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Abstract

The People’s Bank of China has signed bilateral swap agreements with doz-
ens of foreign central banks since 2008, turning China into a major interna-
tional lender of last resort. China’s swap lines have both economic and geo-
political objectives, which include increasing political support for China on
the international stage. This paper examines whether China’s bilateral swaps
shift foreign public opinion towards China. The empirical analysis focuses on
Argentina, which has actively used its swap line to help address the country’s
severe economic difficulties. To examine the effect of the currency swap, I
designed a survey experiment that primes some respondents about the swap.
The experiment was embedded within a nationally representative survey con-
ducted during the 2023 election period. I find that priming Argentine citi-
zens about Chinese financial assistance does not increase the average citizen’s
desire to strengthen ties with China. Instead, we find that Chinese financial
assistance has a polarizing effect on public opinion: it increases support for
China among those who favor the incumbent party, but reduces support for
China among opposition voters. In sum, Chinese financial assistance does not
uniformly improve the country’s image, and actually worsens the country’s
standing among some segments of the population. This suggests there are lim-
its, when it comes to public opinion, for China’s “bailout” diplomacy.

Policy Implications and Key Takeaways

The People’s Bank of China has signed bilateral swap agreements with
more than 40 countries. These swap agreements are an important
component of China’s economic diplomacy. Improving foreign sentiment

towards China is one major goal of these diplomatic efforts.

Argentina has reaped large economic benefits from its currency swap with
China, but the swap has not improved Argentine public opinion towards
China. Rather, the swap agreement has polarized Argentine public
opinion about China along partisan lines. While the swap improves
feelings towards China among supporters of the incumbent party in
Argentina, it worsens perceptions of China among Argentines who favor

opposition parties.
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Critics of the currency swap maintain that China used it to help the
incumbent party, which advocated for close ties with China, win the
2023 presidential election. The perception that the Chinese currency
swap constituted a form of election interference prevented this initiative

from generating nationwide goodwill towards China.

China’s currency swaps would be more successful in achieving their
diplomatic aims of the People’s Bank of China implemented them in a

more politically neutral manner.
Since China’s swap lines have do not improve foreigners’ opinions of

China, the Federal Reserve should not feel compelled to expand its swap

network as a means to counter Chinese influence.
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Introduction

Improving China’s image abroad has been a major objective of China’s lead-
ership in recent decades." China’s state has adopted a multi-pronged strategy
to achieve this goal. One component of this strategy has been to promote
Chinese culture abroad through, for example, the expansion of Confucius
Institutes.” Chinese officials have also engaged in “Twitter diplomacy” to dis-
seminate favorable narratives of the country throughout the globe.* But, per-
haps the most significant—and expensive—tools have been economic ones,
such as foreign aid, infrastructure financing, and international rescue lending.
It is widely believed that improving foreigners’ opinions about China is one
of the central goals of Chinese economic statecraft.” This is a sensible goal be-
cause favorable public opinion represents an important component of a coun-
try’s “soft power,” and governments tend to adopt friendlier policies towards
countries when their citizens have positive opinions of them.®

Are these foreign economic tools successful at boosting foreign public
opinion towards China? Previous scholarship has examined how Chinese aid
and investment influences foreigners’ views about China. The evidence from
these studies is mixed. A number of studies find that Chinese aid and foreign
investment improve foreigners” sentiment regarding China.” Other works,
however, find that Chinese economic ties fail to improve foreign public opin-
ion towards China,® and some even find evidence that Chinese investment
leads to a deterioration in public opinion towards China.’

This study examines whether a different instrument of Chinese eco-
nomic statecraft—bilateral swap agreements (BSAs)—are effective tools of
public diplomacy. These BSAs act as a line of credit from the People’s Bank
of China (PBOC), China’s central bank, to central banks in signatory coun-
tries. When these agreements are signed, the PBOC commits to provide
Chinese renminbi (RMB) to the other country’s central bank in exchange
for the other country’s currency, which the PBOC holds as a form of col-
lateral. Between 2008 and 2022, China signed swap agreements with 40
different central banks, and 17 different countries have drawn on these swap
lines thus far.!” China’s currency swaps have, thus, emerged as “an impor-
tant tool of overseas crisis management” in recent years."" In fact, China’s
network of swap arrangements is the widest in the world, exceeding even
that of the United States’.!?
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Aswith other forms of Chinese economic statecraft, Chinese swap arrange-
ments aim to advance the country’s economic objectives, such as enhancing
the international use of the Chinese Renminbi (RMB)."* But China’s swaps
are also motivated by geopolitical considerations. These agreements have been
described as “political gestures of goodwill.”"* Others suggest that the swap
lines are aimed at generating “loyalty and influence” abroad and are “useful
to Beijing as part of a wider, long-term charm offensive.”” This paper explores
whether China’s currency swaps achieve these diplomatic objectives. In short,
I seck to shed light on whether bilateral swap agreements increase foreign citi-
zens’ afhinity to China.

A currency swap should, in theory, improve China’s image because it be-
stows substantial benefits on recipient countries. Currency swaps help coun-
tries finance imports, repay foreign debts, and stabilize their currencies. If
citizens are aware of these benefits, they will become more likely to believe
that cooperating with China is beneficial for them and their countries. The
perception that cooperating with China is beneficial should lead foreigners to
favor maintaining close ties with China in the future.

However, these purported responses to a swap agreement are hardly au-
tomatic. There may also be countervailing channels through which these
currency swaps undermine China’s reputation. If these swaps are perceived
as being self-serving for China, rather than altruistic, foreigners may not
respond positively to this financial assistance.'® One possibility along these
lines is that voters may view these swaps as an effort to boost the economic
and political fortunes of governments that are friendly to China. For in-
stance, when China provided Argentina’s Peronist government, which had
made many concessions to China during its tenure, with a generous swap
just days before the country’s Presidential election, the opposition accused
“China of meddling in Argentina’s elections.”” When people believe that
swaps are little more than a tool for China to achieve its own political objec-
tives, these agreements will lead citizens to want to cut ties with Beijing. To
the extent that Chinese swaps are viewed as a form of election meddling, in-
dividuals who favor parties that China opposes are especially likely to react
negatively to these agreements.

To study whether BSAs improve China’s image abroad, I focus on the case
of Argentina, which has had multiple swap agreements with China and has
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drawn on these swap lines several times to help stabilize its financial system.
Since the Chinese currency swap has had particularly noticeable effects on
Argentina’s economy, this is arguably a “most likely” case for the swap to influ-
ence opinions about China. In other words, if there is any country where we
might expect China’s currency swap to have a strong positive effect on China’s
public image it might be Argentina. The Argentine case therefore serves as a
useful setting for examining how Chinese swaps shape foreigners’ opinions
about China.

I embedded an experiment about Chinese swaps in a representative na-
tional survey in Argentina in October 2023, during the country’s presidential
election campaign. The experiment randomly assigned some survey respon-
dents to receive information about the Chinese swap arrangements while oth-
ers did not. To test the effect of the swap, I compare support for economic
cooperation with China among those that did not receive any information
about the swap arrangement (the control group) and those that were primed
about the swap agreement (the treatment group).

The evidence reveals that currency swaps do not bolster overall levels of
foreign public support for China. On average, attitudes about China are very
similar in the treatment and control conditions. But the swap did alter public
opinion in two ways. First, priming people about the currency swap caused
Argentines’ opinions about China to move to the extremes: the portion of
survey respondents that strongly supported or strongly opposed Chinese eco-
nomic cooperation increased while the share of people who had more mod-
erate opinions decreased. Second, Argentines from different political camps
responded in opposite ways to this treatment.

Supporters of the ruling party respond favorably to the swap arrangement.
Among individuals who intend to vote for the incumbent Union por la Patria
(UxP) party, information about the swap significantly increased their desired
level of engagement for China. But supporters of the political opposition re-
spond in the opposite manner. For those who do not intend to vote for the
UxP the treatment significantly reduced their support for China. In Argentina
at least, Chinese financial assistance polarizes public opinion along partisan
lines. These findings cast doubt on the ability of Chinese swap arrangements

to serve as effective tools of public diplomacy.
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Do Currency Swaps Help China Win Friends Abroad?

When China extends a currency swap to a recipient country this means that
the PBOC provides RMB to foreign central banks in exchange for collateral in
the form of the recipient country’s currency.' This section explores two com-
peting hypotheses about how Chinese currency swaps influence foreign pub-
lic opinion towards China. The conventional view, which I label the “Public
Diplomacy Hypothesis,” posits that these swaps improve the average citizen’s
desired level of cooperation with China. The second perspective, which I refer
to as the “Political Polarization Hypothesis,” suggests that swaps do not in-
crease overall levels of public support for China. Instead, while swaps might
attract support from some groups in society, it expects the Swaps to worsen
attitudes about China among some segments of the population groups, such
as individuals who dislike the domestic governments that receive Chinese fi-
nancial assistance.

The public diplomacy hypothesis starts from the assumption that Chinese
swaps are economically beneficial to recipient countries and their citizens.
One of the major functions of these swaps is to help recipient-country cen-
tral banks stabilize their exchange rates. The source central bank, China in
this example, lends RMB to recipient central banks, who can these funds to
intervene in the foreign currency market. For example, the central bank of
Argentina could use these funds to buy pesos, which would increase the de-
mand for pesos and strengthen the value of the peso.”” A number of central
banks, including Argentina, Laos, Mongolia, Nigeria, Pakistan, Turkey, and
Ukraine, have used their swap lines with China to augment their foreign-cur-
rency reserves and support the value of the local currency.?

Empirical evidence indicates that central bank swap lines have been effec-
tive in reducing exchange rate volatility.”’ Related work finds that swap agree-
ments tend to appreciate the value of recipient countries’ currencies.”” A stron-
ger exchange rate is beneficial to most individuals: exchange rate appreciation
lowers the costs of imported goods, which boosts real wages.” If citizens at-
tribute these benefits to the swaps, they are likely to update their beliefs about
China in a favorable direction.** For these reasons, currency swaps have the
potential to increase support for economic cooperation with China.

At the same time, Chinese swaps are not without political risks. There is

potential for these agreements to worsen foreigners’ perceptions of China. The
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risk arises because some people may focus not on the economic implications of
the swap but on China’s own motives and/or the domestic political repercus-
sions of these agreements. If citizens believe that China is offering financial
assistance for self-serving reasons, a swap is unlikely to improve perceptions of
the country.” For example, individuals may respond to these agreements by
considering China’s political objectives, such as their desire to help parties that
are friendly to China. China is more likely to extend these swaps to friendly
governments than to governments that are not aligned with China on major
foreign policy issues.? This raises the risk that voters will believe that China’s
motive for offering a swap is not to benefit the economy overall, but rather to
bolster the economic record of political parties that are friendly to China in
order to help them win re-clection.” Even if these swaps are not intended to
help one political party over others, in order to provoke such a response “voters
need only to perceive the interventions as helping the ticket win.”*®

When swaps are viewed as electorally motivated, citizens’ responses to
them are likely to depend on their partisan affiliation. Previous research
finds that foreign countries’ efforts to aid one party during an election leads
supporters of the aided party to want stronger ties with the foreign power.
Individuals who oppose the supported will instead respond in the opposite
manner, favoring more distant relations with the foreign power.”

Research on foreign public opinion towards China specifically also finds
that Chinese foreign aid projects, whose benefits tend to skew towards sup-
porters of the incumbent party, polarizes public opinion towards China across
partisan lines.*® Similarly for Chinese currency swaps, voters may believe that
incumbent parties are the intended beneficiaries of these agreements. Voters
are particularly likely to believe this when the incumbent party’s program
is much friendlier to China than that of the political opposition, as China
would have a stronger electoral motive in this scenario.

Under these conditions, the political polarization logic implies that the
currency swap should harm China’s image among individuals that oppose the
incumbent party.

In sum, there are some reasons to expect Chinese currency swaps to in-
crease public support for China but also some factors that may limit their ef-
fectiveness. In the empirical analyses that follow, we will test the following

competing hypotheses about the influence of Chinese swap arrangements:
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Public Diplomacy Hypothesis: Chinese currency swaps increase average

levels of public support for China in recipient countries.

Political Polarization Hypothesis: Chinese currency swaps increase
support for China among supporters of the incumbent party but decrease
support for China among supporters of opposition parties.

The Empirical Context: China’s BSA with Argentina

To examine public responses to Chinese currency swaps, I focus on one im-
portant case: Argentina. China’s swap with Argentina has “become the big-
gest yuan swap line in the world,”* one that “stands out for its longevity and
extensive utilization.”** As a result, Argentina serves as a useful case to exam-
ine how Chinese swap agreements influence public opinion towards China.

The first currency swap between Argentina and China was signed in April
2009, during the Presidency of Cristina Ferndndez de Kirchner (2007-2015),
a left-wing leader from the Front for Victory faction of the Peronist move-
ment. This initial agreement, which was for three years, expired in 2012.
Then, a new BSA was signed in July 2014, again for a three-year term. These
initial swaps took place within a broader context of deepening ties between
Argentina and China during the Kirchner administration.® In 2017, dur-
ing the administration of Mauricio Macri of the center-right Let’s Change
coalition, this agreement was renewed for another three years, and this was
followed by a second, distinct, supplementary, swap agreement signed in
2018.>* Both agreements were then renewed in 2020 for another three years
during the Presidency of Alberto Ferndndez, the leader of the Union for the
Homeland (UxP), which was the new name for the Front for Victory, the left-
wing faction of Peronism associated with the Kirchners. The current admin-
istration of Javier Milei, a right-wing populist from the Freedom Advances
party, is negotiating a renewal of the agreement, but the negotiations have
not yet concluded.

The swap agreement has been a major boon for Argentina’s economy at
several critical moments. The swap has become the largest source of foreign

reserves for the country, accounting for more than half of the BCRA’s total
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reserves.”> Argentina first drew on the swap line in October 2014, and made
several drawings from the swap line over the next year.

Doing so provided short-term relief for Argentina’s economy, helping the
Ferndndez de Kirchner government stabilize the peso in this period.*® The
next administration, led by rightwing President Mauricio Macri, also ben-
efited from the swap line. In December 2018, during another period in which
the Argentine economy was in distress, Argentina’s central bank made addi-
tional drawings on the swap lines. Macri’s successor, Alberto Fernandez, also
used the swap lines in 2023, this time to a default on its IMF debts, continue
servicing its private external debts, and finance imports.?”

Argentine political elites have not been shy about highlighting the eco-
nomic benefits of the swap cither. In a public speech in 2014, President
Fernandez de Kirchner “praised the swap line” to voters in attendance.?®
Alberto Ferndndez also extolled the virtues of the swap publicly, calling it a
“big relief for Argentina,” and thanking the Chinese government for being
“very generous and attentive to our needs.”*” The extension of China’s swap
line in October 2023 was widely covered by the media at the time of the an-
nouncement.*’ Argentine voters therefore had access to information about the
existence and benefits of these swaps, making it plausible that this agreement
would influence their opinions about China.

The reception to the swaps, however, has not been unambiguously posi-
tive. One line of criticism has emphasized how the swaps have been used
for political purposes, specifically to help the Peronist movement win elec-
tions. This objection surfaced during the Peronists’ re-election campaign
in 2015. Some believed that the currency swap “helped [the] Ferndndez de
Kirchner government solve short-term financial problems to support politi-
cal stability until the presidential elections of December 2015.”" Macri’s
Let’s Change coalition, which was secking to unseat the Peronists, was dis-
pleased. According to Oviedo, “Xi Jinping’s government support for to the
Ferndndez de Kirchner government was not well seen by the opposition par-
ties, because Argentina’s government stabilized the domestic finances until
the presidential election.”

Similar dynamics played out the next time that the Peronists were up for
re-election in 2023. In October of that year, just days before the general elec-
tion, the PBOC made $6.5 billion from the swap line available to Argentina’s
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central bank, which was $1.5 billion more than President Ferndndez even re-
quested.” Some observers viewed the “activation of the swap...[as] the most
forceful demonstration of th[e] alliance” between the Chinese Communist
Party and Peronism.*

The timing of that assistance, as well as the close relationship that the
two countries built during Alberto Fernandez’s four-year term, has led
some to speculate that China’s financial assistance in October 2023 was
motivated by electoral considerations. The swap “was a potential lifeline for
presidential hopeful Sergio Massa,” the UxP’s current Finance Minister and
Presidential candidate, whom Beijing favored because he was “secking stron-
ger links with China.”

Massa’s main rival, Javier Milei, by contrast, referred to China as an “assas-
sin,” and he threatened to cutoff diplomatic ties if elected.* One Bloomberg
story suggested that the timing of Beijing’s financial generosity meant that
China “seemed to back the government for a second term.”¢ Argentina’s po-
litical opposition at least viewed it in this light, with Diana Mondino, a top
Milei foreign policy advisor, lambasting the agreement for its “corruption”
and “Milei accused Beijing of interfering in the elections.™’

The rapid decline in China’s financial generosity after the 2023 election
was likely to reinforce the perception that Beijing is not a politically neutral
lender. Shortly after winning the Presidential election, Javier Milei requested
access to the swap line.*® China, however, has refused to grant Argentina ac-
cess to the funds, claiming that “the freeze remains in effect until President
Javier Milei demonstrates a clear intention to engage with Beijing.™

To summarize, China’s currency swap provides substantial economic ben-
efits to Argentina’s economy. On the one hand, these benefits could endear
China to the Argentine voting public. At the same time, however, the percep-
tion that these funds have not been applied equally to different political par-
ties may give Argentine voters the impression that China is not a politically
neutral actor. Hence, Chinese financial assistance could have a polarizing ef-
fect on public opinion in Argentina, endearing China to voters who favor the

UxP while alienating those who support other political parties.
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Evidence from a Survey Experiment

Research Design

To examine the impact of the BSA on Argentine public opinion, we embedded
a survey experiment in a national survey conducted by Isonomia Consultores.
The survey, which had a sample size of 3,166, is designed to be representa-
tive of Argentina’s urban population, which accounts for 95 percent of the
country’s total population.’® The survey was fielded between October 7 and
16, 2023, which was just before the first round of Argentina’s general elec-
tion (October 22, 2023). Notably, the survey was completed shortly before
October 18, the date in which China permitted Argentina to draw down an
additional $6.5 billion from the swap line.

The outcome variable of interest in this survey asked respondents about
whether they thought Argentina should strengthen its relationship with China.
Specifically, the question asked the following: “We are interested in your opin-
ions on Argentina’s relationship with China. Do you agree or disagree that
Argentina should build stronger economic ties with China?” Respondents were
offered a Likert-like scale with five response categories: (1) strongly disagree, (2)
disagree, (3) neither agree nor disagree, (4) agree, or (5) strongly agree.

The experiment randomly assigned half of the subjects to be reminded about
Argentina’s bilateral swap with China. The script described above was provided
to the half of subjects assigned to the control condition. The treatment condition
included the following additional text before the question: “China recently pro-
vided financial assistance to Argentina to help the Argentine government avoid
a debt default.” The purpose of this additional information is to prime respon-
dents about this specific aspect of Argentina’s existing relationship with China.
If Chinese financial diplomacy improves Argentines’ opinions about China, this
treatment should increase average support for strengthening the country’s eco-
nomic ties with China. While we are unable to experimentally manipulate the
actual existence of Chinese financial assistance, since people will only respond
to this assistance when it is brought to their attention, if the actual existence of

such assistance matters so too should information about this assistance.
Average Effect of Currency Swap Treatment

Figure 1 presents the mean levels of agreement that Argentina should

strengthen its economic ties with China among respondents in the control
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FIGURE 1. Average Support for Chinese Economic Ties
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and treatment conditions. The average in the control condition is a 3.24 on
a five-point scale, indicating that the average respondent’s opinion is be-
tween neutral and modest agreement. The mean in the treatment group is
3.20, which is very similar to the control group, yet slightly lower. The dif-
ference-in-means between the treatment and control groups falls far short
of conventional levels of statistical significance. This evidence suggests that
highlighting the currency swap does not lead the average Argentine to favor
stronger economic ties with China. This finding casts doubt on the public

diplomacy hypothesis.
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While we find no evidence that Chinese financial diplomacy changes the
average level of sentiment towards China among Argentine voters, there is
evidence that opinions about China become more polarized. Figure 2 dis-
plays the full distribution of responses for the control and treatment groups
in histogram format. The proportion of respondents that strongly disagree
(1) and strongly agree (5) with the question is higher in the treatment group
compared to the control group. The treatment increases the share of extreme
(strongly agree or strongly disagree) responses from 16 to 22 percent of the
total. This difference-in-proportions is statistically significant. A chi-squared
test also indicates that the overall distribution of responses are different across
the two groups. This provides some preliminary evidence that the swap agree-

ment polarizes foreigners’ attitudes towards China.”

Partisan Differences

While a currency swap may not drive the Argentine public as a whole to
favor closer ties with China, these diplomatic efforts could potentially win
over some subsets of the population. Here, we explore whether responses to
Chinese financial diplomacy vary across party lines in Argentina. As noted
carlier, there are reasons to expect Chinese financial diplomacy to improve
opinions toward China among incumbent-party supporters while having the
opposite effect among opposition voters.

We first examine the responses of incumbent supporters. The left panel in
Figure 3 plots the average level of support for Chinese economic engagement
for individuals that intend to vote for the incumbent UxP party in the upcom-
ing election. We see that supporters of the incumbent party respond favorably
to the BSA. The average support level for this subgroup increases from 3.56 in
the control condition to 3.74 in the treatment condition, a difference of 0.18.

The top panels of Figure 4 dig deeper into how the treatment shaped in-
cumbent supporters attitudes about China. The most striking difference is
in share of UxP voters that strongly favor closer economic ties with China
(category 5). This figure increases by nine percentage points, from 14 percent
in the control group to 23 percent in the control group. This difference is sub-
stantively large and statistically significant (p < 0.01).

Individuals who did not intend to vote for the incumbent party respond

very differently to Chinese financial diplomacy. The right panel of Figure 3
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FIGURE 3. Mean Support for Chinese Economic Ties Across Partisan Lines
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displays the mean levels of support for Chinese economic engagement for
non-UxP voters. The first thing to notice is that opposition voters’ baseline
desire to engage with China is much lower compared to those who support
the governing party. Despite starting with lower initial levels of agreement,
the treatment further reduces this group’s desire to engage with China. The
mean decreases from 3.11 to 2.96, a difference that is similar in magnitude to
that among UxP voters, but in the opposite direction. In short, the treatment
leads to a decrease in 0.14 in average levels of support for Chinese economic
engagement among non-UxP voters, which is a statistically significant effect
(p < 0.01).

The bottom panels of Figure 4 reveal that the treatment changes the share
of non-UxP voters that strongly disagree with the proposal to strengthen bi-
lateral economic ties (category 1). The treatment increases the proportion of
non-UxP voters that are in the most opposed category increases from 0.07
to 0.12, a sizable and statistically significant increase (p < 0.01). The evidence
indicates that when voters who oppose the incumbent party are informed that
Chinese economic assistance has been provided their desired level of engage-
ment with China falls.

Regression Analysis
Since partisan differences—unlike the experimental treatment—are not ran-
domly assigned, it is possible that it is not partisanship itself, but other factors
that correlate with partisanship, that are responsible for moderating the ef-
fects of the experimental treatment. To help address whether or not this is the
case, we turn to multivariate regression models that control for several other
variables. As with the previous analyses, attitudes about China serves as the
main dependent variable. The main explanatory variables of interest are the
respondent’s experimental condition, whether they intend to vote for UxP in
the upcoming elections, and a multiplicative interaction term between these
two variables. The first column of Table 1 presents a basic model with no ad-
ditional controls, which recovers the same patterns reported above: the treat-
ment reduces the outcome by 0.14 among non-UxP voters while increasing
the outcome by 0.18 for UxP voters (0.32 — 0.14 = 0.18).

In model 2 of Table 1, we control for several demographic covariates, in-

cludinga respondent’s level of educational attainment, age, gender, social class,
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TABLE 1. Regression Results

M @ 3 @ |5 e

Treatment -0.14%%* 1 Q. 14%* | 017> | -0.15%* | -0.14** | -0.16***
[0.051] [0.051] [0.056] [0.058] [0.058] | [0.062]
UxP Voter 0.45*** | 0.44*** 0.34***
[0.065] [0.065] [0.073]
Treatment 0.32*** | 0.33*** 0.33***
UxP Voter

[0.091] [0.090] [0.096]

UxP Approval 0.07*** | 0.08*** | 0.06***
[0.009] [0.009] | [0.010]

Treatment 0.03** 0.03** 0.04***

UxP Approval

[0.013] [0.013] | [0.014]

Education -0.01 0.0002 0.01 0.005
[0.014] [0.015] [0.013] | [0.014]
Age -0.005*** | -0.004*** -0.003*** | -0.003**
[0.001] [0.001] [0.001] | [0.001]
Female -0.15%** | -0.17*** -0.19*** | -0.17***
[0.042] [0.045] [0.041] | [0.044]

Class -0.02 -0.03 -0.02 -0.02
[0.020] [0.022] [0.020] | [0.022]
Ideology -0.06*** -0.06***
[0.009] [0.008]

Nationalism 0.06** 0.05**
[0.023] [0.023]
Constant 3. 1Fxx | 3 59xk | 3. 82%kk | 3 02%FF | 3.38*FF | 3.64%**

[0.037] [0.143] [0.186] [0.042] [0.146] [0.185]
Observations 2,555 2,553 2,138 2,594 2,592 2,216
R-squared 0.072 0.156 0.201 0.072 0.157 0.197

Note: Standard errors in brackets. *** p<0.01, ** p<0.05, * p<0.1
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and locality.* Model 3 adds two additional attitudinal variables to the model,
namely a measure of left-right ideological self-placement and a measure of na-
tional pride.”> We obtain very similar estimates of the conditional treatment
effects across all three models. This increases our confidence that it is parti-
sanship and not some other factor that is conditioning how Argentines react
to Chinese financial diplomacy. Several of these control variables account for
variation in individuals’ attitudes towards China. Older people, women, and
those with more right-wing ideologies favor weakening Argentina’s economic
ties with China while Argentine national pride is associated with a stronger
desire to strengthen economic ties with China.

Asan additional robustness test, we consider an alternative measure of sup-
port for the government. The survey asked respondents to rate the extent to
which they approved or disapproved of the ruling party on an 11-point scale.
We use this variable as an additional indicator of support for the incumbent,
where we expect the treatment to exert a more positive impact on the outcome
among individuals that express stronger approval of the incumbent. Columns
four through six of Table 1 present the results using this variable. The coef-
ficient on the treatment is negative and statistically significant in all models,
indicating that the currency swap prime reduces support for engaging with
China among those that strongly disapprove of Argentina’s ruling party. The
interaction term has a positive and statistically significant effect in all cases,
which means that the effect of Chinese diplomacy becomes increasingly posi-
tive for individuals that report stronger approval of the UxP.

Figure 5 presents the conditional marginal effects of the treatments from
models 3 and 6. The results reinforce the conclusion that voters that support
and oppose the incumbent respond in opposite ways to Chinese financial di-
plomacy. Irrespective of which measure of partisanship is used, the treatment
has a statistically significant negative effect on attitudes towards China among
opposition voters. By contrast, the effect of the treatment is positive and sta-
tistically significant among those that express the highest levels of approval of
Argentina’s ruling party.

To summarize, we find robust evidence that individuals’ partisan lean-
ings moderate how they respond to China’s financial diplomacy. Supporters
of the incumbent UxP party become more supportive of cooperation with

China when primed to think about China’s currency swap. Opponents of the
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FIGURE 5. Conditional Treatment Effects

Conditional Treatment Effect
o

Conditional Treatment Effect
o

UxP Voter Approval of Ruling Party

Note: Blue line indicates marginal effect of experimental treatment, conditional on
whether respondent is a UxP voter (left panel) and the respondent’s approval of the rul-
ing party (right panel). Shaded gray area indicates 95 percent confidence intervals of the

marginal effects.

UxP, on the other hand, become more opposed to economic cooperation with
China when primed about the currency swap. These patterns are consistent
with the political polarization hypothesis.

Conclusions and Implications

This study examined how priming people about a currency swap with
China shape Argentines’ attitudes about China. I find that the swap has a
polarizing effect on Argentine public opinion. This prime causes opinions
about China to move to the extremes, with more respondents either report-
ing the most positive or most negative opinions about China. Reminding
Argentines about the swap arrangement also produces opposite reactions
from different partisan groups. Supporters of the incumbent UxP party,
whose management of the economy was facilitated by Chinese financial
support, respond positively to the currency swap prime. Individuals who
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oppose the ruling party, by contrast, become more opposed to China when
primed to think about Chinese financial assistance.

The large size of the swap with the PBOC, and Argentina’s desperate need
for external financing, means that the swap arrangement has had an unusu-
ally strong impact on Argentina’s economy. China’s currency swaps could po-
tentially have a weaker impact on public opinion in other contexts than that
observed in Argentina. The Argentine case may therefore provide an upper
bound on how large of an impact the swap will have on public support for
China. Put simply, the swap’s apparent inability to improve perceptions of
China’s image mean that Chinese swaps are unlikely to work elsewhere either.
To be sure, without evidence from other countries, any conclusions about how
citizens outside of Argentina respond to these arrangements remain specu-
lative. Additional research from other swap-recipient countries is therefore
needed before any definitive conclusions can be reached. But the initial ev-
idence from one country presented here casts doubt on the effectiveness of
swaps as instruments of Chinese public diplomacy.

These findings have several important implications for policymakers in
China, the United States, and elsewhere. First, Argentina’s polarized response
to Chinese bailouts highlights a key tradeoff facing Chinese financial poli-
cymakers. Using financial resources to reward friendly governments might
enhance China’s political leverage in swap-recipient countries. But politiciz-
ing swap usage in this manner is not costless. If foreigners recognize this po-
litical bias, Chinese bailouts will not generate broad-based political goodwill
towards China across the political spectrum. In short, Chinese monetary
diplomacy can either continue to reward their supporters abroad or improve
Chinese soft power, it but is unlikely to be able to achieve both of these ob-
jectives simultancously. Decision-makers at the PBOC and their principals in
the Politburo should be mindful of these tradeoffs when crafting bailouts in
the future. If they truly prioritize boosting the country’s image on the global
stage, a new, less politicized approach to monetary diplomacy would better
serve their interests.

These lessons also apply to Americans policymakers or other great powers
seeking to use their financial resources to generate goodwill in the develop-
ing world. The United States is more likely to gain broad-based, cross-party

support abroad when its economic assistance to foreign countries maintains
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the principles of political impartiality. Financial assistance that is obviously
targeted at friendly governments risks alienating those parts of the electorate
that favor other parties. When the Federal Reserve and US Treasury receive
bailout requests from foreign governments in the future, they should seck to
avoid any appearance of political favoritism to the greatest extent possible.
Finally, this evidence should alleviate concerns among US officials that
Chinese financial assistance is helping win over hearts and minds in America’s
backyard. Following from this, the need for the United States to launch its
own competing economic and diplomatic initiatives to counter China’s influ-
ence may not be as great as some in Washington believe. There may be very
good reasons to provide economic assistance to Latin America or other de-
veloping regions, but responding to China’s growing popularity in these areas
does not appear to be one of them. The Fed has extended swap lines to only a
limited number of central banks—far fewer countries than the PBOC. There
is little reason for American diplomats to fret about the Fed’s limited use of
bilateral currency swaps. Since the PBOC’s swap lines do not appear to have
improved China’s global image, the Federal Reserve should not feel pressured

to issue new swap lines for the sake of geopolitical competition.
The views expressed are the author’s alone, and do not represent the views of the

US Government, Carnegie Corporation of New York, or the Wilson Center.
Copyright 2024, Wilson Center. All rights reserved.
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