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1. Introduction

Some twenty years after the first major incursions of Chinese policy banks into the developing
world, what some scholars once termed “patient capital” appears to have become, in many
respects, less patient. A development finance model that initially stood apart—disconcerting for
some, promising for others—has, in notable ways, converged with some forms of commercial
finance it once contrasted with. At the same time, traditional donors and development lenders
have selectively incorporated elements of the Chinese approach, particularly the idea that
development finance should generate mutual benefits for both recipients and providers within a
market-based framework.

Yet Chinese Development Finance (CDF) still differs—not only in its stated aims and the
specificity of its delivery, but also in how it is perceived: as both a real and imagined alternative
to dominant models of development cooperation. As some traditional donors increasingly
demand commercial returns, and others—most notably the United States—have retreated from
certain ideals of international solidarity through institutional restructuring and political
retrenchment, many in the Global South view China as a pragmatic and respectful partner.
Others, however, remain sceptical of China’s approach, concerned that CDF is overly profit-
oriented, narrowly focused on infrastructure, and prone to engaging only with central government
elites.

After two decades of implementation and transformation—both within China and globally—this
is a critical moment to reassess what CDF is and what it is becoming. How does it support, or
hinder, the developmental aspirations of countries seeking to meet the Sustainable Development
Goals (SDGs) by 20307 This report addresses these questions through a comprehensive review
of evidence, drawing on Chinese and international scholarship, complemented by original
research on Chinese official discourse and perspectives from both the Global South and North.
The analysis develops what is, to our knowledge, the first integrated account of a broad range of
relevant issues pertaining to CDF, highlighting how CDF is evolving, the opportunities and
constraints it creates for partner countries, and the tensions it faces in balancing commercial
imperatives with developmental ambitions.

The report is organised as follows. Section 2 outlines the international context in which CDF has
emerged and evolved as an alternative source of development finance. Section 3 examines the
discourses surrounding CDF within China, focusing on how it is framed and legitimised. Section
4 analyses the institutional architecture of CDF and the range of actors that cooperate and
compete in shaping it. Section 5 examines CDF’s engagement in the developing world, focusing
on loan and project portfolios, contractual structures, policy space, debt dynamics,
sustainability, and geopolitical context. Throughout, the report highlights the dynamic nature of
CDF and highlights the following findings:

In Chinese official and academic discourse, overseas development finance is framed as an
extension of the domestic model and as a central pillar of the Belt and Road Initiative and South-
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South cooperation. In response to foreign criticism—particularly around “debt traps”—Chinese
officials and scholars stress shared responsibility for debt outcomes, the voluntary nature of
participation, and the absence of political conditionality. Increasingly, Chinese analysts
advocate for “small and beautiful” projects that are modest in scale but high in social impact,
aiming to strengthen CDF’s alignment with the SDGs and improve perceptions abroad. At the
same time, domestic discourse acknowledges operational shortcomings, from uneven
safeguard practices to weak corporate social responsibility standards among some
implementing firms.

CDF’s institutional architecture is extensive but fragmented. Senior political leaders set strategic
direction, while key ministries formulate policy and oversee coordination. Policy banks—the
China Development Bank and the Export-Import Bank of China— alongside large state-owned
commercial banks finance the majority of overseas projects, with state-owned enterprises
dominating implementation. Strategic coordination is strong, but institutional rivalries,
overlapping mandates, and differing operational priorities frequently challenge coherence. Co-
financing with multilateral development finance institutions offers opportunities to align
procedures and safeguards, but also exposes these differences.

The scope of CDF varies sharply between the domestic and international arenas. At home,
development finance supports a broad array of objectives, from poverty alleviation and social
welfare to industrial upgrading, the green transition, and infrastructure expansion. Abroad, the
focus narrows to commercially bankable, capital-intensive infrastructure in transport, energy,
and industrial sectors, with limited direct engagement in social sectors or institutional capacity-
building. This divergence reflects institutional mandates, the incentives of policy and commercial
banks, and the requirements for predictable returns in foreign markets.

Financing remains overwhelmingly debt-based. Contracts are highly standardised and lender-
protective, incorporating clauses such as cross-default provisions, offshore escrow accounts,
and “No Paris Club” commitments. These reduce repayment risks for lenders but can constrain
borrower flexibility, particularly during debt distress or when working with other creditors.
Growing recognition of these constraints has spurred some Chinese stakeholders to explore
closer alignment with multilateral debt treatment frameworks.

CDF has entered a “post-peak” phase, marked by reduced sovereign lending, greater reliance on
off-balance-sheet mechanisms, expanded use of public—private partnerships, and a modest but
growing focus on green finance and digital infrastructure. While large-scale transport, energy, and
industrial projects remain central, climate-related investments and digital connectivity are
increasing—driven by rising debt risks in partner countries, underperformance in some flagship
projects, and changes in China’s domestic economy.

Borrower agency under CDF varies significantly. In countries with strong institutions and coherent

policy frameworks, governments have used Chinese finance to advance national priorities and
negotiate adjustments in project terms or scope. In weaker governance contexts, CDF has at
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times reinforced executive dominance, reduced public participation, and heightened fiscal
vulnerabilities.

Debt sustainability remains a pressing concern. “Debt-trap” narratives oversimplify complex
realities, but the commercial orientation of much CDF can increase repayment pressures in
fiscally constrained settings. Effective management requires transparent loan disclosure,
rigorous project appraisal, repayment structures aligned with macroeconomic stability, and
improved coordination between Chinese lenders and multilateral creditors during debt
restructuring.

Although Chinese policy discourse increasingly references environmental and social
sustainability, resource allocation still favours projects with clear commercial returns.
Implementation quality improves when borrower institutions enforce strong standards and when
Chinese financiers adoptrobust disclosure and stakeholder engagement practices. Co-financing
with foreign development and commercial banks can combine Chinese speed and scale with
international safeguards and procurement norms, though procedural alignment remains a
challenge.

In sum, CDF today operates as a hybrid model: state-led yet market-sensitive, globally ambitious
yet domestically anchored, commercially oriented yet couched in the language of partnership
and South-South solidarity. Its future trajectory will depend both on China’s ability to balance
commercial discipline with developmental ambition, and on the capacity of borrowers to engage
strategically—leveraging competition among financiers, strengthening institutions, and aligning
investments with long-term sustainable development.
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2. Context

The rise of CDF in the early 21st century has taken place within a global development finance
architecture long dominated by a small group of primarily Western-based donors and
international financial institutions. This system, built on a foundation of multilateralism and
formalised cooperation through institutions such as the World Bank, the International Monetary
Fund (IMF), and the OECD, has evolved over decades into a complex web of mechanisms,
priorities, and governance standards. This section contextualises the emergence of CDF within
that landscape, examining how it relates to—and interacts with—established forms of
development finance. While a comprehensive historical overview is beyond our scope, several
key features of the global development finance system that China came to engage with, partially
challenge, and reshape from the early 2000s onwards are worth highlighting.

Mainstream development finance, with roots in the Bretton Woods institutions established in
1944, had by the 1990s and early 2000s settled into a familiar pattern: donor-led, market-
oriented, and grounded in a strong belief in policy conditionality. On one side, institutions such
as the IMF, the World Bank, and regional development banks provided finance while promoting
and enforcing structural adjustment programmes and governance reforms. The emphasis was
placed on macroeconomic stability, privatisation, market liberalisation, and fiscal restraint—
principles intended to promote long-term growth and creditworthiness. However, these
approaches often imposed short-term social costs on vulnerable populations and constrained
the policy space available to recipient countries seeking to pursue development strategies
outside of liberal market frameworks (Addison et al., 2005). On the other, the OECD’s
Development Assistance Committee (DAC) served as the key institutional hub for defining and
standardising what counted as development assistance, effectively framing how development
finance was understood and measured. The DAC set norms for Official Development Assistance
(ODA), promoted policy conditionality, and encouraged alignment of aid flows with liberal
governance models (Mawdsley, 2012; Zeitz, 2021). Donor governments emphasised aid
effectiveness, coordination, and measurable results through frameworks such as the 2005 Paris
Declaration and the 2008 Accra Agenda for Action (Mawdsley et al., 2014). Yet for many in the
Global South, these frameworks were experienced as technocratic and top-down, with limited
space for recipient countries to define their own priorities in line with their own visions of
sustainable development (Singh, 2019).

Following the 1990s, mainstream development cooperation had increasingly moved away from
large-scale, productivity-enhancing investments toward social sectors such as education and
health. While infrastructure finance did not vanish, it declined as an overall percentage of foreign
aid (Glennie, 2008). For example, by the early 2000s, the World Bank had reduced infrastructure
investment to less than 30 percent of its total lending, while other donors followed suit, driven
partly by shifting priorities and partly by the growing influence of environmental and human rights
regulations and advocacy pressures (Katada & Liao, 2020: 453). Donor strategies increasingly
shifted also towards financialised approaches such as microfinance, social enterprises, and
public—private partnerships (Carroll, 2015; Mawdsley, 2015). Despite a renewed focus on poverty
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reduction, these strategies remained committed to market-based tools and risk-sharing
arrangements that emphasised private sector engagement as a route to delivering sustainable
development. Critics argued that such approaches—while innovative—sometimes sidelined
core public investment needs, particularly in sectors such as water, sanitation or rural transport
where market failures were acute or where returns on investment were long-term or uncertain
(Griffith-Jones, 2016; Vervynckt & Romero, 2017).

By the early 2000s, scepticism toward traditional aid had grown among both donors and
recipients. Some actors in the Global South expressed nostalgia for earlier eras of state-led
infrastructural and industrial transformation—the kind of strategies that had propelled several
Asian economies (Kim, 2011; Gonzalez-Vicente, 2019). China’s own emphasis on infrastructure
and growth-oriented finance became increasingly attractive in this evolving context. This
approach was shaped in part by China’s experience as a major recipient of Japanese aid during
the 1980s and 1990s (Katada & Liao, 2020), but also by domestic pressures, including
overaccumulation in the construction sector and the imperative to secure new markets
(Gonzalez-Vicente, 2019). At the same time, mainstream development assistance came under
growing scrutiny from policymakers, academics, and the public, contributing to the emergence
of a so-called “post-aid world” characterised by waning donor enthusiasm and an increased
reliance on alternative sources of finance, such as remittances, foreign direct investment, and
philanthropic capital (Mawdsley et al., 2014).

It was into this evolving and contested environment that China began to emerge as a major
provider of development finance. China entered as something of an outsider—not only because
mainstream actors were hesitant to accommodate its distinct approach, but also because of
China’s decision to remain outside institutions such as the DAC, the Paris Club, and the OECD’s
Export Credit Group. This deliberate distancing allowed China to pursue a development
cooperation model with greater strategic flexibility, unencumbered by many of the procedural
and normative constraints that shaped traditional donor practices. This period also saw the
arrival of other new or re-emerging donors, including India, Brazil, South Africa, Turkey, Saudi
Arabia, Kuwait, the UAE, Russia, Israel, Venezuela, Thailand, and Mexico. Yet the scale and
orientation of their involvement varied. Some, like Mexico, South Africa, and Brazil, focused on
technical cooperation, peacekeeping, scholarships, and humanitarian relief, with little
engagement in direct development finance (Faust & Neubert, 2010; Law Library of Congress,
2013; Studer, 2015). In contrast, China, India, Turkey, Saudi Arabia, Kuwait, the UAE, and
Venezuela emerged as more significant providers of development finance. Among these, only
Turkey joined both the DAC and the OECD Export Credit Group, signalling the decentring of the
global development finance landscape.

Non-DAC donors employed a diverse set of tools including humanitarian grants, concessional or
zero-interest loans, resource-backed loans, export credits to promote donor-country exports,
and debt relief (UNDP, 2016; Chen, 2018). These were often delivered as blended packages that
combined several elements, and in many cases included tied aid—requiring recipients to
purchase goods or services from the donor country (Gonzalez-Vicente, 2019). Many of these
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instruments were not fundamentally new and were already present in the traditional
development finance landscape. Blended finance predates China’s rise, particularly through
institutions like the International Finance Corporation, the DAC, and European development
banks, which employed partial risk guarantees, co-financing agreements, and mechanisms to
leverage private capital for infrastructure development. The term “blended finance” itself gained
institutional traction in the 2010s, and many mainstream actors now view the combination of
foreign aid and private finance as essential to delivering on the SDGs. Nonetheless, critics have
raised concerns about the burden placed on the public sector to safeguard commercial returns,
warning that profit imperatives may undermine broader sustainable developmental objectives
(Mawdsley & Hughes-McLure, 2024: 350). These debates underscore a fundamental tension
within the SDG agenda: the drive for inclusive and equitable development coexists uneasily with
mechanisms that rely heavily on profit-seeking capital.

The Chinese approach to blended finance is often seen as distinctive in its reliance on state-
backed loans—sometimes concessional—delivered through policy banks that support the
internationalisation of Chinese firms. Some have examined this approach through the lens of
“public entrepreneurship”, highlighting the mobilisation of large-scale, long-term finance
through state-backed institutions as a means of counterbalancing some of the perceived
rigidities and limitations of established donor frameworks (Xu & Carey, 2015). Yet this, too, can
be interpreted as a strategy to de-risk or subsidise private capital and state-owned enterprises in
their overseas expansion. As such, the coexistence—and at times incompatibility—of
development goals with profit-seeking motives has come under increasing critical scrutiny. Over
time, debates have shifted away from simple binaries of convergence and divergence, towards
more nuanced questions of governance, institutional structure, and portfolio composition (Chin
& Gallagher, 2019; Taggart et al., 2025). Key areas of focus include China’s near-exclusive
emphasis on infrastructure, its adherence to a principle of hon-conditionality in lending (more
specifically, the absence of policy demands), and a demand-driven approach implemented
through policy banks and other state-linked channels (Humphrey & Michaelowa, 2019; Hameiri
& Jones, 2025). These features raise important questions about the alignment of Chinese finance
with SDG principles, including those related to environmental sustainability, inclusivity, and local
ownership. Inregions where infrastructure gaps are a major bottleneck to economic growth, such
alignment may appear stronger. However, concerns around debt sustainability, social
safeguards, and transparency continue to pose challenges to a coherent narrative of
developmental impact.

Importantly, these are not two static models. Both Chinese and traditional approaches have
evolved in response to each other. Multilateral institutions, for instance, have become more
flexible in countries with access to Chinese finance, often reducing governance-related
conditionality and adjusting sectoral priorities. In some cases, this has meant attaching fewer
policy reform requirements to loans (Hernandez, 2017), or shifting resources towards large-scale
infrastructure in energy and transport to compete with Chinese offers, as in the World Bank’s
unprecedented guarantee for the Sankofa gas project in Ghana after an earlier Chinese-funded
venture (Zeitz, 2021). In other contexts, competition has encouraged greater alignment with
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borrower preferences and a move towards “joint ownership” of reforms with national authorities,
emulating aspects of China’s more state-led and relationship-driven engagement, as observed in
energy sector lending in Central Asia and the Caucasus (Skalamera & Kostem, 2023). There is
also growing acceptance within Western-led institutions of certain forms of state interventionism
(Alami & Taggart, 2024). At the same time, Western governments have launched infrastructure
initiatives such as the G7’s Build Back Better World and the EU’s Global Gateway, aiming to
counterbalance China’s growing influence (Zeitz, 2021; Hameiri & Jones, 2023). Yet these efforts
have so far struggled to deliver at scale. Rather than increasing public financing, Western donors
have doubled down on blended finance and de-risking mechanisms to mobilise private
investment (Jung, 2020)—even as private capital remains risk-averse and commercially driven,
often misaligned with sustainable development priorities (Hameiri & Jones, 2025). The gap
between the rhetoric of transformative development and the reality of capital mobilisation
continues to frustrate both donors and recipients.

In short, the landscape of development finance is complex and in flux, shaped by a dynamic
interplay between Chinese and Western approaches and realigning recipient demands. This
interplay is marked by mutual learning, tensions and convergence, and a simultaneous
deepening of marketisation and state interventionism (Kragelund, 2015; Cheng et al., 2022;
Taggart et al., 2025). To make sense of these patterns, the next two sections situate CDF within
China’s own shifting developmental rationales, development trajectory and governance
structures. The subsequent section highlights several key dimensions—portfolio composition,
financing modalities, debt, policy space, contributions to sustainable development, and
geopolitical context—through which the particularities of CDF can be better understood, while
also tracing the significant transformations it has undergone over the past two decades. In doing
so, it asks not only what CDF is, but what it is becoming—and how it fits into the evolving global
efforts to finance development in a way that is equitable, effective, and aligned with long-term
sustainability goals.
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3. Chinese Perspectives on Development Finance

Intense debate has emerged surrounding the objectives, functions, and operational modalities of
development finance in China. Drawing on an analysis of more than 140 documents, reports, and
journal articles published by Chinese government agencies, banks, academics, and media
outlets, this section unpacks how core concepts in development finance take on specific
meanings within the Chinese context, highlighting what makes CDF distinctive and how different
actors within China understand, justify, and frame the role of overseas development finance. It
contributes to a deeper understanding of official narratives, policy preferences, academic
interpretations, financial-sector specialist perspectives, and public views of development
finance inside China. The section proceeds by discussing definitions of development finance
(Section 3.1), examining the role of the market in CDF (Section 3.2), and analyzing internal
debates on Chinese overseas development finance (Section 3.3)

3.1  Defining Development Finance

There is no universally agreed definition of development finance, and in the Chinese domestic
context, the term is closely tied to the government’s strategic priorities and institutional
architecture. In the absence of a fixed definition, policy-makers, practitioners, and analysts often
emphasise the functions of development finance in their publications. The China Development
Bank (CDB), the country’s largest and most comprehensive development finance institution,
defines development finance (kaifaxing jinrong) as a financing mechanism “guided by the goal of
serving national development strategies and backed by state credit. It operates primarily through
market mechanisms and adheres to the principle of preserving capital while earning minimal
profits. It relies on medium- to long- term investment and financing as the main operational
modality. Inturn, it plays a unique and vital role in achieving government development objectives,
addressing market failures, providing public goods, improving the efficiency of resource
allocation, and smoothing cyclical economic fluctuations.” (CDB, n.d.)

In practice, CDB identifies six main objectives: supporting key national projects, promoting
coordinated regional development, developing inclusive finance, advancing industrial upgrading,
promoting green finance, and enhancing international collaboration (CDB, 2020a). Other
financial institutions in China hold similar visions for the role of development finance. While they
differ in sectoral focus and institutional design, they all claim to be alighed with the Chinese
Communist Party’s “people-centred” “new development philosophy” — a government-led vision
of sustainable, balanced economic growth that addresses inequality, environmental
degradation, technological innovation, and risks to energy, food, and supply chain security (Xi,
2021). Within these parameters, development finance is presented as a key instrument for
supporting economic advancement and social stability across a broad spectrum of policy areas
in China. Taken together, these definitions underscore a state-led, market-aware conception that
frames development finance as an instrument for structural transformation.

CKN | Chinese Development Finance in a Shifting Global Order M



In Chinese domestic discourse, the concept of development finance is often conflated with that
of policy-based finance (zhengcexing jinrong). Development finance is often seen as a subset of
policy-based finance. Whereas policy-based finance broadly refers to state-backed financial
mechanisms employed to foster inclusive socioeconomic growth, development finance is more
narrowly focused on domains where market mechanisms fall short, commercial returns are
uncertain, existing institutions are inadequate, or new sectors are emerging, and therefore the
support of state credit is required. (Luo, 2018; Chen and Liu, 2016; Zhang, 2019) Some scholars
differentiate between policy-based finance and development finance by their respective degrees
of alignment with market principles. Zhang et al. (2024) argue that development finance is meant
to be a new form of policy-based finance that incorporates market mechanisms. It not only
employs market-oriented financing modalities but also fosters the creation and refinement of
markets by strengthening economic institutions and building creditworthiness. However, in
practice, the two are not clearly distinguished; they are often treated together as “policy-based
development finance” (zhengcexing kaifaxing jinrong) in bank documents. Also in practice, tools
of development finance, especially when employed in combination with local government
special bonds (a financing instrument used by subnational governments to fund infrastructure
and other approved projects) and structural monetary policy, do not align well with market
principles. Such combinations also suffer from problems related to policy incoherence and
elevated implicit debt risks. These tensions underpin wider debates about the appropriate
balance between state-led objectives and market mechanisms, atheme explored in the next sub-
section.

3.2 Role of market in development finance

The term market is frequently mentioned by all stakeholders, whether as a specific sector or
domain, a mechanism of resource allocation, or a set of specific liberal economic rules. The
integration of market principles into development finance nevertheless remains a subject of
extensive debate among domestic stakeholders in China. Development finance is often seen as
a bridge between government and market, using state-backed credit to complement market
needs or correct market failures. (Zhang et al., 2024) Scholars advocate that banks and other
financialinstitutions should adhere to market-driven approaches when they deploy development
finance. For example, policy banks should operate development projects at their own risk and
raise funds in the market via equity, bonds, and fund-based lending. (Wang, 2019)

Banks frequently emphasise the importance of “following market-oriented principles”
(shichanghua yuanze) in their publications. For instance, an official of the central bank said in a
meeting that development finance institutions should “bear full responsibility for their own
profits, losses and risks... and are purely financial in nature involving only the exercise of
shareholder rights limited to the scope of financial ownership.” (Chi, 2022) A deputy head of the
CDB clarified that they follow market principles in choosing, evaluating and designing projects,
stressing that the chosen projects should be economically/financially viable, even if they are
picked from the list of projects recommended or assigned by the National Development and
Reform Commission (NDRC) along with other relevant departments of the central government.
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(Xinhua, 2022; Government of Beijing, 2022) In short, the concept of “following market-oriented
principles” broadly entails that the operations of all banks and development finance institutions—
including project preparation, initial evaluation, project appraisal, credit assessment,
implementation and monitoring—should prioritise long-term economic viability as a fundamental
principle. These institutions are therefore expected to prioritize financial profitability, while
minimizing political interference and bureaucratic inefficiencies that could compromise returns.
This, in turn, requires bank managers to commit to transparency, fair competition, and effective
risk assessment. Crucially, this also applies to projects funded by CDF abroad, including in
countries along the Belt and Road Initiative (BRI) routes, as documented in numerous
publications (Wang 2019; Luo 2018; Hu 2017; Zhang, 2021; Hu, 2022; Jin, 2022; Ministry of Human
Resource and Social Security 2021; Wang, 2017; Chen and Dong, 2022; Ma, 2022)

Furthermore, some scholars and policy-makers argue that development finance tools should be
utilised to “prepare and nurture the market” as an essential objective. (Zhao, 2022; Zhang et al.,
2024; Xu et al., 2019; Zhao 2022; Zhao 2022b; CBIMC, 2022) For instance, in an essay about
development finance’s role in facilitating the growth of small and micro enterprises (xiaoweiqgiye),
Zhang (2019) argues that development finance is designed to serve national strategic objectives
by initiating market development, directing capital toward sectors that commercial banks are
unwilling to enter, and ultimately transforming these areas into commercially sustainable
markets. Similarly, market construction is central to climate finance, including promoting
innovation in climate-related financial derivatives, building a carbon finance market, and
enhancing the effectiveness of climate governance. (Zhang et al., 2023) Chen and Liu (2016)
discuss development finance’s role in supporting emerging strategic industries and argue that
development finance institutions may choose to withdraw as these high-risk and high-reward
industries gradually evolve into pillar industries of the national economy. Here, development
finance is seen as a government-backed tool only used in the domain where the market falls
short; once the market is stabilized, the development finance tool is expected to exit. However,
unlike Chen and Liu, Zheng (2017) argues that developmentfinance institutions should eventually
remain— rather than exit- and operate as main market actors when the market-oriented
institutions are established. After all, the construction and strengthening of markets constitute
key objectives of development finance. In less developed markets, the government is expected
to rely more heavily on development finance to guide and support market formation (Pan 2023).

Notably, analysts and bank managers often frame the market or market principles as either
normative ideals or as superior mechanisms of resource allocation to which development
finance institutions aspire. On the other hand, they remain aware of the government-driven
nature of development finance in practice. Regardless of the specific modality used,
developmentfinance is consistently employed to channel capitalinto areas deemed strategically
important by the state. For instance, policy-based finance and development finance, together
with local government special bonds, are the primary financial sources for major local
government projects. (Zhang et al., 2024) In addition, government bodies have substantial
decision-making power in deploying development finance. In supporting infrastructure, the
NDRC prepares a list of potential projects together with other government bodies, state-owned
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enterprises and local governments, and recommends them to the policy banks- including the
CDB, the China Agricultural Development Bank and the Export-Import Bank of China- for
execution. (Xinhua Financial, 2023) Regarding the size of financial support, the State Council
announced in 2022 that it would use development finance and policy-based tools to raise 300
billion yuan through bond issuance, to be used in supporting new infrastructure projects by
covering up to 50% of the total capital requirement. (Yang 2022) Finally, national development
finance institutions such as the CDB use state-backed finance to fund major infrastructure
projects abroad, which consequently enhances China’s business interests and strategic
influence in the Global South. The following sub-section (3.3) considers how these ideas are
articulated in debates about overseas development finance.

3.3 Debates on overseas development finance

We now turn to how overseas development finance is presented, discussed, and justified within
China—focusing on domestic narratives, official framings, and responses to foreign critiques. It
sets the stage for the following sections, which will examine the actual practices, challenges, and
opportunities involved in China’s development finance abroad.

“Overseas development finance” is not a rigidly established concept in Chinese discourse, and
it is primarily analysed within the frameworks of the “Belt and Road Initiative” or “South-South
cooperation” as “a transcendence and a step further from the Western development assistance
system” (Cui and Jiao, 2021; Chen and Dong, 2022) or as a continuation of the “Going Global”
initiative. China’s overseas development finance is often described domestically as long-term-
oriented and multisectoral. Through the lenses of mutual benefits with partner countries, it is
framed as both an alternative to and an evolution of the Western aid framework (Cui and Jiao,
2021). In BRI-centred discussions, Chinese analysts often invoke the concept of ‘a community
with a shared future for mankind” put forward by Xi Jinping, to underscore the mutual benefits
and opportunities created by China’s overseas development finance. (Yang and Wang 2018)
Official Chinese media frequently employ emotive language to articulate the goals of the BRI. For
instance, Xinhua (2023) describes its aims as not only facilitating “hard connectivity” through
transport infrastructure and “soft connectivity” via regulatory and standards alignment, but also
‘heart connectivity’ by fostering people-to-people bonds.

Discussions of overseas development finance within China often centre on similar sectors to
those prioritized domestically. Infrastructure and energy remain the most frequently cited
sectors, due to their central role in China’s development finance activities both at home and
abroad (CDB, 2019; Chen and Dong 2022; Chen et al. 2017; Liu, 2025; Wang, 2019; Ministry of
Commerce, 2021). As Chinese banks and companies have accumulated considerable
experience in financing and implementing large-scale infrastructure and energy projects, they
have approached international ventures with growing confidence, applying domestic expertise to
overseas settings. This alignment in sectoral focus is frequently cited as a natural extension of
China’s strengths and comparative advantages. Meanwhile, an increasing number of reports and
analyses have focused on green and climate finance, exploring how instruments such as green
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bonds, climate bonds, green credit, and carbon emission reduction tools can be used to support
clean energy and environmental infrastructure (Qiu, 2024; Deng, 2024; Lv et al., 2025; Ji, 2024;).
Growing attention is also directed at investments in the digital economy across developing
countries, encompassing digital infrastructure, fintech, the Internet of Things, blockchain, and
other digital technologies applied to administrative governance, transportation, and agriculture
(Ji, 2024; Shi, 2024; Xinhua, 2023; People’s Daily, 2024).

However, while domestic and overseas agendas may appear aligned in sectoral terms, the
discourse often overlooks important differences in underlying objectives. In the domestic
context, development finance routinely supports poverty alleviation, manufacturing capacity
upgrading, and the redevelopment of informal settlements—sectors where commercial returns
may be limited but long-term national developmental goals are prioritised. By contrast, as we will
see in subsequent sections, overseas development finance remains more narrowly focused, with
investments channelled into areas that are expected to generate bankable returns for Chinese
lenders and contractors. Even in sectors such as digital infrastructure or urban development,
support tends to be extended only when it aligns with the commercial interests of Chinese firms.
The “market-oriented principles” outlined in subsection 3.2, which ensure the economic viability
of development projects, are therefore more readily justified and promoted in the context of
overseas development finance than in the domestic setting. Thereby, the notion of
“development” underpinning China’s overseas finance is far more constrained than in the
domestic setting—a point that will be further explored in the portfolio analysis below.

Nonetheless, in response to concerns and criticisms regarding the social and environmental
impacts of Chinese-invested projects, analysts have recently called for the promotion of “small
and beautiful” (xiao er mei) projects—modest in scale but high in social impact, — that enhance
public welfare and sustainable development in BRI partner countries. (Cheng, 2024; Nan and
Huang 2023) China’s Global Development Initiative, proposed by Xi Jinping in 2021, priorities the
social and environmental implications of development and aligns directly to the SDGs. In its
public communications, the Chinese EXIM Bank emphasises its commitment to improving
livelihoods, advancing social welfare and protecting the environment. (China News, 2025) Official
Chinese media consistently underscore the country’s dedication to supporting the achievement
of the UN 2030 SDGs in its overseas development cooperation. (People’s Daily, 2022; Xinhua
2024; Song and Kan, 2024) Nevertheless, the allocation of resources to such socially-oriented
projects remains considerably smaller compared with those directed toward more commercially
profitable ventures.

Although the large majority of overseas development finance is deployed bilaterally—through aid
or loans from Chinese banks, enterprises or agencies— Chinese banks and media also stress the
importance of working with international partners through multilateral development finance
mechanisms. This emphasis reflects a view that multilateral engagement strengthens China’s
legitimacy and influence within the global development finance architecture. Public
communications often highlight China’s collaboration with multilateral development banks such
as the World Bank, the Asian Development Bank, and the European Bank for Reconstruction and
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Development, as well as its leadership in the Asian Infrastructure Investment Bank and the New
Development Bank. China has also sought to institutionalise cooperation with regional blocs
through mechanisms such as the 16+1 initiative with Central and Eastern Europe, and the Forum
on China-Africa Cooperation. Under these frameworks, interbank associations such as the
China-Central and Eastern Europe Interbank Association, the China-Arab Countries Interbank
Association, and the China-Latin America Development Finance Cooperation Mechanism have
been established to facilitate credit and financing arrangements (Yan, 2017; CDB, 2019; 2023;
People’s Daily, 2018). Similarly, China has set up dedicated investment funds with both Latin
America and Africa, aimed at bolstering industrial capacity in partner countries. (State Council,
2023)

Chinese media and scholars often adopt a defensive tone in response to external critiques of
China’s overseas development finance. In countering “debt trap” accusations, Yu (2022) argues
that all development loans are structured to ensure repayment of principal and interest, and that
any debt restructuring has been handled through mutual agreement between lender and
borrower — underplaying the typical hierarchies between these two parties. Scholars point to a
range of contributing factors to sovereign debt distress — such as misguided economic policies in
borrowing countries, volatility in international energy prices, and capital flows shaped by
“irresponsible” United States monetary policies — arguing that the “debt trap” narrative is a
Western construct designed to undermine China in the Global South (Yu, 2022; Xinhua, 2023;
Askari and Li, 2024). In response to reports that Panama might terminate its BRI Memorandum of
Understanding, an official of China’s Ministry of Foreign Affairs accused the United States of using
“coercion and threats to arbitrarily undermine China-Panama relations and to discredit and
disrupt BRI cooperation”, urging Panama to “make the right decision.” (Ministry of Foreign Affairs,
2025)

While mainstream and non-official media in China rarely offer sustained critiques of the BRI, they
do occasionally reflect on the challenges associated with overseas development endeavours.
These concerns often relate to the financial risk and limited profitability of BRI projects.
Domestically, large-scale infrastructure investments—such as high-speed railways and
highways—may yield low financial returns and have in some cases added to local government
debt. However, they are typically justified by their broader public or semi-public goods benefits.
In contrast, overseas investment in developing countries—many of which also focus on
infrastructure— carries similar financial risks but generate fewer tangible benefits for domestic
stakeholders. This tension has become more pronounced amid China’s recent economic
slowdown. In response to these concerns, policy banks increasingly advocate reducing
concessional lending and emphasising market-based financing to safeguard long-term
economic viability (Caixin, 2017; Wang, 2017; Xu and Li, 2017; Cai, 2017).

In addition, Chinese analysts are increasingly acknowledging the limitations of Chinese
companies in managing overseas development projects. Compared with Western multinational
firms, many Chinese companies lack experience in implementing corporate social responsibility
standards abroad. While most Chinese state-owned enterprises issue corporate social
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responsibility reports in line with the State-owned Assets Supervision and Administration
Commission requirements, the quality and scope of disclosures are inconsistent — economic
indicators are typically reported in far greater detail than social or environmental metrics, and
corporate governance aspects are often omitted. Chinese media have encouraged Chinese firms
to adhere not only to international norms and frameworks but also to the legal, regulatory and
social contexts of host countries. Scholars have also called for improved coordination and
clearer division of labour among domestic actors - including central and local governments,
policy and commercial banks, and state-owned and private enterprises. One commentator from
the Central Party School has proposed the creation of a vetting mechanism, led by trade unions
and expert committees, to identify and assess BRI-associated enterprises and projects. Such a
system, it is argued, would both incentivise Chinese companies to improve operational
performance and enable partner countries to make more informed choices when selecting
Chinese firms for collaboration. (Zhao, 2018; Zhang and Li, 2019; Yan, 2023)

Chinese analysts and policymakers frequently assess the challenges faced by BRI projects and
propose strategies for future improvement. Common recommendations include:
e Enhancing transparency in project operation
e Ensuring greater benefits for borrowers, including better financing terms, job creation,
technology transfer, and capacity building
e Prioritising formal project-based agreements over general MoUs, and tailoring them to
local development paths and institutional frameworks
e Encouraging greater participation from private enterprises to mitigate perceptions of the
BRI as overly state-driven
e Exploring alternative financing models, such as equity investment and public-private
partnerships to reduce sovereign debt risks
e Promoting joint ventures with non-Chinese enterprises to build greater credibility and
competitiveness abroad
e Leveraging “soft power”’-sharing successful BRI examples and emphasizing
contributions to global infrastructure and growth, while actively countering negative
narratives promoted by Western actors

However, despite the breadth of these recommendations, they often remain at a general level
and lack detailed implementation plans (Liu, 2025; Yang and Wang, 2018). These themes provide
the analytical bridge to Section 4, which examines the institutional actors, delivery channels, and
co-financing modalities through which China’s development finance is deployed.
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4. Institutions and Modalities in China’s Overseas
Development Finance

This section presents data and key insights on the institutional architecture of China’s overseas
development finance, examining both bilateral and multilateral channels—two areas that are
often treated separately in existing research. By analysing them side-by-side, we can identify not
only their distinct institutional logics and operational modalities, but also points of convergence
in norms, practices, and financing arrangements. Additional attention is given to the growing
trend of co-financing, whereby Chinese and non-Chinese institutions jointly fund projects or
create collaborative investment vehicles, blending China’s state-led approach with the practices
of development banks, commercial banks, recipient countries and multilateral frameworks.
Building on the narratives and debates set out in Section 3, this section turns from ideas and
discourses to institutions, delivery channels and financing modalities.

Bilateral development finance refers to credit provided by Chinese banks, corporations, and
designated government agencies, primarily in the form of non-concessional loans and export
credits, but also concessional loans and grants. These financial flows are directed toward
governments and companies primarily in the Global South, and at times to developing regions in
Eastand Central Europe for development purposes. They are typically used to finance large-scale
infrastructure and energy projects, with Chinese SOEs serving as the primary or co-contractors.
Whilst Chinese finance is also allocated to promote social sectors such as healthcare and
education, these programmes are smaller in scale.

Graph 1 shows China’s overseas development finance flows from 2000-2021, divided into official
development assistance (ODA)-like and other official flows (OOF)-like. ODA-like funds —
comprising (highly) concessional loans and grants—are generally targeted at social welfare
improvements in the poorest countries. OOF-like funds —mainly non-concessional loans and
export credits— are predominantly disbursed to fund large-scale development projects that are
expected to generate financial returns. In many cases, ODA-like funds are attached to OOF-like
financing within a single programme or project. The table indicates that China disburses
substantially more OOF-like funds, underscoring the primarily economic motivations that drive
its overseas development activities. OOF-like funds are geographically diverse, with no single
region consistently dominating over time, while ODA-like funds are more concentrated in Asia
and Africa. Notably, in 2020—amid the COVID-19 pandemic—Asia received nearly 80% of
China’s total ODA disbursements.
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Graph 1: China’s overseas development finance: OOF vs. ODA

China's overseas development finance: OOF vs. ODA
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Source: Authors’ own configuration based on AidData. 2021. AidData's Global Chinese Development Finance
Dataset, Version 2.0. Retrieved from https://www.aiddata.org/data/aiddatas-global-chinese-development-finance-

dataset-version-2-0

At the same time, China plays an increasingly active role in multilateral development finance,
engaging with major multilateral development finance institutions (MDFIs) such as the World
Bank and Asian Development Bank (ADB), as well as maintaining official collaboration with non-
Asian regional and sub-regional development banks, including the African Development Bank
(AfDB), European Bank for Reconstruction and Development (EBRD), West African Development
Bank (BOAD) and so on. Most notably, China played a leading role in the establishment of the two
most recent multilateral development banks (MDBs): the Asian Infrastructure Investment Bank
(AlIB), headquartered in Beijing, and the New Development Bank (NDB), founded by the BRICS
countries and headquartered in Shanghai. In engaging with MDFIs, China acts both as a borrower
and as a contributor, with distinct incentives in each role.

Table 1 shows China’s paid-in capital contribution to selected MDBs in 2016 and 2023
respectively, illustrating that China’s financial contribution to MDBs has remained stable in the
past years. It also shows that bilateral channels remain far larger in financial terms than
multilateral ones. Paid-in capital refers to the actual cash payments made by China to an MDB
annually, distinct from the “total capital”’-a substantially larger amount appearing in MDBs’
documents frequently- that indicates China’s committed contribution to the MDBs. The table
also lists China’s total capital contribution to the same MDBs. Since the total capital is often
associated with a state member’s voting power in MDBs, it serves as a key indicator of the
country’s formal member status.

In the last column, the table displays China’s voting share in the MDBs, illustrating that China has
much larger influence in the AlIB and NDB than in other institutions. In addition to ordinary capital
contributions, China’s multilateral development finance activities take a variety of forms. These
include the establishment of collaborative trust funds within MDB frameworks, co-issuance of
bonds with MDFls, knowledge exchange activities facilitated by these institutions, and the
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provision of aid to a range of multilateral organizations such as the IMF3, MDBs*, UN agencies,
and the World Health Organization (WHO). Last but not least, despite being a large sovereign

development finance provider, China remains an active borrower of selected MDBs.

activities will be explored further below.

These

Table 1: China’s financial contribution in MDBs, in US Dollar and its voting shares.

China’
s
Paid in Paid in voting
capitalin capitalin Total capitalin | share
MDB 2016 2023 2023 (%)
Asian Infrastructure Investment | 5.956.100.00 | 5.956.100.00 | 29.780.400.00
Bank 0 0 0 26.5
2.000.000.00 | 2.000.000.00 | 10.000.000.00
New Development Bank 0 0 0 18.98
International Bank for
Reconstruction and
Development (of World Bank 1.312.100.00 | 18.686.200.00
Group) 774.800.000 0 0 5.85
Asian Development Bank 459.900.000 459.000.000 9.177.000.000 | 5.4
African Development Bank 65.110.620 127.821.000 2.533.431.400 | 1.28
Trade and Development Bank 17.630.393 24.339.825 121.699.123 7.1
Caribbean Development Bank 20.647.000 20.647.000 94.023.000 5.58
European Bank for
Reconstruction and
Development 5.000.000 5.250.000 29.000.000 0.1
Inter-American Development
Bank® 200.000 200.000 5.200.000 0.004

Source: Authors’ own configuration based on the data published on MDB websites.

Bilateral and multilateral development finance operate through distinct mechanisms and pursue

different strategic objectives. Nonetheless, they exhibit some convergence in practical norms

and implementation principles. Through bilateral development financing, China aims to mitigate

overcapacity in domestic industries, facilitate Chinese companies’ expansion in the global

market, stimulate trade with the recipient countries, and increase its influence in the Global

South and northern peripheries (Wang and Sampson, 2022). At the same time, China’s

engagement in multilateral development finance serves additional strategic objectives. As an

active borrower, China benefits from the technical assistance provided by MDBs—now often

3 Forinstance, China contributes to the Poverty reduction and Growth Trust, the Fund’s main vehicle for providing concessional

finance to low-income countries.

4 China is a donor in the International Development Association (IDA) of the World Bank Group, as well as in the Asian Development

Fund of the ADB.

® China’s voting share in IDB Invest, the private sector arm of the IDB Group, is around 5 percent.
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regarded as more valuable than access to capital-which also helps reinforce its “developing
country” status. As a development partner, China shares the responsibilities and risks of
financing development programmes with other stakeholders, while also strengthening its voice
in shaping the rules and norms that govern international development.

The remainder of this section is organised into four parts: (1) an overview of the roles played by
key domestic institutions in the planning and implementation of China’s overseas development
finance activities; (2) an analysis of the challenges of bilateral overseas development finance
disbursement; (3) an assessment of China’s strategic priorities and policy approaches within
MDBs; and (4) an examination of the emerging trend of co-financing between Chinese and

international actors.

4.1 Institutional architecture and coordination challenges in
bilateral development finance

Instead of viewing China’s development finance as solely the product of top-down decision-
making from Beijing, this study emphasises the importance of examining the roles of a broad array
of domestic institutions in shaping and implementing overseas development activities. The
extent to which these institutions are coordinated under the “fragmented” and “decentralized
authoritarianism” of China is debatable. Some argue that sub-state actors pursue their own
interests in overseas development projects rather than prioritising Beijing’s foreign policy goals
(Li and Zeng, 2019; Liao, 2019; Ye, 2019; Chen, 2020a; Jones & Hameiri, 2021), while others
highlight alignment with national objectives such as mitigating overcapacity, supporting Chinese
companies’ global expansion, stimulating trade, and increasing China’s influence in the Global
South (Chin and Gallagher, 2019; Reilly, 2021; Sampson and Wang, 2022; Suzuki, 2021).

In practice, the Chinese central government, along with ministerial-level agencies, makes
substantial efforts to align domestic institutions with its strategic overseas development goals,
but also grants considerable operational autonomy—particularly to SOEs and policy banks—to
pursue commercial opportunities within broad strategic parameters. Although this autonomy
may originate from the central government, it is sustained by the overarching goal of profitability.
This flexibility coexists with overlapping and sometimes contradictory mandates, creating
tensions between institutions. The result is a system that blends central strategic direction with
decentralised implementation, mirroring domestic patterns since the 1990s, where
decentralisation has spurred growth but also weakened oversight and elevated economic
priorities over other social and environmental concerns.

CKN | Chinese Development Finance in a Shifting Global Order 21



Table 2: Domestic Chinese institutions of overseas development finance

Domestic institutions

Main role of the institutions

Examples of Institutions

Top political authority

Strategy making

Politburo Standing
Committee of CCP

State Council

Ministry-level institutions

e Policy making and
coordination

e Overseeing main
lending institutions

e Representing China
in multilateral
development finance
institutions

e Allocating capital and
facilitating lending

Ministry of Finance (MoF)

People’s Bank of China
(PBoC)

National Development and
Reform Commission (NDRC)

Ministry of Commerce
(MOFCOM)- Economic and
Commercial Counsellor
offices (ECCOs)

China International
Development Cooperation
Agency (CIDCA)®

Ministry of Foreign Affairs
(MoFA)

Policy banks

Financing projects and
identifying strategic regions
or countries for development
collaboration

China Development Bank
(CDB)

Export-Import (EXIM) Bank of
China

State owned commercial
banks

Financing projects

Industrial and Commercial
Bank of China, China
Construction Bank,
Agricultural Bank of China,
Bank of China, and so on

State owned enterprises

Implementing projects

Energy, transportation,

infrastructure
Financial service Sinosure
Private companies Implementing projects Huawei

Source: Authors’ own configuration.

As illustrated in table 2, at the top of the architecture are senior leaders of the party-state,
including members of the Communist Party’s Politburo Standing Committee, who represent
China’s highest political authority. They formulate China’s overarching strategies for economic
development and foreign policy. During diplomatic visits abroad, they sign trade and investment
agreements and announce aid packages—actions that serve both to demonstrate China’s
commitmentto global development and to signal forthcoming financing and project cooperation.

8 CIDCA is a vice-ministerial-level body under the direct administration of the State Council.
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Meanwhile, the State Council-China’s highest administrative authority — supervises the planning,
coordination, and execution of major international development cooperation initiatives and
oversees all official development finance institutions.

The central leadership delegates authority to formulate specific development finance policies to
selected ministerial-level agencies. Among these, the Ministry of Finance (MoF), the National
Development and Reform Commission (NDRC), and the Ministry of Commerce (MOFCOM) play
pivotal roles in shaping development finance policies and facilitating overseas development
projects. The MoF manages the national budget and issues economic regulations related to
China’s international financial cooperation. For example, the MoF led the drafting of the Guiding
Principles on Financing the Development of the Belt and Road, which was endorsed by 28 other
countries in May 2017, with the aim of fostering sustainable and inclusive development (Xinhua
Silk Road Information Service, 2020). It also sends officials to represent the country in major
MDBs, including the World Bank, ADB and AlIB. Similarly, the Chinese central bank, People’s
Bank of China (PBoC), is responsible for representing China in selected regional and sub-regional
MDBs where China usually holds a small share, including the EBRD and IDB. The PBoC has
contributed significant capital to the establishment of development funds in collaboration with
MDBs, using foreign exchange reserves through the State Administration of Foreign Exchange
(SAFE). It also actively supports Chinese banks in issuing Renminbi-denominated loans abroad.

The NDRC, as the principal body for national economic planning, formulates long-term and
medium-term strategies to guide Chinese capital flows abroad for development purposes. The
MOFCOM, through the Economic and Commercial Counsellors’ Offices (ECCOs) located in
Chinese embassies, oversees a large majority of Chinese enterprises’ foreign commercial
activities, including outward foreign direct investment, trade, foreign labour service cooperation,
and overseas project contracting. ECCOs are required to report to ambassadors, who operate
under the authority of the Ministry of Foreign Affairs (MoFA), thus enhancing MoFA’s influence in
managing China’s international commercial affairs.

Until 2018, MOFCOM held primary responsibility for administering China’s foreign aid. In that
year, MOFCOM'’s Department of Aid was merged with personnel from the MoFA to establish a
dedicated foreign aid agency- the China International Development Cooperation Agency
(CIDCA)-which now operates directly under the State Council at a deputy-ministerial level. Since
then, the MoFA has gained greater influence in overseas development finance. In addition, a
variety of other government bodies have also provided modest amounts of foreign aid, primarily
in the form of grants. These include the Ministry of Agriculture, the Ministry of Health, the Ministry
of Environmental Protection, multiple Chinese embassies, several provincial and municipal
governments, the Xinhua News Agency, government-affiliated charity organisations, the
Confucius Institute Headquarters, among others.

These ministries and agencies serve as implementing arms of the central government’s overseas

economic development strategies, and strive to fulfil the “national interests” embedded in these
strategies. While cooperating and coordinating to achieve national goals, they also struggle for
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resources, power, and influence. They often have overlapping responsibilities and experience
jurisdictional frictions. For instance, whereas the CIDCA is in charge of foreign aid policies, it has
no real influence on project implementation, which is overseen by the MOFCOM, whose primary
goal is to assist the expansion of Chinese business abroad rather than development-related
concerns. Meanwhile, the MoFA seeks to advance China’s foreign policy goals through aid
(Rudyak and Chen, 2021). In addition, the hierarchical administrative ranking system makes it
difficult for lower-ranked institutions to oversee or challenge the actions of those with higher
rankings. The dissimilar institutional cultures and priorities of these departments hinder their
collaboration further; for instance, the MoF and the PBoC are more market-oriented and
internationally-minded, whereas the NDRC retains a preference for centralized economic
policymaking from its predecessor. Divergent perspectives exist between the MoF and PBoC
regarding cooperation with international financial institutions— an issue that will be discussed in
more details later.

Two policy banks, the China Development Bank (CDB) and the Export-Import (EXIM) Bank of
China, have provided the majority of China’s overseas developmentfunds. The CDB is the world’s
largest development bank by total assets, as well as one of the most active funders of energy and
infrastructure projects (Sanderson and Forsythe, 2013; Carrai, 2018). The two banks are
mandated to identify strategic regions or countries for development cooperation. They negotiate
cooperation frameworks with borrower governments, typically involving Chinese commercial
banks and SOEs, which are invited to bid for contracts associated with specific projects under
these frameworks. The Chinese policy banks often provide funds for a cluster of development
projects, and seek to balance the aggregate benefits and risks of these projects. In doing so, they
create a “strategic credit space” to “crowd in” Chinese commercial banks and enterprises (Zou,
2015; Chin and Gallagher, 2019). In addition to making regular loans, the Chinese EXIM Bank
provides export credits and concessional loans to promote the export of Chinese mechanical and
electronic goods. In short, both banks are direct agencies of the state’s overseas development
strategies, as they are expected to prioritize the state’s policy goals over financial returns;
however, the CDB is considerably more profit-driven than the EXIM Bank (Norris, 2018; Rudyak
and Chen, 2021).

State-owned commercial banks, such as the “big four”- the Industrial and Commercial Bank of
China, the China Construction Bank, the Agricultural Bank of China, and the Bank of China - also
make loans to finance development projects. Although they do not engage directly in
development policy-making, their rapidly growing financial contributions make them crucial
components of China’s overseas development finance architecture. According to the AidData
report, the annual average of development loans made by Chinese commercial banks increased
fivefold from USD2.39 billion before the BRI to USD11.06 billion after (Malik et al., 2021). They
primarily make non-concessional loans, with shorter maturities and smaller volumes than those
of the policy banks. (Sampson et al., 2021).

While owned by the state and subject to state regulations, the CDB and state-owned commercial
banks are expected to make profits and thus they often need to prioritise their commercial
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interests over the state’s foreign policy goals. The MoF directly holds shares of both CDB and the
EXIM Bank as well as several other commercial banks. Moreover, major shares of these large
policy and commercial banks are held by Central Huijin Investment, a subsidiary of China
Investment Corporation (CIC), which is itself a sovereign wealth fund established under the MoF.
The other main shareholder of the banks is Wutongshu Investment Platform, a subsidiary of the
SAFE, which is in charge of managing China’s foreign exchange reserves under the PBoC. The CIC,
established in 2007, came about as the MoF’s institutional response to SAFE’s inefficient
management of China’s growing foreign exchange reserves, as well as its effort to ‘wrest the
management of the banking sector away from the PBoC (Norris, 2018).” The CIC and SAFE remain
two of the mostimportantinvestment arms of the state, and their competitive relationship largely
reflects the bureaucratic rivalry between the MoF and PBoC. Such bureaucratic competition can
enhance the state’s control, yet it can also cause excessive investment and duplication.

Finally, non-financial SOEs are the most “hands-on” implementers of China’s overseas
development projects. Most large-scale development projects funded by China are contracted
to Chinese SOEs, which often compete with each other to win bids. Yet they often face limited
competition from foreign companies under such arrangements. In the case of BRI, 81 central
SOEs had carried out more than 3,400 overseas development projects by the beginning of 2020,
accounting for more than 60 per cent of BRI infrastructure projects (Xu, 2020). They are broadly
regarded as the state’s agents in overseas development projects, as well as being protected by
state guarantees. However, they do not always get funding from Chinese financial institutions for
specific projects, and instead often raise funds elsewhere and invest their own financial
resources in overseas projects. Chinese SOEs also provide other services to facilitate and assist
these projects. For instance, Sinosure provides export credit insurance and risk guarantees for
Chinese companies undertaking overseas projects. Despite being officially “state-owned” and
accountable to state needs, Chinese companies primarily pursue commercial goals in practice.
This has created challenges for Beijing in terms of policy coherence and risk management.

In recent years, an increasing number of private Chinese firms have participated in overseas
development projects as contractors. They are smaller in scale compared to SOEs, but notable
exceptions exist. For instance, Huawei is widely recognized as the most prominent private
Chinese company engaged in global telecommunications infrastructure. Although officially
classified as a private enterprise, Huawei has received substantial political and financial support
from the Chinese government. Its rapid expansion in the telecommunications and information
technology sectors has contributed to escalating political tensions between China and the
United States.

However, this institutional architecture also faces persistent coordination and operational
challenges. These can be grouped into three main dimensions. First, Chinese institutions have
inherent structural and functional deficiencies derived from the complexity of state-led
development finance. China’s highly state-regulated financial system can be too rigid and
inward-looking to appropriately facilitate the needs of project contractors. This is particularly
obvious in the case of EXIM Bank’s concessional lending. Since the bank has the mandate of an
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export credit agency, it requires export content in its loan services, preventing contractors from
freely procuring materials and equipment from other origins that may better suit the project (Liu,
2013).

Second, Chinese banks —especially commercial ones that lacked research capacity and
overseas lending experience in the early years of outward expansion—have often been
inadequately prepared for the political complexity of host countries. This includes central-local
divisions, fierce competition among local regions, inconsistency between elected governments,
and corruption or clientelist networks (Arduino and Cainey, 2019). Furthermore, under the
guidance of Chinese politicians, Chinese creditors sometimes rush to lock in deals — based on
the benign diplomatic relationship with recipient countries — without thorough due diligence or
adequate pre-project viability analysis (Russel and Berger, 2019).

Third, the commercial interests of Chinese SOEs are sometimes misaligned with the state’s
political goals. Enterprises may act in a fiscally irresponsible manner when serving political
interests, relying on bailouts in return (Norris, 2018; Reilly, 2021; Skalnes, 2021). They may be
reluctant to enter markets that the state encourages for foreign policy purposes (Joy-Pérez and
Scissors, 2018), or willing to accept security risks in pursuit of higher profits —placing both
business operations and overseas personnel in danger. Ghiselli and Morgan (2021) note that
Chinese contractors in the Middle East and North Africa often fail to comply with the Chinese
government’s guidelines or to take responsibility for worker security, acting only after significant
violent incidents occur. In such cases of misaligned interests, state agencies struggle to rein in
powerful and wealthy SOEs despite their regulatory oversight (Brautigam, 2021). For example,
MOFCOM’s representative offices at Chinese embassies are of equal or lower rank than the local
representatives of large SOEs, limiting their ability to effectively control them. Meanwhile, the
smaller and private companies feel little obligation to follow embassy guidance, as they are rarely
awarded major aid or investment contracts (Reilly, 2021).

4.2  Multilateral development finance

Having outlined the domestic institutional landscape and bilateral coordination challenges, this
sub-section turns to China’s engagement with multilateral development finance institutions.
China’s engagement with MDFIs has significantly deepened over the past four decades,
beginning with its re-entry into the World Bank in 1980. Over time, China has transitioned from
being the largest borrower from the World Bank to becoming one of the most influential lenders
and donors within the multilateral development finance system. Most notably, China took the
leadership in establishing two new MDBs in 2015 and 2016, the NDB of the BRICS countries and
the AlIB, and act as the largest (co-)shareholders in both of these two banks. Beijing is now
planning to set up a new Shanghai Cooperation Organization (SCO) development bank to support
economic development in member countries. The modes of Chinese engagement have
diversified and grown increasingly sophisticated. This subsection focuses on two key areas: first,
it examines the various ways in which Chinese actors—both as borrowers and lenders/donors—
benefit from collaborating with MDFls; second, it investigates the tensions and areas of conflict
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that have arisen between Chinese actors and the institutions themselves, as well as between
Chinese and other stakeholders within the institutions.

Benefits of engaging with MDFIs

China became the World Bank’s largest borrower in the 1990s. Despite its subsequent rise to
become the world’s second-largest economy and the largest sovereign creditor in international
development finance, China has continued to borrow from the Bank. In recent years, Chinese
executive directors at the World Bank have emphasised that while capital inflows from the Bank
are no longer critical, the accompanying technical assistance remains vital for supporting local
developmentin China. They have repeatedly asserted that China still has much to learn from the
World Bank’s expertise. Local Chinese governments and Chinese enterprises involved in MDFI-
funded projects gain valuable exposure to international practices, particularly in project
management, procurement, and environmental and social safeguards. For Ministry of Finance
and People’s Bank of China officials appointed to represent China in MDFls, participation also
provides a platform to learn from other member states’ governance models and policy
preferences in development finance.

Another key reason for China’s continued borrowing is the strategic advantage of maintaining its
classification as a developing economy. China's role as a borrower enables it to align with other
developing countries and strengthen its leadership voice within the institutions. For instance,
within the World Bank, China is an influential member of the group of 11 large developing
countries advocating for more 'efficient’ and borrower-oriented lending and procurement
procedures—positions that have drawn concern from some donor countries, who view such
reforms as potentially undermining project quality (Dann and Riegner, 2019; Interview with
representative of an European shareholder at the World Bank, 2025). Generally speaking, China’s
developing country status helps reinforce its image as an understanding leader of the Global
South, in contrast to Western powers that are often perceived as imposing their own political
norms on developing countries. This status has also historically afforded China certain
exemptions and preferential conditions in international trade, investment, and climate
negotiations.

From the perspective of a lender or donor, delegating development finance to MDFlIs enables
China to share both the responsibilities and risks associated with funding development
programmes with other stakeholders. As shown in Table 1, China has made substantial capital
contributions to the AlIB, in which it holds the largest share. Skalnes (2021) contrasts China’s
contributions to the AIlIB with its bilateral lending under the BRI, arguing that bilateral
arrangements are often problematic due to the involvement of multiple Chinese stakeholders—
such as various ministries and SOEs—each pursuing divergent interests. This fragmentation can
result in “agency slack”, wherein SOEs and private firms act opportunistically. In contrast, the
AlIB, operating under “collective principles”, provides a more disciplined institutional framework
that helps mitigate such governance challenges.
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MDFls generally apply more rigorous risk assessment and due diligence procedures than the
Chinese bilateral mechanisms, thereby offering stronger safeguards against both operational
and financial risks. This is a major reason why China’s two main policy banks—CDB and EXIM
Bank—seek co-financing arrangements with institutions like the EBRD. Such partnerships not
only reduce financial risk but also help Chinese banks gain familiarity with the European Union’s
regulatory frameworks governing development projects, share risks, as well as take advantage of
the EBRD’s technical expertise and local networks (Kynge, et al., 2018; Skalnes, 2021).

Moreover, China’s deepening engagement with existing MDFls and its role in establishing new
ones serve as strategic avenues for expanding its influence over the norms and rules that shape
international development finance. Chinese representatives, when equipped with strong
diplomatic skills and expertise in development policy, are well positioned to cultivate
constructive relationships with their counterparts within these institutions and to establish
effective channels for articulating and advancing China’s policy preferences. (Interview with
European representative at World Bank, 2025) China has consistently advocated the importance
of infrastructure investment, particularly as institutions like the World Bank and ADB began to
shift their focus towards 'soft' sectors. The creation of the AllIB—specifically dedicated to
infrastructure finance—functioned as a form of external pressure that prompted both the World
Bank and ADB to increase infrastructure lending from 2016 onwards.

Through the AlIB, China also advances what some scholars describe as the “Chinese model” of
development finance. This approach emphasizes an economically pragmatic orientation in
project selection, with a strong emphasis on economic outcomes over shaping the political and
social environment in borrower countries. Accordingly, the AlIB refrains from imposing “good
governance”-related conditionalities— especially those related to democratization and market
reforms. In contrast to traditional MDBs, the AIIB does not provide much concessional
financing—a tool typically used by other institutions to influence the policy directions of the
poorest countries. Instead, the AIIB adopts a more commercially driven model, balancing
considerations of investment viability and financial sustainability with environmental, social, and
governance (ESG) criteria. (Vazquez and Chin 2019) This orientation aligns closely with China’s
broader development finance philosophy, which emphasizes “non-interference”, profitability,
and a strong focus on infrastructure.

Areas of tension and conflict

Over the past four decades, China has generally been a cooperative participant in MDFls,
although occasional tensions have arisen between China and either the institutions themselves
or other member states. The following is an overview of the main areas of conflict:

China consistently voiced opposition to the unbalanced governance structures of the World Bank
and the International Monetary Fund (IMF) throughout the first fifteen years of the 2000s. Nearly
every speech by Chinese representatives at the annual meetings of these institutions
emphasised the need to shift voting power from developed to developing countries (Wang and
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Sampson, 2022). Reforms were eventually adopted—albeit after significant delay due to
resistance from the United States. China has since become the third-largest shareholder in the
World Bank. However, this position does not provide sufficient counterweight to the dominance
of the US, which retains veto power. Similarly, in the ADB, China’s decision-making influence
remains significantly lower than that of Japan and the US, with little prospect of gaining additional
power.

This institutional imbalance was one of the key motivations behind China’s establishment of a
new MDB—the AlIB—in 2016, where China holds a dominant position. China continues to seek
increased formal decision-making power in existing MDBs, at times by offering to contribute more
financial resources as leverage. However, resistance from major shareholders—particularly the
United States (in the World Bank and IDB) and the EU (in the World Bank)—has hampered these
efforts. In response, China has pursued alternative strategies for influence. Resource-
constrained MDFls have sometimes permitted China to establish trust funds within their
institutional frameworks, enabling it to provide financial contributions without receiving
additional voting rights. These arrangements allow China to exert informal influence within the
institutions.

In general, tensions between Chinese and some Western representatives tend to be more
pronounced in MDFIs where China holds substantial influence, such as the World Bank. In
contrast, Chinese representatives adopta more reserved and cooperative posture in regional and
sub-regional institutions—such as the EBRD and the IDB—where China’s influence is more
limited. These officials are usually dispatched by the PBoC, China’s central bank. In these
settings, China appears to adopt more of a “learning” approach.

At the MDB board meetings, member countries typically avoid commenting on the domestic
policies of others. However, the United States has regularly criticised China’s bilateral lending
practices and raised concerns over debt sustainability issues and procurement procedures
involving Chinese firms. The most notable flashpoints arise when MDB projects involve Chinese
renewable energy companies based in Xinjiang. In such cases, United States representatives
often raise allegations of forced labour and human rights abuses. In institutions where China
plays a more prominent role—such as the World Bank—Chinese representatives, usually officials
from the Ministry of Finance, tend to respond more assertively. They have, on occasion, pushed
back against such criticisms and requested revisions to project documents that contain language
perceived as condemning China’s human rights record. A recent project proposal was withdrawn
by the EBRD due to the involvement of Huawei as one of the contractors. This incident may signal
the emergence of a longer-term challenge, as an increasing number of development projects
involve information technology and artificial intelligence—sectors in which Chinese firms are key
actors. (Interview with European representatives at the EBRD 2019; World Bank 2025; IDB 2025)

United States representatives have also consistently pressed China to "graduate" from access to

MDB loan programs, arguing that its economic status no longer justifies continued eligibility.
However, both China and the MDBs have resisted this shift. From China’s perspective, continued
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borrowing allows access to valuable technical assistance and verifies its classification as a
developing country, which carries broader diplomatic and economic benefits. For the banks,
China is a reliable borrower that consistently repays its loans and completes projects on
schedule. Institutional inertia on both sides further contributes to the persistence of the status
quo. (Interview with an ADB official, 2019)

Take the World Bank Group as an example. Its concessional lending arm, the International
Development Association (IDA), provides funds to low-income economies with a Gross National
Income (GNI) per capita below US Dollar 1,135 (based on 2024 data). Meanwhile, its development
bank arm, the International Bank for Reconstruction and Development (IBRD), lends to upper-
middle-income economies with a GNI per capita between US Dollar 4,496 and 13,935. Lower-
middle-income economies, with a GNI per capita between US Dollar 1,136 and 4,495, are eligible
for a "blend" of IDA and IBRD financing, depending on their creditworthiness.

China, with a GNI per capita of US Dollar 13,660 in 2024, is very close to the “graduation line.”
Despite this, high domestic inequality—especially in non-coastal provinces where GNI per capita
remains low and some regions are still combating poverty—and the ongoing need for capacity
building, justify China’s continued access to World Bank lending. However, since 2018, World
Bank shareholders have agreed to limit loans to upper-middle income countries getting close to
the “graduation” criteria, like China, to projects that focus on global public goods and capacity-
building. Additionally, World Bank officials have proposed a gradual reduction in lending to China
in the coming years, rather than an immediate halt (Huang, 2020).

Being a major borrower from the IBRD, China has opposed proposals to raise interest rates on
IBRD loans, as this would increase its own repayment burdens. In contrast, many Western donor
countries support such measures. A related point of contention concerns the practice of
transferring interest earnings from IBRD operations—from which middle-income countries are
eligible to borrow- to IDA to finance concessional lending for low-income countries. China
objects to this redistribution model, as it effectively reallocates resources generated from
middle-income country borrowers to IDA operations, despite those borrowers having limited
influence over IDA’s governance and decision-making processes. The latter is largely dominated
by Western countries (Wang and Sampson, 2022; interview with European representative at the
World Bank)

In short, the tensions between China and some Western countries within MDB frameworks reflect
not only the structural divide between borrowers and donors, but also tensions over power
sharing and influence between a rising power and established donors.

4.3 Co-financing

(1) Co-financing development projects
Over the past two decades, there has been a notable increase in co-financing arrangements
between Chinese and non-Chinese institutions. As illustrated in Graph 2, the number of co-
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financed projects peaked in 2017 before levelling off and subsequently declining, mirroring the
broader deceleration in China’s overseas development finance. While co-financed projects
constitute only a small proportion of the total number of Chinese-funded development projects,
the upward trend nonetheless reflected a growing interest among Chinese institutions in
collaborating with international partners.

Graph 2: Development projects co-financed by Chinese and non-Chinese institutions.
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Source: Authors’ own configuration based on AidData. 2021. AidData's Global Chinese Development Finance
Dataset, Version 2.0.

Co-financing is implemented through a range of modalities, reflecting the diverse mechanisms
and institutional arrangements employed in joint development finance initiatives. It enables
Chinese financiers to share responsibilities and mitigate financial risks with their partners. Aclear
example is the participation of the Industrial and Commercial Bank of China-China’s largest
commercial bank-alongside the state-owned Export-Import Bank of Thailand, in two syndicated
loans of USD 100 million and USD 72 million for the acquisition of two hydroelectric power plants
in Laos in 2020. The borrower was a publicly listed Thai company, which also served as the main
contractor for the projects.

In recent years, large-scale co-financed projects—particularly in the energy, transport and
infrastructure sectors— have typically involved multiple financiers. These often include one or
more Chinese policy or commercial banks, along with public or private banks in recipient
countries. For example, in 2021 the Industrial and Commercial Bank of China and the China
Construction Bank contributed to a USD 523 million syndicated loan for the Kalyon Karapinar
Solar Power Plant project in Turkey, co-financed with several Turkish state-owned and private
banks and corporations as well as JPMorgan Chase, a private international bank. (AidData, 2021)
Chinese banks have also partnered with Western-based development financial institutions and
MDBs. In 2021, Bank of China participated in a USD 750 million syndicated loan for the Sirdarya
Independent Power Project in Uzbekistan, alongside a long list of financial institutions, including
the AlIB, the EBRD, First Abu Dhabi Bank, the German Investment and Development Corporation,
the OPEC Fund for International Development, Standard Chartered Bank PLC, Natixis, and
Society Generale. (AidData, 2021) Public-private partnerships are a common feature of such co-
financed projects.
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Co-financing allows Chinese financial institutions to diversify risks and pool resources with
international lenders, thereby improving the economic viability of large-scale infrastructure and
energy projects. In the process, Chinese institutions are exposed to the lending practices of their
international peers —including project evaluation, risk assessment and environmental and social
safeguards- facilitating longer-term cooperation in international development finance (Custer et
al. 2025). A recent ODI report highlights a growing trend in the Chinese co-financing of “green”
projects, pointing to promising prospects for local-partnerships and financial diversification
(Chen and Emery, 2025). Similarly, a study of 2,997 Chinese-invested infrastructure projects
between 2000 and 2017 finds that co-financing is associated with higher project completion rates
and improved environmental performance. (Lu et al. 2024)

In addition, Chinese institutions contribute to development efforts in collaboration with
international actors by providing grants with characteristics similar to Official Development
Assistance (ODA). While the monetary value of these grants is typically modest, they involve a
wide range of financiers. Examples include the Chinese Scholarship Council and Argentina’s
Ministry of Education jointly awarding scholarships for Argentinian students to study in China; the
China Civil Aviation Administration and the Lancang-Mekong Cooperation offering aviation
training courses for Cambodia, Laos and Vietnam; and CIDCA, China’s aid agency, partnering
with the UN World Food Programme to provide emergency food supplies to the Democratic
Republic of Congo in 2019 (AidData, 2021). Moreover, private Chinese actors— including
enterprises, overseas Chinese civil society organisations, and philanthropic foundations— have
demonstrated a growing interest in these co-financed development assistance initiatives.

(2) Co-financing funds

Chinese institutions —typically ministry-level government bodies or policy banks— also contribute
to multilateral development funds co-financed by multiple institutions. In contrast to one-off
project-based co-financing, these funds provide more stable and long-term financing. Such
activities can be grouped into three categories.

The first category involves contributions to existing trust funds administered by MDBs, many of
which provide concessional loans and grants to the low-income countries. For example, the
Ministry of Finance of China has supported a range of World Bank Group funds, including the
Global Infrastructure Facility, the Consultative Group on International Agricultural Research, and
the Global Fund to Fight AIDS, Tuberculosis and Malaria. It has also contributed to funds under
the Asian Development Bank, such as the Technical Assistance Special Fund.

The second category involves the initiation of new development funds in partnership with
international development finance institutions, with administration delegated to the latter. For
example, the People’s Bank of China contributed USD 2 billion to establish the China Co-
financing Fund for Latin America and Caribbean, managed by the IDB, with the aim of supporting
projects that required additional financing become viable. (IDB, 2013) Similar initiatives include
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the Managed Co-lending Portfolio Program and the Africa Growing Together Fund, both financed
by the People’s Bank of China but administrated by the IFC and AfDB, respectively.

In these arrangements, MDBs serve as the primary administrators, responsible for designing
projects and submitting them to Chinese financiers for review. While final approval rests with the
Chinese side, MDBs operate with a high degree of autonomy in project planning and
implementation. Instances of rejection by Chinese financiers appear to be rare and are generally
linked to concerns over the concentration of the fund’s portfolio of loans or macroeconomic risks
in the recipient countries, rather than political considerations. (Humphrey and Chen, 2021) In
addition, MDBs have welcomed the opportunity to access stable financial resources from China
without the need to allocate additional voting shares. This is because the co-financing funds
operate outside China’s ordinary capital contribution to these banks. Any significant increase in
China’s ordinary capital contribution would trigger politically sensitive adjustments in voting
shares, which the United States and some other G7 shareholders would be unlikely to accept.

The third category involves the initiation of new development funds in collaboration with
international development finance institutions, with Chinese institutions serving as the primary
administrator. One example is the China-IFAD South-South and Triangular Cooperation Facility,
established in 2018 to share Chinese knowledge, experience, and technologies with other
development countries in support of rural development. Although operated within the framework
of the International Fund for Agricultural Development, the Facility is funded by China’s Ministry
of Finance and its main operations are located in Beijing (Interview with an official of the IFAD,
2025).

Another example is the China-ASEAN Investment Cooperation Fund, launched in 2010 by the
Export-Import Bank of China and the Chinese Investment Corporation, under the direction of the
State Council, to finance investment opportunities in infrastructure, energy and natural
resources in the ASEAN countries. The IFC made an initial contribution to this Fund. Similarly, the
China-Central and Eastern Europe Investment Cooperation Fund was created under the “16+1
Cooperation framework”, to support bilateral trade and finance projects in sectors such as
energy, communication, manufacturing and infrastructure in Central and Eastern Europe. This
Fund was sponsored and administered by the Export-lImport Bank of China, alongside other
financial institutions, including the Export-Import Bank of Hungary.

Table 3 lists co-financing funds under categories two and three, in which Chinese institutions play
a crucial role as main financiers, main administrators, or both.

In short, by contributing to the existing multilateral development funds and establishing new ones
in partnership with MDBs, China has strengthened its informal influence within these institutions.
Humphrey and Chen (2021) also note that generating financial returns— especially from funds
targeting private sector projects—has been a key objective for Chinese institutions engaging in co-
financing funds.
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Table 3: China’s co-financing funds (including funds under categories two and three,

Name of Fund

PRC Poverty Reduction and
Regional Cooperation Fund

China-ASEAN Investment
Cooperation Fund

IDB-China Eximbank Equity
Investment Platform

China-Central and Eastern
Europe Investment
Cooperation Fund (Phase |
and Il)

China Co-Financing Fund
for Latin American and the
Caribbean

Managed Co-Lending
Portfolio Program

Africa Growing Together
Fund

China-Mexico Fund

China World Bank Group
Partnership Facility (CWPF)

China-IFAD South-South
and Triangular Cooperation
Facility

China-EU Co-Investment
Fund

excluding funds under category one)

Year

2005

2010

2012

2013;

2017

2013

2013

2014

2014

2015

2018

2018

Amount

China initially
contributed USD 20
million in 2005; the total
funds made available
amounted to USD 90
million by 2023

Initial capital USD 1
billion

Chinainitially
contributed USD 150
million to the platform,
aiming for raising USD
1.8 billion

Initial capital USD 500
million

China initially
contributed USD 2
billion

China initially
contributed USD 3
billion; it has raised
more than USD 19
billion so far
Chinainitially
contributed USD 2
billion

Total capital USD 1.2
billion, duration 5 years
Chinainitially
contributed USD 50
million

China initially
contributes USD 10
million

Initial capital USD 500
million

Main Responsible
Chinese Institution

Ministry of Finance

Export Import Bank of
China (main
administrator);

China Investment
Corporation

Export Import Bank of
China

Export Import Bank of
China (main
administrator);

Silk Road Fund
People’s Bank of China

People’s Bank of China

People’s Bank of China

Ministry of Finance

Ministry of Finance

Ministry of Finance
(main administrator)

Silk Road Fund

International
co-financer
(administrator)
ADB (main
administrator)

IFC contributed
USD 100 million

IDB contributed
USD 153 million

Export Import
Bank of Hungary

IDB (main
administrator)

IFC (main
administrator)

AfDB (main
administrator)

IFC (main
administrator)
World Bank
Group (main
administrator)
International
Fund for
Agricultural
Development
European
Investment Fund

Source: Authors’ own configuration based on documents and news release of the listed institutions.
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5. Keylssues

The preceding sections examined how CDF is viewed both internationally and within China
(Section 3) and mapped the institutional architecture and modalities through which it is delivered
(Section 4). Together, these perspectives highlight CDF as a complex, multi-actor system—
rooted in China’s domestic political economy, yet operating across diverse global contexts. They
also show how its institutional design shapes the kinds of projects financed, the contractual
forms used, and the degree of coordination between state and commercial actors. This section
moves from structure to practice: it examines the key operational and strategic issues that
emerge once CDF is put to work on the ground. In doing so, it draws on both the academic
literature and original research for this report, focusing on questions that illuminate how China’s
distinctive approach to development finance functions in reality, how it has evolved over time,
and where it faces persistent tensions or trade-offs.

We organise these into six interrelated themes. Section 5.1 looks at the composition of CDF’s
project portfolio, contrasting its domestic breadth with its overseas concentration in
commercially bankable infrastructure. Section 5.2 unpacks the contractual forms that underpin
CDF and the safeguards—or constraints—they create for borrowers. Section 5.3 analyses the
scope of borrower policy space under CDF, identifying the institutional and political conditions
that expand or limit agency. Section 5.4 examines the debt dimension, separating evidence from
myth in debates about sustainability and “debt traps”. Section 5.5 assesses the sustainability
implications of CDF, from environmental and social impacts to emerging governance reforms.
Section 5.6 situates CDF within contemporary geopolitics and examines how strategic
competition and security concerns shape allocation decisions, instruments, and partnerships.
By tracing these issues, the section aims to bridge the gap between high-level institutional design
and ground-level developmental outcomes—offering a more integrated understanding of CDF’s
opportunities, limitations, and likely trajectories.

5.1  Project portfolio

The scope of CDF spans diverse areas, ranging from grassroots rural poverty reduction projects
in China to major infrastructure loans in other developing countries. While common institutional
actors—including government bodies such as the National Development and Reform
Commission (NDRC) and Ministry of Finance (MoF), policy banks, large commercial banks, and
state-owned enterprises (SOEs)—are involved in both domestic and overseas projects, policy
documents, media reports, and academic studies rarely integrate domestic and overseas
development finance within a unified analytical framework. Yet, the contrast between them is
instructive: domestic development finance is characterised by a broad range of socioeconomic
investment areas, whereas overseas development finance is more narrowly focused on large-
scale, commercially bankable infrastructure. This divergence is not simply the outcome of weak
coordination, but a structural feature of the system—reflecting the coexistence of actors with
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different mandates, incentives, and conceptions of what “development” entails: expansive and
multi-sectoral within China, but more commercially oriented abroad.

Development finance within China covers a wide spectrum of sectors: poverty alleviation, social
welfare (including healthcare, education, housing, employment, and social security), climate
action, strategic industry support, and infrastructure construction. These domains often overlap.
For instance, redevelopment projects for informal settlements aim to improve urban
infrastructure while also addressing social welfare. Likewise, financial support for emerging
strategic industries—such as the electric vehicle sector—includes building charging stations,
which are counted as part of the broader infrastructure agenda.

There is also significant regional variation in the use of development finance, with each province
or region pursuing its own developmental agendas alongside national goals. For example, the
province of Hainan prioritises aerospace, marine industries, and agriculture, reflecting its assets
such as the Wenchang Space Launch Site, maritime resources, and favourable tropical crop
conditions. Beijing’s municipal government directs finance towards the “Capital Industrial
Chain”, which encompasses integrated circuits, new energy vehicles, hydrogen energy, smart
manufacturing, biopharmaceutics, next-generation IT, and green energy—sectors that benefit
from the city’s concentration of leading research institutions. Gansu, a landlocked province rich
in naturalresources, investsin highways, large-scale new energy bases, and hydropower projects
(CDB Hainan Branch, 2023; Government of Beijing, 2022; Gansu Economics Daily, 2024).

Furthermore, the central government deploys “national key regional development strategies”
(guojia zhongda quyu fazhan zhanlue)-backed by substantial policy and financial support-to
promote the development of selected regions. The specific “key regions” targeted by such
strategies vary over time, reflecting shifting spatial priorities in China’s regional development
needs. For instance, the “Western Development Strategy”, launched in 1999, aimed to reduce
the development gap between coastal and interior provinces. Similarly, the “Northeast
Revitalisation” strategy was adopted in 2003 to rejuvenate the northeastern region, which once
functioned as the centre of China’s heavy industry, but has experienced economic decline since
the 1980s, when capital shifted towards the manufacturing hubs along the southeastern coast.
CDB alone had issued nearly 400 billion yuan in loans for projects in the northeast region by 2023
(Tian and Li, 2024).

In recent years, regional development efforts have included promoting economic integration in
the Guangdong-Hong Kong-Macao Greater Bay Area, and advancing intensive infrastructure
construction in the Xiong’an New Area, which is intended to host relocated SOEs, universities,
research institutes, and high-tech industries currently based in Beijing. Each of these strategies
prioritises different sectors, but all are anchored in large-scale infrastructure development and
social welfare provision underpinned by substantial development finance.

Domestic development finance has also been deployed to support environmental sustainability,
particularly through programmes along the Yangtze River and Yellow River basins, as well as
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through cross-regional initiatives aimed at strengthening east—-west connectivity (Zhang, 2022).
Current focus areas additionally include inclusive elderly care services (puhui yanglao); the
development of the digital economy—covering fields such as chip manufacturing, the application
of digital technologies in manufacturing and agriculture, and digital finance; “new infrastructure”
construction—comprising 5G networks, artificial intelligence, big data centres, new energy
vehicle charging facilities, and high-speed rail; support for small and micro enterprises; rural
revitalisation; and climate action (Huang and Liao, 2024; Wu, 2021; CDB, 2020; 2021; 2022;
2023). Among these, the digital economy and “new infrastructure” have absorbed the largest
volumes of development finance.

In 2018, CDB and NDRC signed an agreement to provide 100 billion yuan in financing over five
years to support the development of big data, the Internet of Things, cloud computing, new smart
cities, and the Digital Silk Road, with the objective of building a robust digital economy ecosystem
(NDRC, 2020). In 2020, CDB launched a 250-billion-yuan special loan programme to promote
digitalisation in small and medium-sized manufacturing enterprises. NDRC guidance—following
the 11th meeting of the Central Financial and Economic Affairs Commission—identifies five
priority infrastructure categories: network connectivity, industrial upgrading, urban
infrastructure, high-standard agricultural and rural development, and national security
infrastructure (Xinhua Financial, 2023). By 2022, the Chinese government had already allocated
300 billion yuan for infrastructure projects and announced a further 300 billion (Xinhua, 2022).

Overseas, the contrast with China’s domestic development finance is stark. While at home
finance supports a wide array of social, industrial, environmental, and infrastructure goals, CDF
abroad has overwhelmingly prioritised large-scale, commercially bankable physical
infrastructure—particularly in transport, energy, and industrial facilities. Between 2000 and 2021,
these sectors accounted for the majority of the USD 843 billion committed by Chinese institutions
across 165 countries (Malik et al., 2021).

In many respects, this overseas focus on large-scale infrastructure has been a welcome
intervention. It has addressed longstanding deficits left by decades of underinvestment in core
infrastructure, particularly in low- and middle-income countries where multilateral lenders have,
in recent decades, emphasised social sector “software” over physical “hardware.” According to
the World Bank, the global infrastructure gap remains significant: approximately 940 million
people lack access to electricity, 2.4 billion lack adequate sanitation, 2.2 billion do not have
access to safe drinking water, and nearly 4 billion remain digitally unconnected (World Bank,
2025). Against this backdrop, China has often positioned itself as a financier of first resort—
delivering roads, bridges, power stations, and railways that underpin economic activity across
entire regions (Engel & Moses, 2023). In Southeast Asia, the Jakarta—Bandung high-speed railway
in Indonesia, inaugurated in 2023, exemplifies China’s commitment to regional connectivity
(Boston University Global Development Policy Center, 2023). In Africa, Nigeria’s Zungeru
hydropower plant, completed in 2023 with 75 per cent financing from the Export-Import (EXIM)
Bank of China, has helped address critical energy shortages (Brautigam & Huang, 2023). In
Eastern Europe, China’s involvement in Montenegro’s Bar-Boljare highway project demonstrates
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its capacity to deliver major infrastructure despite international concern over debt sustainability
(Financial Times, 2022).

Yet this infrastructure-centric model is shaped not only by developmental gaps abroad but also
by China’s own domestic political economy. Scholars note that with surplus capital and an
overstretched construction sector, global infrastructure investment has provided a means to
externalise internal imbalances and create new outlets for domestic overcapacity (Carmody &
Wainwright, 2022; Gonzalez-Vicente, 2019). The result is a portfolio influenced as much by
China’s geoeconomic imperatives as by the priorities of borrowing countries. AidData’s dataset
shows that Chinese loans rarely support education, health, or rural development—except when
such investments are embedded within broader infrastructure projects (Malik et al., 2021).
Despite China’s global leadership in solar and wind manufacturing, less than 5 per cent of its
overseas energy finance before 2021 went to renewables, with policy banks citing concerns over
risk, scale, and bankability (Kong & Gallagher, 2021). Furthermore, over 70 per cent of post-2013
Belt and Road Initiative (BRI) loans have been channelled through SOEs, joint ventures, and
special purpose vehicles tied to Chinese firms—locking in demand for Chinese labour, materials,
and services (Malik et al., 2021). While presented as “win-win,” these arrangements can limit
local developmental agency and steer investments towards sectors alighed with Chinese
commercial interests rather than local priorities.

The structure of Chinese overseas lending has also evolved significantly. The period from 2009 -
2014 marked the peak of sovereign lending, particularly in Latin America, where China issued
multi-billion-dollar oil-backed loans to Venezuela, Ecuador, and Brazil (Myers & Gallagher, 2020).
Since 2015—and especially after the collapse in global commodity prices—policy banks have
scaled back exposure, reduced sovereign loans, avoided high-risk borrowers, and channelled
more finance through firms and project-based consortiums rather than directly through
governments (Myers & Ray, 2022). In Africa, one response to rising debt vulnerabilities has been
the promotion of public—private partnerships (PPPs), repackaging infrastructure into long-term,
performance-based contracts led by Chinese SOEs (van Wieringen & Zajontz, 2023). Scholars see
this as indicative of a “post-peak” phase in China’s overseas engagements—particularly in
Africa—characterised by a shift from growth-maximising to risk-minimising strategies and a
renewed emphasis on domestic economic resilience (Carmody, 2023). Nonetheless, there is
variation, and some Chinese firms have moved beyond their traditional engineering,
procurement, and construction (EPC) role to take on responsibilities as project developers and
equity partners. A notable example is the China Energy Engineering Corporation’s (CEEC)
involvement, through the Cerim Luderitz Energy joint venture, in Namibia’s first independent
power producer (IPP) project—a 50 MW wind farm near Luderitz—where the company is
responsible for building, financing, operating, and maintaining the facility under a 25-year
agreement with the national utility (Africa Energy Portal, 2023).

This portfolio composition—driven by domestic imperatives rather than by a comprehensive

analysis of developmental gaps—has contributed to what some describe as a narrowing of the
developmental imagination. While ports, highways, and hydropower dams can provide critical
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platforms for economic activity, development finance that is overwhelmingly structured around
commercially bankable infrastructure, and shaped by the operational needs of Chinese SOEs
and policy banks, sidelines more complex, participatory, and less immediately profitable areas
of investment, such as human development sectors, institutional strengthening, and
environmental innovation (Gonzalez-Vicente, 2024). The focus on large, measurable outputs
aligns with elite interests and state-led narratives of progress but often comes at the expense of
socially embedded approaches that address deeper structural constraints.

Geographically, CDF’s reach is global—spanning Africa, Asia, Latin America, and beyond—but
allocations are often concentrated in a relatively small number of middle-income countries with
strategic significance or resource endowments. In Latin America, for example, over 80 per cent
of Chinese finance has gone to Venezuela, Brazil, Argentina, and Ecuador (UNDP, 2021)—
particularly during periods when these governments faced strained relations with multilateral
financial institutions. Other considerations, such as a country’s willingness to undertake large-
scale infrastructure or its position on issues such as Taiwan in UN voting, may also influence
allocation decisions.

The comparison between China’s domestic and overseas development finance reveals a clear
structural divergence in both purpose and scope. Domestically, development finance operates
as a multi-sectoral policy instrument, integrating infrastructure with social welfare, industrial
upgrading, environmental sustainability, and regional balancing. Overseas, by contrast, it has
functioned predominantly as a vehicle for delivering large-scale, commercially viable
infrastructure, shaped by the mandates and commercial incentives of policy banks and
contractors. This model has filled critical infrastructure gaps, butits narrow sectoralfocus means
that areas central to China’s own development model—such as poverty alleviation,
manufacturing modernisation, and broad-based human development—are largely absent
abroad. Without concerted efforts to broaden its portfolio and democratise the development
process, CDF risks becoming less a tool for structural change than a mechanism for reproducing
the global economic order—with new contractors, but familiar hierarchies.

5.2 Contracts

While the sectoral focus and lending volumes of CDF have been relatively well documented, only
recently have researchers begun to unpack the detailed mechanics of contract structures and
negotiation processes. A growing body of evidence is shedding light on how CDF contracts are
drafted, how they differ from those of other development finance providers, how they have
evolved to secure commercial viability, and how they reflect—and reinforce—underlying power
asymmetries between lenders and borrowers.

Chinese overseas development finance remains overwhelmingly debt-based, with an estimated
loan-to-grant ratio of 31:1—indicative of its fundamentally commercial orientation (Malik et al.,
2021). Most lending is channelled through two policy banks: the China EXIM Bank and CDB, both
of which issue loans under highly standardised contractualtemplates. These agreements embed
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arange of commerciallegal and financial safeguards, including governing law clauses, arbitration
provisions, and cross-default mechanisms. Contracts of the EXIM Bank are typically governed by
Chinese law, whereas CDB loans often fall under English or New York law (Gelpern et al., 2021).
Arbitration is frequently stipulated in Chinese forums or under international commercial rules,
and many contracts include broad waivers of sovereign immunity. Provisions such as “No Paris
Club” clauses further restrict restructuring options by preventing coordinated negotiations with
other creditors (Gelpern et al., 2021; Myers & Ray, 2022). Notably, these rigid legal protections
are sometimes paired with flexible framework agreements that enable political signalling and
adaptive implementation, particularly in sensitive or strategic sectors (Wang, 2021).

In the early phases of CDF, particularly during the 2000s and early 2010s, enforcement
mechanisms often relied on commodity-backed structures. One prominent example was the use
of oil-backed loans, especially in countries such as Angola, Venezuela, and Brazil. Known
sometimes as the “Angola model,” this approach tied loan repayment to future resource exports
and became emblematic of China’s strategy to secure energy supplies while financing
infrastructure abroad. Repayment flows reportedly peaked at around 1.6 million barrels of oil per
day by 2015 (Meidan, 2016). However, the popularity of these arrangements has since declined
due to falling commodity prices, revenue volatility, debt distress, and reputational risks (Alves,
2013; Lui & Chen, 2021; Kern & Reinsberg, 2022).

In contrast, other risk mitigation tools such as turnkey contracts and offshore escrow accounts
have remained common. Under turnkey models, Chinese firms are responsible for designing and
delivering the infrastructure but are not involved in long-term operation or maintenance. These
contracts allow for a clean exit and limit the long-term exposure of Chinese companies.
Repayment is often secured through escrow accounts held offshore or by the lender, offering
financial control while maintaining the borrower’s formal ownership of the project (Gelpern et al.,
2021). While some analysts have described these as “liquid collateral,” detailed analyses such
as Brautigam et al. (2022) show they function primarily as payment routes designed to build
reserves in advance and prevent default—rather than as assets that can be seized.

Many of these commercial-style safeguards mirror private-sector lending standards, and while
legally rigid, they occasionally leave space for political flexibility and informal adjustments—
especially under framework agreements (Wang, 2021). Other features—such as cross-default
clauses and “No Paris Club” provisions—have reinforced creditor leverage in cases of repayment
distress. Forinstance, cross-default clauses—present in all China EXIM bank contracts analysed
by Gardner et al. (2021)—can accelerate repayment if the borrower defaults on another
obligation. “No Paris Club” clauses prevent borrowers from engaging in coordinated restructuring
efforts, effectively preserving China’s bilateral advantage (Gelpern et al., 2021; Myers & Ray,
2022). In restructuring scenarios, China’s approach has varied depending on exposure. Low-risk
borrowers such as Seychelles received generous terms, while high-stakes cases like Congo-
Brazzaville saw extended or even increased repayment obligations (Gardner et al., 2021).
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Opacity has long been a defining characteristic of CDF, particularly in comparison to traditional
multilateral lenders. While limited public transparency has historically been the norm,
contractual confidentiality clauses have become increasingly widespread in recent years,
mirroring practices of Western private finance. Many loan agreements now include restrictions
that prevent borrowers from disclosing not only the terms of the contract but, in some cases, even
the fact that an agreement exists (Gelpern et al., 2021, p. 6). In some documented cases, local
officials and stakeholders within recipient governments lacked access to the contracts governing
major infrastructure projects, undermining coordination and accountability across public
agencies (Muchapondwa et al.,, 2016). These internal information asymmetries further
complicate the management and oversight of Chinese-funded projects, particularly where
multiple ministries or subnational actors are involved.

In recent years, growing repayment risks and international scrutiny have prompted a strategic
recalibration. Since the launch of the BRI, roughly 70 per cent of Chinese lending has been
channelled through off-balance-sheet mechanisms, including special purpose vehicles, SOEs,
and joint ventures—often backed by sovereign guarantees or implicit state liabilities (Malik et al.,
2021). Rather than repeating the full rationale here, we refer the reader to the portfolio section for
discussion of why this shift has occurred. This marks a shift toward project-based finance and
has coincided with the growing use of public—private partnership (PPP) models. These are often
structured as design-build—finance-operate (DBFO) contracts in which Chinese SOEs act as
concessionaires, absorbing risk over longer timeframes (van Wieringen & Zajontz, 2023). This
evolution is consistent with what Zhang (2020) has described as a transition from contractors to
developers, wherein Chinese firms increasingly co-finance and operate the infrastructure they
build. It also reflects a partial convergence with multilateral development bank (MDB) practices,
including greater openness to co-financing, multilateral frameworks, and international
procurement and environmental standards (Skalamera Groce & Kdstem, 2023).

To formalise its approach to risk management, China’s Ministry of Finance introduced a Debt
Sustainability Framework (DSF) in 2019, drawing from the methodology used by the World Bank
and IMF (UNDP, 2021). Comparative research shows that Chinese loans have an average interest
rate of 4.1%, a grace period of 4.6 years, and a grant element of just 17.7%—well below the World
Bank average of 35.7% (Morris, Parks & Gardner, 2020). These figures underscore the commercial
logic that continues to underpin the bulk of CDF.

More broadly, the sharp contraction in Chinese overseas lending—from an estimated $75 billion
in 2016 to just $4 billion in 2019 (Carmody & Wainwright, 2022)—signals a shift not only in
financial strategy but also in political calculus. As debt burdens rise and flagship projects
underperform, China appears to be reassessing its appetite for high-risk sovereign lending.
Today, while its policy banks and SOEs remain commercially driven, they operate within a more
cautious, fragmented, and politically attuned development finance ecosystem—one shaped as
much by domestic pressures as by international critique.
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Vignette 1: A portin Sri Lanka (to be putin a box)

Few episodes in China’s overseas lending have been as widely discussed as the fate of Sri Lanka’s
Hambantota Port. The 2017 decision to lease operations of the port to China Merchants Port
Holdings (CMPort) was portrayed by critics as the archetypal case of “debt-trap diplomacy” in
which a struggling borrower surrendered a strategic asset to Beijing. The image was powerful,
travelled quickly through policy debates and media coverage, and endures in the popular
imagination. Yet a substantial body of research shows this reading to be misleading—particularly
the work of Deborah Brautigam and of Lee Jones and Shahar Hameiri (Brautigam 2020; Jones and
Hameiri 2020). This work finds Hambantota was not a debt-for-equity swap engineered by
Chinese policy banks, nor a template for subsequent Chinese seizure of assets.

By the mid-2010s, Sri Lanka faced mounting debt pressures, but these were not primarily the
result of Chinese lending. In 2016, Chinese loans accounted for less than 9 per cent of Sri Lankan
government debt, while the stock was dominated by international sovereign bonds with higher
interest and shorter maturities (Jones and Hameiri 2020: 16). The Hambantota project itself was
financed via China Eximbank on terms that, while not concessional, were relatively moderate
compared to the commercial bond market (Weerakoon and Jayasuriya, 2019). Debt service linked
to the port was therefore a small share of Sri Lanka’s overall foreign-currency obligations, and the
country’s repayment difficulties were driven mainly by the bunching of Eurobond maturities and
wider balance-of-payments pressures rather than Hambantota (Brautigam 2020).

Crucially, the 2017 lease was not the result of Chinese banks seizing collateral, but a decision by
the Sri Lankan government to raise foreign-exchange reserves at a crunch point (Jones and
Hameiri 2020). After approaching multiple partners, Colombo agreed to lease majority operating
rights to CMPort in exchange for about USD1 billion in equity (CMPort, 2017). The proceeds were
channelled into Sri Lanka’s general reserves to meet near-term obligations—mainly to non-
Chinese creditors—rather than to retire Hambantota-related debt. Importantly, legal ownership
of the port remained with Sri Lanka, and the original Eximbank loans continued to be serviced on
existing terms (Jones and Hameiri 2020: 19).

From a repayment security perspective, the lesson is not that China devised a novel pathway to
seize strategic infrastructure, but quite the opposite: ports are illiquid, and hard to turn into cash
in a crisis (Brautigam 2020). Moreover, the Hambatota port has limited military utility and has not
been used as a haval base. It was under-utilised at the time of the lease and required substantial
additional investment in industrial zones and logistics to become viable. For CMPort, the deal
was a long-term commercial gamble to attract cargo and investment rather than a
straightforward capture of value (Jones and Hameiri 2020: 18). For Chinese lenders, the episode
underscored that hard-asset collateral is a poor hedge against sovereign repayment risk.

In the years since, we have not seen a turn to asset seizure by Chinese creditors. Instead,
contracts have been tightened around cash-flow controls—escrow and reserve accounts—
alongside stricter confidentiality, cross-default clauses and “No Paris Club” terms that aim to
preserve priority in distress (Gelpern et al. 2021). The case of Kenya’s Standard Gauge Railway
(SGR) is instructive: rumours of a “Mombasa Port collateral” were unfounded; contractual
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analysis shows repayment was structured through escrowed revenues and take-or-pay
agreements—standard project finance mechanisms (Brautigam et al. 2022). Such arrangements
lock in repayment streams but stop short of asset transfer, reflecting a broader shift toward front-
loaded repayment safeguards that can place Chinese lenders near the front of the queue
(Gelpern et al. 2021).

However, the persistence of the Hambantota “debt-trap” story is itself significant — a story that
sticks because it is simple and seductive. The narrative has been instrumentalised in geopolitical
competition, offering a simple metaphor for Chinese encroachment despite weak empirical
foundations (Carmody et al. 2022). In Sri Lanka, agency lay primarily with domestic actors:
political leaders who championed high-profile infrastructure, fiscal authorities reliant on
international bonds, and a government that opted for a lease to shore up reserves (Jones and
Hameiri 2020). Chinese actors were central financiers and later commercial investors, but they
did not dictate the crisis or its resolution.

For this report, two lessons stand out. First, Hambantota does not illustrate a Chinese model of
creditor asset capture: it was a one-off commercial lease, not a policy-bank playbook, and it
shows the limited use of underperforming infrastructure as collateral. Second, the real pattern
since Hambantota has been the wider use of cash-flow controls in contracts, which secure
repayment but narrow debtor policy space, making coordination with other creditors harder and
raising transparency concerns.

5.3 Policy space

The extent of borrower agency in shaping contracts and the overall architecture of CDF remains a
key subject of debate. While the rigidity of contractual arrangements is a crucial factor, other
dimensions—such as who initiates project proposals, the balance of power during negotiation
processes, and the structural bias of CDF towards infrastructure—are equally significant. As
noted in the portfolio section, this sectoral bias may limit the range of development strategies
available to recipient countries.

Much of the discussion revolves around the politics of contracting. As discussed above,
researchers such as Gelpern et al. (2021) emphasise that Chinese lenders often exert substantial
control over contract terms, especially when repayment mechanisms like escrow accounts are
involved. These accounts, to which lenders may retain direct access or oversight, restrict the
borrower’s autonomy over disbursed funds. Control is further reinforced in arrangements like
EPC+F (Engineering, Procurement, Construction + Finance), where financing and project
execution are bundled. Once accepted, such deals may leave limited space for borrowers to
influence project design or financial terms (Chen, 2021).

However, others stress the demand-driven nature of Chinese lending. Governments across the
Global South have frequently pursued Chinese finance to fund infrastructure projects that
traditional donors have neglected (Hameiri & Jones, 2023). In some cases, this has enhanced
negotiating power: Humphrey and Michaelowa (2019) find that each 1 percentage point increase
in Chinese aid correlates with a 15% reduction in policy conditionality from World Bank loans in
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African countries. The emergence of China as a major financier has therefore introduced
competition into the development finance landscape, giving borrowers more room to manoeuvre
(Hernandez, 2017). In several African contexts, interviewees stressed that this attractiveness is
reinforced by China’s willingness to work with prevailing local realities without imposing political
conditions, which is perceived as a more accommodating partnership than that offered by some
traditional donors.

Some analysts characterise CDF as a form of “patient capital” (Kaplan, 2016; Sial et al., 2023),
offering longer repayment horizons and fewer immediate market pressures. This can provide
greater fiscal flexibility and allow countries to depart from austerity-driven governance models.
Crucially, this flexibility is not limited to individual projects, but may also reduce the broader
influence of economic reform packages commonly tied to Western funding. Yet this narrative
should not be romanticised. As Mawdsley (2019) and Hameiri and Jones (2020) warn, project
demand may not always emerge from democratic or inclusive processes; rather, it may reflect
elite preferences and opaque internal politics.

Moreover, borrower initiative is not always the starting point. Chinese international construction
and engineering companies (ICECs) often act as de facto project initiators, lobbying host
governments and liaising with Chinese policy banks to promote turnkey infrastructure proposals
(Zhang, 2020). When governments lack the technical capacity to independently develop large-
scale projects, this dynamic can undermine their agency from the outset.

Policy space, therefore, is not a fixed attribute expanded or restricted by China’s presence—it is
relational. As Taggart et al. (2025) argue, it is shaped by domestic political economy, institutional
capacity, and the nature of competing offers. This helps explain the variation in outcomes.
AidData finds that while 35% of BRI infrastructure projects face serious implementation
challenges—such as corruption, labour violations, or environmental harm—projects tend to fare
better when host-country institutions are involved in delivery (Malik et al., 2021). In countries with
strong inter-ministerial coordination, such as Ethiopia, Chinese loans have facilitated industrial
experimentation. In weaker governance settings, by contrast, they have intensified debt
vulnerabilities and reinforced executive dominance, while often remaining too external to
recipient states to effectively enhance state capacity (Taggart et al., 2025).

Examples abound of borrower agency being asserted. In Malaysia, the incoming government in
2018 suspended the East Coast Rail Link project and successfully renegotiated its cost down by
one-third (Al-Jazeera, 2019). In Sierra Leone, a $400 million Chinese-financed airport project was
cancelled outright following a change in government, with officials citing its excessive cost and
limited utility (BBC, 2018). In Kenya, the government mitigated debt risks in the Standard Gauge
Railway project by avoiding asset collateralisation, relying on project-based levies, and spreading
responsibilities across state-owned agencies (Brautigam et al., 2022).

Conversely, countries with weaker governance have found themselves more constrained.
Angola’s use of oil-backed loans secured immediate capital but left the country vulnerable when
oil prices dropped and Chinese imports fell. As aresult, the Angolan government cut spending on
social services by 55% between 2015 and 2021 (Miriri & Gomes, 2025). This starkly illustrates how
fiscal space can be eroded by external shocks, especially when borrowing terms are inflexible or
overly reliant on volatile resources.
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While Chinese contracts are often portrayed as rigid, emerging research complicates this
perception. The Rhodium Group’s analysis of 40 debt renegotiation cases reveals that term
extensions, refinancing, and even partial debt forgiveness are more common than generally
assumed—particularly when borrowers have access to alternative funding or undergo political
transitions (Kratz & Mingey, 2019). Borrower leverage also varies across Chinese institutions.
Loans from the Chinese EXIM Bank are generally more concessional—featuring lower interest
rates and longer maturities—than those from the CDB, which operates on commercial terms
(Morris et al., 2020). This variation in lending practices adds a further layer of complexity to
borrowers’ room for manoeuvre.

Further evidence shows that institutional arrangements at the project level can limit flexibility. In
the Western Balkans, for example, Exim Bank-financed EPC+F projects have involved tightly
integrated negotiations between Chinese SOEs, policy banks, and ministries, leaving recipient
governments with little influence over key contractual terms (Liu & Dixon, 2022). However, greater
variability is observed during the subcontracting and implementation phases, which are often
shaped by domestic institutional dynamics and informal networks (ibid.). This reinforces the point
that borrower agency is not frozen at the point of contract signing but evolves throughout the
project lifecycle, depending on domestic governance coherence and institutional strength. As
noted in the contracts and debt sections, it is also shaped by the fragmented nature of China’s
lending institutions, often resulting in inconsistent implementation and delays, adding further
uncertainty to how policy space is exercised in practice (Brautigam & Huang, 2023).

The picture is further complicated by the limited oversight built into some Chinese finance
instruments. In Latin America, for instance, credit lines from CDB have occasionally been
approved without project-level definition or enforceable safeguards (Garzén et al.,, 2021).
Compared to Western lenders, Chinese contracts are less likely to include binding social,
environmental, or anti-corruption clauses. This lack of formal accountability mechanisms can
place the burden of risk management on the borrower—without necessarily enhancing its control
or flexibility. As Bandiera and Tsiropoulos (2019) caution, large-scale borrowing on non-
concessional terms can amplify fiscal risks, particularly when contract transparency is lacking.

Taken together, these findings complicate simplistic narratives of either Chinese dominance or
borrower empowerment. Outcomes are shaped by a constellation of factors: institutional
capacity, political coherence, domestic oversight, and the broader configuration of global
finance. For policymakers, the key lesson is that CDF can expand policy space—but realising its
developmental potential depends critically on the recipient countries’ ability to negotiate
strategically and govern effectively throughout the entire project cycle.

Vignette 2: Debt sustainability, development and geopolitics in Jamaica (to be put in a box)

For four decades, Jamaica wrestled with one of the heaviest public debt burdens in the world,
subject to successive IMF programmes since the late 1970s and enduring the fiscal squeeze that
followed. By the late 2000s, interest costs were consuming a very large share of tax revenues,
crowding out spending on education, health and poverty reduction. The macroeconomic
framework shaped by IMF conditionality prioritised stabilisation and openness but did little to
shift the island from high debt and vulnerability to external shocks.
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Against this backdrop, CDF arrived with a promise of speed, scale and policy space for long-
deferred infrastructure. Chinese credit was accessible, long-term and concessional—typically
with maturities of around 20 years and interest rates around 2 and 3 per cent, occasionally just
over 1 per cent. From the mid-2000s to the late 2010s, Jamaica received around USD2.1 billion in
loans, channelled mainly into roadworks and other infrastructure (Lynton & Gonzalez-Vicente,
2022).

The North-South Highway was the emblematic project of the initial phase of engagement. This
project—completed in 2016—was structured to deliver a strategic corridor while avoiding a
recorded increase in Jamaica’s sovereign debt stock. The arrangement combined a USD457
million loan from the China Development Bank with equity from the China Harbour Engineering
Company (CHEC), both to be repaid “in kind” via the transfer of about 1,200 acres of prime land,
and a 50-year toll-road concession for CHEC (Gonzalez-Vicente, 2020). It was, in effect, an
experiment in using concessions and land-for-finance swaps to deliver infrastructure while
preserving nominal debt targets.

This innovation came with frictions. Land transfers and long concessions generated domestic
debate about transparency and public benefit; tax-waiver packages for foreign contractors were
criticised by local firms as tilting the playing field; and the heavy use of Chinese technical staff
limited knowledge transfer and local capacity building. Because funds were paid directly to
Chinese contractors rather than flowing through Jamaica’s banking system, there was little direct
effect on domestic credit or liquidity. Over time, some uses of the leased lands also became
contentious—for example, the construction of a hotel and apartments in Mammee Bay has been
met with protests from residents and environmental groups concerned about environmental
disruption and restricted access to beaches and the sea for local communities (Jamaica Gleaner,
2024).

After the North-South Highway, Jamaica’s subsequent loan agreements with China moved away
from land-for-loan deals and added escrow requirements—at odds with IMF-backed reforms
centralising government accounts at the central bank. These clauses effectively ring-fenced
future payments to China, ensuring repayment even though Jamaica’s constitution already
prioritised debt service. Jamaica’s agreements included stringent confidentiality requirements
and were typically governed by Chinese law — fuelling ongoing debates about transparency and
oversight.

By 2019, the debt stock owed to China amounted to roughly 3-4 per cent of total public debt and,
according to some sources, up to 6 per cent of all external debt—significant yet modest
compared to multilateral and private-creditor exposure. In November 2019, Prime Minister
Andrew Holness announced that Jamaica would no longer take on new loans from China, though
Chinese companies were welcome to continue investing or to bid for public works through open
tenders (Jamaica Gleaner, 2019). Several factors underpinned this shift. First, debt-reduction
commitments under Jamaica’s IMF programme and its own Fiscal Responsibility Framework
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prioritised lowering the debt-to-GDP ratio, limiting appetite for new sovereign borrowing. Second,
lessons had been learned: after over a decade of large government-to-government deals, the
limits of an off-the-shelf financing model with constrained flexibility, transparency and economic
spillovers were clearer. Third, geopolitics came into play: according to various accounts, United
States officials had become unusually vocal about Chinese activity in Jamaica—particularly in
technology and infrastructure sectors—raising the political cost of further policy-bank borrowing.

The Jamaican case thus illustrates the attractions and limits of triangulation. China’s policy
banks and SOEs delivered high-profile infrastructure when traditional partners were absent, but
the model imposed rigid conditions, generated limited spillovers and heightened domestic
sensitivities around land use and sovereignty. The IMF provided fiscal discipline and credibility
but constrained policy space and entailed prolonged austerity. Private capital markets offered
liquidity, but at higher and more volatile rates. Navigating among these partners has been
Jamaica’s developmental reality: extracting gains from each while managing the costs, all against
a shifting geopolitical backdrop. Jamaica’s 2019 pivot shows that even small states can
recalibrate—balancing relationships to preserve debt sustainability and sovereignty. Yet the
margins remain narrow.

5.4 Development and Debt

A key issue closely tied to questions of borrower agency is that of debt. It deserves distinct
attention—not only for its centrality in the debate on CDF, but also because of its deep
implications for long-term sustainable development. Debt in itself is not inherently problematic.
As Ann Pettifor (2014) argues, debt and money are not natural constraints—they are political
economic constructs, and an economy can afford debt as long as a society has the capacity to
deliver on the economic promise. Authors like Ha-Joon Chang (2002) and Mark Blyth (2013) have
also pushed back against the austerity gospel, highlighting the productive role of state-led
borrowing when geared toward transformation. China’s own experience illustrates this dynamic:
since the 1990s, the country has relied on a credit-driven growth model that mobilised vast
domestic savings and channelled them into infrastructure, manufacturing and urban expansion.
This approach fuelled rapid growth and industrial upgrading, but also left behind significant local
debt burdens and industrial overcapacity — underscoring that debt can be a powerful
development instrument but also a potential source of fragility when growth slows. The value of
debt lies in whether it supports long-term development without undermining national sovereignty
or certain degrees of fiscal stability. From this lens, the more relevant question is not “how much
debt” but “what kind of debt, under which conditions, and for what purpose?”

China’s emergence as a major development financier has catalysed this debate globally. Its vast
lending programme has been cast by critics as a “debt trap,” a notion suggesting that Beijing
intentionally saddles countries with unsustainable obligations to seize strategic assets. But as
Jones and Hameiri (2020) note, this narrative collapses under scrutiny. Chinese loans are
generally driven by commercial motives—such as externalising surplus capital and securing
economic returns—not grand geostrategic conquest. The Hambantota Port in Sri Lanka, often
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cited as a cautionary tale, was in fact a poorly conceived project driven by domestic elites and
financed by both Chinese and Western sources (Brautigam, 2020; Jones and Hameiri, 2020).

What the evidence shows is that China’s lending has increasingly prioritised risk mitigation over
control. The new generation of loan contracts discussed above has moved away from asset
collateralisation and towards liquidity collaterals, while practically being open to renegotiable
terms. Nonetheless, concerns about transparency remain. AidData (Malik et al., 2021) finds that
in 42 low- and middle-income countries, Chinese debt exposure exceeds 10% of GDP, much of it
“hidden” from national accounts due to lending through SOEs, joint ventures, and special
purpose vehicles. This has led to underreporting equivalent to nearly 6% of GDP, complicating
fiscal planning and sovereign risk assessment (ibid).

Importantly, while China has grown as a creditor, it is not the largest source of external debt in
many countries. In Zambia, which has recently undergone debt distress, the bulk of debt is owed
to Western commercial lenders and multilateral institutions (Kern & Reinsberg, 2022), a case that
is not dissimilar from that of Sri Lanka (Jones & Hameiri, 2020). The structural legacy of the 1980s
debt crisis, when Global South countries became heavily indebted to the IMF and Paris Club
lenders, continues to shape today’s debt burdens. Yet, some Western critiques often ignore this
history, casting China as a singular threat rather than one actorin a broader, deeply uneven global
financial architecture (Black, 2001). As Zajontz (2021) argues, such recurrent cycles of debt
accumulation, crisis, and restructuring reflect not only poor choices but also a broader structure
of dependency embedded in global capitalism—where debt itself becomes a tool of control,
recycled through shifting coalitions of creditors.

Where China diverges most from traditional donors is in its approach to debt distress. Instead of
joining the Paris Club, Chinese institutions handle restructuring on a bilateral, fragmented basis.
Policy and commercial banks operate autonomously, and full debt cancellation is rare—usually
confined to interest-free loans that represent a tiny fraction of China’s overall portfolio
(Brautigam, 2022). Most restructurings involve maturity extensions or grace periods, rarely
haircuts (Kratz & Mingey 2019). This institutional fragmentation complicates participation in
coordinated relief. As discussed in the policy space section, Brautigam and Huang (2023) observe
that China's decentralised system—ranging from the EXIM bank and CDB to central and
provincial SOEs—slows joint negotiations under frameworks like the G20 Common
Framework. Hameiri and Jones (2025b) add that this inconsistency stems from China’s domestic
institutional setup, where economic agencies, diplomats, and financial regulators often act with
overlapping and at times conflicting mandates—limiting the country’s capacity to engage
coherently with global norms.

Moreover, Chinese finance is not always an exit ramp from austerity. As Kern and Reinsberg
(2022) document, countries facing repayment problems on Chinese loans often return to the IMF,
typically under more restrictive terms. Rather than displacing Bretton Woods institutions, CDF
can precede deeper entanglement with them. Ferry and Zeitz (2024) show that borrowers with
high levels of Chinese debt tend to undergo more prolonged negotiations with the IMF during
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crises, as coordination challenges and limited transparency delay agreement on restructuring
plans. As Hameiri and Jones (2024) argue, today’s sovereign debt gridlock is less about
geopolitical rivalry and more about the commercial logics of fragmented creditor landscapes—
China being just one participant.

The risks are not only at the macro level. Chen (2020) shows how delayed disbursements on the
China-Laos railway forced contractors to self-finance, pushing the cost down the chain to
workers through wage arrears and exploitative conditions. This also underscores how a lack of
financial coordination can cascade into local liquidity shortfalls, resulting in labour precarity -
harms that are rarely captured in official metrics. Moreover, not all Chinese loans have served
productive or socially meaningful purposes. In some cases, poorly chosen projects, elite capture,
and weak oversight have generated liabilities without commensurate benefits. While the “debt
trap” thesis may be overstated, the risks of opaque, inefficient, or politically misaligned
borrowing remain.

In sum, the debate on debt and CDF must move beyond caricatures. CDF offers opportunities,
especially where it aligns with national development strategies, even if such opportunities are, as
discussed above, often limited to infrastructural development. But realising its promise requires
policy vision, strong institutions, fiscal transparency, and caution in the face of a global
governance regime designed in the interests of creditors and not borrowers.

Vignette 3: Debt distress in Zambia (to be put in a box)

Zambia’s recent debt troubles have inevitably put the spotlight on China’s role as a major
creditor. While Chinese lenders held only 13 per cent of Africa’s debtin 2019 (World Bank, 2021),
by the time Zambia defaulted on its foreign bonds in 2020, its loan commitments to China alone
had reached the equivalent of 43 per cent of GNI (Brautigam, 2022a: 1347). Those obligations
were scattered across at least 18 different banks and companies—around USD10.1 billion in 78
loans by 2020 (Brautigam, 2022a: 1363; Global Development Policy Center, 2025). Thereby,
China’s importance in Zambia’s debt distress stemmed less from a distinct and unified lending
strategy and more from the way CDF added to an already fragmented creditor landscape, making
restructuring considerably harder (Brautigam, 2022b; Lawrence, 2022).

In the run-up to the crisis, a wide array of commercial, loosely coordinated Chinese creditors—
both banks and firms—continued lending while engineering, procurement and construction
(EPC) contractors competed aggressively and often bundled finance to win projects (Brautigam,
2022a: 1354-1357). From 2015, official data on public debt grew patchier. As a result, creditors—
including rival Chinese banks that did not share portfolio information—lacked a reliable picture
of Zambia’s aggregate obligations, and this lack of clarity helped sustain lending despite rising
risks (Brautigam, 2022a: 1362).
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When the crunch came—Zambia defaulted on Eurobonds in November 2020—Lusaka entered
the G20 Common Framework as an early test case. The process quickly revealed coordination
frictions: an official creditor committee co-chaired by China and France (with South Africa as
vice-chair); divergent approaches among numerous Chinese lenders; early Chinese requests to
“ring-fence” the Kafue Gorge Lower hydropower loan (ultimately, KGL was included in the official
restructuring package); and a dispute over whether to include Zambian-law bonds held by foreign
investors—Zambia sought to exclude them to protect the domestic market, while others argued
they should be included (Grigorian and Bhayana, 2024; Lawrence, 2022). Talks also stalled over
“comparability of treatment”—the principle that different creditor groups should offer relief of
roughly similar value. In late 2023, the official creditor committee judged the bondholders’ initial
offer not comparable because it provided less short-term breathing space and a shorter delay to
repayments than the OCC baseline terms, even though the headline write-down looked larger. A
revised package agreed on 25 March 2024 was then deemed comparable (Grigorian and Bhayana,
2024). Private creditors also lacked visibility on the official creditors’ terms, which complicated
like-for-like comparisons under the Common Framework (George, 2024).

After protracted talks, Zambia agreed a restructuring with Eurobond holders on 25 March 2024,
which freed up funds in the short term and kept its IMF programme on track (Grigorian and
Bhayana, 2024). In parallel, the IMF increased its programme in 2024 (from USD1.3bn to
USD1.7bn) and released a further USD184m in December 2024—signalling progress on reforms
and the restructuring (Makhmatova, 2025). This created some fiscal breathing space, including
for health and education. Yet, as Makhmatova (2025) stresses, the relief is temporary: debt
service continues to absorb a large share of revenues; copper dependence and climate shocks
keep vulnerabilities high; and without deeper reforms to transparency, inter-creditor
coordination, and fiscal capacity, large maturities in the late 2030s-2040s could bring pressures
back.

In short, Zambia’s experience highlights familiar creditor-debtor hierarchies while showing how
the addition of a major creditor—via many separate Chinese lenders—further complicated
coordination. It is now cited as the Common Framework’s so-called first “success”, but with
“battle scars” that have left many wary of the mechanism’s effectiveness (George, 2024). Zambia
is unusual in the sheer number of Chinese creditors involved. Restructuring may prove less
fraught where exposure is concentrated in fewer Chinese entities, although the structural power
of creditors is likely to persist across the board.

5.5 Sustainable Development

Sustainability, in its broadest sense, runs as a thread through earlier discussions on the portfolio
composition, contract architecture, borrower agency, and debt dynamics of CDF. Its implications
depend on the developmental rationale of projects, financing conditions, borrower agency,
institutional capacity, and debt sustainability. At the core of all these issues lies a broader
question: do CDF-backed initiatives contribute to long-term development aligned with
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frameworks such as the SDGs, or do they entrench short-termism at high environmental and
social cost?

The composition of CDF’s portfolio is central to this discussion. As outlined in the project
portfolio section, Chinese finance has heavily favoured large-scale infrastructure—particularly in
energy, transport, and extractives—which, while offering rapid and tangible economic returns,
often carries considerable ecological and social risks. Bebbington et al. (2018) demonstrate that
infrastructure and extractive activities in forested regions of the Amazon, Indonesia, and
Mesoamerica have become leading drivers of deforestation, greenhouse gas emissions, and
threats to community rights. These impacts are particularly pronounced where protections for
local populations are weak or non-existent. AidData (2021) further indicates that a large
proportion of the Chinese-funded projects suspended or cancelled between 2000 and 2017 were
in transport and infrastructure. Land acquisition and compensation have posed persistent
challenges, especially for Chinese contractors unfamiliar with resolving land ownership disputes
abroad, in contexts where property protections, bureaucratic interests, and weak enforcement
have made acquisition costly and contentious (Wissenbach, 2020).

The focus of CDF on infrastructure leads to an almost inevitable entanglement in issues of
sustainability and rights—even when the infrastructure being developed holds clear
developmental potential. This is particularly evident in the mining sector, where Chinese-
financed infrastructure supporting transition mineral extraction—such as roads and ports—often
lacks robust social, environmental and governance safeguards (Gu et al., 2025). Indeed, analyses
suggest that 63% of projects financed by China’s policy banks between 2008 and 2019
overlapped with critical habitats, protected areas, or Indigenous lands—posing
disproportionately higher socio-ecological risks than comparable World Bank projects,
particularly in the energy sector (Yang et al., 2021). Environmental controversies are also
recurrent in other sectors: research and NGO reports highlight contamination and degradation
linked to Chinese-financed transport, hydropower, and industrial projects, which often defer to
host countries’ inadequate environmental management systems (Ray, 2017; Gonzalez-Vicente,
2019; Godoy, 2021; Malik et al., 2021; Skalnes, 2021; Swaine, Mariani & Jones, 2021).

Quite often, ensuring that large infrastructure projects achieve the maximum developmental
returns with the lowest possible impacts on sustainability and rights requires careful
planning, transparent procedures, and inclusive participation. However, all these areas remain
underdeveloped across most CDF arrangements, as seen, for example, in the confidentiality
clauses discussed above. As noted in the contracts and policy space sections, field studies from
Africa show that Chinese-financed projects frequently lack meaningful consultation with
affected communities, undermining both project effectiveness and social legitimacy
(Muchapondwa et al., 2016). This is frequently linked to government-to-government negotiations
involving mostly state-owned agencies on both sides, which exclude local communities and
actors from the outset (Liu, 2019; Godoy, 2021). Such exclusion has in turn provoked public
backlash, operational hurdles for implementers, and in some cases xenophobic sentiment
towards Chinese workers and firms (Nyabiage, 2021; Swaine, Mariani & Jones, 2021). Moreover,
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the opacity of Chinese finance—largely absent from platforms such as the OECD’s Creditor
Reporting System or the International Aid Transparency Initiative—has been widely
acknowledged as a barrier to scrutiny and oversight (Muchapondwa et al., 2016). Chinese
creditors and contractors are often reluctant to disclose detailed project data, invite external
monitoring, or hold open tenders, further undermining credibility in international development
arenas (Liu, 2019; Carrai, 2021).

These limitations are compounded by CDF’s reliance on host country regulatory frameworks.
While this model supports the principle of national ownership, it is problematic in settings where
institutions are under-resourced or environmental safeguards are poorly enforced. Evidence
from the Andean Amazon, for instance, shows that deferential approaches have often failed to
prevent deforestation, displacement, and social unrest—especially where prior consultation and
environmentalimpact assessments (EIAs) were insufficient or bypassed entirely (Ray et al., 2018:
3-22). Labour disputes have also emerged as a persistent challenge: cases involving Chinese
employers have increased in Africa, Southeast Asia, and Latin America, most often concerning
low wages and poor working conditions (Gardner, 2018; Siow, 2020; Nyabiage, 2021). In East
African railway megaprojects, for example, Chinese SOE representatives unaccustomed to
strikes at home struggled to resolve disputes through local courts and legal systems (Carrai,
2021).

This opacity intersects with another key dimension of sustainability: institutional capacity. A
recurring concern is limited institutional capacity in many borrowing countries. In principle,
China’s flexible and non-prescriptive approach could help to reinforce domestic institutions by
allowing greater national ownership. In practice, however, many countries engage with CDF at a
moment of institutional fragility, shaped by decades of structural adjustment and externally
driven reform (Kong & Gallagher, 2021). This has contributed to fragmented implementation,
inconsistent oversight, and limited capacity for long-term planning. Evidence from the Balkans
shows how Chinese-financed projects have bypassed national procurement and environmental
regulation channels not only due to institutional weakness but also because of active political
choices by host country elites, whose focus on rapid development and political gain has
produced fiscal exposure and, in some cases, political backlash (Rogelja, 2020).

In some contexts, limited institutional capacity and weak regulatory oversight—both within
recipient countries and on the part of Chinese lenders—have enabled forms of corruption that,
while not unique to CDF, carry particular characteristics. In Ethiopia, for instance, Driessen
(2019: 912-915) describes how corruption in Chinese-financed infrastructure projects often
manifests through inflated procurement, preferential subcontracting, and informal payments to
expedite approvals. Rather than being sanctioned, such practices are frequently normalised as
pragmatic collaboration between local officials and Chinese firms, distorting resource allocation
and eroding public trust. Chinese aid has also been linked to heightened perceptions of
corruption among citizens in African local governments, particularly where institutional oversight
is weak (Cha, 2024). These dynamics echo concerns raised in the debt section regarding elite
capture and poor oversight.
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While traditional donors such as the World Bank have promoted participatory governance in
recent decades, they often sidelined national governments during the era of structural
adjustment. CDF represents a reversal—granting more discretion to governments but often
marginalising local communities. The implications of this trade-off for sustainability, particularly
in terms of long-term ownership and infrastructure maintenance, remain insufficiently examined,
or at least research is partly inconclusive because outcomes depend heavily on contextual
factors. Yet it is reasonable to suggest that while non-conditionality has been well received by
many borrowers, the lack of meaningful participatory approaches is often at the centre of civil
society backlash. Nonetheless, recent research suggests it is not always useful to frame CDF in
opposition to traditional finance models. Existing co-financing arrangements—particularly with
international or local partners—are associated with stronger local participation, higher project
completion rates, and better environmental outcomes in Chinese-financed projects (Lu et al.,
2024).

Crucially, as with many of the issues discussed above, CDF’s approach to sustainability has not
remained static. It has continued to evolve, adapting to specific contexts. The development of
formal sustainability frameworks by Chinese policy banks—such as green finance guidelines and
sector-specific risk assessments—is a welcome move, although most of these remain voluntary.
Both the CDB and the China Export- EXIM Bank have issued internal guidance encouraging
projects to follow environmental and social risk management (ESRM) principles, including the
requirement for Environmental Impact Assessments and public participation under host country
law (Friends of the Earth, 2016: 11-32).

A particularly notable development came in 2021, when China announced that it would no longer
finance new coal-fired power plants abroad. This policy change, driven by global climate
pressures and China’s own carbon neutrality goals, has shifted the emphasis toward renewables
(Wang et al., 2024). While this marks a significant departure from earlier practices, the
sustainability of future energy investments will depend not only on their carbon profile, but also
on implementation standards, consultation practices, and regulatory integrity. Moreover,
evidence suggests that while some coal projects have been cancelled, the total number of coal
plants financed by China has continued to increase (Gonzalez et al. 2023)

More broadly, the Chinese government has issued a suite of policies designed to embed green
finance into its banking system. These include the Green Credit Guidelines (CBRC, 2012) and
directives from the State Council promoting market-based mechanisms for environmental
protection. In collaboration with the UN Environment Programme, the People's Bank of China has
supported the Green Finance Task Force, which has urged Chinese banks to adopt international
sustainability norms, such as the Equator Principles (Friends of the Earth, 2016: 13-14).

More recently, regulators have also taken steps to alignh Chinese financial institutions with global
ESG disclosure norms, including efforts to make environmental risks more transparent and
comparable across sectors (UNEFI, 2025). While most of these reforms remain focused on
domestic finance, recent moves to standardise ESG disclosures and expand instruments such
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as green bonds, transition finance, and green insurance could, over time, shape sustainability
practices in China’s overseas development lending (Yue & Nedopil, 2025). In parallel, pilot
initiatives like the “Green BRI” reform—trialled in selected Chinese provinces—have been shown
to reduce the carbon intensity of outbound investment projects, offering early evidence that
domestic regulatory changes can lead to measurable improvements in the environmental
footprint of CDF (Larsen et al., 2023).

Yet implementation continues to lag behind commitment. According to UNDP and China
Development Bank (2019), even though Chinese DFls have established SES guidelines,
monitoring, grievance mechanisms, and institutional accountability remain limited, particularly
in overseas lending. CDB and EximBank have yet to implement fully independent accountability
mechanisms comparable to those of the World Bank or the Inter-American Development Bank
(UNDP, 2021). These shortcomings have been acknowledged for years, with earlier voluntary
guidelines for overseas environmental governance proving largely ineffective without
enforcement (Zhang et al., 2015).

In sum, while CDF can facilitate timely responses to critical infrastructure needs, its contribution
to the SDGs will ultimately depend on how effectively speed and scale are balanced
with transparency, regulation, and accountability. Greater transparency, independent
monitoring, and genuine stakeholder engagement—particularly in fragile institutional
environments—remain essential if CDF is to enhance its impacts on sustainable, equitable
development.

5.6 Geopolitics

An important issue for consideration in this report is the set of geopolitical tensions that have
emerged around development cooperation more broadly, and development finance in particular.
These tensions have been unfolding for more than two decades, but appear to have intensified
since the COVID-19 pandemic, when narratives of “strategic competition” between China and
other countries became more prominent. While this report does not seek to provide a
comprehensive account of the complex geopolitical and geoeconomic dynamics at play, it is
important to note that CDF has consistently been situated within this broader geopolitical
backdrop. Three main areas of tension can be identified.

The first concerns the longstanding contest for diplomatic recognition between China and
Taiwan, dating back to 1949 and intensifying from the 1970s onwards. In what was once termed
“chequebook diplomacy”, both sides have extended significant aid and development finance to
countries viewed as potential candidates for switching recognition—whether to preserve existing
ties or to encourage a change. The literature generally suggests that Beijing has developed an
unparalleled capacity to attract Taiwan’s allies through promises of large-scale infrastructure
projects and preferential access to Chinese markets. Increasingly, and reflecting the evolving
imbalance of power between the two, development programmes in both Taiwan and China have
been intertwined with economic interests and the projection of norms and soft power, rather than
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functioning purely as transactional diplomatic exercises (Tubilewicz, 2016). As of 2024, only 12
countries recognise Taiwan. Over the past decade, a succession of recognition switches—from
states in Africa, Latin America, the Pacific and the Caribbean—has been accompanied by the
mobilisation of CDF within a clear framework of geopolitical competition.

The second area of tension relates to China’s relations with countries in itsimmediate geographic
vicinity. The BRI, often interpreted as a grand strategy for China’s outward economic expansion—
despite academic literature pointing to more complex origins and drivers (Jones & Zeng, 2019)—
has generated anxiety among regional rivals such as India and Japan. India views China’s BRI
projects in Pakistan, Sri Lanka and Bangladesh as a challenge to its economic and security goals,
and has declined to sign a memorandum of understanding on BRI cooperation (Kamdar, 2019).
Japan, historically the leading development financier in post-war Asia, has likewise expressed
open scepticism towards China’s lending and project implementation approaches, despite
notable similarities between the two countries’ overseas development finance strategies. Tokyo
regarded the establishment of the Asian Infrastructure Investment Bank as a direct challenge to
the existing multilateral development cooperation architecture centred on the Asian
Development Bank, which Japan has traditionally co-led with the United States (Pesek, 2019).
Russia, for its part, also remains wary of China’s growing influence in Central Asia (Ubaydullaeva,
2025)

The third area involves tensions with certain Western countries. China’s overseas development
finance has raised concerns in the United States and parts of Europe (Balding, 2018; The
Economic Times, 2019). The United States and some European governments and firms have
criticised what they perceive as excessive state intervention in projects and the dominance of
Chinese SOEs, arguing that these practices distort competition and reduce benefits for non-
Chinese partners (Chance, 2016). Washington has expressed particular concern over Beijing’s
expansion of influence—backed by development finance—in regions that the United States has
traditionally considered its sphere of influence, such as the Middle East and Latin America. For
example, the United States opposed a World Bank-financed project to connect Nauru to Guam,
an American territory and regional hub, via undersea cables, because one of the bidders was
Huawei, the Chinese telecommunications company designated as a security risk by United
States authorities (Barrett and Yew, 2021). While the European Union recognises the potential
benefits of the BRI, it has been highly cautious regarding China’s engagement with Central and
Eastern European countries and the possible implications for European cohesion (Kynge and
Peel, 2017).

As discussed throughout this report, these narratives of tension—framing competing world views
and models of development finance—can obscure important similarities between Chinese and
other types of development finance. Some authors have described this as a “miserly
convergence” between China and the West (Hameiri & Jones, 2025), with development
cooperation increasingly shaped by fiscally constrained models, reduced concessional
resources, and a heavier reliance on commercial instruments and private finance mobilisation.
The outcome is that heightened geopolitical competition is unlikely to produce the substantial
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increases in development assistance that many had anticipated. Be that as it may, CDF has had
to navigate these shifting geopolitical waters, proceeding with caution in certain geographies and
facing both fair and self-interested critiques. Overall, geopolitical tensions between Beijing and
other major powers have created obstacles for China’s overseas development activities,
influencing both the reception of CDF and the strategic calculus of partner countries.
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6. Conclusion and Policy Implications

This report provides a comprehensive overview of China’s development finance (CDF), covering
its institutional structure, strategic motivations, policy preferences, operational practices, key
challenges and global implications. It draws on a wide range of sources, including academic
literature, official policy documents, corporate and banking records, media reports, NGO
publications, and interviews with development finance practitioners. Special attention is given to
Chinese-language materials to capture domestic perspectives shaped by China’s political
priorities, economic needs, and social norms - dimensions often underrepresented in
mainstream Western appraisals of CDF.

The report also highlights key aspects of CDF, including its project portfolio, complex contract
structures, the policy space of recipient countries, debt concerns, sustainability impacts, and
geopolitical tensions. It identifies major trends in CDF that reflect opportunities and challenges
posed by Chinese finance, global structural inequalities, and the prospects for achieving the
SDGs. Importantly, the report incorporates perspectives from the Global South, whose agency,
responses, and in some cases limited engagement, significantly influence project outcomes. The
social, economic, and environmental implications of Chinese-funded projects in these countries
are central to assessing the extent to which CDF aligns with the SDGs, and thus lies at the core of
this analysis.

This report aims to inform the public about the key structures and developments of CDF and to
offer policy recommendations for development policymakers. Rather than restating the report’s
findings, this concluding section highlights several key insights. Policy implications will be
outlined in the second part of the conclusion.

The first lesson is that CDF has entered a “post-peak” phase. Sovereign lending has slowed, while
new modalities —such as off-balance-sheet mechanisms, public-private partnerships, and
investments in green and digital infrastructure—are expanding. These shifts reflect pressures in
partner countries, including debt risks, and changes within China’s economy. Recognising this
transition is essential to understanding the likely direction of CDF in the coming decade.

A second lesson is that developmental outcomes depend critically on borrower agency and local
participation. Where institutions are strong and strategies coherent, CDF has often helped
advance national priorities; where capacity and inclusion are weak, limited transparency and
exclusion of local actors have undermined effectiveness and legitimacy. This underscores the
importance of borrower capacity, disclosure, and stakeholder engagement in shaping results
while also highlighting a key weakness of CDF: limited support for institutional capacity
development.

A third lesson is that, although dominated by state-affiliated entities, CDF is explicitly shaped by

—and seeks to promote—market mechanisms. Within domestic Chinese discourse, development
finance is seen as a vital instrument for promoting economic growth and social stability across a
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range of policy areas. It is conceived as a bridge between the state and the market, deploying
state-backed credit to meet market needs or address market failures. Chinese analysts often
present “market principles” as normative benchmarks that development finance institutions
ought to follow. Accordingly, they argue that the operations of these institutions—including
project preparation, evaluation, credit assessment, implementation, and monitoring—ought to
prioritize long-term economic viability alongside primary development goals. Financial
profitability is seen as an important safeguard, with analysts emphasizing the need to avoid
projects vulnerable to political interference or bureaucratic inefficiency that might undermine
financial returns. In practice, while state-affiliated actors play a dominant role in disbursing and
utilizing development finance, their ambitions are not framed as counter to market principles;
rather, they are presented as responding to market incentives and extending market logics into
sectors and locations where high investment risk would otherwise deter private participation.

A fourth lesson is that, in practice, this market orientation is markedly stronger in China’s
overseas development finance than in its domestic financing. Domestic development finance
spans poverty alleviation, social welfare, climate action, strategic industry support, and
infrastructure. By contrast, overseas development finance is more narrowly focused on large-
scale, commercially viable physical infrastructure—especially in transport and energy. This
narrower scope means that overseas projects are primarily assessed in terms of financial
viability, which can limit their wider developmental contribution.

A fifth lesson is that the fragmented, decentralised architecture of CDF brings agility and scale,
but also coordination challenges in delivery. While the central government and ministerial
agencies make efforts to align these institutions with the country’s strategic overseas goals, they
also grant significant operational autonomy—especially to policy and commercial banks and
SOEs—to pursue commercial opportunities within broad strategic frameworks. Multiple
ministries play key roles in policy-making and coordination but often compete for resources,
power, and influence, leading to overlapping responsibilities and jurisdictional conflicts.
Although state-owned banks and enterprises mobilize state finance, they frequently prioritize
commercial interests over the state’s strategic objectives at the project level. This configuration
helps to explain both the speed of deployment and recurrent delivery bottlenecks.

A sixth lesson is that CDF expands the menu of development finance options, yet its portfolio is
comparatively narrow and carries material risks. CDF has introduced new options—particularly
through its emphasis on large-scale infrastructure, government-to-government modalities, and
non-conditional lending—but its emphasis on strategic, commercially viable projects and state-
affiliated operators can sideline more socially embedded, participatory, and environmentally
sustainable approaches. The predominance of debt-based financing, limited transparency, and
constrained restructuring options (including lender-protective contractual provisions) raise
concerns about long-term development effectiveness, particularly in fragile institutional
environments.
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A seventh lesson is that, compared with traditional development finance models that often
promote local stakeholder participation but constrain national economic policy, CDF frequently
exhibits the reverse pattern. It grants borrowing governments and national elites greater
discretion —partly reversing the constraints imposed during the structural adjustment era—but it
does so at the cost of marginalising community participation and inclusive consultation. This
strengthens national ownership, yet can also reinforce executive dominance and limit
accountability, especially in contexts of weak institutions. Moreover, CDF’s decentralised and
fragmented nature complicates collective action and coordination, particularly during debt
crises. While this offers recipient governments greater policy space in theory, the actual exercise
of such space is contingent upon their institutional strength and negotiation capacity. The
exclusion of local stakeholders from planning processes and the opacity of lending practices
have undermined both project legitimacy and developmental outcomes in several contexts.
Strengthening borrower systems, disclosure, and participatory processes would help to address
these risks without eroding national ownership.

An eighth lesson is that, although most research emphasizes bilateral channels, China is also
deeply engaged in multilateral development finance. China collaborates with all major
multilateral development finance institutions (MDFIs) through various means, including capital
contributions that secure official membership, establishing collaborative trust funds, co-issuing
bonds, knowledge exchanges, and providing aid to multilateral organizations. China is also a
significant borrower from selected multilateral development banks (MDBs) like the Asian
Development Bank (ADB) and World Bank. While China holds moderate influence in most
MDBs—except for the New Development Bank (NDB) and Asian Infrastructure Investment Bank
(AlIB), which it helped establish—it participates actively to gain technical assistance, learn from
and adopt international practices (especially in project management, procurement, and
safeguards), share financial risks, and strengthen itsinfluence in MDFI governance. Despite some
tensions overissues like representation, procurement rules, and MDB safeguards, China remains
a committed supporter of multilateral development finance.

A ninth lesson is that Chinese financiers are experimenting with a widening range of co-financing
arrangements. Over the past two decades, Chinese banks have increasingly collaborated with a
wide range of international public and private partners to support large-scale development
projects. Co-financing allows Chinese institutions to diversify risk, pool resources, and enhance
the economic viability of major infrastructure and energy projects. It also exposes them to
international lending practices— including project evaluation, risk assessment, and
environmental and social safeguards-fostering long-term global cooperation. Evidence suggests
that co-financed projects tend to have higher completion rates and better environmental
outcomes. Additionally, Chinese governments and financial institutions have established funds
alongside MDFIs to provide more stable and long-term financing. This support is welcomed by
multilateral institutions, and helps China to enhance its informal influence within them, while
generating financial returns.

A tenth lesson is that coordination with MDBs and other financiers remains uneven. Emerging
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practices—such as co-financing arrangements, evolving environment, social and governance
(ESG) disclosure norms, and limited but growing regulatory reforms—suggest potential for
greater alignment with global development standards. Yet these reforms remain nascent and
inconsistently applied, particularly across China’s overseas operations. Deepening cooperation
with MDBs and improving alighment with multilateral debt treatment processes would support
more predictable outcomes.

In conclusion, while CDF offers an alternative source of development finance that resonates with
many developing countries' infrastructure ambitions and sovereignty concerns, its contribution
to sustainable and equitable development remains uneven. Realizing its full potential will require
a shift toward greater transparency, institutional accountability, and stakeholder inclusion, both
within China’s financial architecture and among its development partners. Coupled with stronger
borrower capacity, clearer restructuring pathways, disciplined project selection in a “post-peak”
environment, and greater coordination with MDBs, CDF can better support long-term, inclusive,
and sustainable development.

Policy implications for European Engagement with Chinese Development Finance

As CDF continues to evolve in scope, modalities, and influence, European policymakers should
adopt a pragmatic and strategic approach. This entails recognizing both the opportunities and
challenges of engaging with Chinese institutions, acknowledging the shifting landscape of global
development cooperation, and responding to the legitimate —-and increasingly complex—
demands of partner countries that now face a wider range of financing options. Such an approach
is particularly important for advancing progress towards the SDGs, safeguarding global financial
stability, and navigating intensifying geopolitical tensions.

1) Balance Constructive Engagement with Strategic Caution.

While cooperation with Chinese institutions is important, European engagement must be guided
by a clear understanding of the geopolitical dimensions of China’s development finance strategy.
This includes concerns around debt sustainability, strategic dependencies, and the broader
implications of China’s expanding global influence. Dutch policymakers should adopt a
principled but pragmatic approach—adhering to globally recognised standards of transparency,
accountability, labour and environmental safeguards, and human rights without resorting to
counterproductive decoupling that could hinder global SDG progress. Strategic caution is
especially important in fragile states or critical sectors such as energy and digital infrastructure.
Incorporating geopolitical risk assessments into Dutch development finance strategies will help
ensure that cooperation does not inadvertently undermine national or EU strategic interests. At
the same time, development finance should not be securitised or used as an instrument of bloc
politics. Engagement should resist decoupling narratives, and prioritise complementarity and
SDGs delivery, particularly as other actors scale back their global development commitments.

2) Recognise the Institutional Diversity within Chinese Development Finance.
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Policymakers should avoid treating CDF as a monolithic entity. The institutional landscape is
fragmented, comprising ministerial bodies, policy banks, commercial banks, and SOEs—each
operating under different mandates and incentives. While some institutions prioritise
commercial returns, others operate according to broader strategic directives from Beijing.
Effective engagement requires a nuanced understanding of these institutional dynamics,
including variations in operational autonomy, risk appetite, approaches to safeguards, and
commitment to global standards. Developing context-specific engagement strategies can help
identify credible partners and strengthen project-level coordination.

3) Rebuild trust with partners that have turned towards China by addressing historical grievances.

Acknowledge legacies associated with past conditionality and debt episodes; prioritise debt
transparency and fair burden-sharing in restructurings; and commit to country-led priorities.
Adopt a relationship-based, listen-first approach that treats partners as equals — though regular
policy dialogues, joint diagnostics, and co-created country compacts—avoiding the export of
templates based on EU priorities. Frame Europe’s comparative advantage not in prescriptive
models, but in reliability, quality, and respect for sovereignty. Back this stance with concrete
actions, including participatory mechanisms at multiple levels, predictable disbursements,
transparent contracts, and timely restructurings, to ensure and strengthen long-term
partnerships.

4) Strengthen borrower capacity, promote country ownership and ensure meaningful
participation.

Ring-fence resources for long-term institutional strengthening — public investment management,
debt management, procurement, audit, and environmental and social (E&S) systems — so that
partner institutions can plan, appraise, procure, and supervise projects independently (whether
financed by Chinese or other partners). Require early and inclusive stakeholder engagement
(including sub-national authorities and affected communities) and ensure that feedback is
integrated into project design. Where co-financing with Chinese lenders is pursued, channel
technical assistance through borrower systems to build local capability rather than establishing
parallel delivery mechanisms. Reaffirm that recipients are not passive aid beneficiaries or proxies
in geopolitical competition, but leading development partners.

5) Build Complementary Partnerships to Advance the SDGs .

European countries should explore partnerships with Chinese institutions that align with shared
development priorities, especially the SDGs. These may include collaborative trust funds, joint
capacity-building initiatives, and knowledge-sharing platforms focused on strengthening local
governance, safeguard frameworks, and monitoring mechanisms in partner countries. For
instance, Dutch institutions can serve as a bridge between Chinese capital and global
sustainability standards by offering technical expertise in sustainable urban planning,
agriculture, water management and environmental safeguards. Working with Chinese lenders
and local partners, Dutch actors can help ensure that large-scale infrastructure projects
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generate both commercial returns and social value, with the latter treated as a core objective and
measured through clear results frameworks.

6) Deepen Engagement through Regional and Multilateral Platforms

European countries should continue encouraging Chinese participation in regional and
multilateral platforms where constructive engagement is possible. As a strong supporter of
organisations like the European Bank for Reconstruction and Development (EBRD), European
Investment Bank (EIB), Inter-American Development Bank (IDB) and International Fund for
Agricultural Development (IFAD), the Netherlands can push for enhanced social, environmental
and governance safeguards in multilateral settings where China is a co-financier. Dutch
policymakers can also promote reforms that integrate local stakeholder engagementinto project
planning. Further, initiatives such as EU-China development dialogues and regional investment
platforms provide strategic channels to shape norms without direct confrontation between China
and individual EU member states. Through such platforms, the Netherlands can advance risk-
sharing instruments and debt sustainability mechanisms that mitigate the risks associated with
large-scale debt-financed development.

7) Offer finance that matches CDF’s most attractive features without diluting safeguards.

European institutions can learn from CDF’s emphasis on speed, predictability, and formal
respect for partner priorities, while recognising that not every stage of the project cycle can or
should be accelerated. Process-driven reforms, however, can reduce delays without weakening
standards. This includes adopting risk-based environmental and social due diligence—allowing
expedited procedures for clearly low-risk operations—using parallel rather than sequential
reviews, and providing additional resources or expert staff to relieve bottlenecks in technical and
safeguard assessments (IFC, 2012; World Bank 2024a). Where appropriate, efficiency can also
be gained by using and strengthening country systems that meet equivalence, and by
standardising documentation and simplifying approval steps (OECD, 2023). Streamlined
approval windows should be reserved for well-prepared, high-impact projects with time-bound
reviews, while policy conditionality should remain limited to measures directly necessary for
project viability and inclusion. In short, acceleration should come from better sequencing,
resourcing, and coordination, not from relaxing social or environmental protections (MOPAN,
2025, World Bank, 2016)

8) Leverage Strategic Opportunities in Co-Financing.

European development finance institutions and MDBs should actively explore co-financing
mechanisms with Chinese banks, particularly in infrastructure, energy, and climate-related
projects. Evidence indicates that co-financed projects often demonstrate higher completion
rates and better environmental outcomes. They also serve as a platform to promote Chinese
adherence to global standards in project evaluation, risk management, and ESG standards, while
offering opportunities for European lenders to draw lessons from CDF’s strengths outlined above.
For example, Dutch public and private financial institutions — such as Dutch Entrepreneurial
Development Bank (FMO), ABN AMRO, Rabobank and ING - have co-financed development
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projects with Chinese banks for the past two decades. Sustained collaboration can help diversify
risk and raise project standards. At a time when multilateral for a and high-level decision-making
are increasingly constrained by geopolitical sensitivities, project-based cooperation through co-
financing offers a more pragmatic avenue for mutual learning and constructive influence over
standards and practices. Within the MDB frameworks, the Netherlands should continue to
advocate for greater transparency and accountability in co-financed projects involving Chinese
actors.

9) Embed quality finance standards that are SDGs-driven and fiscally responsible.

Commit to contract transparency; open, competitive procurement; publication of beneficial
ownership; and independent E&S monitoring with accessible grievance mechanisms and labour-
rights compliance. Avoid lender protective clauses, and limit broader macroeconomic policy
conditionality that unduly constrains policy space. Prioritise pricing and loan maturities aligned
with debt sustainability analyses, and require disclosure of all public-sector liabilities. Europe’s
comparative advantage should not be cheap capital, but predictable, transparent, and
development-centred finance that strengthens country systems and builds long-term resilience.

In sum, the Netherlands can play a catalytic role in fostering a more transparent, sustainable, and
rules-based global development finance system. By engaging constructively —but critically—
with CDF through multilateralism, niche technical expertise, and principled co-financing, Dutch
actors can help shape a global financial architecture that advances both development outcomes
and strategic stability.
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