square kilometers of the Colombo Port City land, also on a
99-year lease.719
Sri Lanka has become increasingly reliant on China to complete major
infrastructure projects and to keep up with payments. In early 2019, it
was announced that Sri Lanka would receive a fresh loan of $1 billion
from China to help meet repayments.72 As of April 2019, Sri Lanka’s total
foreign debt was estimated at $55 billion — around 77 percent of the
country’s GDP. China is believed to be Sri Lanka’s largest single lender,
accounting for around 10 to 14 percent of overall foreign debt.73

China’s Influence in the Information Space

The CCP has been able to rely on its tight relationships with Sri Lankan elites, along with relatively limited
public knowledge of the details of infrastructure-financing deals, to create a generally positive view of
China’s engagement. However, with foreign media attention on the “debt trap” narrative around the
Hambantota Port deal damaging the BRI brand globally, the CCP is stepping up efforts to shape information
about China and its engagement with Sri Lanka.
The CCP funds numerous scholarships, seminars and exchange programs for Sri Lankan students from
various fields, facilitates people-to-people exchanges and has established Confucius Institutes promoting
Chinese culture in Sri Lanka. The CCP sponsors media tours of China for Sri Lankan journalists, including
meetings with top government officials. In exchange, according to Sri Lankan journalists, China expects
positive coverage in local media.74
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China is also increasing efforts to shape perceptions through ties with
and funding for think tanks and research organizations.75 Sri Lankan
think tanks are becoming increasingly important in policy debates
but remain underfunded, leaving them vulnerable to CCP efforts
to encourage studies with positive conclusions about the impact of
Chinese investment deals.
Following the April 2019 Easter Sunday terrorist attacks that killed
more than 250 people, Sri Lanka has reportedly turned to China to
obtain mass online-surveillance systems, with Chinese technical teams
expected to offer their expertise in Sri Lanka. During a trip to China
in May 2019, Sirisena met with President Xi Jinping and received a
commitment of more than $28 million in software and surveillance
equipment.76
Looking to develop its information computing and telecommunications
(ICT) sector, Sri Lanka has also accepted technology-related assistance
from China, specifically from telecommunications giant Huawei,
raising potential risks of espionage and dependence on China for
future technology infrastructure. In March 2019, Huawei announced
plans to build a “Fully Connected Intelligent Sri Lanka” as part of
developing the country’s ICT ecosystem.77 Huawei is also expected
to undertake a “Smart City” initiative as part of the Colombo Port City
plan, in collaboration with the national telecommunications-services
provider.78
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The Rajapaksa years
were associated with
high-level corruption,
nepotism, and a
lack of government
transparency and
accountability —
facilitated by
the deepening
relationship with
China.

Sri Lanka’s Resilience to Chinese Influence

Within Sri Lanka, China’s influence has typically been framed in a somewhat positive light, save for some
concerns raised about corruption. Many Sri Lankan analysts tend to view China-related problems as
resulting from flaws in local governance. Foreign observers’ criticism of China’s relationship with Sri Lanka
is viewed with apprehension by both the general public and political elites. This is especially true in the
case of criticism from Western governments or media, whose views are considered either imperialist or
interfering, while China is remembered more fondly for supporting Sri Lanka when the country was isolated
internationally.79 Chinese officials also frequently remind Sri Lanka of China’s support after the civil war and
of longstanding cultural ties.
There is an overall lack of knowledge and transparency around China’s deals in the country, attributable
both to CCP obfuscation and a genuine failure on the part of both the Sri Lankan public and policymakers
to fully consider the consequences of opaque deals with corrupt leaders. Sri Lanka’s lack of both a national
ICT policy and data-protection laws makes it vulnerable to risks involved in growing engagement with China
in the ICT sector.
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The absence of an effective critique of China’s influence in Sri Lanka is also explained by shortcomings in
Sri Lanka’s media sector, where many outlets are owned by individuals or families with strong political ties
to the Sri Lankan elite. Over the years, the Sri Lankan media industry has also had to endure censorship and
attacks on journalists, which have stifled the industry’s development. In the rare cases in which journalists
undertake investigative reporting on sensitive subjects, they are met with restricted access to information.
China is also now investing in Sri Lanka’s media sector, as it has in other countries, raising the prospect
for even greater influence in the country’s information space. Therefore, a stronger and more independent
media is critical to educating the public about the risks of foreign interference to their democracy and longterm prosperity.
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SERBIA
China’s engagement with Serbia was limited before 2009, when the two countries signed a strategicpartnership agreement. The relationship transformed beginning in the mid-2010s, when Serbia began
receiving significant Chinese financing for infrastructure projects — an influx which increased significantly
through China’s Belt and Road Initiative (BRI). China’s motivations for this engagement are straightforward:
it sees the Balkans as a key door to Europe’s broader market, and Serbia lies at the geographic and strategic
heart of the region.
The Chinese Communist Party (CCP) benefits from working with an increasingly illiberal Serbian government
led by President Aleksandar Vučić, which welcomes Chinese investment as a boon to its political fortunes
and controls the media narrative about the bilateral relationship. Vučić and his Serbian Progressive Party
(SNS) increasingly control government agencies, the national security apparatus and the media, leading
Serbian politics in the direction of “soft autocracy.”80 The CCP also benefits from the fact that it, and China
generally, remains little understood in Serbia. The public maintains a mostly positive view of China, based
on Chinese investment in Serbia’s development and a lack of knowledge about the opaque terms of such
deals. The public also is largely uninformed about the CCP and how China exerts influence abroad to
advance its interests.

China’s Economic Influence

China’s economic engagement with Serbia has grown steadily in response to Serbia’s dire need for
financing and infrastructure improvement, as well as China’s drive for strategic investments in the Balkans. In
2009, Serbia signed both the strategic-partnership agreement with China and an agreement on economic
and technical cooperation focusing on infrastructure.81 The Export-Import Bank of China financed the
construction of the Pupin Bridge across the Danube River in Belgrade, the first major Chinese infrastructure
project in Serbia. The bridge, constructed by the Chinese state-owned enterprise (SOE) China Road and
Bridge Corporation (CRBC), was completed in 2014.82
The Belt and Road Initiative ushered in a major influx of Chinese financing, particularly following Chinese
President Xi Jinping’s historic visit to Serbia in June 2016. On that occasion, it was agreed that Chinese
SOE Hesteel Group would take over a steel mill based in the city of Smederevo that was previously owned
by U.S. Steel.83 In August 2018, the Chinese mining company Zijin Mining acquired a 63-percent stake in
debt-ridden RTB Bor, the only copper-mining complex in Serbia.84 RTB Bor, like the Smederevo steel mill,
is considered part of the foundation of Serbia’s industrial capacity, and both are major employers in Serbia.
Branislav Mihajlović, an opposition politician and former employee of RTB Bor, has claimed, “the entire
Serbian mining industry was sold to the Chinese for free.”85
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In September 2018, Vučić met Xi at the World Economic Forum in Beijing (their fifth meeting in as many
years) to sign commercial agreements worth $3 billion.86 These included deals for a Chinese company to
build a tire factory in Zrenjanin, Serbia, and the purchase of Chinese military drones by Serbia.87 CRBC’s
parent company, China Communications Construction Company Ltd. (CCCC), is also currently engaged to
construct another bridge over the Kolubara and Sava Rivers, financed by the Export-Import Bank of China.88

The Serbian
Interior Ministry
has contracted with
Huawei to provide
cameras and
facial recognition
software for its
“Safe City” project.

So far, Chinese government and SOE engagement with Serbia appears
in compliance with local legislation and has raised hopes of improved
local infrastructure and employment opportunities. However, the
opacity of these deals has raised concerns among representatives
of private enterprise and civil society that Chinese lending could
create unmanageable debt loads and future Chinese leverage over
the country.89 Most of the commercial contracts with Chinese entities
are not available to the public, with little opportunity for public review
and comment.90 At least in certain cases, Chinese officials insist upon a
nontransparent bidding process and the ultimate allocation of projects to
Chinese SOEs.91

In contrast to their prevailing practice in many other BRI countries,
Chinese SOEs in Serbia have not insisted on using only construction
material imported from China, probably due partly to Serbian
government conditions. For instance, the contract for the construction
of the Pupin Bridge mandated that 45 percent of the construction
material originate from Serbia.92 However, Chinese SOEs have routinely
employed predominantly Chinese machinery and workers, reducing the
projects’ benefits for local employment and the economy.93 The visa regime between Serbia and China has
been liberalized since 2017, contributing to a rapid increase in the number of Chinese tourists visiting the
country.94
The most prominent Chinese project in Serbia is the high-speed railway connecting Belgrade with
Budapest, Hungary, inked in 2013.95 However, little progress has been made on implementation, raising
questions about the project’s utility and feasibility.96 Despite this disappointing progress, the high-speed
railway has been touted as “the signature project of the 16+1 framework,” a grouping established by China
to facilitate cooperation and economic engagement between itself and Central and Eastern European
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countries, including Serbia.97 China has pledged billions in credit and
investment for the region through the 16+1 mechanism, benefitting
Serbia in particular.98
Serbian demand for infrastructure financing from China is reinforced
by delays in Serbia’s progress toward European Union (EU) accession.
The country cannot currently use EU funds such as the Instrument for
Pre-Accession Assistance (IPA), designed to provide EU “enlargement
countries” with financial and technical help, for infrastructure projects.
China also gains relative advantage because Chinese funding, unlike
that from the EU, is disbursed quickly. As one local businessman with a
history of engagement with Chinese SOEs argued, Serbia’s economic
urgency plays into China’s hands: “The EU is telling Serbia you will have
something tomorrow, but today you must starve, while the Chinese
come with the money right away.”99
China’s ability to ensure such funding correlates with Serbian political
cycles offers opportunities for corruption and enhances China’s
influence with elites. Serbian politicians able to secure Chinese
financing around election time can promote themselves to their
constituents as enablers of Chinese capital inflows. Many of those
same politicians and elites find the lack of transparency in Chinese
funding appealing as it creates rent-seeking opportunities.100
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“The EU is telling
Serbia you will
have something
tomorrow, but today
you must starve,
while the Chinese
come with the
money right away.”
—Serbian businessman
interviewed for report

China’s Influence in the Information Domain

In spite of its increasing economic presence in Serbia, China thus far has not needed to aggressively pursue
influence in the country’s information domain to shape debate about its impact on Serbia. China’s activities
are perceived as largely benign by the Serbian public.
The government-led by Vučić, who has called the friendship with China as one “made of steel,” and his
SNS Party — helps to ensure this positive view of China through its control over the information and media
spheres.101 Most Serbs get their news from television, where approximately 55 percent of advertising money
in Serbia is spent. There nevertheless remains a shortage of capital for most major outlets, making almost
all of them dependent on state funding and subject to government influence. This ensures largely positive
coverage of the ruling party.102
Government-friendly media also does not report news that critically examines China’s role in the country.
The Serbian media, echoing the country’s political leadership, typically (and incorrectly) presents
Chinese financing as “gifts,” rather than loans. Consequently, China can rest assured that under the Vučić
administration relatively little critical information on Chinese activities will surface in media outlets that
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influence Serbian public opinion Those programs that do appear on Serbian media concerning China are
typically overwhelmingly positive. In 2017, the national broadcaster Radio Television of Serbia (RTS) ran
a series of Chinese government-produced television documentaries on China, including one on the Silk
Road.103

China sees the
Balkans as a door
to Europe’s broader
market, and
Serbia lies at the
geographic and
strategic heart of
the region.

The CCP has sought to further enhance this positive view by cultivating
ties with cultural and political elites (including the political opposition)
and establishing institutions that could help shape the narrative about
China in the future. China supports the Center for International Relations
and Sustainable Development (CIRSD), a think tank led by a former
Serbian foreign minister and opposition politician Vuk Jeremić, which
holds events and releases publications about the benefits of BRI and the
expanding China-Serbia relationship. CIRSD is partly funded through
CEFC China Energy, a CCP-linked conglomerate marred by corruption
scandals.104
Additionally, Serbia hosts two Chinese government-sponsored Confucius
Institutes promoting Chinese culture — and official government
viewpoints — at prominent universities in Serbia, and China is investing 45
million euros to build a cultural center on the site of the Chinese embassy
building destroyed during the NATO air campaign in 1999.105

The role of Chinese technology firms in Serbia, and their potential role in
the country’s surveillance ecosystem, presents another avenue of potential
CCP influence in the country. Chinese telecommunications giant Huawei has a cooperation contract with
Serbian telecommunications company Telekom Srbija, and the Serbian government has signed a contract
that would allow Huawei equipment to be used for traffic surveillance.106 The Serbian Interior Ministry has
contracted with Huawei to provide cameras and facial-recognition software for its “Safe City” project and
announced the planned installment of 1,000 cameras in 800 locations in Belgrade. The ministry did not,
however, explicitly cite Huawei as a supplier, possibly to avoid attention given the sensitivity surrounding
the company and its ties to the CCP.107

Serbia’s Response to Chinese Communist Party Influence and Potential for Resilience

The illiberal tilt of Serbian politics, characterized by Vučić’s growing domination of the political scene and its
institutions since 2012, has facilitated China’s integration into the Serbian economic and political landscape.
Vučić and SNS government control allows for one point of focus for Chinese SOEs’ and government
lobbying resources.108 Serbia’s “soft autocracy” provides few roadblocks to Chinese influence, with very few
institutional or societal checks on China’s influence or insistence on greater transparency in negotiations
with Serbian officials.
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The lack of Serbian expertise on China and the CCP’s means of influence, in both academic and policy
circles, ensures that public awareness of the risks of opaque Chinese investment deals and close relations
with the Serbian government remains limited. China’s influence, in turn, has facilitated Serbia’s tilt
toward soft authoritarianism by bolstering the fortunes of illiberal Serbian leaders who use the influx of
Chinese investment to promote themselves domestically as those who can deliver needed infrastructure
development.
China’s growing and opaque investments in the country and tight relationship with the current government
point toward potentially negative consequences for Serbia’s increasingly fragile democracy. The SNS-led
government appears inclined to pursue even closer ties with China. In 2017, the Serbian government
established the National Council for Coordination of Cooperation with the Russian Federation and the
People’s Republic of China, led by former Serbian President Tomislav Nikolić (2012-2017). This new
government office may represent yet another channel of potential influence for the CCP going forward.
Despite China’s growing influence in Serbia, a nascent but growing awareness of the risks of expanding,
poorly scrutinized Chinese economic engagement with the country and CCP cultivation of the ruling
government provide a foundation for resilience to China’s influence. A key test of Serbian resilience to future
CCP influence may emerge if controversy arises over one or more Chinese infrastructure projects. Given
government controls on information and the lack of unity among unions and labor advocacy groups, it
currently appears unlikely that Serbian society will be able to organize resistance in such a scenario. Greater
knowledge of China’s influence tactics and the capacity to counter them, across Serbian civil society and the
remaining independent media, are critical to better protecting this increasingly weak democracy.
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ECUADOR
Bilateral political and economic ties between Ecuador and China have grown steadily since the two countries
established diplomatic relations in 1980. Under President Rafael Correa (2007–2017), the Ecuadorian
government saw a rapid increase in Chinese economic engagement, leading to a marked uptick in China’s
influence in the country.
Ecuador’s political elites isolated their country from traditional sources of financing and trade, negotiating
agreements with Chinese companies for their personal benefit, with little regard for the interests of the
Ecuadorian people.109 As a result, Quito’s lack of supervision over Chinese-funded infrastructure projects
has caused significant economic and social harm for Ecuador.
Throughout the Correa administration, Ecuadorians protested — and sometimes violently resisted — Chinese
construction projects. Despite his status as Correa’s hand-picked successor, President Lenin Moreno is
departing from many of Correa’s policies — seeking to renegotiate many contracts that favored Chinese
companies at the expense of the Ecuadorian economy, and revitalizing Ecuador’s relations with traditional
sources of finance and trade.

China’s Economic Influence in Ecuador

The Correa administration encouraged extensive Chinese trade and investment into Ecuador, in keeping
with a state-led economic development model emphasizing reduced reliance on Western sources of
financing.110 As of 2016, Ecuador imported approximately four times more goods from China than it
exported to China, incurring a trade deficit of $2.3 billion.111
Correa’s administration increased Ecuador’s indebtedness to China while burning bridges with traditional
Western lenders such as the International Monetary Fund (IMF), by defaulting on $3.2 billion of foreign
debt.112 One consequence of increased reliance on Chinese sources of credit was the steady growth of
Chinese involvement in key areas of Ecuador’s economy, such as the petroleum and extractives sectors.113
As of 2014, 70 Chinese companies were operating in Ecuador.114 As of 2018, Ecuador owed approximately
$19 billion to Chinese creditors.115
With the exception of a $900-million, 487-megawatt power-generation facility and the dysfunctional Coca
Codo Sinclair Dam, most Chinese-funded infrastructure projects agreed to under Correa have not be
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As of 2018, Ecuador
owed approximately
$19 billion to Chinese
creditors. Throughout the
Correa administration,
Ecuadorians protested —
and sometimes violently
resisted — Chinese
construction projects.

completed.116 To service Chinese loans, Ecuador was also
obligated to commit 90 percent of its oil exports to China
through 2024.117 Although that number has since dropped to
80 percent, the poorly arranged sales of Ecuadorian crude oil
to international intermediaries are estimated to have incurred
$2 billion in losses for Ecuador.118
The Coca Coda Sinclair Dam is perhaps the most notorious
example of a mismanaged Chinese-funded infrastructure
project. Built against the advice of government officials
and numerous experts because of its proximity to an active
volcano, the dam has failed to generate the one-third of
Ecuador’s electricity needs its proponents had promised.119
Instead, “nearly every top Ecuadorean official involved in the
dam’s construction [has been] either imprisoned or sentenced
on bribery charges.”120

Constructed by Chinese company Sinohydro, the dam is
riddled with defects.121 Ecuador’s regulatory compliance
office estimates that the inability to commercialize the dam
due to malfunctioning turbines has cost the country a total of
$28 million.122 Chinese-funded projects have also caused environmental problems, particularly in the mining
industry; the Condor Mirador and Rio Blanco projects have caused widespread environmental damage that
has negatively impacted indigenous communities.123

Other Forms of Chinese Communist Party Influence in Ecuador

Under the friendly Correa administration, the Chinese government did not need to expend much effort to
manipulate Ecuador’s information environment because Correa’s control of the media insulated the CCP
from criticism. However, as in other countries where Chinese engagement is growing, the CCP has expanded
its efforts to shape public perceptions in its favor. The University San Francisco of Quito established Ecuador’s
only Confucius Institute, employing only instructors who have been “officially sanctioned and sponsored by
the Chinese government.”124
The Correa administration also opened the door for Chinese state-controlled companies to gain access to
Ecuador’s public-security and surveillance domains. In 2011, Ecuador hired the China National Electronics
Import and Export Corporation (CEIEC) to build a national surveillance system under the guise of
constructing the national emergency-response system, ECU-911.125 Also touted as a crime-fighting system,
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Ecuador hired the China National Electronics Import and Export Corporation (CEIEC) to build its national
surveillance system.

ECU-911 comprises 4,300 surveillance cameras and 16 regional response centers and employs 3,000
government staff.126
During his visit in 2016, Chinese President Xi Jinping inaugurated ECU-911’s artificial-intelligence research
lab.127 In reality, ECU-911 was not effective at fighting crime in areas where it was most needed; it was
instead used by the Correa administration and its intelligence agency to intimidate political opponents.128

Ecuador’s Response to Chinese Government Influence

The Correa administration blunted the ability of Ecuadorian civil society and media to monitor his
administration and hold it accountable to economic deals inked between Quito and Beijing — steering
public opinion in his favor, including through the government’s purchase of a newspaper and two television
channels. The government also expanded direct control of the media through the Superintendent of
Information and Communication (Supercom), which prevented media coverage critical of Correa and his
administration.
Primarily at the local level, Ecuador’s citizenry has attempted to check abuses by Chinese companies under
Correa, with some success. For example, indigenous communities protested the San Carlos Panantza open-
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pit copper mine in 2016 despite Correa labeling them “terrorists” for doing so.129 Major protests at the
Mirador mining projects forced a three-year delay. Correa himself briefly suspended negotiations over
the Coca Codo Sinclair Dam and publicly criticized China’s harsh terms for debt repayment.130 Ultimately,
however, the massive expansion of Chinese financing and graft proved too hard to overcome.
In an environment of increased popular concern over corruption and the excesses of the Correa government,
the Moreno administration has sought to reverse many of Correa’s policies and achieve better oversight
by renegotiating numerous commercial and investment agreements with the Chinese government and
enterprises. For example, the Moreno administration has investigated the sale of Ecuadorian crude oil
to service Chinese loans, expanded scrutiny of contracts with Chinese firms and renegotiated contracts
with Beijing.131 Moreno has also sought to repair relations with the United States, other Western powers
and financial institutions, which helped to secure a $10.2-billion bailout package from the IMF and other
development banks.132
The Moreno administration has also initiated a rollback of Correa’s policies that had facilitated censorship
of independent voices. Recent reforms to the Communications Law abolished the Supercom, raising
hopes for the revival of independent media in Ecuador.133 However, the question of whether Moreno will
fundamentally shift Quito’s approach to Beijing remains to be seen. During his December 2018 trip to
Beijing, Moreno secured a new $900-million loan from China, and officially signed onto the Belt and Road
Initiative (BRI).134
Ecuador’s engagement with China illustrates the importance of good governance and oversight to mitigate
the harmful effects of Chinese influence. Moving forward, increased vigilance by the government regarding
Chinese investment and financing practices, greater consideration and availability of alternative sources
of investment, and increased capacity of Ecuadorean civil society and media will help bolster Ecuador’s
resilience to Chinese government influence.
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ZAMBIA
Zambia’s relationship with China dates back to the Cold War era when, like many African states, it viewed
China as an ally against the continent’s Western colonizers. China is still remembered fondly for building
a railway linking landlocked Zambia with Tanzania in the 1970s — providing Zambia with a trade route that
avoided apartheid South Africa and Rhodesia.
As Zambia strives to develop its economy today, the country’s reliance on China for loans and infrastructure
development strikes a familiar chord. In recent years, Zambia has again turned to China for credit and
investment to develop infrastructure projects, helping it avoid the burdensome conditions that accompany
traditional loans. Zambia’s faltering economy — resulting from the combined effects of the global collapse of
copper prices, poor fiscal choices and a debt-driven national-development policy — made turning to China
an attractive option.
Since President Edgar Lungu came to power in 2015, Zambia has taken on additional Chinese loans
and become saddled with dangerously high levels of debt. Increased Chinese media influence and
rising corruption have exacerbated the tilt toward authoritarianism in Zambia. However, the persistence
of a spirited independent media and active opposition politicians has the potential to diminish Chinese
influence and help counter Zambia’s authoritarian turn.

China’s Economic Influence

As one of the largest foreign investors in Zambia, China’s economic influence looms large over the
country.135 Through loans and other instruments, China has funded significant and high-profile infrastructure
projects in Zambia, ranging from the $365-million upgrade of the Kenneth Kaunda International Airport
to various roads and a $94 million stadium.136 Furthermore, Chinese companies — most of them stateowned enterprises — have financed or built 83 percent of all public-capital projects.137 Although Chinese
investments in the mining sector have created some jobs in Zambia’s copper-extraction industry — which
constitutes 60 percent of the country’s total exports — allegations that Chinese companies have exploited
Zambian workers continue to draw attention to the high costs of Chinese investment.138
Beyond the societal costs of tethering Zambia’s economic growth to Chinese investment, Chinese
government-backed loans have caused the country’s debt to balloon. Although the exact amount of
Zambia’s sovereign debt is unclear, estimates of external debt range between $9.5 and $10.6 billion as
of September 2018.139 According to the Zambian government, 30 percent of this external debt is owed
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Zambia paid twice the
African average for
road construction on a
per-kilometer basis.

to China.140 The cost of servicing even the lower-end figure would
require approximately 90 percent of Lusaka’s foreign-exchange
reserves — a dangerously high figure.141

Numerous Chinese loans in Zambia have been opaque and resulted
in corruption. Zambia has regularly paid above-market rates for
products and services that involve Chinese financing, allowing
Zambian officials and Chinese intermediaries the opportunity to
pocket the difference. According to a 2017 World Bank study,
Zambia paid twice the African average for road construction on
a per-kilometer basis. Lusaka also paid 70 percent above market
rates for 42 fire engines and has regularly overpaid for infrastructure built by Chinese state-owned firms.142
Infrastructure projects financed by the Export-Import Bank of China are negotiated directly with Zambian
government departments, with loans then made directly to Chinese contractors. The true costs of a deal are
rarely made public.143
In fact, Lungu has granted Chinese companies special privileges in Zambia, allowing some of them to
operate with impunity. Many do not even comply with the government requirement to subcontract at least
20 percent of work to Zambian companies.144

China’s Influence in the Information Space

The Lungu administration has also given China wide berth to undertake influence campaigns in the
information space. Zambia granted Star Times, a Chinese firm, preferential access to broadcasting and
media rights in the country. Zambia’s state broadcaster ZNBC, with StarTimes as its partner, secured a
$273-million loan from the Export-Import Bank of China for a project to modernize the state broadcasting
system. The joint venture, called TopStar, obtained two licenses from the Zambian government (for signal
distribution and content provision), which violated Zambian competition laws forbidding any single media
entity from obtaining that much control over the market.145 Since China’s StarTimes owns a majority stake (60
percent) of the joint venture, the deal effectively paves the way for a Chinese company to control Zambia’s
national broadcasting service.146
Beyond just broadcasting, Chinese influence has increased in Zambia’s civic discourse; for example,
Zambia’s official newspaper has published front-page articles in Chinese.147 Lungu’s government has
censored or discouraged criticism of China across media. For example, when Kenyan law professor Patrick
Loch Otieno Lumumba was invited by Zambia’s Eden University to deliver a public lecture on China’s rising
influence in Africa, he was refused entry to the country upon arrival — and subsequently deported for
“security” reasons.148
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China has also established a Confucius Institute at the nation’s most prestigious university, the University of
Zambia, to promote Chinese language, culture and a Beijing-friendly interpretation of global events.149

Zambia’s Response to Chinese Influence

Since Zambia’s independence in 1973, successive governments
have invited Chinese investment to help develop Zambia’s
infrastructure. However, Lungu opened the door to enhanced
Chinese influence across all domains, with the stated intention of
stimulating the economy to grow Zambia out of debt. In view of the
resulting agreements, it appears likely that Lungu’s receptiveness
to Chinese influence was motivated to a certain extent by personal
financial and political gain. Corruption in the Lungu administration
has been accompanied by increased repression and a drift toward
authoritarianism.150 While Lungu’s authoritarian turn is neither
the cause nor result of corruption, the onset of a more repressive
administration has diminished the number of independent actors
that can expose corruption, while the influx of Chinese investment
has created new opportunities for systemic graft.

Zambia granted Star
Times, a Chinese firm,
preferential access
to broadcasting and
media rights in the
country.

As Zambia’s debt crisis worsens, the Lungu administration has held consultations with multilateral
development banks, such as the International Monetary Fund (IMF), while simultaneously deepening its
reliance on China. Lusaka has reportedly pondered offering state assets to China as collateral, though
various members of the Lungu administration ultimately dismissed this plan.151
Since Lungu assumed power, his administration has closed four media outlets, harassed prominent critics
and generally expanded press restrictions.152 Despite the chilling effects Lungu’s actions may have had on
journalistic freedom and civic discourse, opposition politicians, civic groups and activists have spoken out
against Lungu’s authoritarian turn and rising levels of Chinese influence.
Chishimba Kambwili, a former government minister and once Lungu’s closest ally, has said that the
Chinese are “not investors, but infestors.”153 Activists have protested against Beijing’s increasing footprint,
using social media to raise awareness with hashtags such as #sayno2China or displaying signs bearing
incendiary slogans such as “China equals Hitler.”154 Even beyond activist communities, there are significant
undercurrents of anti-Chinese sentiment across Zambian society. Rising anti-Chinese sentiment has been
directed toward several Chinese migrants who came to Zambia to open restaurants or convenience stores
that largely service Chinese workers.155 In one telling example, riots erupted after rumors (later proven false)
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spread that the Lungu administration was going to hand over a state-owned timber company to a Chinese
entity.156
Despite local backlash, Zambia will face an uphill battle if it wishes to reduce Chinese influence, mostly
because the Lungu administration has been “a willing collaborator.”157 Civic actors, opposition party
members and the remaining independent media outlets serve as the foundation for resilience. That said,
calls to hold the government accountable for corrupt or poorly conceived deals have not yet reached the
level at which they might enhance Zambia’s ability to reduce Chinese economic leverage. In order to reduce
official corruption and preserve some economic independence, greater enforcement of labor regulations
and restrictions on foreign investment are needed. However, if Lungu follows through on stated intentions
to seek a third term in 2021, which is currently unconstitutional, Zambia will drift further toward China’s
authoritarian model, which would likely stamp out the simmering discourse on Chinese influence.

More than 100 people were arrested after rioters burned tires, fought with police and looted stores run by Chinese. See Rosen, Jonathan W. “China Must Be Stopped: Zambia Debates
the Threat of ‘Debt-Trap’ Diplomacy.” World Politics Review, 18 Dec. 2018, www.worldpoliticsreview.com/insights/27027/china-must-be-stopped-zambia-debates-the-threat-of-debt-trapdiplomacy.
157
Pillay. Unpublished paper on China’s influence in Africa and Zambia.
156

CHINESE MALIGN INFLUENCE AND THE CORROSION OF DEMOCRACY

MONGOLIA
Mongolia declared independence from China more than a century ago, yet China continues to cast a
large shadow over neighboring Mongolia’s economic and strategic landscape. China’s already-significant
economic influence in Mongolia is likely to grow if the country follows through on plans to accept a reported
$30 billion in new Belt and Road Initiative-related (BRI) loans, which would put the country at high risk of
debt distress.158
Thus far, Ulaanbaatar’s longstanding suspicion of Beijing — rooted in ongoing ethnic tensions and fears of
Chinese domination — has prevented even greater Chinese economic leverage over Mongolia. However, if
Mongolia is to strengthen its resilience to Chinese Communist Party (CCP) influence, it will need to address
endemic issues of weak governance and corruption, and further diversify its foreign economic ties.

China’s Economic Influence in Mongolia

As Mongolia’s most important trading partner and largest investor, lender and aid provider, China exerts
significant economic influence.159 This is due to geographical proximity as well as trade complementarity
between Beijing and Ulaanbaatar, with China’s economic growth driving demand for the Mongolian
raw-material exports, particularly minerals. China absorbs 79 percent of Mongolia’s exports and is a key
purchaser of coal from the Tavan Tolgoi mine.160 In recent years, China has invested heavily in Mongolia,
financing BRI projects that access the country’s natural resources and boost the economies of China’s Inner
Mongolia region and Gansu province by connecting them with the Mongolian and Russian markets.161
Mongolia has also proven susceptible to Chinese influence because of the country’s ongoing struggle with
weak governance and corruption. This has contributed to frequent sovereign debt crises necessitating
foreign and multilateral bailouts. Western countries have abandoned trade and investment agreements
with Mongolia out of frustration, often leaving Chinese state-owned enterprises as Mongolia’s only potential
partners. Indeed, many Western businesses are not interested in doing business in Mongolia because of
its isolated geography, underdeveloped infrastructure, corruption, weak rule of law and unstable domestic
politics, and have sold their stakes in Mongolia to Chinese companies.162
Chinese businesses’ tolerance for Mongolia’s turbulent commercial environment is bolstered by their
preference for using personal networks to conclude commercial transactions. Chinese businesses also
frequently maximize the commercial benefits of relationships forged with newly elected officials by
negotiating deals with them immediately prior to their election.163
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The Buyant Ukhaa Sport Palace in Ulaanbaatar, Mongolia, which was built with a grant from China.

Other Forms of Chinese Influence

Despite such growing economic ties, Chinese leaders are cognizant that entrenched, historical anti-China
views persist in Mongolia. The CCP has sought to change those attitudes through a combination of economic
and cultural diplomacy. These efforts accelerated following CCP Chairman Xi Jinping’s landmark visit to
Mongolia in 2014 to celebrate the 65th anniversary of diplomatic ties. A Sino-Mongolian Joint Board was
created to serve as a coordinating body for prioritizing, planning and implementing humanitarian assistance
projects mostly funded by Chinese interests.164 In order to promote Chinese culture and exchanges, the
Chinese government established a Chinese Cultural Center in Ulaanbaatar, its third in Asia.165 The head of
the Chinese Cultural Center works for the Chinese ambassador to Mongolia, represents China’s Ministry of
Culture and reportedly supervises directors and teachers of the three Confucius Institutes in Mongolia.166
China has cultivated Mongolian journalists and other media professionals to enhance positive perceptions
of China and the Chinese people. Since Xi’s 2014 visit, China has invited 250 Mongolian media professionals
annually to China for study and acculturation tours.167 Mongolian media outlets have also begun to hire a
younger generation of journalists, many educated in China. As a result of these trends, coverage of China
has evolved from being universally negative to adopting a more neutral tone, and at times a positive one.168

Jargalsaikhany, Mendee. “Charm Offensive: Chinese Ambassador’s Address on the State of the Sino-Mongolia Relationship.” Eurasia Daily Monitor, 29 Jan. 2019, jamestown.org/
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The CCP has endeavored to increase connections between
Mongolians and Chinese citizens residing in bordering
areas, including with members of Mongolia’s ethnic-Chinese
minority. However, significant hurdles remain to shaping
positive perceptions of China in Mongolia. China is so sensitive
to anti-Chinese sentiments among the Mongol public at large
that it has avoided arranging high-level visits proximate to
Mongolian elections.169
Out of deference to Beijing, Mongolia has refrained from
weighing in on anti-government protests of ethnic Mongolians
in China and has been reluctant to grant asylum to MongolianChinese dissidents. On the other hand, China has interfered
in Mongolia’s foreign policy and religious domains by publicly
pressuring the government not to receive the Dalai Lama,
despite the fact that he is seen as a spiritual leader by many
who follow Tibetan Buddhism in predominantly Buddhist
Mongolia. When Mongolia defied these warnings in 2016,
China responded with punitive measures such as imposing
fees on commodity imports from Mongolia.170
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Ulaanbaatar’s
longstanding suspicion
of Beijing — rooted in
ongoing ethnic tensions
and fears of Chinese
domination — has
prevented even greater
Chinese economic
leverage over Mongolia.

Mongolia’s Response to China

Historic suspicions of China inform Ulaanbaatar’s contemporary policy stances vis-a-vis Beijing, and to
some extent have constrained the country’s susceptibility to Chinese influence.171 Although Mongolian
political and business elites appreciate the importance of Chinese investments and commodity purchases
for the economy, Mongolia still maintains many restrictions on Chinese investments out of historic caution.
Mongolia also remains sensitive to the concerns of Russia, its northern neighbor, and thus treads carefully in
managing its relations with the two countries.
Mongolia has instituted restrictions on Chinese investment, explicitly inserting such policies into national
security statements and investment documents to prevent China’s domination of Mongolia’s economy and
strategic resources. For example, China’s Shenhua Group, a state-owned mining and energy company,
saw its request to participate in the development of Mongolia’s largest coal deposit refused three times.172
Mongolia has also cancelled agreements to supply Mongolian coal to the Aluminum Corporation of China
(CHALCO) and blocked CHALCO’s attempted purchase of a controlling stake in a Canadian firm that
operated a coal-mining license in Mongolia.173 In December 2018, the cabinet secretariat closed a Chineserun silver mine following revelations of malfeasance including tax evasion.174

For Mongolian politicians, any Chinese connections (e.g., ethnic/kin, cultural, business, political) and/or even physical appearances would increase the likelihood of negative
comment by his/her opponents and reduce their chances of being elected.
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Ulaanbaatar’s fear of Beijing’s influence has also limited Chinese financial institutions’ plans to enter the
Mongolian banking sector. Although Chinese state-owned banks, such as the Bank of China (BOC) and
the Industrial and Commercial Bank of China (ICBC), have opened representative offices in Mongolia, they
have been prevented from securing a commercial banking license because of increasing capital deposit
thresholds and shifting regulations.175
While China continues to increase its already-substantial economic leverage in Mongolia, the country’s
historical suspicion of China and determination to prevent domination of key industries have mitigated the
malign effects of Chinese influence. If Mongolia improves its business climate and attractiveness to foreign
investors by tackling corruption, it will increase its likelihood of mitigating excessive economic reliance on
China. Addressing its fiscal spending and macroeconomic health will also reduce the need for reliance on
Chinese lines of credit, and diversifying its trading relationships to include a potential free-trade agreement
with the United States would help reduce Chinese economic influence.176

As of late 2018, the only foreign bank that remains interested in securing a commercial banking license in Mongolia is the Bank of China. Mongolian politicians’ fear of Chinese
economic influence is the primary driver of regulations drafted to prevent foreign banks from operating in the country. However, by attempting to keep Chinese banks out, Mongolia
has made the thresholds so high that banks from other countries have completely lost interest in operating in Mongolia. See Wilson, Elliot. “Mongolia Fends Off Chinese Bank Suitors.”
Euromoney, 18 Dec. 2018, www.euromoney.com/article/b1c9kttjf41zp3/mongolia-fends-off-chinese-bank-suitors. Accessed 25 Apr. 2019.
176
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HUNGARY
Hungary has a complex national identity that has evolved since the end of the Cold War. As a member of
both the European Union (EU) and North Atlantic Treaty Organization (NATO), the country is visibly allied
with the West. However, since the 2008 global financial crisis, many Hungarians have lost faith in Western
democratic values and liberal economic models of growth — a sentiment which underpinned Viktor Orban’s
electoral victory on a sovereigntist platform in 2010.
Since that time, Orban has expanded Hungary’s engagement with China, allowing the country to gain
influence over Hungary’s political environment and economy. China — seeking greater strategic influence
within the EU — has treated Orban as a valuable partner in advancing its interests among EU member states.
Orban’s coziness with China has contributed to growing division among EU members over whether to
characterize China as a “systemic rival,” a step the European Commission took in March 2019.177 China does
not yet weigh heavily in Hungary’s overall foreign trade and investment. Orban, however, has amplified
China’s efforts to enhance its standing in Hungary, potentially opening the door to high levels of future
Chinese influence.

China’s Economic Influence

Although Orban has been a proponent of greater economic integration with China, China’s growing trade
and investment in Hungary have not yet yielded significant economic leverage. Hungary’s exports to China,
while growing, pale in comparison to its exports to France, Germany or the United Kingdom; approximately
80 percent of Hungary’s exports go to EU member states and approximately 5 percent to China.178 Although
exports to China have grown at an annual rate of 7 percent between 2010 and 2016, jumping to 17 percent
between 2016 and 2017, the majority of these exports are accounted for by multinationals operating in
Hungary, and exporting to China.179 While Hungary has been the largest recipient of Chinese foreign direct
investment (FDI) within the countries of Central and Eastern Europe, Chinese investment nevertheless
comprised just 2.4 percent of total FDI stock into Hungary as of 2017.180
Hungary’s reliance on Chinese credit may increase as a result of the planned railway linking Belgrade
and Budapest — reportedly the most expensive railway in Hungary’s recent history. Although the details
surrounding the project are being kept confidential (itself alarming for a major government infrastructure
project), China will finance 85 percent of the project with most work done by Chinese companies.181
Hungarian analysts have raised concerns that if and when the project starts, it will result in massive debt
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without ever turning a profit or benefitting the local economy, given China’s preference of bringing in
Chinese workers to complete such infrastructure projects.182

Other Forms of Chinese Influence

China has sought to burnish its image and the attractiveness of the Belt and Road Initiative (BRI) in Hungary
by blending cultural diplomacy with attempts to influence media coverage. China operates four Confucius
Institutes in Hungary — a large number for a country of its size. Cash-strapped universities that host
Confucius Institutes are able to obtain funding from China in exchange for self-censoring “China-related
public discourse.”183 Through the funding of academic exchanges and BRI-related travel opportunities for
Hungarian scholars, China has been able to steer public and elite discourse in favor of China’s goals in
Europe and Hungary. Additionally, the Chinese Academy of Social Sciences helped to establish the ChinaCEEC Institute in Budapest, which funds scholars in the region to conduct research extolling the benefits of
China’s engagement in Hungary, and in Central and Eastern Europe more broadly.184
Beijing has also acquired media outlets and educational institutions to shape positive images of China, or
at least prevent the emergence of negative ones. For example, the Chinese media outlet GBTimes acquired
a local radio station in Budapest, adding daily programs on Chinese culture designed to paint China in
a positive light.185 More significantly, the China-Central and Eastern Europe Investment Cooperation Fund
(a partner of the Export-Import Bank of China) acquired Hungary’s largest private university, Budapest
Metropolitan University. Although there are no indications of Chinese attempts to alter the university’s
curriculum, China’s approach in other countries indicates that topics and research painting the country and
the CCP in a negative light will be discouraged.186
The integration of China’s telecommunications industry into the backbone of Hungary’s mobile and internet
communications infrastructure poses a potential threat to the security of the country’s information and
increases Hungary’s dependence on China. Almost all mobile and internet service providers use Chinese
network equipment, with Telenor Hungary and Magyar Telekom both using ZTE hardware and Vodafone
employing Huawei technology.187 While there are technical debates regarding the extent to which China
could exploit ZTE’s and Huawei’s infrastructure, it is worrying that the Hungarian government is not taking
potential risks seriously.188

Hungary’s Response to Chinese Influence

The Chinese Communist Party (CCP) has not used aggressive influence tactics employed elsewhere to
increase its leverage in Hungary, almost certainly because Orban and other Hungarian politicians have
been so accommodating to Chinese goals. Since coming to power in 2010, Orban’s government has been
one of China’s loudest cheerleaders in Europe, facilitating China’s longer-term strategy of expanding and
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Chairman of the Standing Committee of the National People’s Congress Li Zhanshu of China (left) shakes hands
with the Speaker of the Hungarian Parliament Laszlo Kover (right) during a 2019 visit to Hungary.

broadening its market access to the rest of the continent. Orban has
acted as a proponent of Chinese interests in the EU, and resisted U.S.
calls for NATO to take a tougher line against Russia and China.189
Orban’s alignment with China stems from his suspicion of Westernstyle liberal democracies, belief that the West may be in decline and
admiration of China’s economic successes.190 He is not alone — there is
widespread support for Chinese investment and engagement among
Hungary’s political elite, and government think tanks in Hungary
produce work justifying Orban’s alignment toward China.191 The
lack of transparency surrounding Orban’s negotiations with China
on a variety of projects, including the Belgrade-Budapest railway,
has apparently not aroused significant concern among opposition
politicians or even civic and media groups.192

Orban’s government
has been one of
China’s loudest
cheerleaders in
Europe.

Hinshaw, Drew, and Anita Komuves. “Hungary Bucks U.S. Push to Curb Russian and Chinese Influence.” The Wall Street Journal, 27 Jan. 2019, www.wsj.com/articles/hungary-bucks-us-push-to-curb-russian-and-chinese-influence-11548626080.
190
Since becoming prime minister, Orban has visited China five times. See Gergely. Unpublished paper on Chinese influence in Hungary, 2019.
191
This paragraph draws from Salat, Gergely. Unpublished paper on China’s influence in Hungary.
192
Matura, Tamás. “A Kínai Jelenlét Magyarországon.” Műhelytanulmány 10. Prague: AMO, www.chinfluence.eu/wp-content/uploads/2018/06/AMO_A-ki%CC%81nai-jelenle%CC%81tMagyarorsza%CC%81gon.pdf.
189

46

Hungary

Hungarian society displays few signs of resilience against future CCP influence. While some left-leaning
media outlets have criticized Orban’s China-related policies, this does not appear to have altered the course
of the Hungarian government.193 Reports of corruption in dealings between Chinese businesses engaged in
construction projects and Hungarian politicians, including those close to Orban, suggest that this expanding
relationship is having corrosive effects on an already-corrupt Hungarian political system.194 Hungary will be
better prepared to respond to China’s accelerating influence in the country if its remaining independent
media, intellectuals and civic actors monitor and expose the risks associated with the government’s
cultivation of China as an economic and political partner.

Meszaros, Tamas R. “Magyarorszag Lett Kina Kapuja, Csak Kina Nem Tud Rola.” Index.hu, 8 Feb. 2017, index.hu/gazdasag/2017/02/08/kina_magyar_kapcsolat_orban_longform;
Zgut, Edit, et al. “Kina az Uj Selyemuton hoditana meg Kozep-Europat.” 24.hu, 25 Mar. 2018, 24.hu/kulfold/2018/03/25/kina-az-uj-selyemuton-hodita na-meg-kozep-europat/.
194
Shalal, Andrea. “Hungary Slides Deeper Down Corruption Index, Watchdog Says.” Reuters, 21 Feb. 2018, https://www.reuters.com/article/us-global-corruption/hungary-slides-deeperdown-corruption-index-watchdog-says-idUSKCN1G52E6; Gergely. Unpublished paper on Chinese influence in Hungary.
193

CHINESE MALIGN INFLUENCE AND THE CORROSION OF DEMOCRACY

THE GAMBIA
After 22 years of authoritarian rule under Yahya Jammeh, The Gambia is navigating a transition to
democracy under the presidency of Adama Barrow. Barrow, who assumed office in 2017, inherited a fragile
economy and a crumbling domestic infrastructure, and has relied on Chinese economic assistance in hopes
of boosting The Gambia’s economic fortunes. These steps have resulted in growing Chinese economic
leverage over The Gambia and shored up corruption within the Gambian government. However, a vibrant
Gambian civil society and independent media have helped to expose these worrying trends.

China’s Economic Influence

Like many of his African counterparts, Barrow saw financing from China’s Belt and Road Initiative (BRI) as
a viable way to bolster The Gambia’s economic growth and improve its domestic infrastructure. As part
of his strategy to secure BRI-related funding from China, Barrow took steps to ingratiate himself with
China’s leaders, including noting that Banjul’s previous relationship with Taipei was a “huge mistake.”195 This
continued a trend that began a year prior to Jammeh’s ousting: After severing official ties with Taiwan in
2013, Jammeh reestablished diplomatic relations with China in 2016.
Barrow deepened his country’s bilateral relationship with China, striking infrastructure-development deals
including an agreement with Beijing for the construction of a $50 million International Conference Centre.196
Under Barrow, the Gambian National Assembly ratified a framework agreement with China under which the
Export-Import Bank of China would provide a concessional loan (of an unspecified amount) to implement
The Gambia’s National Broadband Network, to be constructed by the Chinese telecommunications giant
Huawei.197 At the 2018 Forum on China-Africa Cooperation (FOCAC) in Beijing, Barrow secured $48 million
from China to support road infrastructure, agricultural mechanization and a security-sector reform project
— initiated by Barrow as part of a broader transitional justice-reform process.198 At this same meeting, China
also cancelled a $12 million debt from the 1980s.199 The Chinese government even extended a grant to
fund a 50-kilometer road and four bridges in Barrow’s home territory, Upper River Region.200
Despite past pledges to secure better external financing terms than any previous government, Barrow
resumed his predecessor’s pattern of relying on external sources of credit to fuel domestic growth.201 Barrow
has increased Banjul’s previously minimal debt exposure to Beijing and entered into opaque infrastructure
deals with Chinese companies. This reliance on China for loans to fund infrastructure development
contributed to The Gambia’s debt burden reaching 130 percent of gross domestic product (GDP) in 2017.202
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The Gambia

The Gambia has made significant progress in battling corruption since Jammeh left office in 2017.203
Increased reliance on Chinese investment, however, has the potential to undermine some of that progress.
For example, when the Gambian government lacked funds to charter an aircraft for Barrow’s official visit to
Beijing in December 2017, staff in the presidential office contacted TBEA — a Chinese manufacturer of power
transformers that was competing for a contract with the Gambian government — for financial assistance.
TBEA subsequently transferred more than $750,000 to the account of a foundation run by Barrow’s wife.
The first lady’s foundation then transferred funds to a charter airline that reportedly ferried the Barrow
presidential delegation to Beijing.204

Other Forms of Chinese Influence

Since the formal reestablishment of diplomatic ties, the Chinese government has sought to cultivate
a favorable image among Gambian political elites and ordinary citizens alike by sponsoring cultural
exchanges, Chinese language instruction through Confucius Institutes and scholarships for Gambians in
both The Gambia and China.205 In 2018, China’s Guizhou University signed a memorandum of understanding
with The Gambia’s sole public university, University of The Gambia (UTG), to strengthen bilateral ties through
the cultural promotion of language, exchange of faculty, staff and student visits, and short-term training.206
China is also looking to counter unfavorable reporting about China in The Gambia and sponsors media
training of Gambian journalists in China. The Chinese embassy in Banjul has vigorously pushed Gambian
media to strictly adhere to the “One China” policy, including by criticizing a major outlet for attaching the
word “country” to Taiwan.207

The Gambia’s Resilience to Chinese Influence

Despite Barrow’s promises, he has instilled little oversight of Chinese investment and financing deals.
However, activists and independent media outlets — which played a crucial role in exposing corruption
during the Jammeh years — have also reported on the shortcomings of Barrow’s economic deals with the
Chinese government and Chinese companies.
Activists have raised concerns about the negative effects Chinese funding can have on Gambian institutions,
criticizing Barrow for what they see as his tendency to “personalize Chinese loans and grants because he
believes that would help him politically.”208 The Fatu Network’s 2018 exposure of China’s funding of Barrow’s
chartered flight raised public awareness of the risks of corrupt Chinese business practices. Independent
media outlets have also reported on ocean pollution and trading in foreign currency in The Gambia by the
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Chinese fishing company Golden Lead,209 and activists on social media have accused Barrow and members
of his government of personally benefitting from the timber trade.210
Various media outlets have exposed the shortcomings of Barrow’s Chinese-funded infrastructuredevelopment plans, such as the fact that virtually all such projects are awarded to Chinese construction
firms — often with poor results. For example, the online newspaper Freedom reported that a multimilliondollar port expansion project was awarded to a Chinese firm over the objections of the Gambian Justice
Ministry, which criticized the absence of a competitive bidding process.211
A healthy media and civil society bode well for the prospects of The Gambia’s resilience despite Barrow’s
growing economic dependence on China. Reducing Gambia’s reliance on Chinese credit would bolster the
country’s resilience to Chinese influence. Although the International Monetary Fund notes that The Gambia
is on a path to economic recovery, it also points out that the country breached its target on contracting new
non-concessional external debt due to a $25 million loan from the Export-Import Bank of China to Gamtel,
The Gambia’s state-owned telecommunications company.212
The Gambia has made significant progress in improving governance and accountability since Jammeh’s
departure. Continued vigilance from Gambian activists, civil society and media will help to reduce the new
government’s permissiveness regarding damaging Chinese investment and financing deals and serve as a
critical check against Chinese influence efforts in the country.
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MYANMAR
Straddling both East and South Asia, Myanmar occupies a strategic location bordering China in the north
and Southeast Asia and South Asia to the south and west. China sees Myanmar as key to expanding its
economic influence throughout the region and instrumental in facilitating access to the Indian Ocean that
avoids the strategic chokepoint of the Malacca Strait. It is therefore no surprise that Beijing had exerted
varying degrees of economic and strategic influence in Myanmar for decades prior to the 2011 dissolution
of Myanmar’s military junta.
During the early years of Myanmar’s new government and its opening to Western donors and investment,
China’s influence briefly waned. However, China has been able to reassert its influence given the sheer
weight of the Belt and Road Initiative (BRI), and the reduction of Western economic incentives and trade
preferences following the military’s crackdown against the Rohingya Muslim minority. Eager to stimulate
economic growth, Nay Pyi Taw has taken on Chinese loans and infrastructure projects as part of the ChinaMyanmar Economic Corridor (CMEC). China has also sought to protect its influence by exploiting tensions
between the powerful military (known as the Tatmadaw) and civilian leadership.

China’s Economic Influence

China’s primary means of influence in Myanmar is economic, deriving from Beijing’s extensive investments,
loans and business interests in the country. The Chinese Communist Party (CCP) has taken advantage of
Myanmar’s weak economy and need for foreign investment and loans, political divisions caused by internal
ethnic conflict, and the tensions between civilians and the military to enlarge its economic footprint in
the country. The CCP has also exploited the systemic corruption among Myanmar’s political elites, using
infrastructure-development projects to engage in “elite capture.”213
Years of reliance on CCP-backed financing for infrastructure-development projects has bloated Myanmar’s
sovereign debt burden vis-à-vis China to $4 billion, approximately 40 percent of the country’s total
government debt.214 Myanmar’s debt exposure is likely to increase as a result of the establishment of the
CMEC, which is part of the broader BRI.215 Less than a year after the signing of a memorandum of
understanding (MOU) on CMEC, concerns have been raised that infrastructure development will not only
leave Myanmar debt-ridden, but will also exacerbate ethnic conflict in the northern Shan State.216 The
Myanmar government is reported to have signed onto CMEC projects worth $2 billion, though sources of
financing have yet to be determined.217 Some reports suggest that Myanmar may allocate land as an in-kind
contribution and investment to the CMEC.218
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China sees Myanmar
as key to expanding
its economic influence
throughout the region.

The CMEC provides an example of how ventures designed
to enhance infrastructure development in Myanmar will likely
also augment China’s strategic influence. As part of the CMEC,
Myanmar signed an MOU with China for the Kyaukphyu deep-sea
port, “a potential hub for China that would give it direct access to
the Indian Ocean and allow its oil imports to bypass the Strait of
Malacca.”219 It remains unclear whether China intends to employ
this or other ports to which it has gained access for military
purposes, but the Kyaukphyu port is a step toward advancing
Chinese maritime ambitions in the Bay of Bengal and Indian
Ocean.

A nascent multibillion-dollar effort to construct the New Yangon City, outside of Yangon, is also
controversial. There is concern that China Communications Construction Company’s (CCCC’s) involvement
in this $1.5-billion venture will lower regulatory standards and undermine efforts to improve governance.220
Chinese regional banks and financial institutions have also made their marks on Myanmar’s banking and
financial institutions. The Central Bank of Myanmar has added the Chinese renminbi as an official settlement
currency and allowed foreign institutions to take up to 35-percent equity stakes in Myanmar banks.221

China’s Influence in the Information and Other Spheres

China has used a variety of means to preserve its influence in Myanmar since the change in government,
including attempting to shape the media’s narrative about China. China invites Burmese editors and
journalists to China for exchanges, and sponsors Burmese-language social network pages to burnish
China’s image and tout the controversial Myitsone Dam project and other Chinese investments.222 Although
freedom of the press has improved under the new government, existing laws allow the government to deny
licenses to publications considered threats to national security or insulting to religion. These regulations
can be abused by the government to prevent the publication of unflattering media coverage. In this media
environment, self-censorship is a common practice. China’s embassy in Yangon has exerted pressure on
local media as well, including by approaching the editor of a local journal to publish positive articles on the
BRI in Myanmar.223
The CCP has also established Chinese-language media targeting the ethnic-Chinese community in
Myanmar. For example, the CCP Propaganda Department’s outpost at Yunnan University (located just north
of Myanmar) founded Baobo News in 2015, in partnership with the university’s Confucius Institute, to nurture
common bonds between ethnic Chinese along both sides of the Myanmar-China border.224
China has cultivated ties with Myanmar elites through a variety of training programs and outreach,
blending these efforts with traditional humanitarian and cultural assistance.225 In 2018, the Chinese
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embassy committed $100,000 for internally displaced persons
in Kachin state, located on the Chinese border.226 The Chinese
government helped open the Chinese Cultural Center in Yangon
in 2018 — Myanmar’s first public venue to promote cooperation
and cultural exchanges.227 Senior Myanmar military and civilian
leaders are now regular visitors to China, and CCP officials
frequently visit their counterparts in Myanmar.228 China has also
curried favor among the political elite by defending the Myanmar
government amid intense criticism and threats of United Nations
sanctions over its crackdown against the Rohingya population.229
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China has sought to
drive a wedge between
the military and its
civilian leadership.

China has also sought to drive a wedge between the Tatmadaw and its civilian leadership, through its
touchpoint in armed conflicts along the border with Myanmar.230 Although China has attempted to mediate
conflicts in Myanmar, it recognizes that allowing such conflicts to simmer prolongs Chinese influence in
Myanmar and gives it an advantage over other external parties or countries.231
Myanmar’s civilian leadership and the Tatmadaw have been pushing for an end to armed conflict along the
China-Myanmar border, but China has used its influence with organizations such as the Northern Alliance
— a coalition of four insurgent ethnic groups currently in conflict with the ruling government — and other
ethnic armed organizations, such as the United Wa State Army, to shape a result that preserves Chinese
interests in Myanmar.232 The United Wa State Army provides arms to Northern Alliance members, enjoys
close relations with the Chinese military and operates a self-administered territory in Myanmar that is
accessible to the Tatmadaw only by invitation.233 China has also turned a blind eye to relationships and illicit
economic engagements between ethnic armed organizations and local Chinese officials and businesses in
Yunnan province along the China-Myanmar border, prolonging instability.234
Northern Alliance members and other ethnic armed organizations operate in support of Chinese interests
when convenient. These Chinese interests include securing the border through maintaining a buffer zone,
protecting economic investments and preventing the flow of refugees.235 Because of the high level of
Chinese influence, the Tatmadaw believes that civilian leadership’s demand for a unilateral ceasefire against
the Northern Alliance is capitulation to China.236

Myanmar’s Response to China’s Influence

Myanmar’s political elites became accustomed to close economic and political relations with China during
years of Western economic sanctions. These sanctions were gradually lifted after the military junta dissolved
in 2011, but some were reinstated after Myanmar’s crackdown against the Rohingya.
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Despite welcoming Chinese investment and the BRI, Myanmar has resisted becoming a de facto Chinese
colony. During the Thein Sein administration, Nay Pyi Taw welcomed Western investments and cancelled
the Myitsone Dam project, which was constructed by Chinese companies along the upper reaches of the
Irrawaddy River but was allegedly designed primarily to supply China’s Yunnan province with electricity.
More recently, the government has pushed back against Chinese overreach by renegotiating the terms
of the Kyaukphyu Deep Sea port project, significantly scaling down the project to reduce the likely debt
burden on Myanmar.237

Myanmar has resisted
becoming a de facto
Chinese colony.

Myanmar has also reportedly drafted plans to better protect itself
from China’s potential influence resulting from CMEC investments,
including by insisting that identified projects be selected through
a public-tender process and that Myanmar be allowed to borrow
from multiple sources (beyond Chinese banks) when financing
projects. Japan offers one possible alternative source of funding and
financing.238 Independent Myanmar media and activists, some based
outside of the country, have also exposed Chinese influence and
risks associated with CMEC projects, such as the Myitsone Dam.

Myanmar’s relationship with China continues to evolve. At the April 2019 Belt and Road Forum in Beijing,
Burmese State Counsellor Aung San Suu Kyi met with Chinese President Xi Jinping and approved the signing
of three agreements with China, strengthening cooperation related to CMEC, trade and technology.239
China also agreed to provide a $148-million grant for projects in northern Myanmar.240 However, details
on the status of controversial Chinese projects such as the Myitsone Dam have not been made public.
Furthermore, prospects for conflict stabilization in the border regions between the two countries remain
dubious, which both extends and broadens the horizons of Chinese influence in security issues.241
Given their proximity and the long, troubled history in their relations, Myanmar is in many ways quicker than
other BRI recipient countries to question China’s motives. One example of this dynamic is the Tatmadaw’s
sharp response to China’s positioning with the Northern Alliance. Thus far, however, a strategy for protecting
economic sovereignty from the malign effects of Chinese investments has not yet crystalized, despite
efforts to renegotiate deals and recalibrate the economic relationship. In the coming years, this will be a key
indicator of Myanmar’s ability to resist the dependency on China that it has long sought to avoid.
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MALAYSIA
Malaysia’s landmark 2018 general elections ended 61 years of rule by the Barisan Nasional (BN) coalition,
allowing an opposition party, the Pakatan Harapan (PH), to govern for the first time in the country’s history.
The outcome reflected widespread discontent with BN Prime Minister Najib Razak’s corruption scandals — in
which China played a key role.
Most notably, China allegedly bailed out a Malaysian state investment fund, 1Malaysia Development Berhad
(1MDB), from which Najib had stolen billions to augment his personal fortune and reward allies. In return,
Chinese companies were granted favorable terms to complete major Malaysian infrastructure projects at
inflated costs.242 The elections were also a referendum on the effects of Najib’s reliance on Chinese statedirected financing of infrastructure deals that created opportunities for enormous systemic graft.
With the change in government, Malaysian elites are navigating an increasingly complex relationship
saddled with decades of historical baggage, balancing the desire for continued Chinese investment with
concerns about preserving Malaysia’s independence. The CCP is stepping up efforts to shape the debate
inside Malaysia and protect China’s interests as Kuala Lumpur recalibrates relations with Beijing.

China’s Economic Influence

China exerts significant economic influence in Malaysia through both state-directed investment in
infrastructure projects and bilateral trade. In recent years, the Najib administration encouraged Chinese
investment by leveraging the connections of BN’s coalition partner, the Malaysian Chinese Association
(MCA), a party seeking to represent the country’s ethnic-Chinese minority. Najib signed no less than 14
memoranda of understanding with Beijing, elevating Chinese levels of direct investment in Malaysia to 35
percent of all direct investment inflows in 2017.243
Chinese infrastructure investments in Malaysia have attracted significant attention due to the role of Chinese
business interests in the infamous 1MDB scandal, in which Najib was accused of channeling hundreds of
millions of dollars from the country’s development company to his personal bank account. Many saw Najib’s
deals with Chinese companies as selling off Malaysia’s prized assets to China as compensation for bailing
him out. For example, the sale of Malaysian Edra power assets from 1MDB to China General Nuclear Power
Group (CGN) in 2015, one of the largest power-sector deals in Asia, occurred around the same time that
news broke regarding the 1MDB scandal.244
Chinese investments in the East Coast Rail Link project and the Trans Sabah Gas Pipeline (TSGP) have also
proven controversial. The former is the largest BRI project in the Association of Southeast Asian Nations
(ASEAN), costing an estimated $13.8 billion, with 85 percent funded by the Export-Import Bank of China,
while the latter received $1.13 billion in soft-loan financing from the Export-Import Bank of China.245
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The agreements for both of these massive projects were characterized by their lack of transparency and
Malaysian officials allegedly agreed to have both projects financed at above-market valuations in exchange
for Chinese assistance in bailing out 1MDB.246

China’s Influence in the Information Sphere and Others

The Chinese Communist Party (CCP) has enhanced its influence in Malaysia by strengthening its ties with
the media and political parties. Chinese-language outlets in Malaysia have taken an increasingly proChina stance in recent years and have muzzled independent Chinese-diaspora voices.247 This is partly a
consequence of a campaign by the CCP to coopt the ethnic Chinese diaspora in Malaysia to advance Party
interests. Chinese officials have also recently indicated a willingness to interfere in domestic Malaysian affairs
to defend the diaspora. In response to pro-government protests that denounced ethnic-Chinese Malaysian
leaders in 2015, China’s ambassador warned that China would not sit on the sidelines if others infringed “on
the national interest of China.”248 Pro-China tycoons also own large portions of Malaysia’s Chinese-language
media. For example, the Star newspaper, owned by the MCA, has sought to curry favor with the CCP by
regularly praising Chinese officials.249
The CCP also utilized party ties with the MCA and another BN coalition partner, the United Malays National
Organization (UMNO), to facilitate influence in Malaysia’s political process. Ahead of the 2018 elections, BN
politicians frequently praised Chinese investment as a boon to the Malaysian economy. Chinese government
officials were so frequently seen with BN and MCA politicians that the Chinese Embassy in Kuala Lumpur
had to deny that China favored the BN in the elections.250
China has also enhanced its influence in Malaysia through numerous educational initiatives. The Chinese
embassy funds Chinese-language schools — much to the chagrin of Malaysian conservatives who support
the country’s “one-language policy” of teaching only Malay in the education system. Chinese governmentfunded Confucius Institutes — which promote both Chinese language instruction and a CCP-friendly narrative
— launched at the University of Malaya in 2009, and the first overseas campus of a major Chinese university
— Xiamen University of Malaysia — was established in 2015. The Najib administration also facilitated bilateral
research collaborations between Malaysia’s Institute of Strategic and International Studies (ISIS) and the
Chinese Academy of Social Sciences (CASS).

Malaysia’s Response to Chinese Communist Party Influence

Despite the previous Najib government’s coziness with China, Malaysian civic institutions have remained
remarkably independent. Many in the ethnic-Chinese community want to distance themselves from the CCP,
with local Chinese media quite sympathetic to the plight of activists in Hong Kong and Taiwan opposed to
Chinese government policies.251 Additionally, the fact that Malaysia only permits a maximum of 30-percent
foreign ownership of media organizations has helped to stave off a takeover of the country’s media outlets.
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A robust and open civil society and media, along with free and fair elections, are at least partially responsible
for ousting the corrupt and China-centric rule of Najib Razak. Prime Minister Mahathir Mohamad shined a
spotlight on Najib’s corruption during the election, showing the public how opaque Chinese deals bolstered
state graft while reducing Malaysia’s sovereignty by increasing its financial dependence.
In the months since the PH swept the BN from power, Prime Minister
Mahathir Mohamad’s administration has attempted to reverse
some of the economic and infrastructure agreements made with
China under the Najib administration. Mahathir terminated the East
Coast Rail Link project and scrapped another costly infrastructure
development venture — the $100 billion Forest City scheme in
Johor — and began to strengthen economic ties with Japan as a
counterweight to China.
However, in recent months the Mahathir administration seems to
have changed course regarding China. In a March 2019 interview,
Mahathir expressed a desire to ally economically with China to
benefit from Chinese investment, though he underscored his wish
for Malaysia to remain independent from Chinese influence.252 In
late May 2019, Mahathir announced that Malaysia would rely “as
much as possible” on telecommunications technology from China’s
telecommunications giant Huawei.253 Kuala Lumpur reversed its
decision to terminate the East Coast Rail Link project, but succeeded
in slashing the costs of the original project by about one-third, from
$16.2 billion to $10.7 billion.254

Mahathir Mohamad
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showing the public
how opaque Chinese
deals bolstered state
graft while reducing
Malaysia’s sovereignty.

Malaysia’s response to Chinese influence will depend on whether the Mahathir administration is able to
successfully transfer power to the designated prime minister, Anwar Ibrahim. Most observers expect that
Anwar Ibrahim will continue Mahathir’s approach to China by advocating for Malaysia’s financial sovereignty
without being overly confrontational towards an important neighbor. Anwar has been supportive of
Mahathir’s push to cancel or renegotiate problematic deals with China, but he has consistently referred to
China as an important partner for Malaysia.
A transition conducted under the shadow of corruption could present fresh opportunities for China to
wield economic influence in exchange for preferred access to contracts. The potential for further political
uncertainty at the highest levels only underscores the need for career government officials, party politicians,
independent media and civil society to push for transparency regarding CCP business dealings and
investments in Malaysia.
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THE MALDIVES
As a small archipelagic nation in the Indian Ocean, the Maldives has traditionally enjoyed close relations
with its neighbors, including India, without forming dependencies on a particular country. This historical
pattern changed after a 2012 coup unseated the country’s first democratically elected president, Mohamed
Nasheed, and ultimately ushered in Abdulla Yameen in 2013.
Yameen wanted to orient the Maldives on a path to infrastructure-driven economic growth, and he broke
with tradition by aligning the nation with China. The Yameen administration opened up Malé to extensive
Chinese capital inflows and credit, as a result of opaque deals granting China unique access to infrastructuredevelopment contracts. It also permitted the Chinese Communist Party (CCP) to cultivate government
officials who saw Chinese money as a means of personal enrichment.
The public reacted to Yameen’s corrupt dealings, with China and in general, by voting him out of office in
September 2018. The current administration of President Ibrahim Mohamed Solih has sought to enhance the
Maldives’ resilience to Chinese economic leverage by investigating the Yameen administration’s lopsided
deals with China and abuses of power, as well as reviving economic ties with India and other countries.

Chinese Economic Influence

Yameen’s espousal of investment-driven economic growth and mega-projects dovetailed with the Belt and
Road Initiative (BRI), in a manner that facilitated Chinese economic influence. Infrastructure projects fueled
by Chinese credit became a signature feature of the Yameen years and mired the Maldives in debt, with
three large projects standing out. The China-Maldives Friendship Bridge (Sinamalé Bridge), a $210 million
bridge linking Malé City to the neighboring island Hulhumale, was financed with $126 million in grant aid
and concessionary loans from China.255 Yameen also launched a $400-million project to construct a new
runway at the Velana International Airport.256 This venture was also financed by loans from the governmentowned Export-Import Bank of China, with construction to be performed by the Beijing Urban Construction
Group.257 Under Yameen, the Maldives contracted with China Machinery Engineering Corporation to build
1,500 housing units in Hulhumale, and provided a Chinese company with a sovereign guarantee of $369
million to build an additional 7,000 flats.258 For just three of its largest projects, the Maldives’ borrowing
from China amounted to more than 40 percent of gross domestic product (GDP).259
Allegations of corruption plagued this and many other projects financed by China under Yameen. Current
Minister of Finance Ibrahim Ameer describes the previous administration as engaging in “willful corruption”
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China funded this $210 million bridge linking Malé City to the neighboring island Hulhumale.

An unprecedented
change was made
to the country’s
constitution, without
public consultation
and within the space
of three days, to allow
the sale of land to
foreign parties.

by “getting kickbacks from contractors.”260 Such corruption enriched
Yameen and his compatriots and resulted in inflated project
costs. The overwhelmingly opaque nature of the deals enabled
this rampant graft.261 Information on the terms of deals was not
disseminated in the Maldives, with local media reliant on Chinese
newspapers and contractors’ websites for information.262 This also
reflected the Maldivian government’s remarkable comfort with
allowing Chinese state-owned enterprises to control information
regarding the Maldives’ infrastructure plans.263
Although the Solih administration is still trying to uncover and
calculate the massive amount of loans taken from China under
Yameen, the minister of finance has estimated that the country owes
China $1.4 billion.264 Largely as a result of the levels of Chinese
credit, a visiting International Monetary Fund (IMF) mission to the
Maldives in March 2019 determined that the “Maldives remains at a
high risk of debt distress.”265
Another feature of the Yameen administration was a concerted
effort to increase Chinese tourism to the Maldives. The number of
Chinese tourists visiting the Maldives was already on the rise before
Yameen assumed office — something that would normally boost the
Maldivian economy.266 Yameen stood out by coordinating with the
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Chinese government, building infrastructure suggested by Chinese government officials, and providing
below-market-value assets to Chinese development companies to secure continued tourist arrivals.267 By
linking tourism flows with Chinese-financed infrastructure development, Yameen was in effect increasing
the Maldives’ economic dependence on China.

Other Forms of Chinese Influence

Confident that his administration would seek to prevent criticism of its dealings with China, the CCP did
not need to expend much effort manipulating the Maldives’ information space under Yameen. Beijing
nevertheless partnered with the Yameen administration to burnish the image of China in the eyes of the
Maldives’ political and economic elites, as well as ordinary citizens. Three hundred civil servants from the
Maldives visited China for professional training in 2017.268 The Chinese government has engaged in public
diplomacy efforts, such as donating light-emitting diode (LED) light bulbs across the country and working
with the Maldives’ Ministry of Health to sponsor cataract operations.269
To help shape the China narrative among Maldivian elites, China supported the development of the
Maldives China Trade and Cultural Organization (MCTCO), which established an online space including
a blog and other social media platforms to enable China-Maldives engagement. The MCTCO facilitates
bilateral relations by translating local news in the Maldives to Chinese and vice versa. The MCTCO has also
aspired to engage in strategic collaboration and academic research stressing China’s positive contributions
to the country, particularly through the BRI. In an indication of the close relationship between the MCTCO
and Chinese government interests, the vice president of the MCTCO was appointed a member of the
steering committee of the Belt and Road NGO Cooperation Network.270
Unsurprisingly, the CCP sought to bolster Yameen’s reelection chances in the 2018 presidential election.
For example, two weeks before the election, China gifted 35 power generators to the government for
a celebratory event with fireworks.271 Both China’s gift and the event itself were exceptional because of
the timing and the normal restrictions on fireworks displays in the Maldives.272 Additionally, China and
the Yameen administration scheduled various activities celebrating the opening and inauguration of the
China-Maldives Friendship Bridge (Sinamalé Bridge) just prior to the 2018 election, despite the bridge’s
unfinished status.273

The Maldivian Response to Chinese Influence

Yameen dulled the Maldivian government’s ability to counter Chinese economic influence through legal and
institutional changes that facilitated Chinese investment deals and corruption between Chinese companies
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and Maldivian officials. For example, one of the first pieces of legislation Yameen introduced was the
Special Economic Zones (SEZ) Bill, meant to attract foreign investment through tax and other incentives. The
opposition Maldivian Democratic Party (MDP) had noted that the SEZ Act, passed weeks before Chinese
President Xi Jinping’s visit to the Maldives, facilitates money laundering.274

Despite the
overwhelming
efforts of the Yameen
administration to
open the Maldives
to Chinese influence,
Maldivian civic
organizations and
independent media
remained intact.

Laws and amendments passed without adequate or customary
means of public consultation were a common feature of the Yameen
years. For example, an unprecedented change was made to the
country’s constitution, without public consultation and within the
space of three days, to allow the sale of land to foreign parties.275
Opposition forces criticized the fast-tracking of the amendment,
fearing that it could facilitate Chinese military presence in the
Maldives. An amendment to the Tourism Act also facilitated the
lease of islands without competitive bidding, which the opposition
alleged “legalizes corruption.”276 Following this change, one island
was leased to a Chinese company for 50 years.
Similarly, Yameen fast-tracked the debate and legislative process
to approve the China-Maldives Free Trade Agreement (FTA). The
parliamentary committee to study the FTA met behind closed doors
and rushed through thousands of pages of FTA documents in just
10 minutes.277 The legislation was reportedly passed the next day
with only 30 votes from “ruling party lawmakers in the 85-member
legislature” in an impromptu meeting that the MDP boycotted.278
Ignoring the opposition’s criticism of the lack of due process and the
undermining of Maldivian sovereignty, Yameen signed the FTA on a
state visit to Beijing in 2017.25

Despite the overwhelming efforts of the Yameen administration to open the Maldives to Chinese influence,
Maldivian civic organizations and independent media remained intact. Although the Yameen administration
was not transparent in disseminating information regarding Chinese construction projects, the local media
was able to access Chinese media reports regarding the development of housing projects in Hulhumale.279
Additionally, local media served as a check on the Sinamalé Bridge project, noting that the Chinese stateowned enterprise CCCC Second Harbour Engineering Company had been blacklisted by the World Bank
due to corrupt business practices.280
Although the 2018 presidential election took place against the backdrop of political authoritarianism
and democratic decline, an active civil society, watchful media and vigorous opposition were able to oust
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Yameen. The new Solih administration is seeking to repair damage to the Maldivian economy resulting from
the Yameen administration’s excessive reliance on Chinese credit.281
To increase resilience against Chinese economic influence and indebtedness to China, Solih has diversified
international sources of financing by reviving economic ties with India and other nations and seeking to
access international capital markets. The Solih administration has also sought to pull back the curtain on
the rampant corruption and malfeasance under Yameen by establishing the Presidential Commission on
Corruption and Asset Recovery.282 The Solih administration is also considering abandoning the rushed FTA
with China. As former President Nasheed remarked, “China is not buying anything from us. It’s a one-way
treaty.”283
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AUSTRALIA
The Chinese Communist Party (CCP) has sought to shape Australia’s approach to China and weaken its
alliance with the United States by influencing Australian public opinion and interfering in the political
process. Beijing’s efforts have leveraged the growing importance to Australia of its economic relationship
with China. The CCP has exploited ties with elites, often through seemingly innocuous cultural organizations,
and has attempted to use Chinese nationals — as well as select members of Australia’s ethnic-Chinese
diaspora — to penetrate and shape decision-making at the highest levels in Canberra.
Despite these inroads, Australia has demonstrated resilience to CCP influence tactics. Civic networks,
particularly in the ethnic-Chinese diaspora community, and the country’s vigorous independent media have
helped expose the CCP’s information and political influence efforts. Australia’s accountable government has
responded to CCP malign influence by passing laws that better protect the country. This robust response
can serve as a model for other countries that have already encountered similar challenges — or may soon
face them.

Economic Influence

Australia has enjoyed one of the longest uninterrupted economic growth streaks of any country in modern
history.284 Though largely attributable to Australia’s domestic economic policies, the country’s economic
ties to a rising China have also played a central role in this growth. Trade and investment data underscore
the extent of Australia’s economic engagement with China. In 2017, Australia’s trade in goods with China
accounted for more than 27 percent of Australia’s total trade.285 Furthermore, China was Australia’s numberone export destination for both goods and services during the period from 2017 to 2018.286 Canberra’s
politicians and elites are well aware of China’s importance to the national economy, and these views are
mirrored by the Australian public, which considers China mostly benign.287 Ultimately, China’s efforts to
influence Australia’s strategic choices are underpinned by the presumption that Australia’s economic future
is tied to China.

Political Interference

The CCP has sought to interfere in Australia’s internal debate and policy process regarding its approach
to an increasingly powerful China. The CCP deploys political donations and agents of influence to change
Australian government policies, cultivates prominent Australians to sway public and elite opinion, and
establishes research institutes on university campuses that reinforce CCP interests.
The CCP’s United Front Work Department — which undertakes influence operations both in China and
abroad — uses both legal and illicit methods to pressure Australian politicians to adhere to CCP wishes.
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Salient features of this approach include offering donations or other in-kind contributions to politicians who
state positions that are solicitous of CCP goals; contributing to political parties while implying that the CCP
expected certain actions in return; and threatening to withhold political contributions if intended recipients
did not behave in a certain way. In addition to targeting politicians and political parties, the CCP has also
utilized this approach toward universities and research centers.
The potential for CCP interference to shape Australian politicians’ views and actions is perhaps best
illustrated by the case of Sam Dastyari, a former federal senator (2013–2017) and a member of the
opposition center-left Australian Labor Party (ALP). While in Parliament, Dastyari developed close ties with
Chinese citizen and then-Australian permanent resident Huang Xiangmo, a billionaire property developer
and chairman of an organization associated with the CCP’s United Front Work Department.288

The CCP has
penetrated Australian
university campuses,
monitoring and
reporting on Chinese
nationals who espouse
anti-CCP views.

Huang legally donated more than $1 million Australian dollars (AU)
to the ALP, much of it raised by Dastyari.289 Dastyari’s relationship
with Huang appeared to shape his approach to the China policy
debate when in 2016, with Huang standing beside him, he publicly
opposed both his party and the Australian government’s stance
on territorial disputes in the South China Sea.290 Although he
initially downplayed his comments when they were revealed by
Australian media — saying that he misspoke, mumbled and was
naïve — Dastyari’s behavior pointed to a likely quid pro quo with
Huang.291 Just one day prior to Dastyari’s press conference, Huang
had cancelled an AU$400,000 contribution to the Labor Party after
Labor defense spokesman and Senator Stephen Conroy criticized
China’s behavior in the South China Sea. Dastyari’s prepared
remarks, which supported China’s policies, therefore appeared as
an attempt to restore the cancelled donation.292

Huang’s largesse benefited both Australian political parties, as his contributions exceeded AU$2 million.
However, Dastyari’s case is unique for the closeness of his ties with Huang. After Australian media revealed
that Huang had also settled Dastyari’s AU$5,000 legal bill, and that Dastyari had warned Huang that his
phones were likely tapped by the Australian Security Intelligence Organization (ASIO), Dastyari resigned
under pressure.293

McKenzie, Nick, et al. “Labor Senator Sam Dastyari Warned Wealthy Chinese Donor Huang Xiangmo His Phone Was Bugged.” Sydney Morning Herald, 29 Nov. 2017, www.smh.com.
au/politics/federal/labor-senator-sam-dastyari-warned-wealthy-chinese-donor-huang-xiangmo-his-phone-was-bugged-20171128-gzu14c.html.
289
Lee, John. “Australia’s Experience with Chinese Influence Operations.” Unpublished paper, 2018.
290
The Australian Labor Party and Australian government supported the July 2016 Permanent Court of Arbitration ruling against Chinese claims in the South China Sea. However,
when answering a question during a parliamentary press conference, Dastyari (with Huang standing beside him) directly contradicted the Australian government’s stance by stating that
Australia should remain neutral and essentially respect China. See Lee. “Australia’s Experience with Chinese Influence Operations.”
291
Murphy, Katharine. “Sam Dastyari Told to Resign from Senate Positions after China Revelation.” The Guardian, 29 Nov. 2017, www.theguardian.com/australia-news/2017/nov/30/samdastyari-told-to-resign-from-senate-positions-after-china-revelation.
292
McDermott, Quenin. “Sam Dastyari Defended China’s Policy in South China Sea in Defiance of Labor Policy, Secret Recording Reveals.” ABC News, 29 Nov. 2017, www.abc.net.au/
news/2017-11-29/sam-dastyari-secret-south-china-sea-recordings/9198044.
293
Massola, James. “Chinese Donor the Yuhu Group Steps in to Help Sam Dastyari.” Sydney Morning Herald, 27 Mar. 2015, www.smh.com.au/politics/federal/chinese-donor-the-yuhugroup-steps-in-to-help-sam-dastyari-20150327-1m9be2.html; McKenzie, et al. “Labor Senator Sam Dastyari Warned Wealthy Chinese Donor Huang Xiangmo His Phone Was Bugged.”;
Williams, Jacqueline. “Australian Lawmaker Quits amid Questions over China Ties.” The New York Times, 12 Dec. 2017, www.nytimes.com/2017/12/12/world/australia/sam-dastyariresigns-china.html.
288

CHINESE MALIGN INFLUENCE AND THE CORROSION OF DEMOCRACY

Chinatown in Melbourne. Civic networks in Australia’s large ethnic Chinese diaspora community have helped to
expose CCP influence efforts.

Infiltrating the Chinese Diaspora Community

Immigrants from China make up the second-largest group of immigrants in Australia.294 Additionally,
Australia rates as a highly attractive destination for students from mainland China. China contributed
231,191 student enrollments to Australia in 2017 — comprising 28.9 percent of all foreign students for that
year and representing the single largest contributor of foreign students.295
The CCP has sought to manipulate the large number of Chinese immigrants and nationals resident in
Australia for its own ends. In an attempt to infiltrate the diaspora community, the CCP has penetrated
Australian university campuses, monitoring and reporting on Chinese nationals who espouse anti-CCP
views or those who organize pro-Taiwan or pro-democracy activities.296 In fact, the CCP infiltrated the
Chinese diaspora community as early as 2008, when it mobilized students to march on Parliament House
in Canberra to defend the Olympic torch against anti-China protesters as it made its way to Beijing for the
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Australia’s robust
independent media
has played a central
role in exposing CCP
influence.

2008 Olympic Games.297 Prior to Chinese Premier Li Keqiang’s visit
in 2017, the Chinese consul general in Sydney met with Australians
of Chinese ancestry to organize rallies in support of Li’s visit, and to
shield anti-China protests from public view.298

Members of the Chinese diaspora who opposed the party line
were promptly identified as candidates for punishment, in a
move designed to instill fear in the broader Chinese-Australian
community. The case of Feng Chongyi, a professor at the University
of Technology Sydney, is particularly alarming. An expert on Chinese
domestic politics, civil society and human rights, and a critic of CCP
influence in Australia, Feng was detained by CCP authorities while
on a research trip to Kunming, barred from leaving China for more
than a week and interrogated about his relations with Australian officials.299 The CCP saw Feng as a thorn in
its side, and used Feng’s detention to warn other Chinese-Australians not to work on sensitive issues that
risked tarnishing the image of the CCP.

Australia’s Response to Chinese Communist Party Influence

Australia’s response to CCP efforts to interfere in its political system and manipulate its information space
is a testament to the importance of resilient democratic institutions. This resilience manifested itself in four
key ways. First, the center-right Malcolm Turnbull government (2015–2018) utilized a transparent and crosspartisan approach when initiating legislation to counter Chinese government and foreign interference,
maximizing the prospects that the policies would remain in place regardless of potential governmental
change.300
In late 2017, the Turnbull government introduced three bills designed to protect Australia from CCP and
other foreign interference efforts. After a period of lengthy debate and opportunity for public comment, all
bills were passed in 2018, with some amended in April 2019. The three laws require transparency regarding
political activities undertaken on behalf of foreign principals, strengthen espionage protections and prohibit
donations of more than AU$100 from foreign governments and state-owned enterprises to political parties
— or to finance the political debate.301
Second, civic groups and the general public have been integral parts of the policy response to Chinese
interference, providing feedback to Canberra’s legislative process as the government drafted these laws
and initiating a healthy public debate.302 As evidence of a free and open discussion, two groups — each
consisting of leading academics, former government officials and ethnic Chinese individuals — submitted
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open letters commenting on Australia’s parliamentary review of Turnbull’s legislation.303 Ironically, members
of the Chinese diaspora — the group that the CCP sought to infiltrate — were vital to exposing CCP activities
and mounted vigorous efforts to counter CCP sharp power.304
Third, Australia’s robust independent media has played a central
role in exposing CCP influence and examining the Australian
government’s response to CCP tactics against the backdrop
of Australia’s democratic traditions. The media has served as a
watchdog, facilitating the dialogue between civil society and the
government, and ensuring the government’s response does not
infringe upon freedom of speech and expression.
Finally, Australia’s response — spanning both the government and civil
society — has remained stalwart in the face of CCP pressure tactics.
After Turnbull unveiled the three anti-foreign-interference bills in late
2017, China accused Australian officials of making “irresponsible
remarks.”305 The Global Times, an official CCP publication, criticized
Australia’s “2017 Foreign Policy White Paper” — which reflected
broad concerns regarding China’s role in the Indo-Pacific — arguing
that “while [Australia] is economically dependent on China, it shows
little gratitude.”306 The CCP has also delayed wine shipments from
Australia at Chinese ports, signaling that Australia’s economic ties
with China could be at stake.307

A democratic process
that encouraged
open debate,
combined with a
robust civil society
and independent
media, bolstered
Australia’s resilience
to malign foreign
influence.

In early 2019, state-level actors — widely believed to be from
China — hacked Australia’s parliamentary computer system.308 In
April 2019, it was revealed that Chinese government actors had
forcibly questioned — on Australian soil, no less — a Chinese Australian who was working with the Turnbull
government’s investigation into CCP interference.309 Prior to the May 18, 2019, Australian elections, the CCP
attempted to tarnish the image of the incumbent government of Prime Minister Scott Morrison by mocking
his conservative government on WeChat, a Chinese social media platform widely used by the Chinese
diaspora community.310
The Chinese government has also sought to silence Chinese-language media outlets in Australia that have
been critical of the CCP. The Chinese consulate general in Sydney pressured the Georges River Council to
ban the Vision China Times, an Australian Chinese-language newspaper, from sponsoring the Georges River
Lunar New Year event. The consulate general deemed the paper too critical of China and noted that if Vision
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China Times were listed as a Lunar New Year sponsor, then the Chinese consulate would not participate in the
festivities.311 Vision China Times manager Maree Ma eventually convinced the council to reverse its decision,
which greatly irked the Chinese consulate.312
Despite these efforts, Australia pursued a healthy public discussion around the three bills and Chinese
government interference writ large. The Australian government also punished Huang Xiangmo by denying
his application for Australian citizenship and cancelling his permanent residency in 2019 on the grounds of
poor character, inconsistent responses to ASIO and ties with the CCP.313
Australia’s response to CCP influence offers valuable lessons for other countries that have been, or will soon
be, targets of China’s malign tactics. A democratic process that encouraged open debate, combined with
a robust civil society and independent media, bolstered Australia’s resilience to malign foreign influence. It
appears likely the CCP will continue its efforts to shape Australia’s internal narrative and policies regarding
China. Australia’s maintenance of transparency and inclusivity throughout the process of protecting its
institutions has left its society stronger and more prepared for future attempts at foreign interference.

McKenzie, Nick, et al. “China Pressured Sydney Council into Banning Media Company Critical of Communist Party.” ABC, 9 Apr. 2019, www.abc.net.au/news/2019-04-07/chinapressured-sydney-council-over-media-organisation/10962226.
312
McKenzie, et al. “China Pressured Sydney Council into Banning Media Company Critical of Communist Party.”
313
Conifer, Dan, and Stephanie Borys. “Australia Denies Citizenship to Chinese Political Donor Huang Xiangmo and Strips His Permanent Residency.” ABC, 5 Apr. 2019, www.abc.net.au/
news/2019-02-06/australia-denies-citizenship-chinese-businessman-huang-xiangmo/10784512.
311

CHINESE MALIGN INFLUENCE AND THE CORROSION OF DEMOCRACY

CONCLUSION
From Europe to West Africa, China’s malign influence corrodes developing countries’ democracies,
undermines their independence, and presents a daunting and novel strategic challenge to the United
States and the rules-based, liberal democratic order. The U.S. and its democratic partners have only just
begun to comprehend the scale of the threat posed by the CCP’s campaign to shape the world to serve
China’s interests — an effort that is directly at odds with democratic principles and sustainable development.
As the case studies explored in this report demonstrate, Beijing has utilized sophisticated influence
methods tailored to exploit local conditions and governance weaknesses in countries at varying stages of
development. Given their success rate thus far and the relationship of these efforts to China’s long-term
needs and ambitions, these efforts are likely to intensify.
The CCP’s approach to the developing world is integral to fueling the Chinese economy and ensuring the
promised “rejuvenation” of China to great power status — both of which are crucial to the Party’s continued
legitimacy. As China’s economy continues to slow, it will leverage countries’ financial dependence to achieve
quick returns on investments and use heavy-handed “sharp power” efforts to shape the narrative in a way
that protects Chinese interests.
As part of this effort, the CCP is likely to redouble advocacy in the developing world to shore up the
legitimacy of China’s authoritarian model, casting doubt on the value of democracy as a catalyst for rapid
economic development. China’s provision of a greater array of surveillance and monitoring tools to friendly
autocrats will help those rulers to stay in power while corroding civic rights in those countries. Moreover,
the continuation of opaque investment deals and the proliferation of risky debt will undermine sustainable
development, nourish kleptocracy and threaten the independence of countries that have welcomed Chinese
investment and either turned a blind eye to malign interference or remain unaware of its consequences.
The CCP’s aggressive influence campaign will not change unless it begins to see negative consequences.
For this reason, it is critical that the United States and its partners invest in shoring up the resilience of the
countries that China has targeted. As this report demonstrates, even in countries where China has made
significant inroads, the persistence of strong institutions — for example, a robust independent media — can
provide a bulwark against further expansion of Chinese interference, and may even contribute to its retreat.
The effort to help vulnerable countries push back against Chinese interference should include measures
such as raising awareness of CCP influence tactics within private enterprise, academia, and government,
and bolster the capacity of civil society, political parties, and independent media to expose and counter
such tactics. These institutions are critical to recipient countries’ ability to monitor Chinese project
implementation, protect the rule of law, and permit open public debate about how to engage China in a
way that preserves their independence and democracy.
Such efforts are of particular importance in economically disadvantaged countries with poor governance
practices, where there is limited understanding of the CCP’s long-term motivations and the potential
consequences of massive Chinese investment. Corrupt elites stand to reap immense profits from bloated
infrastructure projects, but promised jobs often fail to materialize for ordinary citizens as their countries fall
further into debt.
To this end, the U.S. and its democratic partners should lead a united effort to offer alternatives to China’s
investment and financing, as well as technical assistance on business practices such as project negotiations.
Renewed investment in development finance — particularly the U.S. International Development Finance

71

72

Conclusion

Corporation (USIDFC) — is a good start. Collaboration with the World Bank and the International Monetary
Fund on targeted infrastructure projects would also go a long way, as would in-country training on best
practices for structuring deals with unilateral investors like China.
Without dedicated leadership from the U.S. and a clear understanding of the nature of the threat posed by
China’s global influence efforts, we can expect to see a rapid diminution of stable, law-abiding democracies
and attendant expansion of China’s strategic advantage. By learning from the vulnerabilities and sources of
resilience in the countries where China has made (or sought to make) inroads, the U.S. and its partners have
the opportunity to build their own sophisticated counter-strategy dedicated to preserving the integrity of
democratic institutions and practices that have delivered unprecedented global prosperity and security.
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