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Abstract

Studies of China’s Belt and Road Initiative (BRI) have focused on the strategic intentions of
Beijing, with much less attention paid to its political effects. The argument that the initiative can
improve political relationships with BRI countries is assumed rather than empirically grounded.
This paper bridges the gap by studying countries’ cooperation and conflict with China. I find
that (a) the initiative appears to marginally improve BRI countries’ cooperation and significantly
reduce low-intensity conflict; (b) the cooperation-promoting effect is driven only by neighboring
countries while the restraining effect for low-intensity conflict results primarily from non-neighbor-
ing countries; and (c) there is no systematic evidence so far that the initiative has any effect on high-
intensity conflict. These results offer mixed evidence of commercial liberalism in the context of the
BRI: money (or the potential thereof) can induce cooperation in the short run, but it may not be
enough to fundamentally change interstate relations.
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Over six years have passed since China first announced its Belt and Road Initiative (BRI)
in late 2013.! The initiative bears serious geopolitical consideration by the Chinese
leaders. Specifically, by strengthening economic relationships with countries along the
belt (or the road), China aims at deepening their political relationships. This way,
Beijing can counterbalance US containment and bolster its status as a rising power
(Rolland 2017; Zhou and Esteban 2018; Nordin and Weissmann 2018).2 The political
impact of the BRI, however, is assumed rather than evidence-based.? Surprisingly,
little work has been done in terms of empirically evaluating the project’s political
effects, despite the fact that most work today assumes the project can reduce tensions
and promote cooperation with target countries.* In this regard, investigating whether
the BRI has actually changed target countries’ interactions with China is critical for
advancing the existing studies of the BRI

To be clear, cooperation does not necessarily imply a lack of conflict. As Keohane
(1984) points out, “intergovernmental cooperation takes place when the policies actually
followed by one government are regarded by its partners as facilitating realization of their
own objectives, as the result of a process of policy coordination.” Examples of intergov-
ernmental cooperation can include praising other countries, engaging in economic
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cooperation, offering aid, and signing formal agreements. In terms of conflict, Nincic
(1982) defines international conflict as states imposing costs on others, which “need
not involve armed violence, as such costs can be imposed in various ways and imply dep-
rivations of different sorts and magnitudes.” Examples of conflict can run the gamut from
low-intensity ones, such as accusing other governments of human rights violations, pro-
testing others’ policies, and halting negotiation, to high-intensity ones such as using (un)
conventional military force. Applying these definitions, we can see that states can engage
in both cooperative and conflictual interactions simultaneously. As an example, in Sep-
tember 2014 the Chinese President visited India and signed 12 agreements promising to
invest $20 billion in the latter’s infrastructure. At the same time, however, the two coun-
tries’ troops faced off along their disputed border and the Indian Prime Minister Narendra
Modi made “some of the most pointed remarks about the border uncertainty that any
Indian leader has uttered in decades” (Harris 2014).

With this context in mind, I study the question of whether the BRI money can help
China purchase friendship abroad. Specifically, I apply theories of commercial liberalism
to examine how the BRI affects target countries’ cooperation and conflict with China.
First, deeper economic relations create more opportunities and rewards for states to inter-
act positively (Hirschman 1980; Stein 1993). Thus, we should expect BRI countries to
interact more cooperatively with China. Second, heavier economic dependence means
states may become economically vulnerable, which in turn incentivizes coercive policies
and retaliation (Dafoe and Kelsey 2014; Peterson 2014; Gartzke and Westerwinter 2016).
This incentive to coerce and retaliate becomes stronger when the conflictual interactions
are within a low level of intensity that will not disrupt normal economic exchanges (Cre-
scenzi 2003; Pevehouse 2004). Third, when the conflictual interactions exceed a certain
level, the economic disruption would be substantial. This is especially the case for con-
flict involving the use of military force, or the risk thereof (Polachek 1980; Oneal and
Russet 1997; Gartzke, Li, and Boehmer 2001). Taken together, the latter two points
suggest if the BRI is effective we should expect target countries to engage in more
low-intensity conflict and less high-intensity one with China.’ Finally, given the initia-
tive’s short history the above effects could vary across different BRI countries. In partic-
ular, neighboring countries typically have more opportunities for interactions (Starr
2013). Also, since the initiative involves many infrastructure deals aiming at expanding
China’s existing infrastructure network, countries that are closer to China are expected to
be more proactive than those that are far away. In this regard, I further hypothesize that
the above effects are stronger for countries that are contiguous with China.

To test these expectations, I use Seemingly Unrelated Regressions (SUR) to examine
how the BRI changes target countries’ interactions with China. The method allows me to
account for the correlation between different conflictual and cooperative engagement. In
terms of data, I use the Integrated Conflict Early Warning System (ICEWS) events
dataset (Lautenschlager, Shellman, and Ward 2015) to code countries’ monthly cooper-
ative and hostile interactions with each other from 1995 to 2017. I use the IMF’s Direc-
tion of Trade Statistics (DOTS) dataset to code target countries’ trade dependence on
China.

The effects of the BRI are mixed. First, controlling for the existing level of economic
ties, yields only suggestive evidence that the initiative can improve target countries’
cooperation with China. The effect, to date, has been driven primarily by neighboring
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countries that are significantly more likely to initiate cooperation. Second, contrary to the
predictions of commercial liberalism, BRI countries tend to engage in less low-intensity
conflict with China, driven largely by non-neighboring countries who also have a lower
level of cooperation with China. This result suggests that non-neighboring BRI countries
are still economically less dependent on China, resulting in a lower level of both
cooperative and conflictual interactions.® Third, there is no evidence so far that the
initiative or deeper economic dependence affect target countries’ high-intensity conflict.
Returning to the broad question of whether money can buy friends, my study offers a
mixed answer: in the short run money can help purchase friendly gestures, but that
may not necessarily lead to a genuine friendship.

This article makes a number of contributions. First, it bridges the BRI literature with
trade-conflict studies. While the latter subject has been heavily studied in a cross-national
setting, the potential relationship between money and political affinity has not been tested
in a specific country or project.” Relatedly, although studies of the BRI assumes it can
improve target states’ political relationship with China, the more nuanced relationship
has not been empirically examined. This paper shows both the benefits of bringing the
two fields together and the need for additional work.

Second, this study suggests the BRI has not fundamentally changed target countries’
political relationships with Beijing. There is a substantial amount of variation across dif-
ferent BRI countries. In particular, only countries that are contiguous with China display
a strong inclination to improve their cooperation with China. In this regard, although
some scholars and pundits are worried about China buying Central and Eastern European
countries “on the cheap,” the results appear to suggest that these countries are still much
less economically dependent on China and are less proactive toward a stronger political
relationship (Hutt and Turcsdnyi 2020). For scholars of the BRI, the results suggest the
initiative, to date, has not fully realized China’s geopolitical goals. For policymakers, the
results could indicate more intense competition in countries and regions that are closer to
China.

The article proceeds as follows. I first discuss the existing studies on the BRI and the-
ories of commercial liberalism. Based on this survey literature, I derive hypotheses about
the expected effects of the initiative. In the research design section, I discuss the method
and data for testing these hypotheses. After discussing the tests’ results, I conclude with
implications and limitations of the paper.

STRATEGIES OF THE BRI

Research on the BRI has focused on the strategic calculations of China. Three primary
areas of consideration have been identified. First, China is motivated by the need to
deal with the recent economic downturn. As the Chinese economy slows down,
finding new ways of boosting the economy is on top of the leaders’ agenda. The BRI pro-
vides plenty of opportunities, including developing infrastructures abroad which allevi-
ates the problem of overcapacity (Hillman 2018), and bridging its western regions with
other Eurasian countries which expands both natural resource supplies and foreign
markets (Zhou and Esteban 2018). Second, the BRI is also a response to the rise of
nationalism and the pursuit of the Chinese dream. As China becomes more responsive
to popular nationalist calls (Zhao 2013), invocations of historical glory (i.e. the silk

https://doi.org/10.1017/jea.2020.34 Published online by Cambridge University Press


https://doi.org/10.1017/jea.2020.34

78 Yuleng Zeng

road) serve to magnify this pride (Yu 2017). In return, the BRI can strengthen domestic
support and consolidate the party’s ruling status (Ye 2019).

Third, China seeks to solidify and improve political relationships with target countries.
A recent Pentagon report suggests the BRI is intended to “develop strong economic ties
with other countries, shape their interests to align with China’s, and deter confrontation or
criticism of China’s approach to sensitive issues.”® This way, China can better counter
the containment by the US (e.g. the ‘pivot to Asia’ policy) and build up its status as a
rising power (Rolland 2017; Zhou and Esteban 2018). Additionally, the initiative
enables China to project its soft power, set agendas of global governance, and even trans-
form the existing international system (Nordin and Weissmann 2018; Zhou and Esteban
2018). It has been argued that although the initiative may further complicate regional
geopolitical rivalry, China’s influence in Eurasia has been enhanced and the initiative
has helped China ease tensions with some countries (Cai 2018; Li 2020). It has also
been shown that the geopolitical impact across different countries within a region may
also vary, depending on each country’s strategic importance to China (Kamel 2018).

Although research on the incentives of the Chinese government is abundant, there is
relatively less emphasis on the BRI’s actual impact. Among existing studies the focus
is along the economic dimension. Scholars have argued that the BRI can help cut logistics
costs, reduce carbon emission, promote foreign direct investment and trade, and boost
China’s GDP and global welfare gains, and may even help reform the existing interna-
tional economic system (Huang 2016; Schinas and Graf von Westarp 2017; Du and
Zhang 2018; Zhai 2018). However, as pointed out previously, there are multiple layers
of strategic consideration for the BRI; the geopolitical incentive is of no less importance
than the economic one. Despite its importance, the exact political impact of the BRI is
often assumed rather than evidence-based. Granted, there is some anecdotal evidence
pointing to China’s improved relationship with certain countries. But to my knowledge
there is no systematic analysis across time and countries that evaluates the initiative’s
political impact. From the perspective of furthering the research of the BRI, then, inves-
tigating its political repercussions is in order.

CAN MONEY BUY FRIENDS?

Theories of commercial liberalism suggest that stronger economic ties can help promote
peace.” As countries’ economic interdependence increases, they would be less likely to
fight against each other. This is because states have the incentive to avoid opportunity
costs brought by conflict and economic disruption (Oneal and Russet 1997; 1999).
Compared with conquest, trade is a cheaper substitute for states to acquire wealth
(Rosecrance 1986; Gartzke 2007; Brooks 2007). Also, commerce helps foster a security
community, where a shared identity can suppress conflict in the first place (Oneal and
Russet 1997; 1999).

Given the pacifying effects of commerce, most studies agree that deeper economic ties
can help promote cooperation. Some scholars regard cooperation as the reverse of con-
flict, arguing the restraining effect of trade would naturally lead to more cooperation
(Polachek 1980; Polachek and Xiang 2010). Others contend cooperation is not necessar-
ily the opposite of conflict; states can engage in conflict and cooperation at the same time.
They argue there are both beneficial and costly aspects of trade. While the latter can give

https://doi.org/10.1017/jea.2020.34 Published online by Cambridge University Press


https://doi.org/10.1017/jea.2020.34

Does Money buy Friends? 79

rise to tensions, the former can help promote cooperation (Gasiorowski 1986; McMillan
1997). Despite their differences, both strands of literature agree deeper economic rela-
tions can create more opportunities and rewards for states to cooperate with each other
(Hirschman 1980; Stein 1993; Pevehouse 2004). Applying this reasoning to the BRI,
if the project does improve Beijing’s political relationships with target countries, then
we should expect an increase in their cooperative interactions with China. As the poten-
tial benefits of cooperation rise, target countries will be more responsive to Beijing’s
entreaties. Therefore, I have the following hypothesis:

Hypothesis 1. A target country will engage in more cooperation with China after the
proposal of the BRI.

It should be noted that this hypothesis is not necessarily self-evident since it is possible
that the BRI may not have substantially changed target countries’ political and economic
relationship with China. It should also be noted that I emphasize the proposal of BRI as I
expect China’s effort to deepen economic exchanges with target countries should begin
around that time. I opt not to use other alternatives such as the signing of BRI agreements
due to the concern of endogeneity. That is, countries that sign the agreements tend to be in
(or are moving to) a closer relationship with China. If so, using the signing of agreements
would conflate the effects of the BRI with the underlying changes of political affinity. In
comparison, using the proposal of the BRI can allow us to examine whether China’s
effort works or not. This is important in that target countries’ attitude toward the BRI
does vary substantially. For instance, India has not endorsed the BRI to date while
Kazakhstan has been participating actively. If we count India as a BRI country only
after it endorses the initiative or signs an agreement with China, that would strongly
bias our results.!°

Unlike cooperation, economic dependence’s impact on international conflict can be
more nuanced. Earlier studies have indicated increased trade could give rise to more
interstate tensions (Gasiorowski 1986; Barbieri 1996). Recent studies suggest that as
states become economically more reliant on a country, they would also be facing more
coercion aimed at exploiting the vulnerability (Crescenzi 2003; Peterson 2014). This
can, in turn, incentivize target states to resist or even retaliate to demonstrate their
resolve (Morrow 1999). The incentive to coerce and resist becomes stronger if the con-
flictual interactions are within a low level of intensity, since these typically will not sub-
stantially disrupt the economic exchanges (Crescenzi 2003; Pevehouse 2004). Taking a
strong stance can also demonstrate a leader’s competence to both domestic and interna-
tional audiences (Smith 1998; Schultz 2001). We should, therefore, expect a higher prob-
ability of ‘at least occasional conflict,” especially when these low-intensity disputes will
not expand into extended violence (Gartzke and Zhang 2015). In the context of the BRI,
foreseeing China’s intentions to ‘sell’ the project, target countries would find it strategi-
cally beneficial to bargain harder and push back against Beijing. Recall, for instance, the
previous example where India’s prime minister criticized China during the Chinese pres-
ident’s visit in 2014. Analogously, facing China’s policy demands or economic coercion,
target countries would be more inclined to resist. For instance, in 2016 the Philippine
government, facing China’s economic pressure, kept on pursuing the lawsuit against
Beijing at the Permanent Court of Arbitration involving the South China Sea
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dispute.!! Taken together, the theory suggests that as the BRI strengthens target coun-
tries’ economic ties with China, it also provides them with more opportunities and
greater incentives to engage in low-intensity conflict.

Hypothesis 2. A target country will engage in more low-intensity conflict with China
after the proposal of the BRI.

Despite their differences, variant theories of commercial liberalism agree countries will
be less likely to engage in high-intensity conflict involving the use of force to avoid the
opportunity costs of economic disruption (Oneal and Russett 1999; Gartzke, Li, and
Boehmer 2001; Polachek and Xiang 2010). Armed conflict increases the expected “trans-
portation, transaction, and production costs” of firms resulting in substantial economic
losses for both sides of belligerents (Long 2008; Glick and Taylor 2010). Therefore, 1
have the following hypothesis:

Hypothesis 3. A target country will engage in less high-intensity conflict with China
after the proposal of the BRI

Finally, given the initiative’s relatively short history, we may also expect the above
effects to vary across different BRI countries. It typically takes more time for the
effects to kick in for countries that are far away from China and are latecomers to the ini-
tiative. Given BRI involves many infrastructure deals aiming at expanding China’s exist-
ing infrastructure network, countries that are closer to China tend to expect Chinese trade
and investment to increase sooner. In addition, neighboring countries have more oppor-
tunities of interaction (Starr 2013). They are also more likely to have territorial disputes
with China (Cai 2018). In this regard, I have the following hypothesis:

Hypothesis 4. The effects of the BRI are stronger for countries that are contiguous
with China.

RESEARCH DESIGN

To examine whether the BRI improves China’s political relationships with target coun-
tries, we need to examine both the cooperative and conflictual interactions, which are
inherently related. I choose to use Seemingly Unrelated Regressions (SUR), which
allows me to account for the potential correlation among low-intensity conflict, high-
intensity conflict, and cooperation. To alleviate concerns about endogeneity, I lead the
outcome variable by one month (equivalent to lagging all independence variables).

DEPENDENT VARIABLES

To measure BRI countries’ cooperation and conflict with China, I use the Integrated
Crisis Early Warning System (ICEWS) dataset, which is one of the largest event data
in social science.!? It is a machine-coded event dataset developed by Lockheed Martin
and others for the US Defense Advanced Research Projects Agency and the Office of
Naval Research. Among others, the dataset records interstate events for about 250 coun-
tries and territories. Compared with other alternatives, the ICEWS data have three
advantages. First, the dataset has been around for several years and enjoys great
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TABLE 1 CAMEO scale and examples.

Type Value Range Examples

Low cooperation >0 & <5 consult, appeal, praise, defend verbally

Median cooperation >5 & <7 yield, grant diplomatic recognition, engage in economic
cooperation

High cooperation >7 provide aid, apologize, forgive, sign formal agreement,
engage in negotiation

Low hostility >—4 & <0 make pessimistic comment, disapprove, accuse of
human rights abuses

Median hostility >-8&<—4 reject, threaten, protest, mobilize or increase armed
forces, halt negotiation, expel or deport individuals

High hostility <-8 assault, fight, seize or damage property, use unconven-

tional violence, use conventional military force

success and popularity in the operational community. In fact, its success led the US gov-
ernment to reverse the policy of making the data freely available to the public in 2010.13
Secondly, it assigns Conflict and Mediation Event Observations (CAMEO) scale values,
ranging from —10 to +10, to each event. These CAMEO codes were motivated by the
Goldstein scale for World Event/Interaction Survey (WEIS) coding and aimed at measur-
ing the hostility or cooperation level of an event. While this coding scale does not con-
sider the issue of magnitude and can be simplistic at times, in practice, the deficiency can
be partly addressed by more reports and attention associated with large-scale events.
Lastly, the system applies a modern filtering mechanism, which can effectively weed
out a large number of unrelated stories or repeated reports. Compared with other
event data, this filtering mechanism, though not perfect, is a great improvement.!#

The ICEWS data are compiled by searching through a huge number of newspapers in
English and machine-coding daily interactions between different actors. Cooperative
events include expressing intent to cooperate, engaging in diplomatic cooperation, and
providing aid, among others. Hostile events include threats, coercion, using force. A
cooperative (hostile) event is assigned a positive (negative) value, with a higher absolute
value indicating more intensity. Table 1 provides values and related examples of the
CAMEQO scale.!> The third column in the table provides examples of interactions that
are coded in the ICEWS data, with the first two columns showing the respective value
range and levels of interactions. Note that the events data are directed. For instance, if
a government praises the Chinese government, the interaction will be coded as praise
from the respective country to China and assigned a value of 3.4 (since it is between 0
and 5 this action is coded as low-intensity cooperation). For another example, if China
threatens to use military force toward a country, the action will be coded as threaten to
use force and assigned a value of —7 (median hostility). In this case, China will be
coded as the initiator and the respective country as the target. As a sidenote, actual use
of force is coded as —10 (high hostility).

To test Hypothesis 1, I aggregate all levels of cooperation. To test Hypothesis 3, I
aggregate only the values of high hostility events identified by the ICEWS data
(shown also in Table 1). The rest of hostility events are counted as low-intensity conflict
and tallied in a similar fashion to test Hypothesis 2.6
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FIGURE 1 Density Plots of Cooperation and Hostility: BRI vs Non-BRI Countries. This
figure is plotted without the zero values.

(a) Cooperation (b) Hostility
0.6
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0.0 = 0.04
0 2 4 6 0 1 2 3 4 5
Non-BRI BRI

Currently, the dataset covers the period between January 1995 and October 2018.!7 In
the main models, I restrict the sample to 2017, given the the trade war between China and
the US could cause further noise to the estimation. '8 I sum the government to government
events’ cooperative and hostile values by month. Since the dataset is of directed dyad-
month format, I have four pairs of events for a given country: its cooperation toward
China, its hostility toward China, cooperation from China, and hostility from China.
Given the skewness of the data, I take the log of their absolute values plus 1. The depen-
dent variables are a country’s monthly (log values of) cooperation and hostility toward
China respectively. Figure 1 plots the distributions of cooperation and hostility for
BRI and non-BRI countries. The distributions for both types of countries appear to be
similar and approximately normal. There is still some remaining skewness, but it is
already a huge improvement over the original values without taking the log. In addition,
it should be noted we cannot tell whether BRI countries are more likely to engage in
cooperative or hostile interactions with China from these plots.

INDEPENDENT VARIABLES

The key independent variable is BRI status. Given the BRI was announced in late 2013, I
assign a country BRI status if it is on the official list of the 65 countries!® and the year is
after 2013 (i.e. 2014—present). The key consideration, as mentioned previously, is to
avoid using endogenous variables such as whether a country chooses to sign a BRI agree-
ment with China. What I seek to examine here is whether or not the BRI target countries
systematically behave in a different way than non-BRI countries.

That being said, one may be concerned about the potential confounding effect of eco-
nomic exchanges: BRI countries are responding to the fact that they have received more
investment from and are trading more with China. To measure the level of economic
exchanges, I use bilateral trade data. I choose not to use foreign direct investment or
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the values of announced BRI projects because (1) they can miss the daily economic
exchange between states as it typically takes a long time to negotiate and complete a
project and (2) many of the projects are either not transparent or delayed.”® Some
Chinese outbound investments are branded BRI just to facilitate the approval process.
Moreover, given that many of the big projects are related to infrastructure, trade
volume (Chinese export in particular) can be a better indicator. For instance, Chinese
export to Pakistan increases by 77 percent between 2012 and 2015, thanks mainly to
the increase of infrastructure projects under the BRI.?!

For my data source I use the IMF’s Direction of Trade Statistics (DOTS) dataset, a
primary source of trade data in conflict studies. I choose this dataset over some conven-
tional choices such as the Correlates of War’s trade data (Barbieri and Keshk 2012)
because it offers monthly records. Also, the DOTS dataset contains comprehensive bilat-
eral import and export data, including export and import reported on a free on board
(FOB) scheme as well as import data on a cost, insurance, and freight (CIF) basis. The
main issue with DOTS is missingness.??> Systematic missing data can produce sample
bias, in that countries with poor reporting standard tend to “[be] less democratic, have
lower power, and [be] less developed” (Boehmer, Jungblut, and Stoll 2011). It should
be noted that IMF has tried to attenuate this concern by estimating the missing data of
a country with its partners’ record (country A’s import from country B can be estimated
by B’s export to A, and vice versa). Also, given the purpose of the data is to investigate
the political effects of the BRI and the improved data quality over time, the potential
problems of missingness should be less of a concern.

As an illustration, I plot the level of economic dependence (i.e. total trade volume
divided by GDP)?? for BRI and non-BRI countries in Figure 2. To facilitate a more sub-
stantial interpretation of economic dependence’s impact, I rescale the values in percent-
age. For instance, a value of 1 represents the trade volume is worth 1 percent of the GDP.
In the figure, the x-axis represents time, while the y-axis captures the level of economic
dependence: higher values indicate more dependence. The violin shape captures the dis-
tribution and the boxplot within the violin plot shows the interquartile range (twenty-fifth
to seventy-fifth percentile) and the median. It is worth pointing out that there appear to be
no systematic differences between BRI and non-BRI countries’ economic dependence on
China.?* That said, there is a substantial amount of variation within both types of coun-
tries. For instance, Pakistan’s economic dependence (yearly average) on China increases
by 19.8 percent in 2014, 3.4 percent in 2015, and 10 percent in 2016. Brazil, a non-BRI
country, has witnessed its dependence upon China declining overtime: -8.8 percent in
2014, -12.6 percent in 2015, and -10.3 percent in 2016. In this regard, controlling for eco-
nomic dependence can help us better examine the variation.

For other covariates, I include each country’s hostility toward and cooperation with
China in the previous month. I also include cooperation and hostility from China. I
include a number of factors that have been proposed by scholars as affecting of inter-gov-
ernment cooperation and hostility. These include (a) whether a country is a democracy by
using the Polity IV measurement (polity score greater than 5) (Marshall, Jaggers, and Gurr
2002) as countries within the democratic community tend to have stronger and more peace-
ful relations with each other (Crescenzi and Kadera 2016; Bell and Quek 2018), (b) GDP
and population? as large and wealthy countries tend to interact more, (c) oil and gas pro-
duction (Ross and Mahdavi 2015) since natural resources can give rise to conflict (Koubi
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FIGURE 2 Economic Dependence BRI vs Non-BRI Countries. For illustration purpose, this
figure is plotted with two outliers (Liberia and Marshall Islands) removed.

Economic Dependence (% of GDP)

2014 2015 2016 2017
| Non-BRI BRI

et al. 2014) and have been attracting Chinese investment (Ramasamy, Yeung, and Laforet
2012), (d) the number of years in the previous decade a country is identified as a strategic
rival of China using the Peace and Rivalry data by Goertz, Diehl, and Balas (2016) and (e) a
country’s political affinity with the US, using the United Nations General Assembly Voting
Data.?® The summary statistics for all continuous variables are shown in Table 2.27 T also
further differentiate the BRI countries by whether they are contiguous with China?® given
that neighboring states have more opportunities of interaction (Starr 2013).2°

RESULTS

The SUR models are specified as follows.

Outcome,;; = 3, + f,BRI, + B,Trade/GDP,

k
+ > a;Events Controls;,
i=1

+ B;Rival Years (past 10 years), + 8,Democracy,

k
+ BsAffinity (with US), + ) y,Gravity Controls;; + €
i=1

where the outcomes are respectively low-intensity hostility, high-intensity hostility, and
cooperation (that is, there are three equations to estimate simultaneously). The events
controls include target countries’ hostility and cooperation toward China and the coop-
eration and hostility from China in the previous month. Gravity controls include GDP
per capita, and population.
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TABLE 2 Summary Statistics of All Continuous Variables.

Median Mean S.D. #ofNA #ofValues Data Source

Cooperation to China 0 0.474 1.082 0 50784 ICEWS

Hostility to China: Low 0 0.024  0.225 0 50784 ICEWS

Hostility to China: High 0 0.002 0.074 0 50784 ICEWS

Hostility to China 0 0.025  0.236 0 50784 ICEWS
Cooperation from China 0 0.482  1.085 0 50784 ICEWS

Hostility from China 0 0.03  0.262 0 50784 ICEWS
Economic Dependence 0.105 0.184 0.264 10514 40270 DOT & WDI
Rival Years (past 10 years) 0 0.345 1.75 0 50784 Peace and Rivalry
GDPPerCapita 9.136 9.03 1.243 3732 47052 WDI

Population 15862 15558 2.076 1236 49548 WDI

Gas 0 1.475  2.262 0 50784 Oil and Gas Data
Oil 0 6.54  7.644 0 50784 Oil and Gas Data
Affinity (with US) 0.245 0.28  0.098 1548 49236 UN Voting Data

The results are shown in Table 3. To be clear, in line with commercial liberalism a
higher level of economic dependence is positively and significantly correlated with
more cooperation and low-intensity conflict with China (though the effect on high-inten-
sity conflict is insignificant). However, the effects of the BRI are mixed. The coefficient
estimate for BRI is negative and statistically significant for low-intensity conflict, which
is the opposite of Hypothesis 2. The coefficient estimate for cooperation is positive but
not statistically significant. Given the 95 percent confidence interval mostly falls on the
positive side, we have at least some suggestive evidence that the initiative can promote
cooperation. There is no systematic evidence for high-intensity conflict as the coefficient
estimates for BRI and Trade/GDP are both insignificant.

That said, the effects of BRI can vary across different countries. To examine this pos-
sibility, I rerun the analysis differentiating whether a BRI country is contiguous with
China or not.3° The results are shown in Table 4.

We can see that cooperation promoting effect of BRI is largely driven by neighboring
countries, indicated by the positive and significant estimate of the contiguous BRI
country variable for cooperation. The respective effect for low-intensity hostility is neg-
ative and insignificant. However, for BRI countries that are not contiguous with China,
they initiate significantly less cooperation and low-intensity conflict toward China.
Finally, similar to the previous model, there is no systematic evidence that BRI
reduces or increases high-intensity conflict.

To demonstrate more substantially the effects of BRI, I plot its effects on cooperation
and low-intensity hostility in Figure 3. I leave out the effect on high-intensity hostility as
it is statistically insignificant across both models. Panel (a) plots the results from the first
model while panel (b) and (c) plot the results from the second model.

The goal of Figure 3 is to demonstrate the effects of BRI relative to economic depen-
dence (i.e. Trade/GDP). As mentioned previously, the economic dependence variable has
been rescaled into percentages. Therefore, one unit’s increase represents an increase in
bilateral trade that is equal to 1 percent of GDP. The y-axis in the figure represents the
marginal effects of BRI relative to one unit’s increase in Trade/GDP. In compiling this
graph, I use the bootstrapping techniques to draw from the results of both models. I
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TABLE 3 SUR results (with 95 percent confidence interval), 1995-2017
Hostlity: Low Hostility: High Cooperation
BRI —0.01 4% 0.001 0.020
(—0.023, —0.005) (—=0.002, 0.005) (=0.020, 0.061)
Trade/GDP 0.020%** 0.003 0.264%%*
(0.012, 0.028) (=0.001, 0.006) (0.226, 0.302)
Cooperation 0.013%** 0.001 0.145%**
(0.008, 0.018) (—0.001, 0.003) (0.122, 0.168)
Hostility: Low 0.116%**

Hostility: High
Hostility

Coop from China
Host from China
Democracy

Rival (past 10 years)
log GDP PC

log Population
Oil

Gas

Affinity (with US)
Constant
Observations

R2

Adjusted R?
BIC

(0.105, 0.126)

—0.001
(=0.006, 0.004)
0.117%%%
(0.107, 0.126)
—0.007##
(—0.013, —0.002)
0.014%
(0.013, 0.016)
—0.0001
(—0.003, 0.002)
0.006%#%
(0.005, 0.008)
(—0.002, —0.001)
0.004#5#%
(0.002, 0.005)
0.295%5%
(0.268, 0.322)
(—0.219, —0.138)
36997
0.147
0.147
17246.476

0.015%**
(0.004, 0.025)

0.001
(=0.001, 0.003)
0.020%3%
(0.016, 0.023)
—0.00002
(—0.002, 0.002)
0.002#
(0.001, 0.002)
0.0002
(—0.001, 0.001)
0.00 1%
(0.0004, 0.002)
—0.0001
(—0.0003, 0.0001)
0.0003
(=0.0003, 0.001)
0.010%
(—0.001, 0.020)
—0.028%**
(=0.039, —0.007)
36997
0.013
0.012
17246.476

0.153 %%
(0.107, 0.200)
0.086%++*
(0.064, 0.109)
0.212%5%
(0.168, 0.256)
—0.072x
(—0.096, —0.048)
0.097+5%
(0.090, 0.103)
0.069%#*
(0.058, 0.080)
016435
(0.155, 0.173)
—0.011%#*
(=0.013, —0.009)
0.036%+*
(0.028, 0.043)
0.803 %%
(0.770, 1.017)
—3.158%#*
(—8.839, —2.967)
36997
0.283
0.283
17246.476

Note: *p<0.1; **p<0.05; ***p<0.01

draw 1,000 samples for the coefficient estimates for BRI and Trade/GDP variables. This
way, I can account for the variance and covariance across the three different equations
in each model. I divide the BRI variable by the Trade/GDP variable and calculate the
means and respective 95 percent confidence intervals. I can, therefore, interpret the mar-
ginal effects of BRI as proportional to the change of bilateral trade (as a share of GDP).
Panel (a) suggests that, on average, BRI countries interact more cooperatively with
China. The average impact is equal to around 0.08 percent increase of bilateral trade
as a share of GDP. Meanwhile, BRI also reduces target countries’ low-intensity hostility
toward China, which is equal to around 0.74 percent reduction in bilateral trade as a share
of GDP.3! As we further account for the variance within BRI countries, we see that the
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TABLE 4 SUR results (with 95 percent confidence interval), 1995-2017
Hostlity: Low Hostility: High Cooperation
BRI: Not Contiguous —0.015%** 0.00004 —0.087:*
(=0.025, —0.005) (—=0.004, 0.004) (=0.183, —0.041)
BRI: Contiguous -0.012 0.005 0.346%**
(—=0.029, 0.005) (=0.002, 0.012) (0.269, 0.423)
Trade/GDP 0.020%** 0.003 0.255%**
(0.012, 0.028) (~0.001, 0.006) (0.217, 0.293)
Cooperation 0.018%** 0.001 0.144%%*
(0.008, 0.018) (—=0.001, 0.003) (0.121, 0.167)
Hostility: Low 0.116%**

Hostility: High
Hostility

Coop from China
Host from China
Democracy

Rival (past 10 years)
log GDP PC

log Population
Oil

Gas

Affinity (with US)
Constant
Observations

R2

Adjusted R®
BIC

(0.105, 0.126)

~0.001
(=0.006, 0.004)
011735
(0.107, 0.126)
—0.007%**
(=0.013, —0.002)
0.014%5%
(0.018, 0.016)
—0.00004
(=0.002, 0.002)
0.006%++*
(0.005, 0.008)
—0.001 %%
(=0.002, —0.001)
0.004%#*
(0.002, 0.005)
0.295%5+%
(0.268, 0.322)
—0.179%#*
(—0.219, —0.138)
36997
0.147
0.147
17246.476

0.015%#*
(0.004, 0.025)

0.001
(=0.001, 0.003)
0.020%+
(0.016, 0.023)
—0.0001
(=0.002, 0.002)
0.002%**
(0.001, 0.002)
0.0002
(=0.001, 0.001)
0.00 1%
(0.0004, 0.002)
—0.0001
(=0.0003, 0.0001)
0.0003
(—0.0008, 0.001)
0.010%
(—0.0003, 0.021)
—0.028%#*
(=0.039, —0.007)
36997
0.013
0.012
17246.476

01545
(0.108, 0.201)
0.0847#%
(0.061, 0.107)
0.21 1%
(0.166, 0.255)
—0.07g
(=0.108, —0.054)
0.095%##
(0.088, 0.101)
0.078%%%
(0.062, 0.084)
0.168%##
(0.154, 0.172)
—0.01
(—0.014, —0.009)
0.036%+%
(0.028, 0.043)
0.948##5
(0.823, 1.072)
—8.180%
(—3.366, —2.994)
36997
0.285
0.285
17246.476

Note: *p<0.1; **p<0.05; ***p<0.01

cooperation promoting effect is largely driven by neighboring countries. Panel (b) shows
that BRI countries that are contiguous with China increase their cooperation by a degree
relative to an increase of 1.37 percent increase of bilateral trade as a share of GDP. The
restraining effect for low-intensity hostility also becomes smaller (—0.63 percent),
though not statistically significant.

Intriguingly, the effect of BRI for cooperation from non-contiguous countries is neg-
ative (—0.34) and significant. That does not necessarily mean that if a BRI country is not a
neighbor with China she will reduce her cooperative interactions. However, it shows that
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FIGURE 3 Marginal effects (with 95 percent confidence interval) of BRI relative to one unit
increase of Trade/GDP. The x-axis denotes the outcomes

(a) BRI (b) BRI: Contiguous (c) BRI: Not Contiguous

+ 1.37

o ¢ 008

$ 034

3

-0.74 -0.78

Marginal Effects of BRI (Relative to Trade/GDP)
Marginal Effects of BRI (Relative to Trade/GDP)
Marginal Effects of BRI (Relative to Trade/GDP)

Cooperation Hostility: Low Cooperation Hostility: Low Cooperation Hostility: Low

Note: For illustration purpose, confidence intervals are capped between —2.5 and 2.5. High hostility is not
shown here as it is not significant across all models and its confidence intervals are too wide. The y-axis
denotes the marginal effects of BRI proportional to the effects of 1 unit increase in Trade/GDP (i.e. bilateral
trade increased by the volume of 1 percent of GDP).

on average BRI countries that are not contiguous with China do reduce their cooperation
(compared with non-BRI countries). Given the significant effects of economic depen-
dence in the model, one possible explanation is that the appeal of BRI is still limited
at this stage and these countries are economically less dependent on China than others.

To ensure the above results are not driven by arbitrary choices in data or operationaliza-
tion, I perform the following robustness checks: (1) use a higher benchmark to code high-
intensity conflict (i.e. CAMEO scale lower than -9 (use of force)); (2) use alower benchmark
to code low-intensity conflict (i.e. exclude the median hostility events shown in Table 1); (3)
exclude cases where a country does not interact with China within a year to alleviate the con-
cerns about selection effects; (4) exclude countries that are contiguous with China but not
counted as BRI, (5) exclude the two outliers (Liberia and Marshall Islands) with extreme
values of economic dependence; (6) use only import data (i.e. Chinese export to other coun-
tries); (7) use the previous five years’ rivalry status instead of 10 years; (8) include only the
events control variables; (9) exclude the oil and gas control variables; (10) use data beyond
2017; (11) recode the events into binary data and use logistic regressions. The results remain
substantially similar and are shown in the appendix.

CONCLUSION

This article studies the question of whether money of the BRI can buy political affinity
for China. It shows some suggestive evidence that the initiative can improve the level of
cooperation between China and target countries. However, in contrast to the theories of
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commercial liberalism, the initiative does not make target states engage in more low-
intensity conflict with China. Finally, I do not find systematic evidence that the BRI
can rein in high-intensity conflict. It should be noted that the lack of restraining effect
for high-intensity conflict can be partially attributed to the features of hostility data.3>
With more data accumulated, future studies may be able to find a stronger result. Relat-
edly, these results speak to a relatively short period: four years after the initiative. In the
long run, the effects may fluctuate not least due to the challenges of implementation and
interactions with local governments.33

Importantly, this article also reveals how the impact of BRI vary between contiguous
and non-contiguous countries. The results show that the cooperation-promoting effect
is primarily driven by neighboring BRI countries. This result echoes recent studies
emphasizing the variance across countries and China’s strategic focus on neighboring
countries (Blanchard 2019; Gong 2019). It is intriguing to see that on average BRI
countries that are not contiguous with China engage in less cooperation. While I
offer some conjectures in the article, the results are not necessarily definitive and addi-
tional research is in order.

My study also introduces a way to automatically process a vast amount of information
on governments’ interactions. Relying upon machines to “read” all the newspapers avail-
able is a cost-efficient first step in the information age. Importantly, there can be coding
errors, especially for rare events. And scholars need to exert caution in interpreting the
results. However, this method allows us to find patterns of behavior and identify interest-
ing cases more efficiently. Aside from governments’ interactions, the ICEWS data also
provide information on non-government actors and events such as civil protests and ter-
rorist attacks. Future studies can utilize the data to explore other topics of interest.

For policy practitioners, my study offers several implications. To begin with, the
enthusiasm for the BRI appears to have simmered down in recent years. Whether this
trend will persist remains to be examined. However, it does provide suggestive evidence
that Beijing cannot expect all countries to remain with the same responsiveness toward
the initiative. In this regard, China should focus on countries that are more responsive and
strategically important. For instance, there is evidence that despite recent economic dif-
ficulties and move to seek help from the West, Pakistan is moving toward closer and even
defense-related cooperation with China (Ali-Habib 2018).

Second, the US and other countries (such as India) may counteract China’s initiative.
From the results in this paper, we also know that although countries that are closer to the
US engage in more cooperation with China, they are also more likely to engage in both
low-intensity and high-intensity conflict with China. In particular, two strong predictors
of high-intensity conflict with China are countries’ rivalry history with China and affinity
with the US. In this regard, China has been downplaying the geopolitical consideration
recently. Instead of focusing solely on Eurasia, Beijing emphasizes the initiative’s role in
promoting global cooperation. Finally, the impact of the BRI is contingent heavily upon
its implementation (Blanchard 2019; He 2019; Liu and Lim 2019; Zhao 2019). As is
shown in this article, BRI countries do not systematically trade more with China (see
Figure 2 and note 24). However, the results of this article suggest economic ties with
China are strong predictors of their interactions. If in the long run target countries
build stronger economic ties with China, they may become more responsive to
China’s entreaties.
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NOTES

1. The initiative was first announced by the Chinese President Xi Jinping during his visit to Kazakhstan.
Involving building infrastructures across Eurasia, it is Xi’s most ambitious foreign policy, representing China’s
departure from Deng Xiaoping’s doctrine to “hide our capabilities and bide our time; never try to take the lead.”
China is currently doling out around $150 bn a year to the initiative. See J. P. 2017.

2. Other strategic incentives include spurring economic growth and whipping up nationalism. See Ferdi-
nand 2016; Yu 2017; Nordin and Weissmann 2018; Zhou and Esteban 2018.

3. Current studies have focused on the initiative’s impact on several economic dimensions, including
investment, infrastructure, and environment (Huang 2016; Schinas and Graf von Westarp 2017; Du and
Zhang 2018; Zhai 2018).

4. Here and throughout the article I refer to target countries as targets of the BRI. I also use hostility and
conflict interchangeably.

5. Throughout this article I define low-intensity conflict as conflictual interactions between states without
the use of force. This can run the gamut from showing disapproval to economic coercion or even threats of force.
In contrast, high-intensity conflict involves the actual use of force and violence. In the research design section,
where I discuss the data for cooperation and hostility, I will provide more examples.

6. I do find strong evidence that, as a country’s economic dependence on Beijing deepens, it becomes
simultaneously more likely to initiate both cooperation and low-intensity conflict with China. Compared
with neighboring countries’ disinclination to initiate low-intensity conflict, the results further showcase the var-
iation among neighboring countries and that the BRI has not changed the fundamentals of most neighboring
countries’ political relations with China to this date.

7. Studies of commercial liberalism typically examine the cross-national time-series data focusing on the
correlation between trade dependence and conflict initiation (e.g. Barbieri 1996; Oneal and Russet 1997;
Gartzke, Li, and Boehmer 2001; Hegre, Oneal, and Russett 2010; Peterson 2011).

8. The Pentagon’s annual report to Congress, Military and Security Developments Involving the People’s
Republic of China 2016. https:/news.usni.org/2018/08/17/pentagon-report-congress-chinese-military-develop-
ment-2. Accessed January 11, 2020.

9. Studying the relationship between economic interdependence and interstate conflict can be traced back
to Immanuel Kant’s thoughts on perpetual peace (Kant 1983). Scholars synthesize the insights of the Kantian
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peace into three pillars: democracy, commerce, and international organization (Stein 1993; Ward, Siverson, and
Cao 2007). Commercial liberalism, as one of the pillars, has been heavily studied and debated in recent decades.
For dissents and critiques, see Barbieri 1996; Keshk, Pollins, and Reuveny 2004; Kim and Rousseau 2005.

10. Aside from this concern about endogeneity, there could be additional complexity over selection bias. In
the robustness checks, I provide additional analysis to alleviate the concern. That said, the complexity is not
fully addressed in this paper. More studies are needed, particularly on China’s rationale for choosing partners
and how it affects the endogeneity and selection problems.

11. For instance, China publicly destroyed 35 tons of bananas imported from the Philippines in early 2016
(Venzon 2019).

12. Boschee et al. 2015. For a survey of the history of event data, see Ward et al. 2013.

13. This dataset has recently been made available at the Dataverse of Harvard University. https:/dataverse.
harvard.edu/dataverse/icews.

14. See Ward et al. (2013) for details.

15. Details can be found in the codebook. See http:/eventdata.parusanalytics.com/cameo.dir/CAMEO.
SCALE.txt. Accessed January 11, 2020. Rules for low, median, and high cooperation and hostility follows
the aggregation rules specified in ICEWS Events and Aggregations Appendix D. See https:/dataverse.
harvard.edu/dataset.xhtml?persistentld=doi:10.7910/DVN/28117. Accessed January 11, 2020.

16. In the appendix, I also present results using a higher requirement of high hostility: the CAMEO value
needs to be smaller than -9 (use of conventional/unconventional force). I also rerun the models using only the
low hostility events (CAMEO scale smaller than -4) to test Hypothesis 2. The results are substantially similar.

17. See https:/dataverse.harvard.edu/dataset.xhtml?persistentld=doi: 10.7910/DVN/28075&version=22.0.
Accessed January 11, 2020.

18. I also reran the model including ICEWS data until October 2018 and the results are substantially similar.

19. See http:/ydyl.people.com.cn/n1/2017/0420/c411837-29225243 . html. Accessed January 11, 2020. To
be exact, there are 63 BRI countries in my data. China itself is excluded. Palestine and Serbia are also excluded
because I use covariates from the Correlates of War project, which provides no data for these two countries.

20. I have similar concerns about using official aid data. Additionally, at the time of writing, the AidData’s
Global Chinese Official Finance Dataset only covers the years 2000 to 2014. See www.aiddata.org/data/
chinese-global-official-finance-dataset. Accessed January 11, 2020.

21. See Hillman 2018.

22. In addition, the zeros in DOTS can indicate either the lack of trade taken place or the lack of report.

23. This is calculated using IMF’s trade data and World Development Indicators GDP data. Since IMF
reports current values, I use WDI’s current value GDP data to remove the time trend.

24. More formally, t-tests by year and by pooling the results across the years 2014-2017 show that the dif-
ference between BRI and non-BRI countries is not statistically different from 0. See the replication files for
details.

25. World Development Indicators, https:/datacatalog.worldbank.org/dataset/world-development-indica-
tors. Accessed January 11, 2020.

26. Voeten, Strezhnev, and Bailey 20009. I calculate the distance between two countries’ ideal points (abso-
lute value of the difference). In the models, I transform the data by adding 1 to the distance and then taking the
reciprocal (i.e. 1/(ideal points distance + 1)). As such, a higher value indicating a country is closer to the US.
Table 2 presents the summary statistic after this final transformation.

27. Note that this table reports the summary statistics after applying any transformation (e.g. logging and
rescaling to percentage). Cooperation/hostility from China refers to China’s actions toward target countries.
In contrast, cooperation/hostility to China refers to target countries’ actions. In terms of the categorical vari-
ables, 55.1 percent of the cases the country is a democracy and 90.2 percent of the cases it is not contiguous
with China.

28. Correlates of War Project. Direct Contiguity Data, 1816-2016. Version 3.2. Stinnett et al. 2002.

29. Additionally, geographic proximity affects both trade and political interactions. It should be noted that
the effects of proximity and economic dependence are not equivalent, as the former captures a wider variety of
interactions, including infrastructure connectivity and more intense security concerns.

30. The intention here is to compare the two types of BRI countries with the rest of countries across the
world. One may suggest including contiguity as an additional control. While this may work in most cross-
national analyses, it could lead to the conclusion that BRI reduces target states’ cooperation with China.
This is because we have a very special group of countries that are contiguous with China but not counted as
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BRI: North Korea, South Korea, and Japan. It is not surprising that these countries have higher levels of coop-
eration with China than other countries. But it does not mean BRI reduces neighboring countries’ cooperation
with China. See the Appendix for details.

31. Note that the impact of Trade/GDP for low-intensity conflict is positive and significant, as predicted by
the theories of commercial liberalism.

32. It is possible the lack of statistically significant findings could be attributed to the limited information I
have. However, this possibility cannot fully explain the significant findings I have for other variables. One may
suggest using other conventional data for costly conflict. At the time of writing, the data for military conflict
after 2013 are also very limited. The Militarized Interstate Dispute data (v 4.3) covers up until 2010. The Inter-
national Crisis Behavior data (v 12) covers until 2015, with only one crisis involving China between 2014 and
2015.

33. For reports of the initiative’s challenges, see Yamada Palma 2018. See also https:/financialtribune.com/
articles/world-economy/84692/china-s-bri-initiative-hits-roadblock-in-7-countries. Accessed January 11,
2020.
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