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(1) 

CHINA’S ROLE IN LATIN AMERICA 
AND THE CARIBBEAN 

THURSDAY, MARCH 31, 2022 

U.S. SENATE,
SUBCOMMITTEE ON WESTERN HEMISPHERE, 

TRANSNATIONAL CRIME, CIVILIAN SECURITY, 
DEMOCRACY, HUMAN RIGHTS, AND 

GLOBAL WOMEN’S ISSUES; 
COMMITTEE ON FOREIGN RELATIONS, 

Washington, DC. 
The subcommittee met, pursuant to notice, at 10:06 a.m., in 

Room SD–106, Dirksen Senate Office Building, Hon. Tim Kaine 
presiding. 

Present: Senators Kaine [presiding], Menendez, Cardin, Shaheen, 
Markey, Schatz, Risch, Rubio, and Hagerty. 

OPENING STATEMENT OF HON. TIM KAINE, 
U.S. SENATOR FROM VIRGINIA 

Senator KAINE. I would like to open this hearing of the Senate 
committee with the longest name in the Senate, the Senate Foreign 
Relations Subcommittee on Western Hemisphere, Transnational 
Crime, Civilian Security, Democracy, Human Rights, and Global 
Women’s Issues. 

Even if we did an acronym it would be long, but it is a really 
important committee and we have got a great hearing today, and 
I think it is going to be well attended. 

I welcome two distinguished panels of witnesses for this hearing 
on China’s role in Latin America and the Caribbean, and the im-
portance of U.S. engagement in the region. 

I want to thank my ranking member, Senator Rubio, for his help 
in crafting this hearing, for his dedication to advancing American 
interests and values in the Western Hemisphere. We have worked 
together on these issues during my entire time in the Senate and 
I really value his focus and his partnership. 

We are pleased to convene this hearing on the important topic. 
East-West issues receive outsized attention in the media and in our 
own foreign policy work, and that is understandable, but North- 
South ties are every bit as important because of the inextricable 
political, cultural, and economic bonds we share with our neighbors 
throughout the Americas. 

Last year, I had the privilege of traveling to Mexico, Ecuador, 
Colombia, and Guatemala. Senator Portman and others were with 
me. It was a bipartisan CODEL in July. We saw a region dev-
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astated by the pandemic and eager not just for American vaccines, 
but for deeper American engagement and leadership. 

We also saw how China has increased its own engagement 
throughout the region, accompanied by an aggressive public diplo-
macy campaign promoting Chinese propaganda. 

China pushes the narrative that it is a benevolent patron or that 
it is a template for economic development while achieving what it 
terms long-term social stability. 

China’s genocide against the Uighur people in Xinjiang and the 
harassment of Uighurs abroad, clearly, shows the Western Hemi-
sphere and the rest of the world just what China’s vision of devel-
opment and social stability really looks like. 

I am thinking of Virginia’s large and vibrant Uighur-American 
community, many of whom have family members targeted by the 
Chinese government or face harassment and threats right here in 
the United States. 

Beijing’s genocide against the Uighurs shows that China’s vision 
of stability is not truly for all of its people, and China’s engagement 
in the Americas has some cautionary tales that we need to under-
stand. 

Ecuador, for example—nearly 20 years ago, former president, 
Rafael Correa, promised modernization for Ecuador, embracing 
Chinese loans and infrastructure projects in exchange for its oil. 

Fast forward to today, Ecuador now lives with the Chinese fi-
nanced and built dam that is not fully operational despite being 
opened in 2016. The Coca Codo Sinclair Dam required over 7,000 
repairs. It sits right next to an active volcano, and erosion con-
tinues to damage the dam. 

The dam also caused an oil spill in 2020 that has impacted indig-
enous communities living downstream, and all that is on top of the 
billions of dollars that Ecuador still owes China. 

The Ecuador case is just one example, but as China continues its 
quest for natural resources and raw materials throughout the re-
gion, including lithium in places like Argentina, Bolivia, and Chile 
or copper in Peru, these countries have to take the Ecuador exam-
ple very, very seriously. 

Beyond its economic engagement, we know China also wants to 
increase diplomatic and security engagement accompanied by a 
concerted effort to protect soft power through its public messaging 
and influence activities. As we discussed at our last hearing on vac-
cine diplomacy, China quickly exerted its influence in Latin Amer-
ica and the Caribbean following the outbreak of the pandemic, de-
spite the fact that China sold—did not donate, but sold most of its 
vaccines to the region. It successfully created the impression that 
the vaccines were, in fact, donated. 

I am interested in hearing from our witnesses from the Depart-
ment of State, USAID, the Development Finance Corp., and our 
second panel of private expert witnesses about how the U.S. is re-
sponding to Chinese engagement in the region and how we are de-
ploying the elements of our toolkit. 

I have been critical of China in these opening comments, but one 
area I have to praise them they are deeply, deeply engaged in the 
region, and we often hear from regional leaders, we would much 
rather deal with you than with China, but they tend to be at the 
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table in a more aggressive way, and so we need to talk about the 
threat, but also the opportunities for U.S. to have deeper engage-
ment. 

Let me now turn it over to Ranking Member Rubio for his re-
marks before I introduce the panel. 

STATEMENT OF HON. MARCO RUBIO, 
U.S. SENATOR FROM FLORIDA 

Senator RUBIO. Thank you, Mr. Chairman, and thanks for your— 
to your staff for working closely with mine to make sure that this 
came about, and I want at the outset to recognize six students from 
Florida International University who are here from Miami. I am 
also an adjunct professor there. 

Everybody—I try to make sure—I do not grade the papers, but 
they used to all get A’s because they are all voters. They do not 
let me grade anymore, but it is a great university and I am happy 
they are here and able to watch this today. 

The Western Hemisphere is in a period of extraordinary up-
heaval. It has got a host of economic problems. Obviously, they 
have been exacerbated by COVID–19 and it has put a tremendous 
burden on many of these countries in the region. Without urgent 
action, this economic downturn could last for a decade. 

Voters in the region know this, by the way, and so that is why 
you have seen them more willing than ever to turn to the prom-
ises—hollow promises—of change in places like Argentina and Peru 
and Chile and Honduras and, increasingly, in Mexico as well. 

Unfortunately, many of these newer leaders in the region have 
expressed admiration for the Communist Party and China’s model, 
even as they turn a blind eye and, in many cases, are supportive 
of the regimes that are creating tremendous suffering in Cuba and 
Venezuela and in Nicaragua. 

Beijing sees this and they are seizing the opportunity to grow 
both their influence and their power in the Western Hemisphere. 
As an example, their Belt and Road Initiative uses massive infra-
structure loans and projects to lure nations into economic and polit-
ical dependency debt traps. That has now spread to Argentina, 
Brazil, Barbados, and Panama. 

In their annual report last year, the bipartisan U.S.-China Secu-
rity and Economic Review Commission found that the Communist 
Party of China is taking advantage of its economic importance and 
political relationships to encourage governments across the region 
to make domestic and foreign policy decisions that favor the CCP 
and undermine democracy and free markets in the region. 

According to that same report, by the way, the Chinese Com-
munist Party’s armed wing, the People’s Liberation Army, is seek-
ing to deepen its engagement in the region by funding the construc-
tion of ports and space programs and other dual-use infrastructure 
that, frankly, is pretty clear it appears to have no economic pur-
pose, but—or to have a limited economic purpose, but could serve 
as future operating bases, even a rotational basis, for a hostile 
navy close to our nation’s shores. 

Moreover, the Chinese Communist Party is actively exporting its 
governance model across the hemisphere. It has conducted party- 
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to-party engagements with political parties in places such as Chile, 
Argentina, Cuba, Venezuela, Mexico. 

These engagements’ express purpose is to teach foreign political 
parties the superiority of China’s authoritarian system. Their in-
tentions in the region is not to be active because they want to make 
life better for people living in the Western Hemisphere. They care 
only about power and influence. They do not care about stability 
or economic development. 

So even as increasing exports to China boost the economies of 
some of the nations in these regions, the Communist Party of 
China is pushing countries to remain dependent on mining and 
other—and the export of other natural resources instead of 
partnering with them to develop and industrialize their economies. 

It is encouraging them to weaken or even break their own envi-
ronmental, social, and governance regulations by promising them 
increased investment from China in return, and they do this be-
cause they know that chaos in Latin America and the Caribbean 
would severely hurt us, destabilize us, who they view as their pri-
mary and central rival. 

If cartels have greater operating freedom to send drugs and vio-
lence across our border, it worsens the opioid and fentanyl epi-
demic and gang violence in our communities. If more countries go 
the way of Venezuela, Nicaragua, and Cuba, you will see massive 
new waves of illegal immigration and human trafficking that is as-
sociated with it. 

We simply cannot afford to let the Chinese Communist Party ex-
pand its influence and absorb Latin America and the Caribbean 
into its private political economic bloc. That would leave our coun-
try worse off and ensnare the people of Latin America and the Car-
ibbean into a generation of suffering and repression. 

I am hopeful that our nation will begin to address this threat 
head on and seriously to revitalize our engagement in the region 
with that in mind. 

In February, I introduced the Western Hemisphere Security 
Strategy Act with Chairman Menendez. It is the beginning of doing 
just that. It would enable the U.S. to more effectively resist drug 
traffickers and authoritarian governments, including those of 
China and Russia, through arrangements with other regional gov-
ernments. 

I hope others on this committee co-sponsor this critical step in 
pushing back against the Communist Party of China and their in-
fluence efforts in the region, and I hope to learn from our witnesses 
today on what else Congress can do and pursue to further address 
the challenge posed to us by the Chinese Communist Party in 
Latin America and the Caribbean. 

Thank you, Mr. Chairman. Thank you to our witnesses for being 
here. 

Senator KAINE. Let me now introduce the witnesses and then we 
will hear from each of you an opening statement and proceed with 
questions. 

First, Kerri Hannan. Kerri is a career member of the Senior For-
eign Service, is the Deputy Assistant Secretary for Public Diplo-
macy, Policy, Planning, and Coordination. 
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She covers issues related to the People’s Republic of China for 
the Bureau of Western Hemisphere Affairs. Her prior overseas as-
signments include Bolivia, Argentina, and India as well as spokes-
person at the U.S. Embassy in Kabul. 

Ms. Hannan has an undergraduate degree in zoology and a mas-
ter’s degree in Latin American studies with a concentration in trop-
ical conservation, all from the University of Florida. 

Peter Natiello. Peter currently serves as the Senior Deputy As-
sistant Administrator in the U.S. Agency for International Develop-
ment Bureau for Latin America and the Caribbean. 

Before that, he served as USAID’s mission director in Kabul, Af-
ghanistan. He has extensive experience in Latin America with 
USAID as the mission director in El Salvador, Colombia, and Bo-
livia. He also managed USAID’s democracy and conflict mitigation 
portfolio in Ecuador. 

Finally, Andrew Herscowitz is the Chief Development Officer at 
the U.S. International Development Finance Corp., the DFC. 

He is a career minister in the Senior Foreign Service and served 
overseas as mission director—deputy mission director and regional 
legal adviser for USAID in multiple countries in Latin America and 
the Caribbean from 2002 to 2013. 

It is great to have you all before us to discuss this important 
issue, and I would like to ask you to make your opening statements 
in the order that I introduced you. 

Ms. Hannan. 

STATEMENT OF KERRI HANNAN, DEPUTY ASSISTANT SEC-
RETARY FOR PUBLIC DIPLOMACY, POLICY, PLANNING, AND 
COORDINATION, BUREAU OF WESTERN HEMISPHERE AF-
FAIRS, U.S. DEPARTMENT OF STATE 

Ms. HANNAN. Chairman Kaine, Ranking Member Rubio, distin-
guished members of the committee, thank you for the opportunity 
to testify on the department’s efforts related to the PRC’s engage-
ment in the Western Hemisphere. 

The issue remains one of our most pressing challenges and one 
that requires close coordination with our interagency colleagues, 
international organizations, and allies and partners around the 
world. 

Just as important, it requires strong cooperation between the Ad-
ministration and Congress, so I welcome continued engagement on 
these issues with the committee and the chance to be with you 
today. 

Our strategic goal remains promoting a more democratic, inclu-
sive, secure, prosperous, and climate resilient Western Hemisphere 
aligned with U.S. values and interests. 

The pandemic has exacerbated the hemisphere’s long-standing 
challenges of inequality, corruption, and weak democratic institu-
tions, rendering the region more vulnerable to the PRC’s aggressive 
and coercive tactics. 

We do not respond to this challenge by trying to force countries 
to choose between the United States and China, but, rather, by 
proving that we are better partners committed to advancing shared 
interests and values. 
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We work with our allies and partners to help their democracies 
deliver for their people. We insist the PRC respect our hemi-
sphere’s democratic values and international labor, social, environ-
mental standards as it engages in the region. 

As the Secretary laid out in his speech in Quito last October, we 
are helping the region’s democracy deliver across all fronts. Our ef-
forts seek to deliver mutual benefits for our partners, not one-sided 
deals. 

The Summit of the Americas in June, whose theme is building 
a sustainable, resilient, and equitable future, will provide a critical 
opportunity for the President to gather the region’s democratic 
leaders in the agreed outcomes to promote a prosperous and demo-
cratic hemisphere. 

The Summit will provide concrete solutions to challenges that 
our partners face on issues like recovering from the pandemic, cre-
ating good-paying jobs, and transitioning to a green future. 

We also work with like-minded democratic allies and partners 
from outside the hemisphere. The European Union, Japan, the Re-
public of Korea, and Taiwan all help promote stability and growth 
in the region. 

With 8 of Taiwan’s 14 official diplomatic partners in our hemi-
sphere, one of our top goals remains countering the PRC’s aggres-
sive campaign to induce countries to switch recognition to Beijing. 

On the economic front, we focus on ensuring competitive and 
transparent investment environments that help level the playing 
field for U.S. companies. 

We sent more than two dozen U.S. technical delegations to the 
region since 2018 to share best practices on procurement reform, 
foreign investment screening, and other initiatives that make coun-
tries attractive, competitive business environments. 

These trainings help our partners ensure their engagements with 
the PRC meet high standards on transparency. We need to work 
with partners to help ensure regional investment remains trans-
parent, competitive, and private sector driven while upholding en-
vironmental and social safeguards. 

On security, the proliferation of PRC-linked telecom and surveil-
lance equipment in the region highlights risks to human rights, na-
tional security, and privacy. Many of our technical delegation en-
gagements have focused on ICT, including 5G and cybersecurity. 

While the PRC’s military presence in the region remains limited, 
we must maintain our position as the region’s principal security 
partner, including in military cooperation from training to equip-
ment sales. 

We must also counter the PRC’s propaganda and disinformation 
campaigns in the region. We saw and countered PRC-affiliated so-
cial media accounts attempting to redirect concerns about COVID– 
19 toward bogus claims that it originated in the United States. We 
are doing the same as we see PRC efforts to spread disinformation 
about Russia’s further invasion of Ukraine. 

The Global Engagement Center works with us and our field- 
based officers to address propaganda and disinformation and we 
build resilience through targeted support to independent civil soci-
ety organizations and journalists. 
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We are also laying a foundation so that rising generations in the 
hemisphere know PRC disinformation when they see it and reject 
it. The Young Leaders of the Americas Initiatives expands ties be-
tween emerging entrepreneurs and U.S. counterparts to support job 
creation and economic growth. 

The Department’s academic—Academy for Women Entrepreneurs 
provides women the tools they need to turn their ideas into suc-
cessful businesses, and the 100,000 Strong in the Americas Innova-
tion Fund supports educational exchanges that strengthen the link 
between education, workforce development, and social inclusion to 
address opportunity gaps. 

The Western Hemisphere’s commitment to democracy has never 
appeared more urgent as Russia tramples on Ukraine’s democracy 
and threatens to export the Ukraine crisis to the Americas by ex-
panding its military cooperation with Cuba, Nicaragua, and Ven-
ezuela. 

Our region has, with a few exceptions, condemned Russia and 
supported our efforts to urge Russia to immediately cease its war 
against Ukraine and seek a diplomatic resolution. 

Our allies and partners have seen the stark contrast between our 
position on Russia’s further invasion and the PRC’s position as 
PRC diplomats elevate the Kremlin’s propaganda and seek to pro-
tect Russia from condemnation at international bodies. 

Thank you for this opportunity and I look forward to your ques-
tions. 

[The prepared statement of Ms. Hannan follows:] 

Prepared Statement of Ms. Kerri Hannan 

Chairman Kaine, Ranking Member Rubio, distinguished members of the Com-
mittee: Thank you for the opportunity to testify on the Department’s efforts related 
to the PRC’s engagement in the Western Hemisphere. The issue remains one of our 
most pressing challenges and one that requires close coordination with our inter-
agency colleagues, international organizations, and allies and partners around the 
world. Just as important, it requires strong cooperation between the Administration 
and Congress, so I welcome continued engagement on these issues with the Com-
mittee and the chance to be with you today. 

Our strategic goal remains promoting a more democratic, inclusive, secure, pros-
perous, and climate-resilient Western Hemisphere, aligned with U.S. values and in-
terests. The pandemic has exacerbated the hemisphere’s longstanding challenges of 
inequality, corruption, and weak democratic institutions, rendering the region more 
vulnerable to the PRC’s aggressive and coercive practices. We do not respond to this 
challenge by trying to force countries to choose between the United States and 
China, but rather by proving that we are better partners committed to advancing 
shared interests and values. We work with our allies and partners to help their de-
mocracies deliver for their people. We insist the PRC respect our hemisphere’s 
democratic values and international labor, social, and environmental standards as 
it engages in the region. 

As the Secretary laid out in his speech in Quito last October, we’re helping the 
region’s democracies deliver across all fronts. Our efforts seek to deliver mutual ben-
efits for our partners, not one-sided deals. The Summit of the Americas in June— 
whose theme is ‘‘Building a Sustainable, Resilient, and Equitable Future’’—will pro-
vide a critical opportunity for the President to gather the region’s democratic leaders 
and agree to concrete outcomes to promote a prosperous and democratic hemisphere. 
The Summit will provide concrete solutions to challenges that our partners face on 
issues like recovering from the pandemic, creating good paying jobs, and 
transitioning to green future. 

We also work with likeminded democratic allies and partners from outside the 
hemisphere. The European Union, Japan, the Republic of Korea, and Taiwan all 
help promote stability and growth in the region. With 8 of Taiwan’s 14 official diplo-
matic partners in our hemisphere, one of our top goals remains countering the 
PRC’s aggressive campaign to induce countries to switch recognition to Beijing. 
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On the economic front, we focus on ensuring competitive and transparent invest-
ment environments that help level the playing field for U.S. companies. We sent 
more than two dozen U.S. technical delegations to the region since 2018 to share 
best practices on procurement reform, foreign investment screening, and other ini-
tiatives that make countries attractive, competitive business environments. These 
trainings help our partners ensure their engagements with the PRC meet high 
standards on transparency. We need to work with partners to help ensure regional 
investment remains transparent, competitive, and private sector driven, while up-
holding environmental and social safeguards. 

On security, the proliferation of PRC-linked telecommunications and surveillance 
equipment in the region highlights risks to human rights, national security, and pri-
vacy. Many of our technical delegations and engagements have focused on ICT and 
cybersecurity. While the PRC’s military presence in the region remains limited, we 
must maintain our position as the region’s principal security partner, including in 
military cooperation, from training to equipment sales. 

We must also counter the PRC’s propaganda and disinformation campaigns in the 
region. We saw and countered PRC-affiliated social media accounts attempting to 
redirect concerns about COVID–19 toward bogus claims of its originating in the 
United States. We are doing the same as we see PRC efforts to spread 
disinformation about Russia’s further invasion of Ukraine. The Global Engagement 
Center (GEC) works with us and our field-based officers to address propaganda and 
disinformation. We build resilience through targeted support to independent civil so-
ciety organizations and journalists. 

We are also laying a foundation so that rising generations in the hemisphere 
know PRC disinformation when they see it and can reject it. The Young Leaders 
of the Americas Initiative (YLAI) expands ties between emerging entrepreneurs and 
U.S. counterparts to support job creation and economic growth. The Department’s 
Academy for Women Entrepreneurs (AWE) provides women the tools they need to 
turn their ideas into successful businesses. And the 100,000 Strong in the Americas 
(100K) Innovation Fund supports educational exchanges that strengthen the links 
between education, workforce development, and social inclusion to address oppor-
tunity gaps. 

The Western Hemisphere’s commitment to democracy has never appeared more 
urgent, as Russia tramples on Ukraine’s democracy and threatens to export the 
Ukraine crisis to the Americas by expanding its military cooperation with Cuba, 
Nicaragua, and Venezuela. Our region has, with a few exceptions, condemned Rus-
sia and supported our efforts to urge Russia to immediately cease its war against 
Ukraine and seek a diplomatic resolution. Our allies and partners have seen the 
stark contrast between our position on Russia’s further invasion and the PRC’s posi-
tion, as PRC diplomats elevate the Kremlin’s propaganda and seek to protect Russia 
from condemnation in international bodies. 

Thank you again for this opportunity. I look forward to your questions. 

Senator KAINE. Thank you, Ms. Hannan. 
Mr. Natiello. 

STATEMENT OF PETER NATIELLO, SENIOR DEPUTY ASSIST-
ANT ADMINISTRATOR, LATIN AMERICA AND CARIBBEAN BU-
REAU, U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT, 
WASHINGTON, DC 

Mr. NATIELLO. Chairman Kaine, Ranking Member Rubio, and 
distinguished members of the committee, thank you so much for 
the opportunity to testify today, and what a nice surprise to have 
this group of FIU students with us today. 

We were together yesterday and our—Samantha Power, our ad-
ministrator, signed an MOU last week at FIU to support our mu-
tual cooperation. 

For decades, USAID has been a steadfast and reliable partner to 
the people of Latin America and the Caribbean to build a more 
democratic, prosperous, and secure region. 

As close neighbors, we share interests, values, and goals. While 
the United States’ partnership with the Latin American and Carib-
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bean region remains strong, concerns about the PRC’s growing foot-
print are real and warranted. 

We have observed that the PRC’s strategy in the Western Hemi-
sphere is broad and includes economic ties, infrastructure invest-
ments, security sector support, education and research programs, 
as well as disaster and COVID–19 response assistance. 

While Chinese investment has increased significantly, govern-
ments and citizens are increasingly aware of the downsides of 
working with the Chinese, while trust in the U.S. is growing. 

According to the Americas Barometer Survey, trust in the PRC 
declined by about 18 percent for the period 2012 to 2021 and cur-
rently stands at about 38 percent, while, on the other hand, trust 
in the United States has rebounded significantly in recent years by 
more than 18 percentage points and now stands at over 55 percent. 

Rather than assuming a defensive posture vis-à-vis the PRC’s 
presence in the region, USAID uses foreign assistance to advance 
an affirmative American agenda that demonstrates the clear ad-
vantages of democracy, economic freedom, and the rule of law as 
the best foundations to foster the open, just, transparent, and sov-
ereign societies we help to bolster in the hemisphere and around 
the world. 

In Ecuador, El Salvador, Guatemala, and Honduras, USAID is 
working with host governments and the private sector to create a 
welcoming environment for private investment. This will level the 
playing field for American and allied investors. 

USAID is also expanding its work in the digital space to offer 
partner nations secure alternatives with respect to 5G technology 
and cybersecurity. For example, in Peru USAID provides technical 
assistance to the Ministry of Transport and Communications to 
help strengthen digital security, data governance, digital innova-
tion, and 5G radio spectrum policy frameworks. 

We are concerned, too, about the PRC’s manipulation of the in-
formation space, which is why USAID plays a key role in providing 
unbiased and objective information to inform citizens about the role 
of the PRC and other external actors in the region. 

USAID assistance supports civil society and independent media 
to promote transparency, encourage investigative journalism, and 
counter mis- and disinformation. 

USAID’s long history of providing both urgent humanitarian as-
sistance and long-term development assistance to countries 
throughout Latin America and the Caribbean has been a hallmark 
of the United States’ close partnership with the region. 

In times of need, such as the COVID–19 pandemic, we have 
stood up high-impact programs to address the terrible health and 
economic effects of the crisis. 

To date, the United States has provided approximately 65 million 
COVID vaccine doses to the region with more on the way at no 
charge and with no strings attached. That is more vaccines than 
any other country has delivered in the region. USAID’s technical 
assistance has been important for getting those vaccines into arms 
around the region. 

Now, more than ever, the United States must stay on course to 
remain the lead partner in the region’s development. While the 
PRC will continue its efforts to gain influence in the region, the 
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10 

United States maintains an extraordinarily unique and powerful 
relationship with Latin America and the Caribbean, characterized 
by unparalleled family, historical, cultural, and trade ties. 

These serve to bind the fate of the United States with its closest 
neighbors and constitute important assets upon which we must 
continue to build bonds of trust and partnership. 

We are a community with shared democratic values and experi-
ences. By working with our allies and partners in accordance with 
our approach to development we can continue to strengthen the 
Western Hemisphere’s democracies, its prosperity, and its security. 

We are clear eyed about the autocratic alternative, which we 
know is terribly destructive to freedom and well-being. 

Thank you, and I look forward to your questions. 
[The prepared statement of Mr. Natiello follows:] 

Prepared Statement of Mr. Peter Natiello 

Chairman Kaine, Ranking Member Rubio, and distinguished members of the 
Committee, thank you for the opportunity to testify on the influence of the People’s 
Republic of China (PRC) in the Latin American and Caribbean (LAC) region. 

For decades, the U.S. Agency of International Development (USAID) has been a 
steadfast and reliable partner to the people of Latin America and the Caribbean 
(LAC) to build a more democratic, prosperous, and secure region. As close neighbors, 
we share interests, values, and goals. USAID is glad to be part of a whole-of-govern-
ment approach to countering PRC influence in the region. 

While the United States’ partnership with the LAC region remains strong, con-
cerns about the PRC’s growing footprint are real and warranted. We have observed 
that the PRC’s strategy in the Western Hemisphere is broad and includes economic 
ties, infrastructure investments, security sector support, education and research pro-
grams, as well as disaster and COVID–19 response assistance. 

For example, Chinese companies, which often have close ties to the Chinese Com-
munist Party (CCP), invested over $130 billion in the region over the past two dec-
ades, with significant investments in Brazil and Peru in particular. Most PRC in-
vestment in the region is in energy, extractives, and infrastructure. The China De-
velopment Bank and the China Export-Import Bank have provided nearly $140 bil-
lion in loans since 2005. 

We are concerned about the coercive, exploitative, and predatory tactics that the 
PRC often employs. For example, when Ecuador defaulted on its debts under the 
Correa administration, the PRC provided a lifeline with loans and financing. Chi-
nese state-owned banks have provided Ecuador with an estimated $8 billion or more 
in non-transparent loans with undisclosed conditions, while Chinese companies have 
provided other forms of financing. The loans were used to fund a number of public 
works projects, several of which are now under investigation due to questionable 
standards and lax planning. The Coca Codo Sinclair Dam in particular was riddled 
with cracks and caused significant erosion. Moreover, the PRC negotiated debt pay-
ment plans that require Ecuador to hand over the vast majority of its extracted pe-
troleum to China—that is up to 80 to 90 percent of its oil production by some esti-
mates. This constrains Ecuador’s own economic development and sovereignty. 

While Chinese investment has increased significantly over the past two decades, 
governments are increasingly aware of the downsides of working with the PRC and 
continue to approach the U.S. as their partner of choice. USAID tracks perceptions 
of the PRC across Latin America and the Caribbean through its support of the 
Americas Barometer public opinion survey. According to the survey, trust in the 
PRC Government declined from 58.2 percent in 2012 to 38.2 percent in 2021, while 
trust in the United States Government declined less precipitously from 65 percent 
to 56.7 percent over the same period. However, trust in the United States Govern-
ment has rebounded significantly—by more than 18 percentage points—since its low 
of 38.6 percent just 2 to 3 years ago. 

To remain the LAC region’s partner of choice, USAID, as part of the whole U.S. 
Government approach, does not take a coercive, manipulative approach like the one 
the PRC promulgates. We advance an affirmative American agenda that dem-
onstrates the clear advantages of democracy, economic freedom, and rule of law as 
the best foundations to foster the open, just, transparent, and sovereign societies we 
want to see in the hemisphere and around the world. 
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USAID focuses its assistance on transparent and fair procurement reform to at-
tract sustainable private investment; financial and transactional assistance for en-
ergy and infrastructure investment; cybersecurity support; combatting China’s ille-
gal fishing practices; climate change and disaster resilience; and the democratic rule 
of law and anti-corruption. USAID is notably looking at the Caribbean, where PRC 
interest has been growing, but is not yet as deeply entrenched as it is in many other 
parts of the region, giving us a greater opportunity to be effective with our compara-
tively modest resources. 

We are putting our plan into action. In the Dominican Republic, where a reform- 
minded government has publicly committed to more transparent and accountable 
governance, USAID is working with the U.S. Army Corps of Engineers (USACE) to 
develop a competitive and fair tendering process for a major infrastructure improve-
ment project at the Port of Manzanillo. This will level the playing field for American 
and allied investors. 

In Ecuador, El Salvador, Guatemala, and Honduras, USAID is working with host 
governments and the private sector to create a welcoming environment for private 
investment by strengthening public procurement systems in the infrastructure, en-
ergy, or telecommunications sectors, with the goal of increasing their transparency, 
efficacy in the use of public funds, and adherence to international best practices. 
USAID is working with all stakeholders in the implementation, monitoring, and 
evaluation of these efforts and raising public awareness of the relevance and impor-
tance of efficient and transparent business transactions. 

USAID is also expanding its work in the digital space to offer partner nations se-
cure alternatives with respect to 5G technology and cybersecurity. USAID’s Innova-
tion, Technology, and Research Hub is helping advance cybersecurity and 
connectivity objectives in the region. For example, in Peru, USAID provides tech-
nical assistance to the Ministry of Transport and Communications to help strength-
en digital security, data governance, digital innovation, artificial intelligence, and 
5G radio spectrum policy frameworks. In the Eastern and Southern Caribbean, 
USAID is conducting a Regional Digital Ecosystem Assessment, which identifies cy-
bersecurity vulnerabilities, while advancing improvements to the broader enabling 
environment for digital development. 

To support democracy, transparency and the free flow of information, USAID 
works closely with civil society and the independent media to strengthen their ca-
pacity to engage in oversight and promote accountability, amplify their voice, sus-
tain operations, and conduct their work in safety. We have seen PRC efforts in the 
region to promote a distorted or misleading version of Chinese history and project 
a positive but incomplete picture of the PRC’s motives in the region. USAID’s part-
ners play a key role in providing unbiased and objective information to inform citi-
zens about the role of China and other external actors in the region. Among other 
elements, USAID assistance involves support to counter laws and policies that seek 
to restrict civil society’s ability to operate; support for core activities—such as social 
audits, investigative journalism, countering mis- and disinformation—and organiza-
tional strengthening; and support for digital and physical security. This work is 
backed by research that examines information ecosystems and the influence of ex-
ternal actors to inform potential policy and programmatic responses. 

USAID’s long history of providing both urgent humanitarian assistance and long- 
term development assistance to countries throughout Latin America and the Carib-
bean have been a hallmark of the United States’ close partnership with the region. 
U.S. assistance, embodied in the USAID handshake of partnership and the FROM 
THE AMERICAN PEOPLE tagline, is well recognized by the citizens of Latin Amer-
ica and the Caribbean for the spirit of generosity and support it represents. For dec-
ades, USAID has helped the region quickly respond to natural disasters—such as 
hurricanes, earthquakes, volcanic eruptions, and disease by providing life-saving re-
lief like food, safe drinking water, medicines and shelter. Our development pro-
grams have helped build sustainable incomes, develop health systems, and expand 
educational opportunities. Citizens of the region know we are a steadfast partner 
who will be there at their time of need. China does not provide this kind of assist-
ance. 

In times of major need, such as the COVID–19 pandemic, we have stood up cross- 
cutting programs to address the health and economic impacts of the crisis. To date, 
the United States has provided approximately 65 million COVID–19 doses to the re-
gion with more on the way—with no strings attached. That is more vaccines than 
any other country has delivered in the region. To help get shots in arms, USAID 
has helped prepare countries to receive, distribute, and administer COVID–19 vac-
cines. USAID is helping countries implement national vaccination plans, including 
supporting health ministries with distribution plans, training vaccinators, estab-
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lishing vaccination sites, cold chain management, communication strategies, and 
data strengthening. 

Overall, USAID has mobilized $524 million for the COVID–19 response across 29 
countries in Latin America and the Caribbean to not only support vaccine delivery, 
but also to shore up the broader clinical, public health, and humanitarian response 
to the pandemic’s impacts. We are mobilizing to address the pandemic’s economic 
and broader secondary impacts as well. This includes responding to rising levels of 
food insecurity, and supporting the economic recovery of marginalized communities, 
migrants, and refugees with everything from job training and business financing to 
business development support. 

Now, more than ever, the United States must stay on course to remain the global 
leader in international development. While the PRC will continue its efforts to gain 
influence in the region, the United States maintains an extraordinarily unique and 
powerful relationship with Latin America and the Caribbean, characterized by un-
paralleled family, historical, cultural, and trade ties. Those all serve to keep the fate 
of the United States bound with its closest neighbors and deepen our relationship 
beyond just a strategic partnership. We are a community with many shared demo-
cratic values and experiences. 

USAID works day in and day out to strengthen these relationships. By working 
with our allies and partners, we can continue to make the entire Western Hemi-
sphere stronger, more prosperous, and more secure. 

Thank you, and I look forward to your questions. 

Senator KAINE. Thank you very much. 
Mr. Herscowitz. 

STATEMENT OF ANDREW M. HERSCOWITZ, CHIEF DEVELOP-
MENT OFFICER, U.S. INTERNATIONAL DEVELOPMENT FI-
NANCE CORPORATION, WASHINGTON, DC 

Mr. HERSCOWITZ. Good morning, Chairman Kaine, Ranking 
Member Rubio, and distinguished members of the subcommittee. 

Thank you for inviting the U.S. International Development Fi-
nance Corporation, known as DFC, to testify today on our efforts 
to catalyze private investment in Latin America and the Carib-
bean. 

DFC brings values-driven, high-quality investment support to 
the region and plays an important role in the whole of government 
approach to countering the People’s Republic of China. 

DFC partners with private businesses and banks to mobilize cap-
ital in support of sustainable economic growth, poverty reduction, 
and development that advances U.S. foreign policy interests. 

These objectives converge in Latin America and the Caribbean, 
a region with significant infrastructure needs, high rates of in-
equality, and pressing development needs in a region where the 
PRC has devoted increased attention. 

We offer companies transparent and accessible financing options 
that advance development, including equity investments, loans, 
loan guarantees, political risk insurance, and technical assistance. 

DFC has more than a $10 billion portfolio in the region and just 
last year we did $2.2 billion more. We are excited to use a recent 
new robust congressional appropriation to ramp up our support for 
projects in energy, transport, ICT, and other infrastructure as well 
as health care, agriculture, and financial services. 

We are especially focused on providing credit to micro, small, and 
medium enterprises in the region. These businesses are central to 
the region’s recovery from COVID–19 and they are central to cre-
ating the jobs that create economic and political stability and that 
prevent migration. 
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The way DFC deploys capital sends a strong message that the 
U.S. cares about local communities and the environment. Our fi-
nancing tools reinforce good governance, avoid unsustainable debt 
levels, and promote inclusion. 

These are American values, values and practices that set DFC 
apart from others. DFC’s model is one of partnership and empower-
ment, unlike other models that involve manipulating, taking, pol-
luting, and exploiting. 

While the PRC, largely, finances the work of Chinese companies 
or provides unsustainable debt to governments, DFC provides fi-
nancing directly to the people and the businesses of Latin America 
and the Caribbean, as well as to U.S. companies, U.S. companies 
that also believe in our high standards and who also care about the 
development of the people in the countries where they operate. 

DFC prioritizes transactions that improve the lives of the poorest 
and marginalized populations. Doing so advances both development 
and our foreign policy goals. The PRC prioritizes only the pros-
perity of the PRC, often to the detriment of the prosperity of the 
local people. 

That is why the U.S. is the preferred partner. By improving the 
lives of people, DFC transactions foster political and economic sta-
bility, which helps cement market-oriented reforms and rule of law. 

It is important to note that while the BUILD Act asked DFC to 
prioritize low and lower middle income countries, upper middle in-
come countries make up the bulk of the countries in the region. 

By statute, our work in upper middle income countries must be 
designed to produce significant development outcomes. 

I have included in my written testimony examples of projects 
that illustrate DFC’s approach and demonstrate a sharp contrast 
with the PRC. These projects have a strong focus on local needs 
and economic empowerment. 

They advance objectives like reducing migration flows by expand-
ing credit access in Central America for businesses, by providing 
alternatives to coca production in the Andes, and supporting Ven-
ezuelan migrants in the region. 

One example of a development infrastructure project in DFC’s 
portfolio was a project in Brazil to modernize public lighting, ex-
pand internet connectivity, and mitigate flooding risk. 

Thank you again for the opportunity to discuss how DFC’s work 
represents a positive democratic alternative to state-directed in-
vestments by authoritarian governments. DFC advances foreign 
policy and development goals. 

I also thank my fellow witnesses on the panel for their partner-
ship. We work closely with their agencies to identify new deal flow, 
to provide complementary technical assistance for DFC-supported 
transactions, and to create an enabling environment for private in-
vestment in the region. 

I look forward to your questions. 
[The prepared statement of Mr. Herscowitz follows:] 

Prepared Statement of Mr. Andrew Herscowitz 

Good morning, Chairman Kaine, Ranking Member Rubio, and distinguished Mem-
bers of the Subcommittee. Thank you for inviting U.S. International Development 
Finance Corporation, known as DFC, to testify today on our efforts to catalyze pri-
vate investment in Latin America and the Caribbean. DFC brings values-driven and 
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high-quality investment support to the region and plays an important role in a 
whole-of-government approach to countering People’s Republic of China (PRC) en-
gagement. 

DFC’s mission is to partner with the private sector to mobilize capital in support 
of sustainable, broad-based economic growth, poverty reduction, and development 
that advance U.S. foreign policy interests. Congress created DFC with an objective 
to provide foreign markets a robust alternative to state-directed investments by au-
thoritarian governments and strategic competitors. These two objectives converge in 
Latin America and the Caribbean: a region with significant infrastructure invest-
ment gaps, high rates of inequality, and pressing development needs, and a region 
where the PRC has devoted increased attention. It is a U.S. Government priority 
to offer the private sector in the region high-quality, transparent, and accessible fi-
nancing options that advance economic development. DFC pursues this objective by 
supporting impactful private-sector projects with equity investments, loans, loan 
guarantees, political risk insurance, and technical assistance. 

DFC has more than $10 billion invested across Latin America and the Caribbean 
in key sectors such as financial services, healthcare resiliency, and agriculture. And 
we want to do more. Thanks to the robust appropriation that Congress provided to 
DFC, we aim to ramp up our efforts to drive new private project investments. In 
Fiscal Year 2020, DFC committed $2.2 billion across 22 transactions in the region. 
DFC continues to seek out eligible projects in energy, transportation, healthcare, fi-
nancial services, and information and communications technology sectors. The Cor-
poration has devoted a significant proportion of its regional portfolio to providing 
micro, small, and medium enterprises (MSMEs) access to the credit they need to 
scale up operations and hire staff. DFC’s MSME finance projects are especially crit-
ical in a region like Latin America and the Caribbean, where MSMEs continue to 
be the primary drivers of employment, and where the economy has contracted by 
seven percent since the start of the COVID–19 pandemic in 2020. 

DFC’s model is to mobilize private capital in a way that upholds the highest social 
and environmental standards, reinforces good governance, avoids unsustainable 
debt levels, promotes inclusion, and contributes to sustainable and broad-based eco-
nomic growth in the areas we work. That is a value proposition our competitors are 
unable to offer, and we believe our values and practices set DFC apart as a much 
better partner for developing countries. Unlike the PRC, DFC’s efforts seek to em-
power our partner countries, helping them take advantage of and control their own 
resources. DFC’s model is one of partnership and empowerment—not one of taking 
and exploiting. While the PRC largely finances the work of PRC-controlled entities 
or provides unsustainable debt to governments, the DFC model allows us to provide 
financing directly to the people and businesses in Latin America and the Caribbean. 

DFC supports transactions that improve the lives of the poorest and most 
marginalized. We prioritize these transactions for two reasons. First, the PRC is not 
taking on these critical transactions, choosing instead to prioritize its own pros-
perity. Our work to address the needs of local populations first and foremost is what 
sets us apart as a preferred partner. Second, by supporting these populations and 
improving their livelihoods, DFC helps foster political and economic stability which 
helps cement market-oriented reforms and rule of law; we can advance both devel-
opment and foreign policy through these transactions. It is important to note that 
while the BUILD Act asks DFC to prioritize low and lower middle-income countries, 
upper middle-income countries make up the bulk of the countries in Latin America 
and the Caribbean. By statute, our work in upper middle-income countries must be 
designed to produce significant developmental outcomes. 

Several DFC-supported transactions demonstrate clearly how DFC can serve as 
a robust alternative to PRC investment in the region. For example, in Colombia, 
DFC provided a loan guaranty in support of a project that helps Venezuelan mi-
grants and host communities achieve greater economic independence through ex-
panded access to banks and financial services. DFC provided a guaranty to two Co-
lombian financial institutions (Bancamia and Crezcamos) to promote inclusive fi-
nancing for these populations. DFC also is investing in projects that promote rural 
development in Colombia and Peru, helping provide licit economic alternatives to 
the coca cultivation that weakens local governance and leads to cross-border nar-
cotics flows. 

In northern Central America, DFC is closely attuned to the challenges that drive 
migration and is supporting transactions that address the root causes. Again, the 
PRC has not shown interest in these kinds of transactions that promote economic 
prosperity. These transactions also advance U.S. foreign policy objectives. For exam-
ple, DFC provided a $100 million direct loan to the Central American Bank for Eco-
nomic Integration (CABEI) to fund financial institution intermediaries in El Sal-
vador, Guatemala, and Honduras, which will then on-lend to MSMEs economically 
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impacted by the COVID–19 pandemic. DFC is also supporting transactions that ex-
pand access to finance for women in northern Central America, and we recently 
hosted a town hall in the region in support of DFC’s women’s economic empower-
ment initiative, known as the 2X initiative. 

In addition to these highly developmental transactions that reach down to individ-
uals most in need, DFC also is pursuing investment in infrastructure, recognizing 
the significant financing gaps and the extent to which strategic competitors have 
prioritized such investment. The Inter-American Development Bank (IDB) estimates 
that $2.2 trillion in infrastructure spending is needed by 2030 for Latin American 
and Caribbean countries to meet the UN’s Sustainable Development Goals, which 
include access to water and sanitation, reliable sources of energy, transportation, 
and internet connectivity. DFC cannot tackle the scale of this challenge alone, which 
is why partnerships with other government agencies, private sector entities, G7 
countries, and multilateral financial institutions are essential. 

One example of a recent project that typifies DFC’s infrastructure objectives is 
Smart Rio, a project to modernize, maintain, and operate the public lighting system 
and install and manage smart city infrastructure in the city of Rio de Janeiro, 
Brazil. DFC is supporting this project with a guaranty of up to $267 million. The 
project will lead to energy savings of 60 percent per year compared to the current 
system through the retrofit or addition of 450,000 public lighting units with LED 
technology. The smart city infrastructure will include 4,000 remote sewage monitors 
to aid in adaptation to and resilience against flooding risks, 6,000 smart traffic 
lights, and 5,000 public Wi-Fi access points. Nearly three-quarters of capital expend-
itures of the project will flow to neighborhoods below the city’s median income. This 
project touches on two of priority sectors: climate and digital technology. Smart Rio 
was awarded the concession for the project after a competitive tender, beating out 
two other bids, one of which was submitted by a Chinese consortium backed by 
Huawei Technologies. 

Another example of a high-quality, DFC-supported infrastructure transaction is a 
road project in Colombia that helps farmers and businesses access markets. DFC’s 
$350 million local currency guaranty in support of Sacyr’s social bond issuance mo-
bilized capital for the construction and operation of a toll road that promotes link-
ages between poorer regions in northern Colombia and economic centers, while en-
couraging local financial participation and investment. These types of DFC invest-
ments have the potential to crowd in additional investment in other private sector 
projects, including in the agricultural and manufacturing sectors, by lowering costs 
of doing business. 

Under the BUILD Act, DFC prioritizes investments in low and lower-middle in-
come countries. One result of this work is in Belize, a lower-middle income country, 
where DFC provided a political risk insurance policy in support of a $364 million 
Blue Bond for Ocean Conservation. The innovative debt conversion, which DFC 
made possible through $610 million in political risk insurance (covering loan prin-
cipal and interest), will provide sovereign debt relief and simultaneously fund 
projects in support of Belize’s commitment to protect 30 percent of its ocean. These 
projects advance ocean protection, fisheries management, and climate adaptation 
and mitigation. This approach is a major contrast from the PRC approach in that 
DFC is providing sovereign debt relief, whereas PRC transactions typically cause 
sovereign debt stress. 

DFC aims to increase electricity access for at least 10 million people by 2025 and 
increase internet access for 3 million people, among other goals. These development 
goals align with the needs in the Latin America and Caribbean region, where more 
than 20 million people are without electricity access and more than 80 million peo-
ple rely on firewood and charcoal for cooking. Thirty-two percent of the Latin Amer-
ican and Caribbean population, or 244 million people, have no internet access. 
Stronger health systems are urgently needed in a region where, despite constituting 
only 8 percent of the global population, 28 percent of global COVID–19 pandemic 
deaths have occurred. 

It is in our foreign policy interest to address these challenges, and it is also in 
alignment with DFC’s development mandate. Countries in Latin America and the 
Caribbean are critical partners in promoting prosperity, stability, and development 
throughout the Western Hemisphere, and the impacts of severe weather events, 
pandemics, and economic crises can be felt at our borders. Progress has been 
achieved as emerging economies have adopted market-based reforms that ease the 
cost of doing business and improve the investment climate. But much work still re-
mains, and corruption and human rights continue to be paramount concerns for 
DFC and the U.S. Government. The U.S. Government is working in a coordinated 
manner to accelerate progress towards prosperity and stability, with the U.S. De-
partment of State and the U.S. Agency for International Development as key part-
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ners in fostering an enabling environment for private investment, and DFC using 
its project support tools to provide additional impetus for investment. 

Thank you again for the opportunity to discuss how DFC’s work in the region rep-
resents a positive, democratic alternative to state-directed investments by authori-
tarian governments. I look forward to your questions. 

Senator KAINE. Thank you, Mr. Herscowitz, and we will begin a 
round of 5-minute questions and I will begin with you, Ms. Han-
nan. 

A lot of the competition with China in the hemisphere and 
around the world comes down to messaging and information. Talk 
to us about—you testified briefly about this in your opening com-
ments—how your agency’s public messaging strategy to counter 
China and how do you engage with the Global Engagement Center 
to accomplish that goal. 

Ms. HANNAN. Thank you, Chairman, for your question. 
China spends at least five times as the United States does on 

public diplomacy and influence activities, but despite their inroads 
into the region, the U.S. still is the preferred shared values in the 
region. We consistently are the preferred partner. 

They bring every tool of the state and private sector to spread 
disinformation and we aim to puncture their narrative by offering 
open research and to build resilience and limit the space where the 
PRC manipulation can thrive. 

They have established media cooperative agreements with part-
ners and we have seen journalists self-censor themselves or be en-
couraged by embassy officials not to tell the truth or shine a light 
on PRC malign activities. 

We seek to share credible third party research with influencers 
and journalists. We partner with the GEC to do this. We have pro-
grams in the region that are strengthening the resilience of popu-
lations, civil society, investigative journalists, as well as empow-
ering governments to recognize and push back on disinformation 
and propaganda. I would also recognize Canada as a critical part-
ner in this region addressing disinformation. We work with them 
closely. 

One other thing I will point out is that there are 63 Confucius 
Institutes in Latin America, but there are over 120 American 
spaces run through our embassies, the binational centers. It is a 
tool where we are able to share our values. 

We have Fulbright exchanges. I already mentioned Academy of 
Women Entrepreneurs and our Young Leaders, all of which allow 
us to build strong relationships and share the values that we have 
outlined before. 

Thank you. 
Senator KAINE. Thank you. 
Mr. Natiello, one of the issues that comes up a lot in Latin Amer-

ica now is the fact that many of our Latin American countries have 
been supportive of Taiwan and then that leads to significant 
pushback from the PRC. 

Can you talk about USAID’s work with Taiwan, especially in 
Latin America? 

Mr. NATIELLO. Thanks for that question, Senator. 
USAID seeks to actively partner with Taiwan around the region. 

We currently have several ongoing activities with Taiwan around 
Latin America and the Caribbean. 
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A couple examples to share with you today. We are working with 
Taiwan in Guatemala on youth development, workforce training, 
helping young people to find jobs. Taiwan has been a solid and reli-
able partner in that effort. 

In terms of Honduras, we have also worked with the Taiwan em-
bassy in Tegucigalpa and we continue to look for ways to collabo-
rate on agricultural development in Honduras. 

Specifically, we are hoping to collaborate via a recently launched 
USAID Feed the Future project and we hope to strengthen—work 
with Taiwan to strengthen agricultural market systems to expand 
economic opportunities and sustainably reduce poverty, which is 
one of the primary drivers of migration and food insecurity in Hon-
duras. 

Last, we have worked closely with Taiwan on women’s economic 
empowerment in the Caribbean, specifically in St. Lucia, Saint Vin-
cent and the Grenadines, St. Kitts and Nevis as well. 

We are also negotiating—we are in the process of negotiating a 
memorandum of understanding with the Taiwanese at the level of 
USAID worldwide just to cement this partnership so that we can 
continue to work together on development in Latin America and 
also around the world. Thank you. 

Senator KAINE. Excellent. Thank you. 
Ms. Hannan, finally, for you. In your opening testimony you re-

ferred briefly to the Summit of the Americas in Los Angeles in 
June, an exciting opportunity, the U.S.’ first hosting of the Summit 
in more than 20 years. 

There is so much that we could focus on in that Summit. To 
what degree do you think there will be a focus on countering Chi-
nese influence, if not as a direct topic at least addressed as we are 
talking about ways that the U.S. can more deeply engage in the 
Americas? 

Ms. HANNAN. Certainly. Thank you for the question. 
The Secretary laid out his vision with his speech in Quito that 

our aim is to support democracies in the region so that they can 
deliver for their people based on our shared values, and the agenda 
we have laid out at the Summit, the five areas of focus, all are pri-
marily aimed at that objective. 

I expect disinformation will be a topic we talk about in a broader 
sense as it relates to COVID and more about the resilience and 
ability to address disinformation, in particular. 

I think that is relevant to this conversation, as well as the need 
for continued partnership and opportunity for foreign direct invest-
ment and finding ways so that these countries and our partners 
and allies in the region can access either U.S. or private sector-led 
investment. 

All of that is some of the objectives we hope to come out of the 
Summit that will help. 

Senator KAINE. Great. Thank you very much. 
Senator Rubio. 
Senator RUBIO. Thank you. 
Deputy Secretary Hannan, the SOUTHCOM has concerns that 

the PLA and their activities in Latin America and the Caribbean. 
In a hearing they had before the Senate Committee on Armed 
Services the SOUTHCOM commander, General Laura Richardson, 
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reported that the PLA donates security equipment and provides 
training to gain access and win favor with security forces in the re-
gion. 

She also said that the PLA is seeking to establish global logistics 
and basing infrastructure in our hemisphere in order to project and 
sustain military power at greater distances. 

My question is twofold. First, how is the State Department seek-
ing to counter this growing military-to-military ties between the 
PLA and regional militaries, and how is the department interacting 
with SOUTHCOM and other executive departments in educating 
countries in the region on the risks of increasing ties to the PLA? 

Ms. HANNAN. Thank you, Senator Rubio, for the question. 
We remain the preferred partner—security partner—in the re-

gion over the PRC. We collaborate closely with DoD, SOUTHCOM, 
and NORTHCOM on security and defense. General Richardson 
went into greater detail about the value of IMAT and FMF funding 
to allow the U.S. to continue to partner, train, and equip military 
and security forces in the region. 

We are working to help show that—to ensure that the PRC mili-
tary does not gain a foothold in the region in any kind of way that 
would undermine sovereignty or security of our partners. 

We maintain that deep network and aim to point out that the 
PRC’s ambitions do not stop in the economic space. They are, po-
tentially, a direct threat to the national security and we continue 
to work diplomatically with our allies and partners to raise aware-
ness about the PRC’s broader goals and objectives. 

We are continuing to have those conversations. 
Senator RUBIO. The NDAA, the National Defense Authorization 

Act, for 2022 supported language that required the State Depart-
ment to report to Congress by June of this year on efforts by China 
to expand its presence and influence in Latin America and the Car-
ibbean. 

Can you tell us what the status of that report is and when it will 
be completed? 

Ms. HANNAN. I cannot, but I will check with my team and get 
an answer to you. 

Senator RUBIO. Mr. Natiello, let me ask—the National Endow-
ment for Democracy report on soft power in Latin America and the 
Caribbean they describe the CCP program for reporters and media 
workers to encourage people-to-people exchanges. These are noth-
ing, but communist-driven junkets to expand their ideology 
throughout the region. What programs are we working with at AID 
to counter this? 

Mr. NATIELLO. Thank you for the question, Senator Rubio. 
USAID absolutely shares this concern about these closing demo-

cratic spaces in places like Venezuela, Nicaragua, certainly, Cuba, 
and one of the interventions or one of the investments that we fund 
in that context is just supporting the free flow of uncensored infor-
mation, fact-based information, to citizens in those countries. 

We work closely with journalists. We do journalist training. We 
support them with things like investigative journalism. We do pro-
tection of journalists as well because many journalists in these 
places work under serious threat and they are in harm’s way. 
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One example that I could provide is work that we have done in 
Ecuador with Ecuadorian journalists to investigate, to analyze, and 
to report on the issue of illegal and unregulated fishing off Ecua-
dor’s coast and we do that because we want to ensure that Ecua-
dorian citizens have fact-based information upon which they can 
make decisions about China and countries like China and whether 
they want their country working with them. 

That is one example of the kind of things that we do with jour-
nalists around the region on the issue of free flow of information 
and investigative journalism. Thank you. 

Senator RUBIO. Mr. Herscowitz, let me—the PRC has made the 
most inroads in their strategic investments in places like Chile, 
Uruguay, Panama, the Bahamas. It does it by offering financing for 
infrastructure projects through its Belt and Road Initiative that are 
otherwise unsupported by American or other international inves-
tors. 

Is the DFC ready to finance projects in those countries as an al-
ternative to BRI lending? 

Mr. HERSCOWITZ. Thank you for the question, Senator. 
Many of the countries that you have mentioned are high income 

countries and DFC does not currently have legislative authority to 
support investments in the high income countries, but we continue 
to look for opportunities to support strategic investment, whether 
it is in infrastructure, mining, or other strategic investments that 
will advance U.S. values. 

Senator RUBIO. That is why we have an Inter-American Develop-
ment Bank. Is not the fact that they are classified as high income 
an argument for supporting a capital increase to the Inter-Amer-
ican Development Bank and its private sector arm, IADB Invest, 
which does not have those restrictions? 

Mr. HERSCOWITZ. In terms—you are asking whether or not we 
should be supporting an increased investment in the Inter-Amer-
ican Development Bank? Is that your question? 

Senator RUBIO. That is right. If those countries do not qualify for 
the programs you are offering because they are classified as high 
income, the alternative would be IADB Invest. 

Mr. HERSCOWITZ. I would defer on that question to our colleagues 
at the U.S. Treasury who are making the recommendations about 
our interactions with the regional development banks. 

Senator KAINE. Thank you. 
By WebEx, Senator Cardin. 
Senator CARDIN. Mr. Chairman, thank you very much, and let 

me thank our panel. 
I want to follow up on Senator Rubio’s point, but from a slightly 

different perspective. Yes, we have countries in our hemisphere 
that are problematic as it relates to values and democracy, such as 
Venezuela, Cuba, and Nicaragua, but we pride ourselves in our 
hemisphere of countries that pride on being democratic and sup-
porting the same values that we do. 

When we saw the image of President Xi with President Putin at 
the Olympics, that should have had a powerful message about Chi-
na’s priorities, where Mr. Putin at that time had already planned 
the invasion into Ukraine. 
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Since the invasion in Ukraine, China has been on the wrong side 
of history. We know China uses soft power. We know about the 
Confucius Institutes. We know about people-to-people. Senator 
Rubio was talking about some of that use of soft power. 

My question, I guess, to Secretary Hannan is that are we taking 
advantage of the fact that the countries of our hemisphere gen-
erally support us in regards to promoting democracy and Western 
values and making it clear that China’s intentions are well beyond 
just setting up a nice relationship with people to people, but to con-
trol through economic issues or military issues the future of what 
country will dictate value globally in setting the rules? It seems to 
me that is a powerful tool that we have in our hemisphere. I am 
curious as to whether we have a strategy to utilize that. 

Ms. HANNAN. Thank you, Senator. 
I would like to point out that 27 member states joined the U.S. 

and voted for the March 2 U.N. General Assembly resolution con-
demning Russia’s actions in Ukraine and those same countries 
joined us in supporting the March 24 U.N. General Assembly reso-
lution expressing concern about the humanitarian situation in 
Ukraine. 

China abstained on both those resolutions. China is, clearly, out 
of step with the Western Hemisphere and the great majority of our 
partners who do view—when it comes to the views of this invasion. 

We have continued to partner with our allies and partners in the 
region to point that out, to show that we are the preferred partner 
and share the same values. It really is a campaign of desperation 
by the Russians, and the PRC amplifying their bio lab or other 
disinformation is ludicrous and untrue. 

We also continue to stand with the people of Nicaragua, Cuba, 
and Venezuela, where authoritarian governments that have Rus-
sia’s backing have stifled democratic aspirations. This is a top pri-
ority for us to continue to support democracies in the region. Thank 
you. 

Senator CARDIN. I appreciate your statement on that, but I was 
looking to some specific action strategy here as to how we are mak-
ing it clear to our traditional partners in our hemisphere that when 
they set up the Belt and Road Initiative, when they do economic 
ties with China, they are supporting Mr. Putin. They are sup-
porting a way of life that is contrary to the values we all stand for. 

Yes, we want to have good relations with all countries. That is 
not the issue, but the issue is that they are naive about China’s 
ultimate intentions. 

It would seem to me we need a much more aggressive policy 
wrapped in our values to make it clear it is time to make decisions 
on what side of values you are going to stand on. Again, we do not 
want to cut off ties between countries with China, but it goes well 
beyond that with China’s strategy in our hemisphere. 

It does not seem to me that we have a strategy to really counter 
this moment in history where China is on the wrong side of history 
and is assisting Mr. Putin in the atrocities that are taking place 
in Ukraine. 

Ms. HANNAN. Thank you, sir. We do use every diplomatic, eco-
nomic, and public diplomacy as well as foreign assistance that we 
have to counter China’s influence in the region, and we think that 
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every government—and share this point regularly—that they need 
to make good decisions when it comes to providing for its citizens 
and protecting national interest and who they choose to partner 
with when trying to deliver on those promises to their populaces. 

Senator CARDIN. I appreciate that. I would hope that we would 
have a more definitive response, considering where we are at this 
moment in history with Mr. Putin violating every international 
norm in his campaign in Ukraine, and China on Mr. Putin’s side. 

It seems to me that presents us a unique opportunity, particu-
larly with our closest friends in our hemisphere. I recognize that 
USAID has a role here and so does the financing arms, but it 
seems to me all of us have to recognize that this is a moment in 
history to decide on what side you are going to stand on, on good 
or evil, and China has made that decision and we should we should 
capitalize on that. 

Thank you, Mr. Chairman. 
Senator KAINE. Thank you, Senator Cardin. 
Next up is Senator Schatz. 
Senator SCHATZ. Thank you, Mr. Chairman. Thanks to all of the 

testifiers. 
China’s BRI energy project financing provides the money for 

about 70 percent of the world’s coal projects over the next 5 years. 
We all know that Xi Jinping announced that China will no longer 
build coal plants abroad. 

Given the propensity of the CCP to go back on its word, Ms. 
Hannan, what do we do about monitoring the fidelity to that 
pledge? Assuming that they will try to go back on their word, what 
tools do we have to provide alternatives in the hemisphere to the 
continued financing of coal and other fossil energy projects via 
China? 

Ms. HANNAN. Thank you very much for your question, Senator. 
We have seen recent U.S. investments in critical infrastructure, 

including development of ports and data science centers. I cannot 
really speak today to the specific issues of coal. I am happy to go 
back and get an answer for you and provide that to you directly. 

Senator SCHATZ. Okay. Well, listen, that is one of their primary 
means of economic control and relationships that they develop, and 
so I would like a fulsome response. 
[EDITOR’S NOTE.—The requested information referred to above fol-
lows:] 

We recognize that the PRC serves as a significant investment partner for the re-
gion and will continue to raise concerns and distinguish ourselves from risky PRC 
critical infrastructure projects and investments that do not adhere to international 
best practices, environment, labor, and safety standards. The United States actively 
supports the region’s efforts to diversify away from coal and heavy fossil fuels. We 
also support efforts to adapt to the negative impacts of climate change through pro-
grams such as the President’s Emergency Plan for Adaptation and Resilience (PRE-
PARE). The United States continues to encourage the adoption of renewable energy 
resources and increased private sector investment in clean energy infrastructure 
projects via fair and transparent tender processes. 

Under the Build Back Better World initiative, we will also focus efforts on pro-
moting values-driven, high-quality, transparent, and catalytic infrastructure with 
climate infrastructure among the priorities. Under the Caribbean Energy Security 
Initiative, the State Department and the U.S. International Development Finance 
Corporation (DFC) supported the first-ever Caribbean energy sector loan guarantee 
of $25 million for clean energy projects across the region. The Department helped 
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Ecuador design and conduct transparent tenders for wind and solar projects, which 
submitted applications to the DFC for potential financing.] 

Senator SCHATZ. Mr. Natiello, it looked like you wanted to re-
spond to this. 

Mr. NATIELLO. I am sorry I gave that impression, Senator. 
I would simply say that USAID’s focus, really, here is on helping 

our partner nations in the region modernize their energy systems, 
their energy grids, and their energy mix to include much more re-
newable energy. 

The Caribbean is way too dependent on fossil fuels. That is a vul-
nerability for them. They know that, particularly today when the 
price of oil is so high. 

So USAID has for some time now been focused on helping them 
to just diversify the mix of their energy sources and help them shift 
over to renewables. 

Senator SCHATZ. I think we have a 2- to 4-year window to move 
into this space in the hemisphere to take advantage of President 
Xi’s promise. 

I think after that all bets are going to be off and there is a pretty 
good likelihood that they may go back on their word, and so the 
more that we can move into that space and provide economic alter-
natives and fuel and energy security for the region, it will meet our 
climate objectives, but it also aligns very nicely with our national 
security and diplomatic objectives. 

I want to talk about deforestation. China’s imports of agricul-
tural commodities drive more deforestation globally than any other 
market, including the United States and the EU combined. This 
has enormous implications for Latin America and beyond. 

I introduced the FOREST Act, which creates a framework for the 
federal government to deter commodity-driven illegal deforestation 
around the world, but until the bill becomes law, what can the 
State Department do, Ms. Hannan, to reduce demand for these 
commodities and their climate impact? 

Ms. HANNAN. The PRC has demonstrated that what it wants is 
access to raw materials worldwide, whether it be wood or lithium 
or any other material that allows them to continue to support—and 
they also are aggressive in looking for food—food resources. 

We continue to seek to work with like-minded partners and allies 
to offer higher-quality and transparently procured government in-
frastructure investment that will provide an alternative to PRC 
programs in the region. 

Senator SCHATZ. Just so we are clear, I am talking about com-
modity-driven deforestation because we have the Lacey Act. We 
have some measure of an international regime. It does not work 
perfectly around forest products themselves, but the primary driver 
of deforestation internationally is that they clear cut and then grow 
commodities as agricultural inputs, primarily soy. 

So we need to get a collective strategy around that. First, we 
need to pass my bill. I know every member of every committee says 
we need first to pass my bill, but failing that, the State Depart-
ment has plenty of tools to implement a strategy. 

I will just offer one last question for the record regarding CCP 
influence on press freedom, which I look forward to your answer 
on. Thank you. 
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Senator KAINE. Thank you, Senator Schatz. 
Next up is Senator Shaheen. 
Senator SHAHEEN. Thank you to Senators Kaine and Rubio for 

holding this hearing today, and Senator Rubio, it is great to have 
these students from Florida who are here. Next time bring some 
women with you, will you? 

[Laughter.] 
Senator SHAHEEN. We want to make sure that women participate 

in foreign policy as well. 
I do not know if everybody can see this. It is kind of low, but we 

will hold—yeah. This is a—picture is worth a thousand words. 
This was handed out in the Armed Services Committee about a 

year ago by SOUTHCOM and it shows Chinese influence in Latin 
America, and because you are far away you cannot really see what 
the key says, but this dark area, those countries are all members 
of the Belt and Road Initiative. There are 19 of 31 countries that 
have joined that. 

The stars are an indication of where China is involved in port 
projects, and 29 are ongoing and completed that China is involved 
in with port projects. Twenty-five of 31 countries host Chinese in-
frastructure projects and there have been 44 heads of state meet-
ings with Latin American leaders by China since 2015. 

They have a goal of $500 billion in trade by 2025. That dwarfs 
what we are looking at in the United States and I think this is im-
portant to show the challenge that we face. While I appreciate all 
of your testimony this morning and think it is very helpful, I think 
we have got to be realistic about what we are facing and this, clear-
ly, indicates the challenge. 

I wonder if any of you could speak to what you think the main 
reasons are that so many Latin American and Caribbean countries 
have signed on to the Belt and Road Initiative. 

Ms. Hannan. 
Ms. HANNAN. Thank you for the question. 
The partners and allies in the region want to deliver to their pop-

ulations. There is a $150 billion infrastructure deficit in the region 
right now and low-cost, state-backed loans are very appealing to 
our partners. 

What we do when the PRC aims to capitalize on these potential 
vulnerabilities that have been aggravated by the pandemic, we 
focus on helping them to deliver an investment climate where U.S. 
and trusted private sector-led investment can take place. 

We want to support the recovery of the region from the pan-
demic. We raise concerns about BRI projects, that they do not re-
spect international standards or regional standards when it comes 
to labor, environment, and social practices. 

What we do try to do, we have sent over two dozen technical del-
egations to the region to help with procurement and investment 
screening. We do what we can to help our partners be able to de-
liver and create an environment where private-led investment 
and—or U.S. companies have an environment where they can offer 
up alternatives to these governments. 

Senator SHAHEEN. One area, obviously, that is very important for 
us as we are trying to address American support and influence is 

VerDate Mar 15 2010 20:25 Oct 26, 2022 Jkt 000000 PO 00000 Frm 00027 Fmt 6633 Sfmt 6602 C:\USERS\JW43947\DESKTOP\48968.TXT JUSTINF
O

R
E

I-
M

B
P

-1
9 

w
ith

 D
IS

T
IL

LE
R



24 

in ambassadors, and I would point out that my understanding is 
China has ambassadors in every country in Latin America. 

Can you tell me how many countries that we currently have am-
bassadors in? 

Ms. HANNAN. I believe there are 29 embassies and 23 consulates 
where we have either an ambassador or principal officer. 

Senator SHAHEEN. Do we have ambassadors approved for those 
countries? 

Ms. HANNAN. We currently have, I believe, eight that are pend-
ing and we have four slots open, but we have very talented chargés 
d’affaires that are working at those embassies and still carrying 
the mission forward that we have. 

Senator SHAHEEN. You would agree that it is really important for 
us to get those ambassadors appointed, and I think that speaks to 
this committee’s work and the need to move on those nominations 
as soon as we can get them. 

Ms. HANNAN. Thank you for raising that. 
Senator SHAHEEN. Let me also raise a concern about COVID be-

cause one of the things that is pictured on this map is that it says 
that eight countries are producing, using, testing, or interested in 
purchasing Chinese COVID–19 vaccine. 

Mr. Natiello, you talked about the importance of our sharing our 
vaccine and the interests that people have in countries with having 
the vaccines that are being produced in the United States because 
they are more effective. 

It is very disturbing to me that we have a COVID bill pending 
in the Senate. Five billion of that was to go to help address vaccine 
distribution in countries around the world and my understanding 
is that that got dropped out last night in terms of the package be-
cause of objections from our Republican colleagues. 

I wonder if you could talk about how important it is for us to con-
tinue to share vaccines with countries that need the COVID vac-
cine. 

Mr. NATIELLO. Thank you for that, Senator. As Administrator 
Power has said many times, it is critical that we help keep our 
neighbors safe because that keeps us safe. 

So we, at USAID, with other parts of the U.S. Government have 
worked hard to get those 65 million donated vaccines into arms. 
The job is not done yet. We continue to work hard on it. The Ad-
ministration’s goal is 70 percent of the population in the region and 
around the world having two doses by September. 

So we are not there yet so we continue to need to not only donate 
vaccines—it is one thing to get vaccines on the tarmac at the air-
port. It is a whole another thing, as we all know, to get it in some-
body’s arm. 

So USAID provides significant technical assistance to govern-
ments around the region to do that, to work on the cold chains, to 
work on the logistics, to work on the planning, et cetera. The re-
sources that the U.S. taxpayer and the Congress have generously 
provided us with have been extraordinarily helpful to meet this 
challenge. Thank you. 

Senator SHAHEEN. Thank you. My time is up. 
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I assume you would agree with me that it is a real loss if we are 
not able to provide that additional support to continue to distribute 
those vaccines in countries where they are needed. 

Mr. NATIELLO. Yes. Thank you. 
Senator SHAHEEN. You do not need to answer that. It was a rhe-

torical question. Thank you. 
Senator KAINE. Thank you, Senator Shaheen. 
Senator Risch is next, and I understand Senator Risch has a val-

uable guest with him. 
Senator RISCH. Actually, I do. My grandson is with me today. He 

is on a break. So thank you for that. 
First of all, let me associate myself with the remarks of Senator 

Shaheen. I completely agree that we need ambassadors in these 
countries. 

Look, I was a governor. I understand you cannot govern without 
having your team in place. We spar over that all the time on this 
committee and it is unfortunate it gets caught up in the politics 
that it does. 

I appreciate the remark of the State Department that we have 
very talented chargés in these places. That is really important, but 
it is no substitute for having the ambassador. We all know, as we 
deal with these countries, that the head of state, particularly, he 
or she wants to deal with the ambassador, not with a chargé. 

Anyway, I agree with you, Senator, and we continue to work on 
it. It is cumbersome and it is probably at some point in time we 
are going to have a look at moving these along quicker. 

I mean, I watched in the last Administration and this Adminis-
tration. I suspect we are going to get to the end and there is going 
to be some countries that never did have an ambassador during 
that period of time. 

Thank you to the ranking member and chairman of this sub-
committee for holding this hearing. I think it is really important 
in that most Americans really have no idea about how ubiquitous 
the Chinese influence has become around the world. 

We have to deal with it all the time. We are not surprised every 
time we cross their track, but I think most Americans are fully un-
informed with that. 

Even more importantly is the investment and the trade that 
takes place with China, and we are told that in this region the 
United States is the largest investor. When I talk about the region, 
I am talking about the Western Hemisphere and also the Carib-
bean. 

We are told the U.S. is the largest investor in the region, yet 
China has become the largest trade partner in the region, and it 
really, really ought not be that way. 

Mr. Natiello, could you talk for a minute about: a) how this has 
happened; and b) how we reverse it? 

Mr. NATIELLO. Thank you, Senator. 
What I can say on that is that USAID’s focus has been on really 

helping our partner nations in the region to help create the ena-
bling environment and a level playing field for greater U.S. invest-
ment in the region. 

We do that through things like transparent—reforms to procure-
ment codes to ensure that procurements are fair, they are trans-
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parent, that there is a level playing field and we do it—again, we 
do that around the region. 

One example I could share with you is what we recently did in 
Colombia with an energy auction where we helped the Colombians 
understand the best approaches and the best rules for approaching 
the challenge of energy auctions and increasing the supply of clean 
energy in their economies. 

That led to nine firms stepping up. None of those were Chinese. 
Several of those were U.S. firms. They came in with bids that were 
15 percent below the market price for energy in Colombia. 

It was a win in terms of investment. It was a win in terms of 
trade. It was a win in terms of the environment. That is just one 
example of the kind of things that USAID does around the region 
on trying to enhance investment. 

Senator RISCH. I appreciate that. 
Mr. Herscowitz, this is more in your wheelhouse. You want to 

take a run at this? 
Mr. HERSCOWITZ. So one of the things that I thought was won-

derful about the BUILD Act when you created DFC is that you 
lightened up the U.S. nexus requirement where previously we were 
only supporting transactions where there was some strong U.S. 
nexus. 

While it seems counterintuitive that lightening that up would ac-
tually create opportunities for U.S. businesses, let me explain why 
this is great. 

What we see in a lot of countries is that there are sometimes 
family-owned businesses or businesses that existed for a long time 
that are often bidding on the infrastructure projects and other 
types of projects. 

When we have that connection to that local company that then 
gives us insights into trade and investment leads. I think back to 
a time when I visited a company in Ghana once and it was a Power 
Africa-supported transaction that was not a U.S. developer, but 
they sat down and they put up on the screen 19 different U.S. com-
panies that were providing services or other types of products on 
that transaction. 

So one of the things we have been doing increasingly at DFC is 
we have been doing town halls and working closely with USAID 
and State Department to identify these types of local companies so 
that we can increase that two-way trade and also identify trade 
and investment leads for U.S. companies. 

Senator RISCH. Thank you. I think it is critical we focus on this. 
I mean, this is a situation that is in our own backyard and gotten 
away from us and, obviously, it will be a challenge, but we need 
to focus on it. 

My time is up. Thank you, Mr. Chair. 
Senator KAINE. Thank you, Senator Risch. 
Next up is Senator Markey. 
Senator MARKEY. Thank you, Mr. Chairman. 
I mean, this is all pretty simple to me. China has a plan. We do 

not have a plan. If we want countries to be grateful to us for pro-
viding a vaccine that does work, we have to fund it. A vision with-
out funding is a hallucination. 
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So they are going to go—they are pragmatists in all these coun-
tries all around the world. Are we going to do it or not? Are we 
going to signal that we are in the game or are we not? Very simple. 

We have now got a bill. We call it the COMPETES Act. We know 
it is the China bill. Actually, we do not—not supposed to say that 
word. Why is that? Because our semiconductor industry failed us, 
just totally failed us. 

So the American taxpayer is going to have to bail them out. That 
is sad. That is not a plan. That is not a plan that our country had 
or our companies had. 

We are stalling on passing a bill that could create a clean energy 
revolution in our country. Why is China in these countries? They 
want their natural resources. They want the lithium. They want 
the other sources. 

If Donald Trump says we are not going to increase the fuel econ-
omy standards of the vehicles which we drive, if he says we are not 
going to have standards for solar and wind, then our companies all 
say, we are not going to have a plan because we will not have to 
have a plan to go to other countries in order to get the natural re-
sources that we want. 

Meanwhile, China says what a great economic opportunity for us 
to move into the future. Thank you, American private sector. 
Thank you, American automotive industry, for not wanting to im-
prove your fuel economy standards. Thank you to the Trump ad-
ministration for stopping, slowing down dramatically, the deploy-
ment of wind and solar in our country. Great, but do not be sur-
prised that they are going to Chile, that they are going to Bolivia, 
that they are going to Argentina to lock up these resources. 

I will just give you some really scary, scary, scary numbers. 
There are 86 million tons of identified lithium resources on the 
planet—on the planet. Forty-nine million of the 86 million are in 
the Golden Triangle. That is Argentina, Bolivia, Chile. 

What is our plan? If I asked you to describe what our plan is in 
order to make sure that those resources are directed towards 
American industries and interests and that we are doing it in an 
environmentally sound way, not the way the Chinese do it, what 
is our plan? 

China has a plan. We are better than China, but we cannot beat 
them without a plan and that is where we are right now. Then 
they use that, that economic leverage, as a way to influence politics 
and then the politics says no longer should you be supporting Tai-
wan. Just back off and be with us in the U.N. on other issues as 
well. 

It is a pretty simple formula, but there is just no way that this 
is not in any way tied to what the corporate side of our country 
wants. So in China they put together the plan. Then they unleash 
their private sector. 

Here, we have been let down. Four years of Trump was a dis-
aster. These natural resources have been gobbled up all around the 
world. It is a broader story. The semiconductor crisis is a story that 
should have had an American plan. We did not have a plan. 

I mean, my God, we are going to vote American taxpayers’ money 
in order to subsidize what should have been the wealthiest compa-
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nies in the world. Why? Because we are afraid of China and Tai-
wan and the semiconductor industry in China. Where is our plan? 

You are down there. You are trying to do your job, and I guess 
what I would do is just ask one question. I know that one-third of 
the funding from the Development Bank is intended to be focused 
towards our climate-related issues. 

Could you talk a little bit about that, and what is the plan for 
us to be dedicating those resources in the years ahead and, hope-
fully, we will get full funding from all the members of the com-
mittee. 

Otherwise, we are going to be in total violation of the first law 
of holes, which is when you are in one stop digging, because the 
holes we are in do not find lithium. They do not find any other val-
uable resources. 

We are just absolutely going to have crisis after crisis, all related 
to our lack of planning. If you would, I would love to hear what 
the plan is for the bank. 

Mr. HERSCOWITZ. Thank you, Senator, for the question. 
I think as we have all learned, both from the COVID pandemic 

as well as from the current war in Ukraine, the importance of di-
versifying the global supply chain and bringing some either home 
or closer is something that we all agree on and DFC has been very 
aggressive in that regard. 

Even when we look at the issues of solar supply chain, we have 
taken very seriously the issue of the treatment of the Uighurs in 
Xinjiang, to try to see where we can find opportunities to produce 
solar outside of that area as well. 

Recently, the DFC approved a $500 million transaction to 
produce solar panels that do not rely on polysilicon with First 
Solar, a U.S. company with operations in Ohio and Arizona. 

We continue to look for these opportunities to diversify the sup-
ply chain, working on critical minerals as well and other—the other 
types of minerals and inputs that are going to be important for us 
to look towards the future and having a much more diverse energy 
and technology supply. 

We are also looking at other technologies as well that will allow 
us to be leaders in the future. A lot of the leading technologies in 
the renewable energy space are coming from the United States. We 
look at things like long duration energy storage, hydrogen produc-
tion. 

So we continue to work closely with U.S. companies and inter-
national partners to see what we can do to take that long-term 
view so that we are not set up for failure in the future. 

Senator MARKEY. Okay. All I would say in summary is if we do 
not pass this climate package right now, there is going to be a lot 
of crocodile tears that are going to be shed in another 3 or 4 years 
saying, oh, how did we get in this situation where China now con-
trols all these additional sources as well. 

Of course, that just translates into politics. That is how they buy 
their way in and, by the way, it helps their economic security and 
it helps their national security at the same time and it actually 
helps them to be the leader on climate security because they will 
be the leaders in these critical clean energy areas. 
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It is a lose-lose-lose-lose, and, ultimately, we lose our moral au-
thority as well because we are not at the table saying we are actu-
ally doing it. You cannot preach temperance from a barstool. You 
got to have a plan and we do not have a plan. 

So we can have the hearings on semiconductors or lithium or all- 
electric vehicles. We can have all—what happened, how did it all 
go wrong. There is no plan and they are capitalizing upon it, and 
a lot of it just comes back to this clean energy agenda and the nat-
ural resources that are needed. 

Thank you, Mr. Chairman. 
Senator KAINE. Thank you. 
Senator Hagerty. 
Senator HAGERTY. Thank you, Senator Kaine. 
Senator Markey, just a follow-up point on your concern on semi-

conductors. 
I share your concern on our strategic posture with semiconduc-

tors and I want to thank you and all the members of this com-
mittee for supporting the legislation that I put forward, along with 
Senator Kaine, to shorten the permitting process for semiconductor 
fabrication plants here in America. 

We took the FAST–41 language from the infrastructure program, 
applied it to strategic industries like chip fabrication here in Amer-
ica and, essentially, we will take a 5-year permitting process and 
compress that down to 18 months. 

We are not going to skip any processes, but we are going to make 
the process better and more efficient. That will make us more com-
petitive. It does not require subsidies to do that. So if you think 
about the pace of technology change in semiconductor industries 
this is going to help us a great deal. 

I would like to turn my first question for this panel to Deputy 
Assistant Secretary Hannan and I would like to talk to you about 
something that is a deep concern for me as an American, as a par-
ent, what has been happening here. 

According to the Center for Disease Control and Prevention, drug 
overdose deaths in America just over the past year have now ex-
ceeded 100,000 young Americans. We read about it every day. 

Mexico remains the major transit and production point for the il-
legal drugs that are coming into this country and behind all of this 
is the Chinese Communist Party, who are routing fentanyl and the 
precursor chemicals to make fentanyl into Mexico. 

Back in the—back at the G–20 that was held in Buenos Aires, 
I was actually dialed into the call as we were preparing for a meet-
ing between President Xi and President Trump. 

President Trump told President Xi he wanted to stop the flow of 
fentanyl coming into America. President Xi agreed to this, but he 
never agreed to stop sending the fentanyl and its precursors into 
Mexico, and what we see now with the collapse of our southern bor-
der is a dramatic increase in the flow. 

As I mentioned, 100,000 deaths from overdose just this past year. 
It is the largest killer of young people in America today and I am 
very, very concerned that this has now become a major national se-
curity crisis. 

This drug epidemic that is killing tens of thousands of Americans 
is becoming a national security crisis here in America and I would 
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like to know, Secretary Hannan, specifically, what percent of the 
drugs coming across the border include fentanyl coming from 
China? 

Ms. HANNAN. Sir, I would have to get you that exact number. I 
do not have it in hand. 

Senator HAGERTY. Does the State Department have this informa-
tion? 

Ms. HANNAN. I would have to check with my colleagues in INL 
and others to confirm that. 

Senator HAGERTY. Given the level of the epidemic that we have 
got right here, given the fact that this is a war that is being waged 
by the Chinese Communist Party through Mexico on our youth, I 
think the State Department ought to have this data at its finger-
tips. 

I hope that you will get this to my staff as soon as possible be-
cause if we cannot know the numbers how do we hold China ac-
countable? Do you have a plan to hold China accountable for this? 

Ms. HANNAN. We work closely with all of our partners in the re-
gion to address the various issues that we face with the PRC, this 
being one of the most important, as you have indicated. 

We will continue to dialogue with the Mexicans and to hold— 
make every effort we can to hold the Chinese accountable for what 
they are doing in this. 

Senator HAGERTY. Could you sort of set aside the State Depart-
ment-ese? Rather than partners and dialogue, can you tell me what 
entities you are partnering with to address the fentanyl and the 
precursors that are coming into Mexico and are coming across this 
border to kill our kids? 

Ms. HANNAN. I am going to include that in my answer to you 
when we provide you the numbers, sir. 

Senator HAGERTY. I am shocked that you do not have a ready an-
swer for this. Given the magnitude of the problem, this should be 
first and foremost in terms of your priorities. It, certainly, is in 
mine. 

Next question, I would like to talk about the DFC. 
Mr. Herscowitz, last week I wrote to the CEO of the DFC, Scott 

Nathan, noting that the year-long increase in energy prices makes 
it clear that America energy’s role in the global market is critical 
for both our national security and for the health of the economy, 
and dependence on strategic adversaries like China and Russia and 
their allies like Venezuela—depending on them for our energy 
means makes us unacceptably vulnerable. 

American energy companies have world-leading expertise in all 
sectors and the DFC should be encouraging their efforts in all sec-
tors. 

My first question is what efforts are the DFC undertaking to 
help fund and enable investments that would encourage U.S. com-
panies to deliver cheap, reliable, and environmentally responsible 
energy for the world, including fossil fuel, nuclear fuels, and the 
mining industries? 

Mr. HERSCOWITZ. Thank you, Senator, for the question. 
DFC’s current development strategy has set a very ambitious 

goal of doing $10 billion of investment in the energy sector. We also 
recognize the importance of not just energy for development and for 
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production, but for energy access as well. We also have a goal of 
making sure at least 10 million people get access to electricity from 
the work that we are doing. 

Our approach with respect to energy still remains, largely, tech-
nology agnostic. We look at a few factors. Number one, we have to 
look at what resources the country has and what makes sense for 
the country itself. 

The transactions have to be commercially viable. We do not sup-
port any technology for the sake of supporting a technology, but we 
want to make sure that this is something that the private sector 
would support. 

We want to make sure there is a diverse mix of energy resources 
as well. Some countries are blessed with fossil fuels. Some coun-
tries are blessed with wind and the sun. We really look to see what 
makes sense both domestically, but regionally as well. To extent 
that we can encourage countries to trade power so they get greater 
efficiency that is important to us as well. 

We look forward to continuing to working with you and engaging 
with you in this area. 

Senator HAGERTY. My great concern is that I do not want us to 
miss opportunities where we could help a country move incremen-
tally in the right direction and in that void have other nations that 
perhaps do not have our environment front of mind, come in with 
dirtier solutions when we have an opportunity to incrementally 
help just because we are so focused on maybe an end goal that 
technologically just is not appropriate for the nation we are trying 
to help at that time. 

Mr. HERSCOWITZ. We prioritize development and geopolitical sig-
nificance in the work that we are doing, as laid out in the BUILD 
Act, and this is why we continue to look at all technologies. 

Senator HAGERTY. Thank you. Thank you, Mr. Chairman. 
Senator KAINE. Thank you, Senator Hagerty. 
Chairman Menendez. 
Senator MENENDEZ. Thank you, Mr. Chairman, and with author-

itarian regimes threatening freedom, prosperity, and democracy in 
the Western Hemisphere and around the world, this hearing could 
not be more timely. I thank you and the ranking member for hold-
ing it. 

Across Latin America and the Caribbean, China is using every-
thing from finance to fishing to technology, even vaccine access, to 
influence a greater and greater share of its abilities within the 
hemisphere. 

In the face of these challenges, the United States cannot stand 
idly by. We have to do more to compete in the region and we have 
to stop taking our own hemisphere for granted. 

That is why last Congress I introduced the Advancing Competi-
tiveness, Transparency and Security in the Americas Act. It was 
the first ever legislation focused on strengthening U.S. competition 
in Latin America and the Caribbean. 

It expanded our financial tools and diplomatic presence. It coun-
tered corrosive economic practices. It worked to secure the region’s 
physical and digital infrastructure and it boosted support for civil 
society across the Americas, and I am pleased to see many of its 
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provisions were included in the U.S. Innovation and Competition 
Act, which we are on the verge of passing. 

They are important steps as we deal with authoritarian threats, 
but we cannot stop there, and I have a real concern. I have heard 
some of the testimony or questions raised by some of my col-
leagues. I share them. 

China is aggressively all over the hemisphere. I cannot tell you 
how many leaders in the hemisphere I have been talking to as they 
face the challenges of energy and are ill-equipped to deal with 
those challenges. 

We see the challenges we are having ourselves. I understand the 
President just announced a million barrels a day released from the 
SPRO, but they do not have a SPRO. In countries like some of 
these countries—the Dominican Republic, the Caribbean, and oth-
ers—that effect can create civil unrest. If the prices spike up, we 
are going to have a huge problem. 

We have a huge problem coming out of the pandemic with the 
reality that IMF requirements, without being eased and extended 
over time—not relieved, not forgotten, but eased and extended over 
time, these countries not going to be able to meet it. 

Look what we did to spend to try to meet the pandemic in our 
own country. They do not have that ability, and we see the con-
sequences of this in civil unrest as we saw in Colombia when it was 
pursuing an IMF-related element. 

It just seems to me that we do not have a strategic comprehen-
sive plan. So when China goes and says to one of these countries— 
I will not mention them, but the President told me himself—we 
will give you $400 million—when China says, we will finance your 
energy costs, the reality is that we may not be able to go dollar for 
renminbi, but at the end of the day, we are going to have to have 
a much more robust response. 

I think of the IADB, for example, as an entity that can help us 
meet that response, but for some reason, the Administration seems 
to have a challenge working with the IADB, even though the IADB 
from everything I have seen in their agenda so far is doing every-
thing the Administration would want to see and finally kicked out 
China, to a large degree. China was using the IADB as their sales 
agency in the hemisphere. Imagine that. Mind boggling. Our direc-
tors there, basically, allowed it to happen. 

Thankfully, there is new leadership there that is moving in a dif-
ferent direction, leadership that includes Taiwan, which I am sure 
China will not be happy about. 

Deputy Assistant Secretary Hannan, do you agree that the Inter- 
American Development Bank plays a critical role in sovereign lend-
ing? Would not a capital increase expand that role? 

Ms. HANNAN. I leave that to my colleagues at USTR to comment 
on that, but I do agree that we need to find additional financing 
mechanisms in Latin America to give our partners there more abil-
ity to partner with other outlets than just the PRC. 

Senator MENENDEZ. Unless I am mistaken, your title says you 
are the Deputy Assistant Secretary for Diplomacy, for Policy, for 
Planning and for Coordination of the Western Hemisphere. Why 
can you not speak to that question? 
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Ms. HANNAN. We have a broad strategy to address China in the 
region that touches on all of the issues that you have raised, as 
well as the remainder of the senators on the—the honored sen-
ators. 

I am reluctant to comment on another agency’s goal, but I do 
think we need to see increased opportunities for U.S.-led and other 
private sector to invest in the region. 

Senator MENENDEZ. It is shocking to me that you cannot com-
ment on the Inter-American Development Bank as a tool that is 
very viable because—I do not know. The DFC has some tools, but 
it is limited, depending upon the nature of the country’s develop-
ment or not, whether it can participate in it or not. 

What are we going to use? Because if China is doing all of this 
and all of us see it up here, if we can see it—and it is not our job 
to be in the midst of this day in and day out as it is your job— 
then something is wrong. There is a clear disconnect. 

Let me ask you, maybe that you can answer this one for me. The 
U.S. Coast Guard has called illegal, unreported, and unregulated 
fishing, otherwise known as IUU fishing, the primary global mari-
time security threat. IUU fishing fuels drug trafficking. It perpet-
uates forced labor practices. It threatens biodiversity, sovereignty, 
economic livelihoods of affected countries. 

The People’s Republic of China is the largest perpetrator of IUU 
fishing. An expansive report by the Associated Press last fall impli-
cated China’s distant water fleets and IUU fishing in Latin Amer-
ica and the Caribbean. 

Chinese flag vessels in the region increased at least thirteen-fold 
between 2009 and 2020, and the report documented them engaging 
in extensive illegal fishing off the coasts of Argentina, Chile, Ecua-
dor, and Peru. 

What concrete steps is the State Department currently talking 
and planning to take in coordination with the interagency and 
alongside our diplomatic partners in the region to confront Chinese 
IUU fishing in Latin America and the Caribbean? 

Ms. HANNAN. Thank you for the question, Senator. 
In addition to SOUTHCOM, JIATF South, and Coast Guard’s ef-

forts to enable our partners to address IUU fishing, we are doing 
a lot to draw media attention to this pernicious problem as coastal 
countries in Latin America, including Ecuador, Chile, and Argen-
tina all are experiencing unsustainable PRC fishing practices as 
well as the distant water fleet off the coast of Argentina. 

We are pressuring the PRC to be transparent, to enforce their 
own zero tolerance policy, and fulfill their state responsibilities. It 
is an environmental threat. It is a threat to food security. We 
worry about forced labor on the fishing vessels, and we also are 
looking forward to a new opportunity to partner, to support the 
CMAR, which is the eastern tropical Pacific marine corridor that 
the countries of Ecuador, Costa Rica, Colombia, and Panama an-
nounced at the COP26 as an interesting regional initiative to help 
protect a more than 500,000 square kilometer region that is critical 
to fisheries as well as environmentally important. 

Senator MENENDEZ. They seem to be able to, Mr. Chairman, to 
do it with impunity. Something is not working in terms of our en-
gagement in this regard in our own hemisphere, and for these 
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countries fishing is a critical element of both sustenance as well as 
national income. 

I will look forward to working—to have a more aggressive re-
sponse and I will save my question for digital authoritarianism for 
the record. 

Thank you, Mr. Chairman. 
Senator KAINE. Thank you, Chairman Menendez, and thank you 

to the first panel of witnesses. 
When the when the hearing ends, I will just remind everyone 

that if members of the committee have questions they can submit 
them by the close of business tomorrow, April 1, and I would en-
courage members of the first panel to respond promptly to those 
questions if asked. 

Thank you for appearing today. 
Let me now ask the witnesses on panel two to come forward. As 

you are coming forward, I am going to introduce you and then you 
can be ready for your opening statements. 

We have a second panel of private witnesses to talk about this 
important topic, and I want to introduce Ms. Margaret Myers, who 
is the director of the Asia and Latin America Program at the Inter- 
American Dialogue, and also Dr. Evan Ellis, who is the senior asso-
ciate at the Americas Program at the Center for Strategic and 
International Studies, and the Latin America Research Professor 
with the U.S. Army War College. 

Ms. Myers established the Inter-American Dialogue’s China and 
Latin America Working Group in 2011 to examine China’s growing 
presence in Latin America and the Caribbean. She has published 
numerous articles on Chinese leadership dynamics, international 
capital flows, Chinese agricultural policy, and Asia-Latin American 
relations. 

She received her bachelor’s degree from the University of Vir-
ginia, conducted graduate work at GW Zhejiang University of Tech-
nology, and the Johns Hopkins University/Nanjing University Cen-
ter for Chinese-American Studies. 

Dr. Ellis—Evan Ellis—is a senior associate at the Center for 
Strategic and International Studies, a research professor of Latin 
American studies at the U.S. Army War College Strategic Studies 
Institute, and he focuses on the region’s relationships with China 
and other non-Western Hemisphere actors as well as transnational 
organized crime and populism in the region. 

He has previously served as Secretary of State’s policy planning 
staff with responsibility for Latin America and the Caribbean, as 
well as international narcotics and law enforcement issues. He re-
cently published a timely book on this topic, ‘‘China Engages Latin 
America: Distorting Development and Democracy?’’ 

I want to thank both of you for joining, and in the order that I 
introduced you please now deliver opening statements. Then we 
will move to questions. 
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STATEMENT OF MARGARET MYERS, DIRECTOR OF THE ASIA & 
LATIN AMERICA PROGRAM, INTER–AMERICAN DIALOGUE, 
WASHINGTON, DC 
Ms. MYERS. Good morning. I would like to thank Senator Kaine, 

Senator Rubio, and the other distinguished subcommittee members 
for the opportunity to be here today. 

The Latin American and Caribbean region has never been a top 
priority region in China’s foreign policy. It was the last to be in-
cluded after the Arctic in the Belt and Road Initiative. 

Yet, after two decades now of extensive economic and political 
engagement, China has, over time, established a degree of influ-
ence over aspects of decision-making in many parts of the region, 
as we have established already. 

Most of this influence, I would say, is indirect. It comes from 
strong economic ties and occasional dependence on China’s export 
market. With economics in mind, many Latin American govern-
ments have a vested interest in accommodating China where pos-
sible. 

As a result, we have seen countries adjust regulations to attract 
more Chinese companies and even effects on democratic govern-
ance, as some leaders feel at liberty to erode democratic institu-
tions, knowing that they will still be able to access Chinese capital 
even if they do so. 

Other influence, as we have noted, is more direct in nature, 
aimed at shaping views of China and of China’s positions on wide- 
ranging policy matters. 

We are seeing a major push to grow educational exchanges, 
media outreach, security cooperation, tech policy coordination, and 
outreach to establish and up and coming officials and policymakers, 
all in an effort to increase and enhance China’s soft power across 
the region. 

In other cases, China has used the tools at its disposal to ad-
vance political aims. Vaccines, as we have noted, were used to re-
ward or discourage decision-making on Taiwan, for example. 

China’s influence is not automatic, of course. Some countries 
have pursued resource governance policies and policies of diver-
sification that helped them to avoid dependence on any one part-
ner. 

In others, like Mexico, China’s economic influence is relatively 
negligible, and even in countries such as Venezuela and Cuba, 
which depend heavily on China’s assistance, officials in those coun-
tries have sometimes resisted some of China’s many proposals, 
much to China’s disdain. 

On another note, I would suggest that China-U.S. competition in 
Latin America need not be entirely zero sum, but, in practice, Chi-
na’s approach to deal making, its courting of local officials, and de-
livery of often heavily subsidized goods and services has, in many 
cases, limited prospects for other companies, including regional 
companies. 

China’s growing economic leverage also increasingly limits the 
U.S. ability to promote certain policy priorities in the region, in-
cluding in the area of democratic governance. 

The U.S. Government, many of the esteemed senators here and 
individual companies have worked hard to address what many per-
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ceive to be an increasingly competitive investment environment 
and to strengthen hemispheric ties. 

There is more that needs to be done. Looking ahead, I naturally 
recommend more engagement with Latin America starting with a 
focus on making the Summit of the Americas a resounding success. 

We all know that there are multiple competing commitments at 
play right now, but unless we play even more in the Latin Amer-
ican region we have little chance of competing effectively. 

We must also make clear that our Latin America policy is fo-
cused on enhancing U.S.-Latin America cooperation based on 
shared interests and not just motivated by U.S. competition with 
China. 

I would also say that as China’s activity in the region evolves, 
and it is evolving rapidly, U.S. policy and messaging must evolve 
accordingly. There are some important areas of continuity in the 
China-Latin America dynamic. The region remains of critical im-
portance to China’s food and energy security and is a critical mar-
ket for China’s high value added goods. 

We are now seeing an important focusing of Chinese investment 
and trade in a specific set of industries, which are mostly high-tech 
and innovation related. 

China’s engagement is also localizing. We are seeing more con-
nections forged at very local levels in Latin America and by wide- 
ranging actors. This has facilitated Chinese engagement during 
some of the very earliest phases of project development, presenting 
a major challenge for us from the competitiveness perspective. 

China financial cooperation is also changing in important ways. 
Then, finally, we must consider Latin American and Caribbean 
views of China when addressing China’s engagement with the re-
gion. 

Regional governments are, in many cases, very aware of the chal-
lenges associated with China’s model of finance and investment, 
but the U.S. must still tread carefully, I would argue, when apply-
ing pressure on Latin American governments to limit economic op-
tions and partnerships with China because doing so, even when a 
viable alternative is provided and even if it has been successful so 
far and is important will increasingly be interpreted not as helping, 
but as harming regional development prospects. 

What we can do is to work to expand our economic, educational, 
security related, climate specific, media related, medical, trade, you 
name it, cooperation and technical activities, and also work to es-
tablish cooperation with Latin America on areas of shared concern 
about Chinese engagement, whether we are talking about corrup-
tion, which is a big one, or illegal fishing, which has been noted, 
or persistently imbalanced trade relations with China, among oth-
ers. Doing this in partnership with like-minded nations will only 
strengthen our overall effectiveness. 

Thank you very much for the opportunity. 
[The prepared statement of Ms. Myers follows:] 

Prepared Statement of Ms. Margaret Myers 

I would like to thank Chairman Kaine, Ranking Member Rubio, and the other es-
teemed committee members for the opportunity to testify on the current state of 
China-Latin America and Caribbean (LAC) relations. 
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As China’s engagement with LAC continues to evolve, this is a critical moment 
to assess the type, scale, and effect of Chinese activity in the region, and to formu-
late a well-reasoned U.S. policy response. To aid in this process, I offer a few obser-
vations, as requested, on the nature and implications of China’s engagement and 
influence in LAC at present, views on U.S. and allied nation responses, and some 
thoughts on U.S. policy options. 

GAUGING CHINA’S INFLUENCE IN LATIN AMERICA AND THE CARIBBEAN 

China has Sought To Influence Views and Decision-Making in LAC Through Mul-
tiple Mechanisms and with Various Objectives in Mind 

To date, China has sought to shape views and decisions among Latin American 
and Caribbean (LAC) audiences through traditional and social media campaigns, ex-
pansive educational cooperation, targeted engagements with the region’s established 
and up-and-coming policymakers, officials, and opinion leaders, and through policy 
coordination and military exchanges, among many other forms of public diplomacy, 
security cooperation, and commercial outreach. The following are just some of many 
examples of China’s efforts to shape outcomes in LAC. 

Media Engagement 
China’s social and traditional media engagements have featured for over a decade 

in LAC but have expanded in recent years. Media engagement was a prominent fea-
ture of China’s outreach during the Covid-19 pandemic, for instance. Much of Chi-
na’s pandemic-era work in this area fell to its embassies, which, in addition to co-
ordinating donations and sales of PPE and vaccines in the LAC region, labored to 
convey approved messages about China’s experience with Covid-19 and its pandemic 
outreach. This was accomplished through a range of communications platforms, in-
cluding embassy communiqués, television interviews, press conferences, op-eds au-
thored by Chinese ambassadors and published in local media outlets, and Twitter 
posts. In fact, at the request of Beijing, Chinese embassies in Argentina, the Baha-
mas, Cuba, and Peru set up new Twitter accounts in the early months of the out-
break to communicate key messages directly to local publics. More effective, per-
haps, in delivering Chinese views and other content to LAC audiences are the mul-
tiple media sharing arrangements that Chinese outlets have negotiated with LAC 
counterparts in recent years. These range from photo sharing agreements to much 
more extensive multi-media sharing arrangements with Xinhua, for instance. 

Recent Chinese messaging in the region has focused on communicating positive 
views of China’s initial handling of the pandemic, detailing China’s pandemic relief 
efforts, critiques of U.S. domestic and international policy, and responses to inter-
national criticism of China’s human rights record in Hong Kong and Xinjiang, 
among other matters. As it turns out, Chinese narratives are sometimes the only 
narratives available in LAC media on certain issues of interest to China, including 
analysis related to Hong Kong and Xinjiang. 

On the issue of human rights, Chinese embassies in Argentina, Antigua and Bar-
buda, Bolivia, Chile, Colombia, Cuba, the Dominican Republic, Ecuador, Grenada, 
Guyana, Peru, Suriname, and Uruguay used their websites, social media, and inter-
views published in media outlets to comment on China’s rights-related achieve-
ments. In July 2020, many delivered key points from a Chinese Ministry of Foreign 
Affairs article titled ‘‘What’s False and What’s True on China-related Human Rights 
Matters.’’ In August 2020, another article, ‘‘Fact check: Pompeo’s fact-twisting China 
speech versus the truth,’’ was circulated by Chinese embassies in LAC. Both articles 
suggested that China’s successes in containing Covid-19 demonstrated the country’s 
unfailing commitment to human rights. 

Despite a growing media presence, China is still very much experimenting with 
the forms and features of its media outreach in LAC. Evidence of ‘‘wolf warrior di-
plomacy’’—an aggressive style of diplomacy adopted by some Chinese officials—fea-
tured prominently in the first few months of China’s global Covid-19 outreach, but 
China’s more aggressive posturing slowed by summer 2020, lending some credence 
to Bates Gill’s summer 2020 claim that China’s diplomats were reined in as Beijing 
understood it had overreached with many audiences around the world. In a June 
2021 speech to the Politburo study session, Xi signaled a possible throttling of wolf 
warrior-type outbursts, calling on the country’s leaders to engender a ‘‘trustworthy, 
lovable, and respectable’’ image for China. Xinhua later suggested that the country 
adopt a ‘‘humble’’ approach in its relations with the outside world. The Party may 
very well have noted, as a Yale University study did, that the aggressive messaging 
associated with wolf warrior diplomacy was not as effective as promotional mes-
saging in moving public opinion on China. At present, China’s media platforms are 
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focusing far more extensively on delivering a message of solidarity, multilateralism, 
and cooperation, referencing China’s commitment to Covid-19 collaboration. 
Educational Partnerships 

China’s expansive partnerships with LAC high education and technical institu-
tions, including exchange agreements and jointly developed studies and research 
centers, also potentially shape relations with and views of China, although some of 
these arrangements are far more productive than others. Cross-regional educational 
cooperation is of considerable interest to both Chinese and LAC actors, but as I indi-
cate in a study co-authored with Brian Fonseca for Florida International University, 
Chinese engagement is largely motivated by a government-led interest in developing 
expertise in Latin American and Caribbean studies, and an enduring commitment 
to building Chinese soft power throughout LAC, including through educational ex-
changes and cultural and technical outreach. China’s Ministry of Education has in-
dicated its commitment to strengthening diplomatic ties and exporting elements of 
China’s educational system through exchanges, international educational coopera-
tion, and greater participation in educational standards-setting institutions. 
Policy Coordination 

China’s efforts in the area of ‘policy coordination’ are also potentially influential. 
‘Policy coordination’—in addition to infrastructure development, trade facilitation, 
and several other forms of connectivity-enhancing engagement—is considered a cen-
tral feature of the Belt and Road Initiative (BRI) and encompasses everything from 
climate change and industrial cooperation, for instance, to consultations on tech pol-
icy, investment policy, and regulatory landscapes. In some cases, policy coordination 
involves little more than a memorandum of understanding suggesting continued dis-
cussion on topics of mutual interest. Some forms, including recently proposed China- 
Ecuador ministerial deliberations on debt restructuring, may lead to favorable re-
sults for LAC nations. More problematic, perhaps, are efforts to coordinate views on 
internet governance or human rights, for example, where China’s approaches differ 
considerably from those in much of the LAC region, and among the U.S. and allies 
outside of the region. Also of some concern, especially from an environmental per-
spective, are efforts to encourage regional governments to rethink regulations in sec-
tors of long-standing economic interest to China. For example, in 2020, Chinese em-
bassy officials in Bolivia reportedly suggested that the government rethink its min-
ing sector regulations to encourage more Chinese investment. There is evidence of 
governments eroding regulations elsewhere in the region to attract Chinese inves-
tors. 
‘Multi-Tiered’ Diplomacy 

The cultivation of people-to-people ties—yet another element of the BRI—is an-
other prominent area of focus at present. This is carried out through what I have 
termed a ‘‘multi-tiered’’ approach to diplomacy, wherein numerous Chinese govern-
mental, quasi-governmental, commercial, and other actors engage with LAC at the 
regional, bilateral, and, increasingly, local (state/provincial and municipal) levels. 
This is frequently carried out through formal channels, such as the China-CELAC 
Forum or the Sino-Brazilian High-Level Commission (COSBAN), among many other 
platforms. Another considerable portion of China’s diplomatic outreach is relatively 
ad hoc, especially at the local level, where an extensive array of Chinese actors— 
commercial and public sector, central government-affiliated and provincial—are en-
gaging when and where opportunities present themselves. For Chinese companies 
and governmental entities, local-level engagement is a promising approach, espe-
cially in those countries where and where states, provinces, or municipalities have 
considerable decision-making authority, and where government-to-government deal 
making is not possible, whether because of a country’s governance structure or regu-
latory environment, or because broader geopolitical considerations limit progress at 
the bilateral level. With Mexico’s current policy uncertainties in mind, China’s Am-
bassador to Mexico Zhu Qingqiao recommended that China’s funds and enterprises 
increase communication and interaction with local governments and open new mar-
kets through local projects. 

In some cases, local-level engagement has been exceedingly productive. Just 5 
years of interaction between Chinese actors and representatives from Jujuy, Argen-
tina resulted in the signing of major renewable energy, surveillance technology, lith-
ium exploration, and big data projects, for instance. As a result, even when China 
is not particularly influential at the national level in LAC, Chinese actors may very 
well achieve some influence over local politics and policymaking, based either on the 
possibility of investment (or personal reward, in some cases) or else by delivering 
projects of interest to LAC localities. 
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Security Cooperation 
China’s increasingly extensive engagement with LAC militaries should be under-

stood as a part of a much broader effort in the area of ‘people-to-people diplomacy,’ 
albeit with very different implications than connections through educational institu-
tions and cultural forums, for example. China’s more than 200 military visits to the 
region, the China-CELAC High-Level Defense Forum, educational exchanges be-
tween military academies, Chinese tech company engagement with military institu-
tions, and satellite and other cooperation are nevertheless part of a broader pro-
liferation of diplomatic, commercial, and educational activity that features across 
most all economic sectors and in multiple areas of policy interest. 
Isolating Taiwan 

As evident in recent years, China continues apply pressure in various forms on 
Taiwan allied nations in LAC. In addition to offering economic incentives to Tai-
wan’s remaining allies in the region, as it has done for many years, China also re-
cently used the prospect of PPE and vaccine deliveries to either reward or discour-
age government decision-making on Taiwan and other matters of political interest 
to China. The timing of a vaccine donation to Guyana led some to speculate that 
the Caribbean nation was rewarded with the doses after deciding to close a new Tai-
wanese commercial office. And in Brazil, China reportedly halted the shipment of 
raw materials necessary for the São Paulo-based Butantan Institute to produce Chi-
na’s CoronaVac vaccine after Brazilian President Bolsonaro suggested that China 
disseminated COVID–19 as a tactic of biological warfare. 
China’s Efforts To Shape Views and Decisions in LAC Have had Varied Effects 

The effects of China’s outreach in these many of these areas are not always en-
tirely clear. Despite extensive efforts among Chinese and LAC actors to boost coordi-
nation and cooperation in multiple arenas, views of China in the region do not ap-
pear to be much better now than they were in the recent past. According to Pew 
Research findings from 2019, Latin America viewed China more favorably on aver-
age than did most other regions, with about half of respondents approving of Chi-
nese engagement and half disapproving. But as Vanderbilt University’s most recent 
LAPOP survey has noted, in 2021 only 38 percent of LAC participants suggested 
that they trusted China’s Government (down from 55 percent in 2016/17), although 
those who indicated limited trust in China’s Government also sometimes had posi-
tive views of China’s political influence in the region. 

LAC views of China’s Covid-19 assistance are also difficult to gauge, given the 
pandemic’s limitations on public opinion polling. China’s PPE deliveries were met 
with considerable gratitude by many, although some in the region indicated concern 
about the quality and cost of Chinese PPE shipments. China’s vaccine sales were 
also initially viewed as critical to regional survival rates and eventual economic re-
covery, though views changed somewhat as evidence surfaced about the efficacy 
rates of various vaccines. China’s pandemic-era assistance, though allocated accord-
ing to LAC needs and pandemic trends, also effectively achieved some Taiwan-re-
lated and possibly also commercial objectives. Many dozens of Chinese companies 
and other partners (e.g., sister cities and provinces) worked amid the pandemic to 
underscore their commitment to certain LAC communities. The pandemic also pre-
sented some opportunities for China’s tech and pharmaceutical companies to show-
case relevant technological and other capabilities. 

The impact of China’s media outreach is also probably varied. In an Inter-Amer-
ican Dialogue report on China’s Covid-19 diplomacy, one Caribbean-based 
interviewee suggested that China’s media outreach has had little effect on regional 
views of China. And a Mexican interviewee with ties to local media suggested that 
op-eds by Chinese ambassadors, whether about COVID–19 or other topics are barely 
read at all. In addition, most of Chinese embassy Twitter accounts have few fol-
lowers. However, if China is delivering the only messaging in LAC media on issues 
related to Hong Kong and Xinjiang, for example, as has been the case in many coun-
tries, this bodes poorly for informed debate on these topics across much of the re-
gion. 

China’s educational partnerships in LAC differ considerably in scale, scope, and 
commitment among partner institutions—the likely result of varying levels of inter-
est and available resources among interested parties. Some amount to little more 
than a statement of intent or broad MOU, which may not result in substantive en-
gagement. Among those that engage in productive collaboration, some focus mainly 
on student or faculty exchanges, offering scholarships to some LAC students for 
study in China. Others attempt a more expansive agenda, including collaborative 
research and research center development, including in some areas of commercial 
and strategic interest to China. Some Chinese and LAC institutions, such as Jinan 
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University (which had signed agreements with at least 10 Latin American univer-
sities and other educational and cultural institutions by 2016), Fudan University in 
China, and the Universidad Nacional Autónoma de México (UNAM), have several 
or more of these partnerships in place. Others have focused on partnerships with 
just one or two universities or other institutions in China or LAC. 

The effects of China’s local-level engagement would also appear to vary on a case- 
by-case basis. In some instances, local-level partnerships have been exceedingly pro-
ductive, whether by advancing deal-making or positively shaping views of China 
and Chinese companies. However, linkages are also sometimes forged by Chinese 
and LAC actors without clear objectives in mind, and with few overall interactions. 
The long-standing Coquimbo, Chile-Henan, China relationship is one example, with 
regional exchanges having taken place over the course of 15 years, presumably 
based on mutual interest in possible mining sector cooperation, though without clear 
evidence of commercial activity. These more limited collaborations (including with 
overseas Chinese communities) may still lay the groundwork for eventual deal mak-
ing, however, or else help to cultivate favorable views of China and Chinese political 
interests. 
China’s Indirect Influence—The Product of Expansive Economic (Especially Trade) 

Ties With Many LAC Countries—Will Also Likely Shape LAC Decision-Making 
in the Coming Years 

Despite China’s many efforts in the areas mentioned above, most of China’s influ-
ence over decision-making in the region is very likely indirect in nature—the result 
of LAC’s strong and sometimes dependent economic ties to China, and a related de-
sire to accommodate China’s interests where possible. According to Boston Univer-
sity, in 2020, China accounted for over one-third of the region’s extractive exports— 
a record level—and one-fifth of the region’s agricultural exports. With these dynam-
ics in mind, even in Brazil, where ties are relatively strained at the moment, there 
have been many efforts among those charged with actually doing business and man-
aging relations with China, to maintain a certain positive momentum in the rela-
tionship. 

China is also seemingly more influential in those countries that have strained re-
lations with the U.S. and its allies, and which have limited access to international 
capital markets. Venezuela and Cuba are obvious examples, although China has 
been frustrated with progress on economic reforms in both countries. Argentina and 
Ecuador have also occasionally depended on Chinese capital, leading to some deci-
sions favoring Chinese companies and interests. In 2015, Argentina’s Ley 27 ap-
proved a decision by the Argentine Government to grant Chinese companies no-bid 
contracts if they brought relevant finance to bear in support of project development. 

China also ensures some degree of influence by investing in sectors that are 
deemed of critical importance to the region’s development, or which align well with 
leaders’ own development agendas. China has been treated favorably by Peru’s anti- 
trust authorities based on expectations that Chinese companies will invest more ex-
tensively in the country’s electricity generation and distribution industries, at a mo-
ment when many others are not. China’s low-cost AI and telecommunications offer-
ings are also viewed favorably by many in the region, including cash-strapped local 
governments. 

In other cases, it’s merely the possibility of Chinese investment that gives China 
a seat at the table. The mere prospect of more Chinese economic engagement has 
been enough to convert three Taiwan allies over the past 4 years, even though there 
is wide variation in the sorts of benefits that Taiwan allies receive when they estab-
lish diplomatic ties to China. China’s offerings to the Dominican Republic have 
paled in comparison to the range of initial deals struck in Panama, for example. 

ENSURING ROBUST U.S.-LAC RELATIONS IN A SHIFTING GEOPOLITICAL ENVIRONMENT 

China’s evolving outreach and direct and indirect influence over LAC policy-
making have considerable implications for U.S. influence and interests and for U.S. 
and other company competitiveness in the region. As a result, the U.S. and its allies 
have worked both independently and collaboratively to allocate resources for 
projects and initiatives that aim to support U.S. and ally interests while also ad-
vancing LAC development objectives. This includes the development of legislation 
intended to boost U.S. competitiveness and economic engagement with LAC, encour-
age the development of regional supply chains, provide financing for infrastructure 
and other investment in the region, and expand institutional capacity building in 
LAC, as well as other initiatives and measures. 

More can nevertheless be done to strengthen U.S.-LAC ties in the midst of grow-
ing Chinese competition. I offer the following initial recommendations. 
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Stay Abreast of the Ways in Which China’s Engagement With LAC Is Changing 
As China’s activity in LAC evolves, U.S. policy and messaging on China-Latin 

America relations must evolve accordingly. 
There are some important areas of continuity in the China-LAC dynamic. The re-

gion remains of critical importance to China’s food and energy security interests, 
and regional markets are still vitally important to China as it looks to export ever- 
higher quantities of high-value-added goods. As a result, trade continues to under-
pin the relationship, and has even grown in importance as a share of LAC global 
domestic product amid the pandemic. 

However, as China prioritizes domestic and overseas investment in ‘quality’ 
projects and promotes deals in sectors aimed at advancing China’s own growth pri-
orities, we are seeing an important focusing of Chinese investment and trade activ-
ity in a specific set of industries and products/services, including in renewable en-
ergy, electricity transmission and smart grids, telecommunications, artificial intel-
ligence, cloud computing, lithium mining and processing, and other sectors and in-
dustries related to technology and innovation. The focusing of investment and trade 
activity in these sectors will impact the region different ways than the sorts of 
multi-billion-dollar, trans-continental infrastructure projects that Chinese compa-
nies and leaders tended to propose with some frequency 5 years ago and more. 

Of importance to U.S. commercial actors is China’s growing influence not just on 
government-level decision-making but also on local-level engagement, which, as ear-
lier noted, is carried out over the course of many years in some cases, and by a a 
host of Chinese actors and institutions. In some instances, these linkages have posi-
tioned China to engage with LAC actors during the very earliest phases of project 
development—before public tenders have been announced, and even when project 
ideas are first being conceived, in some instances. China’s efforts in the areas of 
‘multi-tiered’ diplomacy, and Chinese company access to low-cost Chinese finance, 
subsidies, and other incentives, will continue to affect U.S. firm competitiveness in 
key sectors. 

U.S. policymakers must also note key changes in Chinese financing in LAC. 
Though still active in the region, China’s policy banks are no longer the main pro-
viders of Chinese credit to LAC. Policy bank lending has rapidly declined from a 
peak of $20 billion in 2010 to barely any activity at all over the past 3 years. Loans 
from China are instead being supplied by a wider range of Chinese actors—private 
equity funds (sometimes backed by the policy banks), Chinese companies, China’s 
sovereign wealth fund, China’s commercial banks, the Silk Road Fund, and the 
AIIB, for example. These loans are issued to Chinese and LAC companies and are 
usually smaller than policy banks loans. They are often frequently issued with 
project ‘bankability’ front of mind. 

The various mechanisms that China employs to achieve desired commercial and 
political aims will also evolve in the coming years. It will be critical to study these 
developments, including the extent to which they affect views of the U.S., or are oth-
erwise effective in shaping outcomes in China-LAC relations. 
In LAC, Ensure That Policy is More Focused on Prospects for Enhanced U.S.-LAC 

Cooperation, Based on Shared Interests, Than on U.S. Competition With China 
A strong showing at the Summit of the Americas will be critical to underscoring 

U.S. commitment to strong relations with the LAC region, based on long-established 
partnerships, enduring economic ties, and extensive and shared interests. Much ef-
fort should be placed on ensuring a successful Summit and countering the notion 
that the U.S. has retreated from the region. 

At this juncture, the U.S. must aim not to replace China, but to engage with the 
region in those areas where the U.S. and LAC can effectively support each other 
aims, whether in the economic realm, on skills development and educational ex-
change, in the area of security cooperation, or on climate change mitigation and ad-
aptation, among other areas of interest. There are many areas where the U.S. has 
worked, over the course of many decades, to establish strong cultural, educational, 
security-based, economic and other linkages to the region. The maintenance and 
continued development of these linkages must continue to be prioritized. 

Considering that the U.S. (and the DFC, USAID, and other relevant institutions) 
have many global commitments, it may be necessary to focus resources in LAC on 
program and project development in specific sectors and countries where positive 
outcomes are most attainable. Where possible, the U.S. should aim to develop key 
economic projects, of course, but also to encourage capacity building partnerships 
with regional governments and civil society—whether carried out by U.S. experts, 
U.S. allies, or through triangular cooperation involving regional actors—in support 
of best outcomes in infrastructure project management, tech implementation, and to 
strengthen independent media, among other areas. 
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The simplification of processes and procedures required to access U.S. assistance 
would also importantly improve U.S. institutional agility, in the face of ‘‘China 
speed,’’ but is also critical considering that many LAC nations do not have the re-
sources available to apply for or navigate the DFC process, for instance. 
Consider LAC Views of China When Addressing China’s Engagement With the Re-

gion 
LAC governments are aware of the challenges associated with China’s model of 

finance and investment. The region has taken stock of empty promises, projects- 
gone-wrong, and the problems associated with China’s model of large-scale, no- 
strings-attached finance. In Bolivia, for example, the China-backed Rosita dam 
project was formally suspended amid protests against the project’s lack of prior con-
sultation with affected communities. The Coca-Codo Sinclair dam project in Ecuador 
has been the subject of environmental, labor-related, and technical scrutiny, and has 
had lasting effects on views of Chinese construction in Ecuador. 

Even so, the U.S. must tread carefully when applying pressure on LAC govern-
ments to limit economic options and partnerships with China, noting that doing so, 
even when a viable alternative is provided, will in many cases be viewed not as 
helping, but as harming LAC development prospects. If don’t too frequently, it will 
also undermine the U.S.-Latin America trust and prospects for future cooperation. 

LAC will continue to view China as an exceedingly valuable, though imperfect, 
economic partner. This dynamic is unlikely to change in the coming years, especially 
as China proposes projects in sectors—electrification, renewable energy, digitaliza-
tion—deemed essential to the region’s economic recovery. The U.S. should neverthe-
less identify and work to expand cooperation on areas of shared concern about Chi-
nese engagement. Some examples include the effect of China’s style of deal-making 
on already high levels of corruption in certain countries, China’s involvement in ille-
gal fishing, and the region’s persistently imbalanced trade relations with China. Re-
gional actors will presumably be more open to cooperation with the U.S. to address 
these and other areas of areas of shared concern. 

Senator KAINE. Thank you, Ms. Myers. 
Dr. Ellis. 

STATEMENT OF DR. EVAN ELLIS, SENIOR ASSOCIATE, CENTER 
FOR STRATEGIC AND INTERNATIONAL STUDIES, WASH-
INGTON, DC 

Dr. ELLIS. Thank you, Chairman Kaine, Ranking Member Rubio, 
distinguished committee members. 

In the past two decades, PRC-based companies have invested 
$160 billion in Latin America. Twenty-one of our neighbors there 
have pledged themselves to China’s Belt and Road Initiative. 

The PRC is attempting to rewire the region to its own economic 
benefit, securing access to commodities and markets, capturing the 
value added for itself, and focusing on connectivity. 

In the port sector, PRC-based companies are involved in 40 major 
projects. China has multiple wind, solar, and hydroelectric facili-
ties, albeit with problems. Indeed, Ecuador’s Coca Coda Sinclair 
Dam, as noted previously, had over 7,600 cracks, plus caused mas-
sive erosion, rupturing one of that nation’s major oil export pipe-
lines. 

In Chile, PRC-based companies control an unprecedented 57 per-
cent of electricity distribution. Growing PRC presence in digital ar-
chitectures is an intelligence concern, given China’s history of intel-
lectual property theft and cyber espionage. 

In December 2021, for example, Microsoft exposed hacking by 
PRC-based Nickel, whose targets included companies in 16 Latin 
American countries. 

In telecommunications, Huawei has grown its Latin American 
presence for two decades and is now poised to dominate 5G net-
works. PRC-based companies have a growing role in the region’s e- 
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commerce including Alibaba and the fintech company Nubank. The 
Chinese rideshare company, DiDi Chuxing, has half of the market 
in Latin America, capturing data on passenger movement and fi-
nances. 

Chinese surveillance and control systems such as ECU–911 and 
BOL–110 capture similar sensitive data, as do the 10 PRC-built 
‘‘smart cities’’ currently in the region. PRC-based Hikvision has 
taken over Syscom, Mexico’s largest security systems company. 

The airport scanners from China’s Nutech capture data on the 
devices that pass through them. In Chile, PRC-based Aisino almost 
won the right to manage the company’s entire civil registry. 

In Argentina, a PLA-operated deep space radar may capture 
communications from passing satellites. The PRC further promotes 
its interest through Latin American institutions. As noted pre-
viously, IADB President Mauricio Claver-Carone has called out the 
PRC for the use of its bank membership to win contracts for Chi-
nese firms. 

In security engagement, the PRC is a significant provider of mili-
tary goods to the region, including fighters, transport aircraft, and 
radars for Venezuela, helicopters and armored vehicles for Bolivia, 
and military trucks for Ecuador. 

Argentina may acquire FC–1 fighters, the most advanced PRC 
aircraft yet sold to the region. Officials within the PLA naturally 
plan for how they would use Latin America in a future war, 
leveraging the knowledge and relationships that they build today 
through their interactions in the region to do so. 

To this end, the PRC has made 20 military deployments to the 
region and PLA leaders have visited 200 times since 2000. In peo-
ple-to-people diplomacy, as noted previously, China’s 44 Confucius 
Institutes attract those with the interest to learn Chinese, bringing 
the best of Latin Americans to study in the PRC on Hanban schol-
arships, after which they often secure China-facing positions in 
their own governments. 

The 2022–2024 China-CELAC plan promises 5,000 such scholar-
ships for Latin America’s leading students. The PRC also engages 
the region’s academics, journalists, politicians, and officials through 
luxurious paid trips to China. 

In pursuing its interests in the region, China also acts, impor-
tantly, as noted by this committee, as an incubator of authoritarian 
populism, providing the loans, investments, and commodity pur-
chases that give liquidity to anti-democratic actors such as Ven-
ezuela as they consolidate their power and hijack democracy. 

China also provides the mechanisms to help its authoritarian 
friends once in power stay there. In Venezuela, China’s CEIEC 
helped the Maduro regime to spy on the opposition. In Cuba, 
Huawei Technologies helped to cut off protesters from the outside 
world during the July 2021 national uprisings. 

With respect to Taiwan, 8 of the last 14 countries in the world 
that recognized the ROC are in the Western Hemisphere. Every 
flip facilitates the expansion of Chinese activities in that country 
through the signing of nontransparent MOUs. 

The PRC strategically benefits from Russia’s provocative actions 
as well in the region, most recently its threat to deploy military 
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forces whether or not China and Russia coordinate on these mat-
ters. 

My recommendations, five. 
Number one, help our partners to engage the PRC with trans-

parency on a level playing field and through strong institutions. 
Two, exclude Chinese vendors from sensitive digital domains, yet 

provide viable commercial alternatives to the PRC there. 
Three, support better government databases on the performance 

of the PRC and its companies. 
Four, rethink the rules that constrain the agility of agencies like 

Development Finance Corporation to provide alternatives. 
Five, fully leverage the June 2022 Summit of the Americas to ad-

vance a bold and resource-backed approach to partnership with the 
region. 

Thank you. I look forward to the committee’s questions. 
[The prepared statement of Dr. Ellis follows:] 

Prepared Statement of Dr. Evan Ellis 

Chairman Kaine, Ranking Member Rubio, distinguished members of the Senate 
Foreign Relations Subcommittee on Western Hemisphere, Transnational Crime, Ci-
vilian Security, Democracy, Human Rights, and Global Women’s Issues, good morn-
ing. I am honored to share my views with you and the committee on the increased 
presence in Latin America and the Caribbean of the People’s Republic of China 
(PRC), PRC-based companies and entities, and the impact on U.S. national security 
interests and those of our partners in the region. 

I appear before the committee in my personal capacity. My views do not nec-
essarily represent those of my employer or the U.S. Government. 

OVERVIEW OF PRC ENGAGEMENT IN LATIN AMERICA 

PRC economic, political, institutional, and security engagement with Latin Amer-
ica and the Caribbean has increased substantially in the past two decades. PRC- 
based companies have invested more than $160 billion in the region.1 The PRC’s 
two major policy banks (China Development Bank and China Export-Import Bank) 
have lent $136 billion for projects there.2 PRC trade with the region in 2020 was 
$314 billion, more than 17 times the level when the PRC was accepted into the 
World Trade Organization in 2001.3 In terms of such commerce alone, the PRC is 
now the number one partner with every country south of Costa Rica, or number two 
behind Brazil. 

Reflecting the lure of the PRC for our neighbors in Latin America and the Carib-
bean, since 2017, 21 states in the region have pledged themselves to the PRC ‘‘Belt- 
and-road Initiative. The most recent was Argentina, which formalized its member-
ship in February 2022 during a state visit to the PRC by its President Alberto 
Fernandez.4 

In the almost 20 years I have followed the evolution of Chinese engagement with 
Latin America and the Caribbean, I have become increasingly concerned by its com-
plex effects on the region, with which we are bound by ties of geography, commerce, 
and family. 

To avoid misstating the serious challenge before us, I do not believe the Chinese 
Communist Party is pursuing a malevolent plot to impose its system of governance 
on the Western world. Rather, through the agency of its companies, and the support 
and coordination of its Communist regime, the PRC is attempting to ‘‘rewire’’ the 
region and the world to its own economic benefit.5 As part of that process, the PRC 
uses economic and other levers to intimidate and silence its critics, and to coopt po-
litical and economic institutions in the region to serve its ends own ends. 

In support of those efforts, the PRC is employing a range of political, institutional 
and other engagement efforts. One element of particular importance for this com-
mittee, is that the People’s Liberation Army (PLA) is working in Latin America and 
the Caribbean, engaging with our partners, in order to give its military increasingly 
global reach, building capabilities, relations and options to operate in the Western 
Hemisphere, in the event that reactions by the U.S. and other Western nations to 
its economic and other ambitions leads to military conflict. 
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PRC INTEREST IN LATIN AMERICAN RESOURCES 

With respect to economic engagement in Latin America, PRC-based companies are 
pursuing sources of supply for commodities in the region, from petroleum, iron and 
copper to strategic materials such as lithium and niobium. 

As in other parts of the world, PRC-based companies are expanding their physical 
presence in Latin American supply chains, from extractive operations, to processing, 
storage, to logistics, to increase their security of supply, and maximize the degree 
to which Chinese companies, secure the value added from those operations. 

In the lithium sector, strategically important for batteries for electric vehicles and 
other green technologies, PRC-based companies are active in each of the four Latin 
American states with significant current or potential lithium reserves. 

In Argentina, currently the most productive country for lithium extraction in the 
region,6 the Chinese firm Ganfeng has majority ownership of the Cauchari-Olaroz 
lithium project.7 In addition, PRC-based Zijin mining spent $960 million to acquire 
Neo lithium, with its Tres Quebradas project in Cajamarca province.8 Just this 
month, Zijin broke ground on an important new operation there to include a $380 
million lithium carbonate plant.9 

In Chile, the Chinese firm Tianqi owns a $4.1 billion, 25 percent share of the 
SQM lithium project in the Atacama Desert.10 In January 2022, the Chinese com-
pany BYD won a concession from the Chilean Government for a new lithium 
project.11 

In Bolivia, Chinese firms TBEA and Ganfeng are positioned to play a role in the 
exploitation of in major deposits 12 such as Coipasa and Pastos Grandes, if the Boliv-
ian Government of Luis Arce makes participation sufficiently lucrative to take via-
ble proposals with viable technologies forward. 

In Mexico, the same Chinese company Ganfeng has acquired complete control of 
the Bacanora lithium project in the Sonora desert,13 which could become Latin 
America’s biggest lithium operation. Ganfeng’s newly acquired position sets up a 
conflict with the populist government of Andres Manuel Lopez Obrador, who has 
threatened to nationalize the sector.14 

The tendency of PRC-based companies to cut corners with respect to local labor, 
environmental and other regulations, and to display a lack of sensitivity in their en-
gagement with local communities, governments, and vulnerable peoples has made 
them the focus of protests by a range of local groups. Examples include the 
pushback against Chinese operations in the $6 billion Las Bambas mine, forcing the 
temporary shutdown of the facility in December 2021.15 Such cases also include Rio 
Blanco, in Piura, where protests against the Chinese-operated mine led to killings, 
and ultimately, the closure of the mine.16 They also include the Mirador project in 
Ecuador, where resistance by the local community, and national protests forced a 
similar shutdown.17 

PRC FOCUS ON LATIN AMERICAN STRATEGIC MARKETS 

Beyond resources, Chinese firms are also pursuing access to Latin American mar-
kets, particularly in lucrative strategic sectors, including digital technologies, manu-
facturing, construction services, ‘‘green energy’’ technologies and biotechnology 
among others. Recent examples include a commitment by Great Wall Motors to in-
vest $1.8 billion in Brazil in that country’s electric car market.18 Similarly, PRC- 
based companies have sold over 410 busses to the Chilean transportation system, 
which now has more such vehicles than any country outside of China.19 

PRC objectives in both resource and market-oriented pursuits are understandable 
to any Latin American who has read Raúl Prebisch,20 Immanuel Wallerstein,21 or 
Fernando Henrique Cardozo: 22 the PRC desire to ensure that its companies realize, 
to the extent possible, the value added of acquiring and transforming those re-
sources, producing those products, and providing those services, for itself. The risk 
for our Latin American and Caribbean neighbors, as often predatory Chinese compa-
nies, backed by the PRC Government, pursue those objectives in a Latin America 
with great needs, weak institutions, and corruptible individuals, is that PRC success 
leaves the Chinese on top, the West out, and Latin Americans serving as mid-level 
managers, technicians, workers, or customer service personnel in Chinese-owned op-
erations. 

DOMINATION OF CONNECTIVITY AS A PRC STRATEGIC CONCEPT 

At the core of the PRC pursuit of its economic objectives in Latin America and 
elsewhere is ‘‘multidimensional connectivity,’’ as reflected in China’s use, since 2013 
of the ‘‘Belt and Road initiative’’ to both shape and explain the nature of its eco-
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nomic engagement with the world in terms of mutually beneficial flows of goods, 
money and ideas, and the Chinese construction of infrastructure to enable them.23 

In Latin America, as elsewhere, the PRC focus on connectivity includes the con-
struction and operation of transportation infrastructure such as roads, train and 
metro lines,24 ports and engineered river connections.25 

In the port sector, PRC-based companies are involved in at least 40 major projects 
in the region,26 including seven operations by Hutchinson Port Holdings in Mexico, 
three in the Bahamas, three in Panama, and one in Buenos Aires.27 In addition to 
Hutchinson’s projects, PRC-based firms are involved in four ports in Brazil,28 in-
cluding China Merchants Port 2017 acquisition of TCP Participações,29 as well as 
a project to expand São Luis into a megaport.30 Other significant PRC port initia-
tives in the region include the new $3 billion Chancay mineral port in Peru,31 
Posorja in Ecuador (where China Harbour is contracted to DP World for the $1.2 
billion port expansion),32 China Merchant Port Holdings’ April 2020 acquisition of 
full ownership of the Port of Kingston, Jamaica,33 and the role of PRC-based inves-
tors in the expansion of the port of Berbice, Guyana.34 Chinese investors have also 
expressed interest in a multi-billion port, free trade zone and tourism project built 
around La Union, with El Salvador’s populist government.35 

Beyond transportation infrastructure, PRC projects also include a range of other 
types of connectivity, such as the generation and transmission of electricity. The 
PRC’s increasingly dominant role in the Latin American electricity sector,36 espe-
cially in renewable energy, is particularly relevant for the U.S. and this committee, 
insofar as such position sets up the PRC and its companies to disproportionately 
benefit from U.S. funding of green energy development in the region, if proper care 
is not taken in how such deals are structured. 

Chin’s significant and growing role in the region’s electricity sector includes con-
struction of six hydroelectric facilities in Ecuador,37 three in Bolivia,38 two in Hon-
duras 39 and ownership of the Chaglla hydroelectric facility in Peru.40 

Even while the PRC has played an increasingly significant role in hydroelectric 
projects in the region, the record of its companies on project quality, performance, 
community relations and the environment has been problematic at best. The $2.2 
billion Coca Coda Sinclair dam in Ecuador, built by the PRC-based firm Sinohydro 
in troublesome proximity to an active volcano, had hundreds of identified engineer-
ing defects,41 including over 7,600 cracks.42 Its construction had an impact so severe 
on the region’s hydrology that it caused the re-routing of the Coca river,43 leading 
to the rupture of one of Ecuador’s major oil export pipelines, spilling 15,000 gallons 
of petroleum, affecting 150,000 people.44 Nor was this the first such problem for 
Chinese hydroelectric facility builders, even in Ecuador.45 China Water and Electric 
was fined and removed from the Toachi-Pilaton project for poor performance,46 
while China National Electric Engineering Company was similarly fired from the 
Mazar Dudas and Quijos projects.47 

In solar and wind energy, PRC-based companies are involved with the two largest 
photovoltaic projects in the region: the Cauchari photovoltaic complex in Jujuy Ar-
gentina,48 with a new phase agreed to during Argentine President Alberto 
Fernandez’ visit to China in January 2022,49 as well as a $1 billion, 1.1 Gigawatt 
solar project being expanded by Chinese firms near Açu, Brazil.50 Other examples 
of new Chinese wind and solar projects include the Potrero del Clavillo-El Naranjal 
solar and wind farm, and the Cerro Arauco wind/solar park in La Rioja, Argen-
tina,51 both advanced by Argentine President Fernandez January 2022 state visit 
to China. 

In nuclear energy, Argentina’s Government has contracted China National Nu-
clear Corporation (CNNC) for an $8 billion project to build a new design Hualong- 
1 nuclear reactor in the Atucha nuclear complex.52 Given repeated PRC problems 
with quality, safety and performance on its projects in the hydroelectric and other 
sectors, it is chilling that CNNC’s Argentine venture will be the first time it has 
attempted to build this relatively new reactor design outside of the PRC.53 In addi-
tion, PRC-based companies have previously expressed interest in building a nuclear 
reactor in the Angra complex in Brazil,54 something that could become more real-
istic if, as expected, the Workers Party and its candidate Luiz Ignacio Lula da Silva 
return to power there in this October’s national elections. 

With respect to electricity transmission, beginning in 2010,55 Chinese companies 
State Grid, China Three Gorges, and State Power Industrial Corporation (SPIC) 
have invested tens of billions of dollars in electrical transmission infrastructure in 
Brazil.56 In Peru, Chinese companies hold approximately half of power distribution 
capabilities in the greater Lima area, following the $3.6 billion, 2020 acquisition of 
Luz del Sur by Yangtze Power.57 In Chile, five major Chinese acquisitions in recent 
years, including the purchases of Compañı́a General de Electricidad (CGE), 
Transelec, Atiaia, Pacific Hydro, and Chilquinta,58 together give PRC-based compa-
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nies control of an unprecedented 57 percent of the country’s electricity distribution 
capacity.59 Chinese companies are now moving forward with important electricity 
transmission and distribution projects, including a $191 million high voltage connec-
tion from Tacuarembó to Salta, Uruguay,60 plus $1.1 billion in work for State Grid 
on the power grid of Buenos Aires.61 

Beyond electricity, the PRC’s increasing and multidimensional role in the 
connectivity of the region further includes telecommunications. That advance in-
cludes the much-discussed role of Chinese components and solutions in 5G architec-
tures currently being rolled out across the region,62 such as Huawei’s pilot ‘‘5G city’’ 
project in Curitiba, Brazil.63 It also includes more than 20 years of growth and 
learning in the region by Huawei, ZTE, and other PRC-based companies in sup-
plying a range of components to the region’s telecommunications architectures, from 
phones to servers and routers to fiber optic connectivity.64 

Beyond telecommunications as a form of digital connectivity, PRC-based compa-
nies also play a significant and growing role in the region in a broad range of 
eCommerce activities. These include Jack Ma’s Alibaba, Fintech companies with 
partial Chinese ownership such as NuBank,65 as well as China-based non-tradi-
tional banking firms such as Fosun.66 

The PRC further has a significant and expanding role in Latin America-based 
space architectures and space cooperation. The PRC has built and launched a com-
munication relay satellite and two earth observation satellites for Venezuela,67 as 
well as a communications relay satellite for Bolivia,68 and a microsatellite, Pegasus, 
for Ecuador’s prior populist government. PRC-based companies have also played a 
key role in the outfitting ground control facilities for those satellites and the train-
ing of their space-oriented personnel. 

In Brazil, the PRC has collaborated in building, and has launched, five satellites 
under the China-Brazil Earth Research Satellite program.69 Indeed, the latest such 
launch occurred in December 2019 during the administration of China-skeptic Jair 
Bolsonaro.70 

The PRC has further built a deep-space radar facility in Neuquén, operated by 
personnel of the People’s Liberation Army (relatively standard for Chinese space op-
erations),71 but with only sporadic access by Argentine Government personnel.72 
While the facility appears consistent with the needs of PRC lunar and other deep 
space missions to maintain communication with objects under a rotating earth, it 
has the potential to capture communications from other satellites in orbits that pass 
over it.73 

Chinese space-sector activities in Latin America also include Argentina’s partici-
pation via ground communication facilities, in its Beidou satellite-based global navi-
gation system,74 as well as a PRC launch of remote sensing satellites, made by the 
firm Satellogic for Argentina.75 

In short, PRC-based companies play an increasing role in the connectivity that 
underlies the very fabric of almost every dimension of Latin American economies. 

China’s expanding presence in such connectivity is a concern for two reasons: 
First, PRC-based companies have consistently shown a disposition to leverage par-
ticipation in one area, to advance the interest of Chinese companies in others, often 
with the facilitation of the PRC Government. As a consequence, the strategic domi-
nance of Latin America’s connectivity by PRC-based companies positions them to ad-
vance their position across a range of other parts of the region, capturing the associ-
ated value added for their benefit. 

Second, the increasing presence of PRC-based companies in the region’s digital in-
frastructure significantly expands risks of intelligence exploitation by the Chinese 
against both government and commercial targets. While PRC-based companies such 
as Huawei may claim that they would never turn over their user’s data to the Chi-
nese Government,76 such claims are contradicted by the PRC laws to which they 
are subject. Specifically, the PRC’s 2017 National Security Law obligates its compa-
nies to hand over information deemed relevant to PRC security.77 Moreover, the 
PRC has a long history of intellectual property theft against Western companies, 
and the government has been publicly called out by the U.S. Justice Department 
for turning a blind eye to cyberespionage against commercial targets outside the 
PRC.78 As an example, in December 2021, Microsoft froze the accounts of the Chi-
nese cyber-hacking group Nickel, whose targets included companies in 16 Latin 
American countries.79 

The opportunity for the PRC to access sensitive government, commercial and per-
sonal data from Latin American and Caribbean digital networks is only increasing. 
In addition to the previously noted ubiquitous Chinese presence in telecommuni-
cations and space, other vulnerabilities include the expanding footprint in the region 
of the Chinese rideshare company DiDi Chuxing, which currently has approximately 
half of the ride-share market in Latin America, operating in Mexico,80 Brazil,81 Co-

VerDate Mar 15 2010 20:25 Oct 26, 2022 Jkt 000000 PO 00000 Frm 00051 Fmt 6633 Sfmt 6621 C:\USERS\JW43947\DESKTOP\48968.TXT JUSTINF
O

R
E

I-
M

B
P

-1
9 

w
ith

 D
IS

T
IL

LE
R



48 

lombia,82 Chile,83 and the Dominican Republic.84 The potential risks posed by Didi 
was publicly expressed in a letter by six members of this Congress to senior mem-
bers of the Biden administration,85 as well as reflected in an investigation into DiDi, 
publicly acknowledged by the Defense Department.86 

Vulnerabilities to potential Chinese Government and commercial espionage fur-
ther include the increasing presence of Chinese surveillance and control systems 
across the region. At the national level, these include ECU–911 in Ecuador and 
BOL–110 in Bolivia, among others. In Mexico, in January 2022, the PRC-based 
Hikvision took over Syscom, Mexico’s largest telecommunications and security sys-
tems company.87 

Other risks include the increasingly ubiquitous role of Chinese scanner technology 
in airports and other sensitive sites across the region, such as that owned by the 
Chinese firm Nutech. Such technology, if accessible to the PRC through backdoors 
and digital connectivity, potentially provides those with access to the objects 
scanned, including computers, smartphones and other electronic devices, the poten-
tial ability to compromise them.88 

In yet another dimension of the challenge, smart cities offerings from PRC-based 
companies are proliferating in the region.89 As with other digital technologies, if 
there is the possibility of remote access to this data through backdoors, or even proc-
essing of the data on remote PRC-based servers, such systems potentially provide 
the PRC-affiliated operators access to sensitive financial, location, movement and 
other personal data of millions of the region’s residents, including its government 
officials and corporate executives. PRC-based companies currently have smart cities 
initiatives in at least seven Latin American countries: Mexico, Ecuador, Venezuela, 
Argentina, Uruguay and Brazil. 

Vulnerabilities from the expanding PRC digital footprint in the region also include 
the proliferation of Chinese-run data centers across the region. These manage sen-
sitive personal, corporate and even government data. Huawei, for example operates 
data centers in at least three Latin American countries: Mexico, Chile and Brazil,90 
where the Chinese firm Tencent also operates a data center since November 2021.91 
Indeed, in Chile, the PRC-based company Aisino almost won the right to manage 
the country’s entire Civil Registry.92 

PRC USE OF INSTITUTIONS IN ITS STRATEGY 

PRC engagement with Latin American and Caribbean institutions is a key sup-
porting element of its strategy there. As seen in other parts of the world as well, 
the PRC works with institutions in the region to neutralize opposition to its ad-
vance, and where possible, coopt those institutions to facilitate the advance of PRC 
interests. This pattern can be seen in China’s leveraging of the Interamerican De-
velopment Bank (IADB), since it joined the institution in January 2009. Beyond a 
notable decrease in the critical tone of the IADB’s analytical products since the PRC 
became part of the IADB Board, the institution’s increasingly cozy relationship with 
the PRC included an attempt by the PRC to host a 2019 executive meeting of the 
bank’s directors in Chengdu, China. The initiative ultimately fell through when the 
PRC refused to respect the wishes of its Latin American board members, by not giv-
ing an official visa to attend the meeting to Ricardo Hausmann, the representative 
of the de jure Venezuelan Government of Juan Guaido, ultimately leading to board 
to cancel the meeting in Chengdu.93 

The PRC has also worked with the IADB to set up a ‘‘co-financing fund’’ in par-
allel with Chinese banks, for projects of interest to Chinese companies.94 In May 
2021, the bank’s current President Mauricio Claver-Carone spoke out against the 
PRC’s use of its role in the IADB to win a disproportionate share of contracts for 
PRC-based firms.95 

The PRC’s key multilateral tool for engagement with the region has been the 
Community of Latin American and Caribbean States (CELAC). Although the PRC 
has been an active observer member at the Organization of American States (OAS) 
since 2004,96 it has arguably chosen CELAC to advance its agenda because the body 
brings together the entirety of the region while excluding the United States and 
Canada. The PRC also arguably favors CELAC due to the organization’s lack of a 
permanent secretariat or other standing bureaucracy, the absence of which facili-
tates the PRC’s ability to advance its own agenda through the institution, while 
minimizing the risk that its Latin American partners in the organization will be 
able to effectively coordinate a collective bargaining position toward China to ad-
vance their own interests. 

The PRC has used its interactions with CELAC to create a broad range of vehicles 
for interacting with the region, including 22 official ‘‘China-CELAC forums.’’ 97 Such 
venues allow the PRC to engage with the region on a range of issues from tele-
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communications to biotechnology, to agriculture to infrastructure to space to local 
government, among other areas. 

In December 2022, at the third triannual China-CELAC summit, the PRC pub-
lished the 2022–2024 China-CELAC plan for its engagement in the coming years.98 
Although the intentions behind PRC proclamations in such documents are not al-
ways clear, and while not all of its commitments may produce tangible results, the 
2022–2024 China-CELAC plan, like the 2015–2019 plan 99 and 2019–2021 plan 100 
which preceded it, provide some indication of PRC priorities for engaging with the 
region. In the most recent plan, for example, the PRC expression of interest in work-
ing with Latin America in digital technologies, space, and renewable energy should 
be of interest to this Committee. 

PRC SECURITY ENGAGEMENT WITH LATIN AMERICA AND THE CARIBBEAN 

PRC security engagement with Latin America and the Caribbean is openly ac-
knowledged in its 2008 101 and 2016 102 policy white papers toward the region, and 
more indirectly in its 2015 103 and 2019 Defense Strategy White Papers. 

The PRC is a significant, if not the largest, provider of military goods to the re-
gion, with authoritarian populist governments such as Venezuela, Ecuador under 
Rafael Correa, Bolivia under Evo Morales, and Peronist governments in Argentina 
being the region’s most important purchasers of Chinese arms.104 Major deals have 
included the sale of K–8 fighter aircraft,105 Y–8 and Y–12 military transports,106 
and JYL–1 107 and JY–27A radars to Venezuela; 108 the sale of six H–425/Z–9 heli-
copters 109 and 31 armored vehicles 110 to the populist regime of Evo Morales in Bo-
livia, and the sale of radars, plus some 709 military trucks 111 and 10,000 rifles to 
the populist regime of Rafael Correa in Ecuador.112 

The current Peronist government in Argentina has budgeted to acquire the Chi-
nese FC–1/JF–17 fighter which, if the transaction occurs, would be the most ad-
vanced PRC-built aircraft sold to the region to date.113 

Beyond populist states, PRC-based military goods companies have also sold 27 
Type-90B truck-based multiple launch rocket system to Peru,114 as well as an off-
shore patrol vessel (OPV) to Trinidad and Tobago.115 

The PRC also regularly sells or gifts less sophisticated equipment to militaries 
and police in the region.116 Examples include trucks, military construction equip-
ment donated to the Guyana Defense Force in 2017,117 police cars donated to the 
Guyana Police Service that same year,118 200 motorcycles donated to the Trinidad 
and Tobago Police Service in 2019,119 and 140 motorcycles and 8 ATVs donated to 
the Dominican Republic military and police that year,120 among others. 

Beyond arms sales, the People’s Liberation Army has maintained a regular, if not 
continuous, presence in Latin America that is more significant than commonly rec-
ognized. It includes at least three separate multi-port visits by the PLA hospital 
ship Peace Arc in 2011, 2015, and 2018–2019,121 participation of PLA military police 
for 8 years in the MINISTUH peacekeeping operation in Haiti,122 PLA attendance 
at elite Latin American military schools such as the Lanceros course in Colombia,123 
the Jungle Warfare Course 124 and the renowned military peacekeeping institute 
CCOPAB 125 in Brazil. It also includes regular institutional visits by PLA personnel 
to virtually every country in the region that the PRC recognizes. 

In the military portion of the PRC’s ‘‘people-to-people’’ diplomacy, PLA leaders 
have visited the region at least 200 times in the past two decades.126 Reciprocally, 
the PRC also regularly brings Latin American defense and police officials to China 
for training and military education activities, not unlike what it does with other 
Latin American government, business, and academic figures, as noted earlier. 
Prominent military examples include bringing Latin American and Caribbean 
armed forces personnel to the 3 to 5-week training courses that the PLA conducts 
in its National Defense University in Changping, inviting students to its select year- 
long Army and Navy Command and General Staff programs in the greater Nanjing 
area,127 and bringing Latin American cadets into its regular military academy, 
among other activities. 

I do not expect the PRC in the near term to seek a formal military alliance agree-
ment or military base, as it did in Djibouti, in Africa.128 This is not because of PRC 
benevolence or peaceful intent, but rather, because, given the cost and provocative 
effect of bases and military alliances, it has only made such commitment when its 
growing capabilities and global military reach were adequate to defend them. The 
PRC is not yet in such a position to do so in the Western Hemisphere. 

Despite likely PRC restraint in pursuing military bases in the Western Hemi-
sphere, as in other areas, it is adept in advancing incrementally by cautiously ‘‘test-
ing the waters.’’ To this end, it was significant that the PRC expressed interest in 
participating in a $300 million polar logistics base being constructed by the Argen-
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tine military in the extreme south of that country, in Ushuaia.129 The Argentine 
Government currently indicates that the PRC will not be involved in its construction 
or operation of such a base, but it is important to keep attention on the matter. 

Whether or not the PRC overtly seeks a military base in the Western Hemisphere, 
it is logical that officials within the PLA plan for how they would fight a global con-
flict with the United States or other Western powers if called upon to do so. It is 
thus not unthinkable that the PLA analyzes how they could leverage their commer-
cial and military presence and relationships in the Western Hemisphere in such 
time of conflict, and what they could do now, to do so more effectively in the future. 

Options for the PLA in operating in the Western Hemisphere in the context of 
a future conflict with the U.S. could include deploying intelligence assets or special 
forces into the region to create diversionary crises, or to put U.S. deployment and 
sustainment flows and the U.S. homeland itself at risk. 

If, in the context of a war with the PRC, the United States suffered grave losses 
in the opening phase, such as the sinking of multiple aircraft carriers and other cap-
ital ships, it is not inconceivable that some regimes hostile to the U.S. in the West-
ern Hemisphere could conclude that the U.S. might not be willing to incur the high 
costs and nuclear escalation risks to pursue a protracted conflict with the PRC to 
complete victory. From such a conclusion, those anti-US regimes might decide that 
now was the time to set themselves up for a future payoff by ‘‘betting on the PRC.’’ 
If, in that context, one or more such regime decided (or were obliged to) grant the 
PRC access to their ports, airfields, and other facilities, the knowledge of those mili-
taries and relationships with them that the PRC has today would play a major role 
in how rapidly and effectively the PLA could make use of those facilities to threaten 
the U.S. homeland. 

THE ROLE OF PRC SOFT POWER IN ADVANCING ITS STRATEGIC OBJECTIVES 

PRC influence in Latin America and the Caribbean is significant. A February 
American University survey of Latin American opinion leaders, for example, found 
that 78 percent of those surveyed believed China’s influence in Latin America to be 
high, and 86 percent saw its influence on the Latin American economies as high.130 

Despite such indicators, the nature of PRC influence, is arguably often 
misleadingly compared with the very different bases of U.S. soft power in the re-
gion. The latter, as discussed by authors such as Joseph Nye,131 is primarily built 
on consensus and affinity, the identification of our Latin American neighbors with 
the U.S. or principles such as democracy, human rights and free markets. In a simi-
lar fashion, a non-trivial number of Latin Americans find elements of Chinese cul-
ture and work ethic worth emulating. Perhaps more concerning, some in the region 
draw lessons from the PRC’s authoritarianism and state-led predatory economic ap-
proach in confronting challenges of development, insecurity, or disorder in their own 
societies.132 

The PRC’s greatest ‘‘soft power’’ influence comes from the expectation of gain, on 
the state, company and sometimes personal level, from potential access to the PRC 
market, or being a partner or beneficiary in a Chinese project locally.133 As an illus-
tration, Peru’s Attorney General’s office is currently investigating irregularities in 
the granting of 15 contracts to Chinese firms under the current government of Pedro 
Castillo.134 

Importantly, such benefits-based PRC influence coexists with distrust by Latin 
American elites who understand that the Chinese can be predatory partners, yet 
downplay U.S. warnings, believing that they can manage the risk in order to reap 
the associated rewards. More dangerously, some find it convenient to dismiss U.S. 
concerns as mere ‘‘great power competition,’’ so that they can take the Chinese 
money,135 to their gain, although often to the detriment of their countries. 

People-to-people diplomacy is an area in which the Chinese arguably secure im-
portant objectives. The PRC currently has 44 Confucius Institutes in the region, in-
cluding eight in the sparsely populated Caribbean.136 These Confucius Institutes 
principally act as gatekeepers, for attracting youth of the region oriented toward 
China, identifying those with the talent and perseverance in learning the mandarin 
language and Chinese script. The PRC Government offers the most promising of 
these students full scholarships, through the PRC cultural promotion organization 
Hanban, to study in the PRC. Because of the paucity of youth in the region with 
deep language of the Chinese language and country, those who graduate these pro-
grams often go on to become key technocrats and leaders in the China-facing por-
tions of their Foreign Affairs and Commerce ministries, or in the PRC-oriented por-
tion of the country’s leading companies. As a result, a not insignificant portion of 
PRC-facing technocrats in Latin American governments come to owe their pres-
tigious economic and bureaucratic positions to the PRC. 
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In the most recent 2022–2024 China-CELAC plan, the PRC committed some 5,000 
scholarships for Latin American students, plus 3,000 ‘‘work opportunities,’’ 137 This 
commitment was the continuation of the 6,000 scholarships for Latin Americans 
that the PRC committed to in the 2015–2019 plan,138 and the 6,000 it offered in 
the 2019–2021 plan.139 

However concerning, such scholarships only touch the surface of the insidious 
challenge of PRC ‘‘people-to-people diplomacy. Beyond Confucius Institutes and as-
sociated Hanban scholarships, PRC outreach includes a significant, if unknown 
number of engagements in which agents of the PRC Government and/or Chinese 
Communist party bring the region’s leading China-facing academics, think-tank pro-
fessionals, businesspersons, journalists and even politicians to the country for luxu-
rious trips built around the façade of academic exchanges. These include both indi-
vidual events and collective gatherings such as the China-Latin America Think 
Tank Forum. The International Liaison Department of the Chinese Communist 
Party plays a key role in such outreach, both in bringing senior Latin American 
Congresspersons and political leaders over to the PRC and working with key Latin 
American elites in their own country as de facto lobbyists, whether trying to per-
suade their governments to flip recognition from Taiwan to the PRC or coordinating 
on other political or economic matters of interest to the PRC.140 

CHINA AS AN INCUBATOR OF AUTHORITARIAN POPULISM 

With respect to the strategic political effects of PRC engagement with the region, 
the dynamic that most concerns me is the inadvertent, sometimes deliberate role 
of the PRC as an ‘‘incubator of authoritarian populism’’ as the Chinese Government, 
Communist Party and PRC-based companies pursue their interest in the region. 

To be clear, the populist authoritarian governments that have come to power in 
Latin America to date, including Hugo Chavez in Venezuela, Rafael Correa in Ecua-
dor, and Evo Morales in Bolivia, have done so by exploiting discontent with the in-
ability of their predecessors to effectively address endemic corruption, inequality, in-
security, and disappointing economic performance in their societies. Once in power, 
however, as those populist governments followed an often Cuban and Chavista-in-
spired path to hijack democratic institutions, consolidate power, and move against 
the private sector and free press, they have been aided in that effort by the ability 
to leverage PRC resources in the form of purchases of their commodities, associated 
loans, and occasional investments, to keep them afloat. In borrowing alone, as Cha-
vez in Venezuela, Correa in Ecuador and Morales in Bolivia consolidated their 
power, PRC-based policy banks provided those governments $62.2 billion, $18.4 bil-
lion, and $3.4 billion respectively.141 

Skeptics who see populist regimes as naive business ventures for PRC-based com-
panies miss the point; in Venezuela, Ecuador, and Bolivia, and as documented by 
an excellent Vanderbilt University study on 100 Chinese debt contracts with foreign 
governments, PRC-based companies have proven adept at structuring deals in ways 
that ensure that they get paid 142 even while imposing questionable constraints on 
the sovereign decisions of their partners,143 and even as the populists have de-
faulted on everyone else. In the end, dealing with such regimes has arguably been 
difficult for the PRC-based companies involved, including problems on a range of 
issues from contract completion to personal security. Nonetheless, such engage-
ments have also been beneficial for those companies. They have arguably secured 
favorable deals negotiating terms with politically receptive, isolated regimes, in 
often non-transparent government-to-government interactions in which their popu-
list counterparts have brought political loyalists rather than knowledgeable tech-
nocrats to the table. 

In the ongoing relationship, the Chinese, for their part, have reciprocally provided 
benefits to their populist authoritarian friends that help them maintain themselves 
in power. This includes selling Venezuela the armored vehicles used to repress 
democratic protesters, based on the industry using such vehicles to help the PRC 
repress its own population. Examples include the VN–4s and ‘‘Rhino’’ armored vehi-
cles used in May 2019 to crush democratic protesters,144 as well as those with un-
folding barricade doors, used in January 2020 to wall off access to the Venezuelan 
Congress and shut out Juan Guaido and other democratically elected members of 
Venezuela’s Congress. 

PRC-based companies have also provided technologies to help authoritarian part-
ners in the region monitor and control their populations, just as the PRC controls 
its own.145 Recent examples include support to the de facto Maduro regime in Ven-
ezuela from the Chinese electronics company CEIEC to spy on de jure President 
Guaido and his political supporters,146 implementation by Chinese telecommuni-
cation firm ZTE of the Fatherland Identity Card system,147 which the government 
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made obligatory not only to vote, but also to obtain rations of scarce foodstuffs and 
other basic goods (the famous ‘‘CLAP’’) boxes,148 and to receive scarce Chinese and 
Russian vaccines against Covid-19.149 

In Cuba, Chinese telephones and data management systems supplied by Huawei 
to the state telecommunications firm ETECSA, based on the same technologies the 
PRC uses to control its own population,150 proved instrumental in the Cuban Gov-
ernment’s response to unprecedented nationwide protests in July 2021,151 by 
digitally isolating the protesters from each other, and from the outside world.152 

The collective result of such economic, military and technical support to the PRC’s 
populist authoritarian friends has arguably been the extended survival of their re-
gimes. In the process the PRC has contributed to a hemisphere with fewer demo-
cratic governments, ever less disposed to cooperate with the United States on issues 
important to our security from transnational organized crime to migration, to cor-
ruption and human rights. 

THE PRC DIPLOMATIC STRUGGLE WITH TAIWAN 

Since the election of the Democratic Progressive Party (DPP) government in Tai-
wan in January 2016, the PRC has resumed efforts to actively persuade govern-
ments in the region to switch diplomatic recognition from Taiwan to the PRC. It 
has done so by offering a range of financial and other incentives, often working 
through its Chinese Communist Party-sponsored ‘‘United Front’’ organizations in 
the targeted countries.153 

The abandonment of Taiwan by the Panamanian Government of Juan Carlos 
Varela in June 2017, by the Dominican Republic Government of Daniel Medina in 
May 2018, and by the Salvadoran FMLN Government of Salvador Sanchez Ceren 
in August 2018, was consistent with the pattern observed in the prior the flip by 
the Costa Rican Government of Oscar Arias in May 2007. In each case, the change 
was not only diplomatic, but facilitated the significant expansion of PRC activities 
in the country through the signing of (often non-transparent) Memorandums of Un-
derstanding opening the recognizing country to activities by PRC-based countries in 
key sectors such as electricity, telecommunications and construction, even by buy-
ing-off politically well-connected elites by facilitating PRC purchases of limited 
quantities of the traditional exports of that country, such as fruit or coffee, often 
connected to those well-connected elites. 

In the cases of Panama, the Dominican Republic and El Salvador, the firm re-
sponse to the changes by then-U.S. ambassador to El Salvador Jean Manes, includ-
ing the recall of U.S. senior diplomats from the three for consultations, arguably led 
to both the PRC and its partners in the region to proceed with greater caution. That 
caution was reinforced by the election of more U.S.-oriented governments in both 
Panama (Nito Cortizo, elected in May 2019) and in the Dominican Republic (Luis 
Abinader, elected in July 2020). In each case, the incoming governments, more at-
tentive to U.S. concerns, facilitated reviews of some of the more questionable deals 
with the PRC signed by their predecessors. Nonetheless, each ultimately continued 
to engage economically with the PRC and its companies in the areas where it made 
sense. Further delaying the PRC advance in these cases, the Covid-19 pandemic also 
impeded the ability of the PRC to proceed with some of its promised investments. 
As the region pushes beyond Covid-19, China is positioned to make important eco-
nomic advances in each. In Panama, for example, China Harbour is set to continue 
previously suspended work on the fourth bridge over the Panama Canal this 
year.154 

In the case of Nicaragua’s December 2021 recognition of the PRC, the PRC has 
moved with unusual caution in announcing major new projects and agreements. 
Nonetheless, the reappearance of Chinese Nicaragua Canal promoter Wang Jing in 
November 2021, shortly before the change,155 coupled with Wang’s close relationship 
with the Ortegas’ son Laureano, who led the delegation to Tianjin China to nego-
tiate Nicaragua’s flip to the PRC,156 makes it likely that Wang Jing’s reappearance 
means that some Nicaragua Canal-related Chinese investments could be part of the 
path forward for that country. 

In Paraguay, President Mario Abdo-Benitez helped to publicly expose the PRC’s 
unsuccessful attempt to change the country’s diplomatic recognition to the PRC in 
exchange for expedited access to China’s Covid-19 vaccines.157 

In Honduras, the campaign commitment of incoming President Xiomara Castro to 
recognize the PRC 158 makes it likely that its government could eventually flip as 
well, even though the President has committed not to do so for now.159 

The change in Honduras and/or Guatemala’s diplomatic posture would then shift 
the strategic focus of PRC attention to the Caribbean Basin, where all remaining 
states recognizing the PRC with the exception of Paraguay would then be located. 
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In the Caribbean, Haiti is particularly vulnerable to flip, with the mentioned 
Presidential replacements to the current interim government of Ariel Henry ex-
pressing interest in relations with the PRC. The Government of St. Lucia, whose 
present Labor Party government previously recognized the PRC, is also arguably 
vulnerable to change if it sees a plurality of its neighbors are doing so as well.160 

PRC diplomatic advance is important not only because it opens the door for an 
associated expansion of economic and other influence, but also because it is desta-
bilizing to the status quo in Asia. As the number of states in the world that recog-
nize Taiwan decrease toward zero, amidst ever increasing PRC military superiority 
over its island neighbor, the temptation for the PRC to forcibly incorporate Taiwan 
into its territory, and the prospect of an associated conflict that could involve the 
United States, and possibly nuclear weapons, grows.161 

THE PRC’S SPECIAL AND INCREASING ATTENTION TO THE CARIBBEAN 

The ongoing PRC efforts to reorient the global economy and institutions to its 
benefit, as well as China’s struggle to diplomatically isolate Taiwan, and PLA prep-
arations for the possibility of an eventual conflict with the United States all lead 
to a particular PRC interest in the Caribbean. 

For the PRC, the Caribbean has particular importance, as the southeastern mari-
time approach to the United States which is at the same time, a key logistics hub 
for the U.S. economy, and the location of the vast majority of the counties in the 
hemisphere that continue to diplomatically recognize Taiwan. 

The PRC wishes to have a strong economic and political presence in the subregion 
without provoking the United States, for the same reason that it wishes to exclude 
rival powers such as the United States from the strikingly similar strategic geog-
raphy that its own southeastern maritime approach, including the straits of Ma-
lacca. It is thus not surprising that in its 2022–2024 plan for engagement with the 
region, the PRC gave particular, if largely unrecognized, attention to the ‘‘small is-
land states’’ of the region.162 

The fact that the PRC has located 8 of its 44 Confucius Institutes in the Carib-
bean is out of proportion to the relative population of the region and the size of its 
economies, as is the number of ports, highway projects and tourism investments 
that it maintains there. Operations of note include the previously mentioned three 
PRC port operations in the Bahamas, the China Merchant Port operation in King-
ston,163 port work in Berbice, Guyana,164 the $4.2 billion Baha Mar tourist re-
sort,165 over $1 billion of highway projects in tiny Jamaica alone,166 the Amaila 
Falls hydroelectric facility and multiple infrastructure projects in Guyana, interest 
in the Atlantic LNG refinery in Trinidad and Tobago,167 and plans by China Har-
bour to construct a drydock there,168 just to name a few. 

It is also arguably not by coincidence that a significant portion of the PLA mili-
tary engagement detailed previously has occurred in the Caribbean, including the 
PRC’s 8-year deployment of military police to Haiti under MINUSTAH, its frequent 
gifts of vehicles and equipment to Caribbean defense and police forces, its sponsor-
ship of training and institutional visits by their leaders to the PRC, and its inclu-
sion of multiple Caribbean port calls in each of the three deployments of its military 
hospital ship to the region. 

PRC COORDINATION WITH U.S. ADVERSARIES 

Due to the PRC’s strategic economic interests in access to sources of supply, mar-
kets, and technologies, it has generally attempted to disassociate itself from provoc-
ative statements and actions by anti-U.S. regimes in the region such as those by 
the Hugo Chavez and Nicholas Maduro regimes in Venezuela. Nonetheless, the PRC 
strategically benefits from the survival of such regimes, which both distract its rival 
the U.S.,169 and undermines the prevalence of region-wide consensus on a Western- 
style democratic rules-based order that would benefit the U.S. Thus, insofar as au-
thoritarian populist governments take reasonable steps to protect the interests of 
PRC-based companies and pay off past debts, the PRC has not been in a hurry to 
help the U.S. to bring about more responsible, less criminal forms of government 
in these countries,170 even as the PRC simultaneously works to maintain the im-
pression that it is cooperating with the U.S. 

With respect to Russia and Iran, there are few overt indications that the PRC co-
operates overtly with those governments in Latin America in the ways that it some-
times does in other parts of the world.171 Nonetheless, as with in-region U.S. adver-
saries such as Venezuela, Cuba and Nicaragua, the PRC strategically benefits from 
Russia’s provocative actions in the region, such as its periodic deployment of nu-
clear-capable Tu-160 backfire bombers and other military assets,172 and most re-
cently, the threat by Deputy Foreign Minister Sergey Ryabkov that the deployment 
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of Russian forces to Venezuela or Cuba could not be ruled out,173 followed by the 
March 2022 military cooperation agreement signed between Deputy Prime Minister 
Yuri Borisov and his Venezuelan counterpart.174 

In the current Ukraine conflict, Russia’s actions strategically benefit the PRC, in-
sofar as they distract the West and force it to consume time and resources on mat-
ters other than responding to the PRC advance in the region (and globally), even 
while Russia’s actions also weaken itself, making it more dependent on the PRC, 
including as a purchaser of Russian oil and foodstuffs, even while forcing it to work 
through the PRC for financial transactions as Russian banks loose access to the 
SWIFT system.175 Russia’s military campaign in the Ukraine, as well as western 
sanctions and other actions against Russia further allow the PRC to observe Rus-
sian vulnerabilities, in order to minimize its own vulnerabilities to a likely similar 
Western response if, as is possible in the coming years, the PRC attempts to incor-
porate Taiwan into its territory. 

Such benefits to the PRC notwithstanding, it is nonetheless hurt to some degree 
by the effects of the international crisis in the prices of petroleum and food, both 
of which the PRC must import in significant quantities, as well as the fragility of 
the global economy and financial system in general, upon which demand for Chinese 
products, and other aspects of the PRC economy depends. 

Finally, in Latin America, as elsewhere, the war in the Ukraine arguably forces 
the PRC to proceed more cautiously, due to its desire not to be associated with Rus-
sian aggression, particularly after having made uncharacteristically strong state-
ment with Vladimir Putin in Beijing during the Olympics, before the degree of 
Putin’s mismanagement of the Ukraine invasion, and the associated brutality of 
Russian actions against civilian populations and associated war crimes,176 was ex-
posed. 

THE U.S. RESPONSE AND AREAS FOR IMPROVEMENT 

In my research and writings since the early 2000s on Chinese engagement with 
Latin America and the Caribbean, I have observed the U.S. response evolve from 
concerned observation to stronger actions and messaging to our partners. I have 
seen good and creative initiatives under both Republican and Democratic adminis-
trations, but believe that we have consistently been lacking in four areas: 

1. An adequate and sustained level of resources for both strategic thinking, and 
economic, security and other engagement in the Western hemisphere, given its 
enormous importance to U.S. prosperity and security. 

2. Adequate data for our leaders in Congress, the President and his or her senior 
representatives, the State Department, the Defense Department, and other fed-
eral agencies to support their engagements with Latin American and Carib-
bean publics about the relative performance of and behaviors of concern by 
PRC-based companies, as well as the PRC state and its intelligence services 
in the region. 

3. An appropriate combination of flexibility and resources, within specific U.S. 
Government organizations, such as the Development Finance Corporation, 
USAID, Commerce, and the Defense Department, to better empower them to 
provide timely, attractive alternatives to often predatory or risky partner en-
gagements with the PRC; and 

4. Effective coordination at the Federal agency level, beyond policy documents, in 
formulating integrated whole-of-government initiatives to respond to the PRC 
challenge. 

RECOMMENDATIONS FOR U.S. STRATEGY AND POLICY 

Pursuant to my observations in this hearing thus far, in my personal capacity as 
an analyst, I respectfully offer my recommendations for increasing the effectiveness 
of the U.S. response to PRC activities in Latin America and the Caribbean: 

1. Do not seek to block our Latin American and Caribbean partners from routine 
commercial and political engagement with the PRC so long as they are trans-
parent, conducted in accordance with the rule-of-law and a level playing field, 
even if the results occasionally make us uncomfortable. Attempting to do so is 
both not realistic and would likely generate resentment and a counter-
productive response from our partners. 

2. Do more to ensure that the interactions between our partners and the PRC 
that do occur are indeed conducted with transparency, in a rule-of-law frame-
work on a level playing field, and through strong partner government and re-
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gional institutions. Doing so has both a component of persuading our partners, 
and one of enabling them. 

a. On the persuasion side, the U.S. should do more with interagency efforts 
to discourage partners from engaging in the types of back-room, govern-
ment-to-government deals with the PRC and its companies that may ben-
efit the PRC and partner representatives signing the deal, but not their 
countries. Tools that the U.S. can use more aggressively to discourage bad 
partner behavior in this area include State Department public diplomacy 
and visa policy (and associated sanctions), Treasury OFAC sanctions, and 
U.S. Justice Department Investigations targeted at individuals engaged in 
illegal behavior, where merited. 

b. On the enabling side, the U.S. should expand and resource State Depart-
ment-led programs to strengthen our partners institutions and processes, 
including anti-corruption initiatives, project planning support to partner 
nations, contract evaluation, and enforcement of environmental, labor and 
other partner laws on the back end. Such initiatives will not ‘‘keep the Chi-
nese out of Latin America,’’ but rather, will help channel that engagement 
in ways that is most healthy for our partners and the region, while better 
positioning the U.S. as helping our partners succeed, as a reflection of the 
joint stake that we have in the prosperity of our common neighborhood, 
the Western Hemisphere. 

3. In areas of digital technologies, where the presence of untrusted PRC-based 
vendors could compromise government and leader personal information under-
mining the ability of our partners to make sovereign decisions, the U.S. should 
make explicit efforts to keep PRC-based entities out, leveraging whole-of-gov-
ernment tools. Such efforts could include making clear our need to stop sharing 
certain types of intelligence information if our partners’ incorporation of PRC- 
based vendors such as Huawei cause their networks to become untrustworthy. 
Similarly, we can explain our inability to promote certain investment programs 
where such partner incorporation of Chinese vendors into their networks would 
make the intellectual property of the investing entity vulnerable. In applying 
such pressures, however, we must both be more effective in communicating to 
our partner and the broader community ‘‘why’’ we are doing such things. More-
over, where possible, the U.S. should also work to ensure the viability of alter-
native solutions from U.S.-based companies. Where there are not such viable 
solutions, it should work with like-minded democratic partners to identify al-
ternatives from trusted companies in democratic partner nations, respectful of 
privacy and intellectual property rights, such as Ericsson or Nokia. 

4. With respect to information, the U.S. should do more to ensure the creation 
of both government and other databases on the performance of PRC-based com-
panies relative to their competitors. Such efforts could collect data on associ-
ated issues of contract disputes involving PRC-based companies, conflicts with 
affected communities and workers, and non-compliance with labor, environ-
mental and other commitments. The collection of data should also include evi-
dence of dissatisfaction with the managerial practices of PRC-based companies 
operating in the region, and cases of intellectual property theft by those compa-
nies from their competitors. It could also usefully include information about 
Latin American and Caribbean politicians and other government officials from 
the region who go to the PRC on trips sponsored by its government. Data col-
lection efforts should also include the identification of senior leaders in the 
China-facing portions Latin American Foreign and Commerce ministries and 
PRC-relevant regulatory organizations who have received their education in 
the PRC, or other significant benefits from the country. Data collection should 
similarly include PRC military and other security sector activities in countries 
the region, including specific military and police leaders receiving PRC-funded 
trips, abusive activities by PRC diplomats in the region, and cyberespionage 
and cyber-hacking tied to the PRC Government and its companies. Such infor-
mation should be available to support both interactions by U.S. senior leaders 
with our partners, as well as U.S. public diplomacy and engagement with our 
neighboring nations more broadly, so that the U.S. can talk more credibly and 
empirically with them about the risks of engagement with the PRC. 

5. With respect to resources, laws and regulations, I respectfully submit that not 
only does the U.S. need to significantly expand resources dedicated to this 
hemisphere to effectively compete, but we also must re-think some of the rules 
which constrain our agility to do so. I applaud the Development Finance Cor-
poration as a powerful potential tool in competing with the PRC yet perceive 
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that it has become excessively constrained by limits regarding the income level 
of the countries that it can engage with and the types of projects that it can 
support, at the cost of paralyzing the DFC role as an effective tool for chan-
neling private sector resources to provide healthy, transparent alternatives to 
PRC funds. In a similar fashion, U.S. military education and training programs 
(IMET) and other DoD security assistance engagement build invaluable rela-
tionships and offer powerful incentives for our partners to not engage with the 
PRC in ways that undercut their ability to work with us in the security realm. 
Such programs also help us to help our partners succeed in controlling the cor-
rupting influences of narcotrafficking and other criminal organizations, which 
is good not only for the U.S., but helps our neighbors show their people that 
democratic governance works. In the process, their success helps to keep at bay 
authoritarian populist alternatives to democracy that also serve to open the 
door to problematic types of engagement with the PRC, among other difficul-
ties. Yet as with DFC, Title X DoD security assistance funding, and in par-
ticular, Section 333 activities, are arguably hampered with an excess of re-
quirements that limit DoD agility in adapting our engagements to the needs 
of our partners. 

6. With respect to the broad messaging themes of U.S. public diplomacy involving 
the PRC in Latin America, I believe that Russia’s invasion of the Ukraine, in-
cluding its indefensible tactics and war crimes,177 in conjunction with the PRC 
statement of solidarity with Russia in on the eve of its invasion (a friendship 
that ‘‘knows no limits’’) 178 creates an opportunity for the United States to re-
mind the world that democracy, human rights, and legal commitments must 
mean something, if the global institutional order that has brought today’s secu-
rity and prosperity is to remain viable. The war unleashed by Vladimir Putin’s 
ambitions in the Ukraine lays bare the implications of the PRC attempt to as-
sert moral neutrality ‘‘types of democracy,’’ and reminds us a world in which 
nothing can be declared bad, ultimately leads to a violent, insecure, Hobbesian 
chaos of ‘‘might makes right.’’ In the same vein the PRC avoidance of con-
demning Russian aggression,179 including Russia’s killing of more than a thou-
sand Ukrainian civilians 180 (and probably far more), deliberately destroying 
their cities, and brutally displacing more than 10 million Ukrainians from their 
homes,181 even as the PRC profits commercially from Russia’s international 
isolation, should lead us to remind our Latin American neighbors of past PRC 
statements of fraternity with the Ukrainian people, which sound remarkably 
similar to PRC rhetoric in Latin America, and ask, ‘‘Where is the PRC in 
Ukraine’s hour of need today? Where will it be for you, when you are no longer 
useful to it?’’ 

7. Finally, I believe that the upcoming June 2022 Summit of the Americas in Los 
Angeles is an important opportunity for the U.S. Government to leverage the 
lessons of Russia’s Ukraine invasion, Covid-19, and other aspects of the shift-
ing strategic environment in Latin America to reach out to the region, whose 
conditions affect all of us, with a renewed spirit of partnership. 

Distinguished members of the Subcommittee, thank you for your time and atten-
tion, and the opportunity to share my analysis with you today. 
———————— 
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December 16, 2021, https://www.infobae.com/america/peru/2021/12/16/minera-las-bambas- 
deja-de-operar-desde-este-sabado-tras-bloqueo-de-accesos/ 
?msclkid=6126b535ade511ecb5f445609881af28. 

16 ‘‘Rı́o Blanco,’’ Observador de Conflictos Socioambientales de Ecuador, March 24, 2019, 
https://www.observatoriosocioambiental.info/2019/03/24/rio-blanco/. 

17 Cintia Quiliconi and Pablo Rodriguez Vasco, ‘‘Chinese Mining and Indigenous Resistance in 
Ecuador,’’ Carnegie Endowment for International Peace, September 20, 2021, https:// 
carnegieendowment.org/2021/09/20/chinese-mining-and-indigenous-resistance-in-ecuador-pub- 
85382. 

18 ‘‘China’s Great Wall says will invest $1.8 bln in Brazil over next decade,’’ Reuters, February 
1, 2022, https://www.reuters.com/business/autos-transportation/chinas-great-wall-says-will-in-
vest-19-bln-brazil-over-next-decade-2022-01-28/. 

19 ‘‘Chinese electric buses roll out across Latin America,’’ China Dialogue, August 10, 2020, 
https://chinadialogue.net/en/transport/chinese-electric-buses-latin-america-roll-out/. 
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fense, Government of Ecuador, Accessed March 28, 2022, https://www.defensa.gob.ec/ 
presidente-correa-entrega-709-vehiculos-al-ejercito-nacional/. 

112 ‘‘FF.AA. analizan usar los AK–47 de China para entrenamientos,’’ El Comercio, September 
12, 2016, https://www.elcomercio.com/actualidad/ffaa-analisis-ak47-china-ecuador.html. 

113 ‘‘China strongly lobbying to sell jet fighters to Argentina,’’ Mercopress, February 10, 2022, 
https://en.mercopress.com/2022/02/10/china-strongly-lobbying-to-sell-jet-fighters-to-argentina. 

114 ‘‘Entrega de los lanzacohetes múltiples 90BM al Ejercito de Peru,’’ Defensa, July 20, 2015, 
https://www.defensa.com/peru/entrega-lanzacohetes-multiples-90bm-ejercito-peru. 

115 ‘‘Chinese vessel coming to Trinidad,’’ Jamaica Observer, February 25, 2014, https:// 
www.jamaicaobserver.com/news/Chinese-vessel-coming-to-Trinidad. 

116 For more detail, see R. Evan Ellis, ‘‘Chinese Security Engagement in Latin America,’’ Cen-
ter for Strategic and International Studies, November 2020, https://www.csis.org/analysis/chi-
nese-security-engagement-latin-america. 

117 ‘‘China’s army donates $1.2B in equipment to GDF,’’ Stabroek News, April 4, 2017, 
https://www.stabroeknews.com/2017/04/04/news/guyana/chinas-army-donates-1-2b-equip-
ment-gdf/. 

118 ‘‘Force vehicles donated by Chinese gov’t ‘in order,’’’ Stabroek News, November 8, 2018, 
https://www.stabroeknews.com/2018/11/08/news/guyana/force-vehicles-donated-by-chinese- 
govt-in-order/. 

VerDate Mar 15 2010 20:25 Oct 26, 2022 Jkt 000000 PO 00000 Frm 00064 Fmt 6633 Sfmt 6621 C:\USERS\JW43947\DESKTOP\48968.TXT JUSTINF
O

R
E

I-
M

B
P

-1
9 

w
ith

 D
IS

T
IL

LE
R



61 
119 ‘‘Police get 200 motorcycles from China,’’ Trinidad and Tobago Guardian, August 22, 2019, 

http://www.guardian.co.tt/news/police-get-200-motorcycles-from-china-6.2.914424.9562095eb4. 
120 ‘‘República Dominicana y China firman segundo acuerdo de cooperación económica y 
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Senator KAINE. Dr. Ellis, thank you. We will begin a 5-minute 
round of questions and let me begin. 

I want to associate myself, first, with comments made by Senator 
Shaheen about vaccine diplomacy. The vaccine diplomacy from the 
United States to the Americas was extremely positive. 

I traveled with six senators—three Democrats and three Repub-
licans—to the region last July right as the U.S. vaccines were being 
delivered throughout the Americas, and in four countries—Mexico, 
Ecuador, Colombia, and Guatemala—we heard great appreciation 
for the U.S. vaccines. The fact that they were free was really ap-
preciated, the fact that they were high quality, the gold standard. 
They did not feel as confident about the vaccines, either the 
Sinovac or the Sputnik vaccines. 

They were disturbed in their dealings with China and Russia 
over vaccines because vaccines would be promised and then not de-
livered and if somebody said something about Taiwan then sud-
denly a contract would be cancelled. 

That really seemed like a moment where we were very, very ag-
gressive and in a way that was really appreciated to offer these 
high-quality vaccines in the Americas, and so the notion that we 
are going to do a COVID bill and stop doing something that really 
was seen in a smart way in the region I am disturbed to hear that. 
I had not heard that, Senator Shaheen, before you mentioned it. 

What I want to ask is, what is the awareness of Latin American 
leaders about the dangers of entanglement with China? When we 
were in Ecuador, for example, so Ecuador had gone a very pro- 
China direction 20 years ago, but what they have seen was the 
Chinese investments, often in infrastructure projects, were poor 
quality, that very controversial dam project. 

China’s oil drilling in the Amazon led to significant environ-
mental challenges. The illegal fishing—I mean, China illegal fish-
ing is, basically, just vacuuming up, fishing around the Galapagos, 
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which is part of Ecuador, in a way that is very disturbing and envi-
ronmentally damaging. 

So there was an election a year ago in Ecuador and 70 percent 
of the national legislature was kicked out and a new president was 
enacted, a president who strongly wants to orient toward America 
and the near complete turnover of the national level parliament 
also reflected sort of after 20 years were going the wrong direction 
and there was a real revulsion at the entanglement with China. 

How broadly is that sentiment? Is the Ecuador story well under-
stood? Are other nations experiencing the hard realities as they get 
deeper entangled with China? Or is China still kind of on the as-
cendancy in the Americas with more and more nations gravitating 
toward them? 

Ms. MYERS. I can start. Thank you very much, Senator, for the 
question. 

My sense is—it is a terrific question and my sense is that this 
really is an evolving thing and really varies on a country by coun-
try basis. 

Ecuador is, perhaps, the best example here of a country that has 
begun to come to terms with the challenges associated with doing 
business with or interacting from a financial or investment per-
spective with China, and one need only travel the road from the 
airport to Quito where every day there are a lot of accidents be-
cause of challenges with the actual engineering of that road to 
know why many Ecuadorians feel this way. 

In other cases, there is far less sensitivity to some of these chal-
lenges, or these challenges are well known, but the judgment is 
that so much needs to be done on the economic front, particularly 
at this juncture when countries are facing very, very dire economic 
challenges coming out of the COVID–19 crisis. 

Really engaging with all partners who are willing is the only via-
ble option and so that has tended to be the judgment, regardless 
of well known and well documented concerns about some of China’s 
practices. 

I think a really excellent example here is that of Colombia, 
wherein you have major flows of, obviously, Venezuelan migrants 
coming into the country and some of that related to China’s contin-
ued support for the Maduro regime, and yet very, very little inter-
est in relating China at all to that problem and, in general, in the 
media and in discussions about China-Colombia relations a very, 
very positive overall view. 

Dr. ELLIS. Senator Kaine, you ask a very important question, I 
think, that goes to the heart of the challenge that we have today. 

Number one, in general, our Latin American partners know that 
Chinese activities tend to be predatory. They oftentimes distrust 
the Chinese, but so much of the Chinese soft power comes with the 
informal or formal expectation of benefit, not only at the country 
level, but also oftentimes at the corporate or individual level. 

That often leads our partners to say, well, we know we have to 
worry about the Chinese, but we think we can take the risk be-
cause we want the Chinese money. That problem then leads, often-
times, to undercutting our messaging. 

As you pointed out, in the Ecuadorian case, there are three areas 
in which we need to highlight the vulnerabilities. Certainly, num-
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ber one is with respect to messaging or calling out the leaders who 
would take the oftentimes nontransparent and occasionally corrupt 
deals, to discourage them through whole-of-government initiative to 
do so, also to put more information out there by those who are hurt 
in those countries by the deals for that, and also to push for trans-
parency, strong institutions in whole-of-government really limit the 
space for doing so. 

As you pointed out, sir, the Ecuadorian case, beginning with 
Lenin Moreno and continuing with Guillermo Lasso, is very impor-
tant in that respect, because of the things that we talked about. 
The Coca Codo Sinclair Dam really shows the cost to the Ecua-
dorian people—but there are also a series of others. I think Toachi 
Pilaton also had problems. Minas-San Francisco had problems. 
Other dams were actually canceled, and the story continues across 
the region. 

So we need to do a better job, actually, at making both public 
databases as well as having good talking points to really—talk 
about the comparative behavior of Chinese companies as well as 
the comparative behavior of Chinese personnel to make our mes-
saging more effective to those partners in the region and tell those 
stories. 

Senator KAINE. Thank you both. 
Senator Rubio. 
Senator RUBIO. Ms. Myers, I guess—I take from your testimony, 

what you were referring to—and I sort of talked about this yester-
day in an interview that I did. 

So you are a country. Your economy needs to be developed. You 
have needs. You need roads. You need this. You need that. Here 
comes a Chinese business subsidized by the state offering you not 
just to construct the project, obviously, with their workers, but to 
finance it, and in some cases, frankly, some cash under the table 
for some of the decision-makers as well. 

The result is they understand China is a threat. They may not 
be big fans of China, per se. They may be worried about what it 
means long term, but, politically, it is tremendously beneficial to be 
at the ribbon cutting of this great new project that is financed. 

There may be a debt trap, but that will be somebody else’s prob-
lem down the road, not when they are in office anymore and, in 
some cases, frankly, maybe you or some of your friends got some 
added benefits from it. 

It is hard for us to compete against that. We cannot bribe gov-
ernment officials in some of these countries and we do not have a 
system in which we can go in and create infrastructure projects 
and finance some of those if the dollars or the money that it gen-
erates does not justify it. In essence, it has to be a justified project. 

In the case of China, it seems—that is really my question—how 
much of this is they are willing to do projects that may not make 
sense from a market standpoint because it makes sense for them 
from a geopolitical standpoint? 

Ms. MYERS. It is a fantastic question and, indeed, both Evan and 
I and many others who are studying this particular issue are com-
mitted to trying to understand the primary motivations behind a 
lot of these major infrastructure projects, whether they are com-
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mercially viable or not, whether they have a very strong strategic 
rationale or not. 

You are right. I mean, in many of these cases, especially, for ex-
ample, the La Union port in El Salvador is a perfect example 
where it is not a commercially viable project and would very much 
seem to be of interest to China for strategic reasons. 

So how does one compete with that, especially when it is of inter-
est to whatever government in power and there may be kickbacks 
involved and China’s speed involved and something to announce to 
an electorate, perhaps, in advance of the next presidential election? 
It is a very, very challenging thing to do. 

What can the U.S. do in this particular instance? I mean, we can 
work probably not necessarily in El Salvador, but in a lot of coun-
tries, too, on capacity building, on ensuring accountability, on en-
suring transparency and procurement processes, on making sure 
that all—there is, as we say, a more even playing field and a lot 
of this work is being done by State right now. I think it needs to 
be amplified considerably. 

We also need to work with media to absolutely highlight those 
instances of projects gone wrong—Chinese projects gone wrong be-
cause of corruption. These are not well understood. They sometimes 
just fall off the radar when they are in a period of protracted stasis 
or are canceled altogether and few understand why, and a lot of 
that is related to corruption or a failure to have a fully transparent 
procurement process. 

That needs to be well understood as well through media articles 
and reports that are published in Spanish or Portuguese. Also 
being there, in many cases, not just for unviable commercial—from 
a commercial perspective—projects, but viable ones. China is still 
the only company—Chinese companies are the still the only ones 
in the room, the only ones submitting bids or submitting bids that 
are competitive. It is a matter of also being at the table. 

There are a number of things, I think, ongoing that we can do 
and then, perhaps, enhance to better our position in this particular 
respect without copying China’s problematic model. 

Senator RUBIO. Mr. Ellis, let me ask you this in the brief time 
I have left. One of the things that is being talked about a lot these 
days is supply chains, and I think one of the things that Americans 
have learned through the pandemic is how dependent we are on 
things that are made halfway around the world and if there is a 
pandemic over there, they have to close factories, if containers get 
backed up. 

Frankly, in the future, if they decide to cut us off because we are 
in conflict with China, we do not get some of these essential prod-
ucts that range from things critical to our national security to com-
mercial products that people grew accustomed to and now are won-
dering why they cannot find. 

It strikes me that to the extent, obviously, I believe, that we 
want to bring some of that manufacturing capacity to the United 
States that is something that we should prioritize. 

There are, perhaps, some functions that will never be cost effec-
tive to do here because of where they are, but it strikes me that 
given the fact that so many of that—much of that is imported into 
North America, to the extent that those supply chains cannot be 
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in the United States, why can they not be in Honduras and Guate-
mala and other countries, in Haiti, in other—Dominican Republic— 
that would, certainly, benefit from this, and I think deals with a 
number of things, including economic opportunity, stems migration 
flow or the need to migrate, and so forth. 

What are the impediments standing in the way of supply chain 
capabilities moving, some of them at least, to this hemisphere 
where, theoretically, you have young populations that could fill 
those jobs much the way that Southeast Asia started to do 25, 30 
years ago? 

Dr. ELLIS. Senator Rubio, you make a very important point. Cer-
tainly, such decisions are generally in the hands of the private sec-
tor in terms of where to put their investment, and there are other 
options such as managing inventory to offset some of these great 
risks that we have seen in supply chains from the Pacific. Nonethe-
less, certainly, if you take a look at Mexico, with a relatively good 
infrastructure or at least transportation infrastructure, plus quali-
fied populations for work, and you see similar opportunities in Cen-
tral America and elsewhere, there is absolutely every reason to 
think that, through our trade policy and through encouraging of in-
vestment that we should be able to at least get a portion of that 
coming in the right direction and, in the process, help the region. 

Part of the difficulties have already come up today. On the one 
hand, you have, really, our two key bodies—Development Finance 
Corporation, which should be, I would argue, far more agile, and 
I would say that some of the restrictions that we have put on DFC 
have made it difficult for it, despite the very good progress that it 
has already made in increasing its portfolio. 

On the other hand, in my personal judgement, and as the com-
mittee has already brought up, there is also the issue of what can 
we do to better increase the capital or support the IADB, and, 
frankly, what can we do in other areas also to better work with our 
partners. 

It goes beyond just the economics, but it also goes to working 
with our partners on security collaboration and other issues, and 
also dialoguing more effectively with some of our partners who are 
shooting themselves in the foot. 

For example, Mexico should be one of our most important part-
ners for increasing that nearshoring and yet, at the same time, we 
have, unfortunately, an Administration there—Andres Manuel 
Lopez Obrador—who is doing everything possible to make his na-
tion’s electricity, including green electricity, more expensive and 
less viable, pushing up costs to produce in Mexico as an alter-
native. 

I would argue that there are a range of things that we need to 
do to bring about that nearshoring to the benefit of our hemisphere 
and for Americans. 

Thank you for the question, Senator. 
Senator KAINE. Thank you. 
Senator Hagerty. 
Senator HAGERTY. Thank you, Senator Kaine. 
I would like to thank Senator Rubio for raising that important 

strategic issue on supply chain nearshoring. I have traveled to 
Guatemala. There is a tremendous amount of interest there. 
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They have hired McKinsey there to help them figure out a strat-
egy for this. Our trade agreements, whether they be the USMCA 
that has a lot of potential, or old trade agreements that could be 
updated, present some opportunity, but also our development fi-
nance entities could do a lot more. 

I would like to turn my attention to something that Senator 
Menendez mentioned in the previous panel because I would like to 
follow up on it. 

I would like to highlight the points that you made, Dr. Ellis, be-
cause you went through a litany of areas where China is, basically, 
dominating in a region that is in this hemisphere, whether it is 
raw material access, dominating 5G, the rideshare market—I did 
not realize they taken over half of that in Latin America—the en-
ergy markets, the fact that Hikvision is taking over data collection 
there. 

This is our backyard. This is our hemisphere that we are talking 
about and China is, literally, eating our lunch. 

The thing that concerned me greatly in the last panel—I know 
that the two of you were not here—but we were being addressed 
by the Deputy Assistant Secretary for the Western—for Western 
Hemisphere Affairs for Public Diplomacy, Policy, Planning, and Co-
ordination. 

Yet, she could not tell me or tell this panel the metrics that 
should be used. She did not even know where the fentanyl was 
coming from that is coming across, the number-one killer of youth 
in our nation. The State Department is not measuring this. 

How do you hold somebody accountable? How do you hold a na-
tion accountable? How do you hold the Chinese Communist Party 
accountable for killing our youth when you do not know how much 
is coming across this border or why? 

She was unable to articulate a plan or comment on the key le-
vers that should be used in this policy planning. I am talking about 
the IADB, the DFC. We have got so many levers that should be 
brought together in the form of policy, planning, and coordination 
to have a comprehensive plan to address the very aggressive pos-
ture that China is taking in our own hemisphere. Yet, we do not 
have that plan. 

I think we, clearly, need to elevate this as a committee up the 
chain to get a plan from the State Department. They have the ti-
tles. They have the role on paper, but all we heard today was a so-
lution of perhaps raising media awareness of China’s behavior 
when it comes to illegal fishing. That is unacceptable. 

I appreciate the fact that you are highlighting the problem. It 
has become very clear to all of us, and I think we need to get more 
accountability from our own government entities from a coordina-
tion standpoint so we can better use these tools and where the 
tools are inadequate that will inform us on how to improve those 
tools. 

Thank you. 
Senator KAINE. Thank you, Senator Hagerty. 
Senator Hagerty, you would have—your comments really would 

have resonated with the Armed Services Committee hearing that 
we had last week with the director of SOUTHCOM, who just con-
tinually was very candid about being the most under-resourced and 
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the lowest priority AOR and that even in this area of drug trade 
we know so much more about where drugs are coming than we 
have the capacity to stop because they are under resourced when 
it comes to Coast Guard assets and others. 

I think this issue of—in this area that is so critical in the dollars, 
in where our diplomats go, in the attention that we pay in terms 
of hearings—we have had good attendance at this subcommittee 
hearing. We all have to up our game. I completely agree with you 
on that. 

I want to thank the witnesses for your testimony and for the fact 
that you have really focused on this issue for a very long time. We 
need you. 

If there are more questions for either of the panel of witnesses, 
the record for the hearing will remain open until the close of busi-
ness tomorrow, February 1, 2022. I would ask members to direct 
their questions by that time and I would ask the panelists to en-
sure that questions are answered promptly. 

Thanks again for participating in this hearing. 
To my colleagues, staff, and to our witnesses, the hearing is ad-

journed. 
[Whereupon, at 11:59 a.m., the hearing was adjourned.] 

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD 

RESPONSES OF MS. KERRI HANNAN TO QUESTIONS 
SUBMITTED BY SENATOR JAMES E. RISCH 

Question. Eight countries in Latin America and the Caribbean (out of 14 countries 
worldwide, including the Vatican) recognize Taiwan. Honduran President Xiomara 
Castro has pledged to keep relations with Taiwan for now, despite an earlier elec-
toral campaign pledge to establish relations with the CCP. 

What are the Administration’s efforts for the countries in the region to maintain 
their current diplomatic relations with Taiwan? 

Answer. As a fellow democracy, Taiwan serves as an essential partner in a region 
where most countries share our values. We support Taiwan’s diplomatic and unoffi-
cial relationships across the Western Hemisphere, including in Honduras. Together, 
we support good governance, transparent investments, and economic growth in the 
region with likeminded countries. The Administration—through our sustained com-
mitment to the Western Hemisphere—bolsters the region’s coalition of resilient de-
mocracies that champion our shared values. We work closely with our allies and 
partners to lend expertise and resources toward the region’s pandemic recovery, in-
cluding support for greater vaccine availability, high-standard infrastructure invest-
ment, and transparent economic development. 

Question. The CCP appears to be seeking to establish logistics and basing infra-
structure in the Western Hemisphere in order to project and sustain military power 
at greater distances. What is the Administration doing to highlight the negative in-
fluence this type of influence has in destabilizing the region? 

Answer. The United States and democratic Western Hemispheric countries share 
a close relationship based on shared values and interests. The PRC’s military en-
gagement with the Western Hemisphere remains limited but growing. We must 
maintain our edge in security and defense cooperation and sales to the hemisphere. 
We collaborate with this region in these critical sectors and voice U.S. concerns 
about the national security implications of undertaking sensitive cooperation or 
projects with the PRC. 

Question. Please explain the Western Hemisphere Bureau’s assessment of the im-
pact on illegal migration flows through Central America as a result of ending Title 
42 removal authority. 

Answer. In March 2020, the Centers for Disease Control and Prevention (CDC) 
invoked a section of Title 42 of the U.S. Code to address public health, not immigra-
tion, by requiring the immediate expulsion of non-citizen single adults and families 
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to protect Americans from the spread of COVID–19. Currently, a substantial propor-
tion of all non-citizens encountered at the Southwest Border are currently expelled 
pursuant to the Title 42 public health Order. The Department of State (DoS) will 
work with the Department of Homeland Security and other federal agencies to pre-
pare for the potential increase in irregular migration should the CDC lift its Title 
42 Public Health Order. DoS will continue to monitor ongoing migration movements 
throughout the Western Hemisphere by working closely with governments in the re-
gion on our shared responsibility to enhance collaborative efforts to strengthen hu-
mane migration management, provide protection to those who need it, and reduce 
irregular migration throughout the hemisphere. 

Question. Please explain your Bureau’s understanding of the links between illegal 
migration and illicit drug trafficking across Mexico and Central America. 

Answer. The Department continues to work with partner governments in Mexico 
and Central America to address the complex flows of illicit drugs in the region, in-
cluding across the U.S. southern border. We work with governments in the region 
to ensure law enforcement and messaging tools related to drug trafficking, as well 
as to human trafficking and migrant smuggling, remain relevant and responsive. 

Illicit drug trade and irregular migration are both symptoms of endemic corrup-
tion; one of the key factors our Root Causes Strategy seeks to address. We remain 
committed to working with partner governments throughout the Western Hemi-
sphere to address the root causes of irregular migration and forced displacement 
and to strengthen humane migration management systems in collaboration with 
governments, civil society, and international organizations in the region. 

Question. Please explain your Bureau’s assessment of the impact that ending Title 
42 would have on law enforcement efforts to combat drug smuggling across the U.S.- 
Mexico border. 

Answer. The Department works closely through our embassies in the Western 
Hemisphere to strengthen partner governments’ efforts to detect, intercede, and 
prosecute efforts to traffic drugs to the United States through our shared border 
with Mexico. U.S. efforts and cooperation with Mexican counterparts to combat drug 
smuggling across our shared border will continue to be a top priority. The ending 
of the Title 42 order will not affect our focus on the issue. 

Question. What actions is the Administration taking to meaningfully curb the flow 
of Chinese chemical precursors used to manufacture opioids in Mexico? 

Answer. We continue to work with a range of international partners and press 
the People’s Republic of China (PRC) at the highest levels to enhance oversight of 
its chemical industry, improve information sharing, strengthen customs enforce-
ment, and implement ‘‘know your customer’’ standards to restrict sales of narcotics- 
related precursor chemicals. In March, members of the United Nations Commission 
on Narcotic Drugs, including the PRC, voted to support a U.S. proposal to inter-
nationally schedule three fentanyl precursor chemicals and adopted a U.S.-spon-
sored resolution addressing the diversion of uncontrolled chemicals and designer 
precursors. The Department funds the International Narcotics Control Board’s 
(INCB) Databank on Precursor Chemicals, which supports real-time international 
law enforcement cooperation to prevent diversion and illicit manufacture of pre-
cursor chemicals and remains an important tool in helping meaningfully disrupt 
narcotics flows. 

Question. IDB President Claver-Carone has called for a capital increase as the 
IDB seeks to promote economic growth and good business practices to counter the 
malign influence of China in the Western Hemisphere. Does the Biden administra-
tion support a 10th general capital increase for the IDB? 

Answer. On March 28, the United States supported a resolution of the IDB Board 
of Governors to ‘‘reaffirm their commitment to the IDB Group and its continued crit-
ical role in promoting sustainable social and economic development and reducing 
poverty and inequality throughout Latin America and the Caribbean.’’ The United 
States expressed support for a renewed investment in IDB Invest, accompanied by 
operational and institutional reforms across the IDB Group, and greater ambition 
on climate to create a more effective and impactful IDB Group to assist the region 
in overcoming its challenges and seizing the opportunities that the 21st century pre-
sents. We look forward to receiving from IDB management a proposal for a new vi-
sion and business model for IDB Invest as mandated by the IDB Board of Gov-
ernors. 
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RESPONSES OF MR. PETER NATIELLO TO QUESTIONS 
SUBMITTED BY SENATOR JAMES E. RISCH 

Question. Currently 20 out of 33 countries in Latin America and the Caribbean 
have signed on to the CCP’s Belt and Road Initiative. What specific actions is the 
Administration taking to highlight the consequences of the CCP’s non-transparent 
and coercive economic, financial, and lending practices in order to counter its nega-
tive influence in the region? 

Answer. In Latin America and the Caribbean, USAID is using Countering Chi-
nese Influence Fund (CCIF) resources to combat malign Chinese influence and pro-
mote transparency and accountability in projects associated with the People’s Re-
public of China’s debt-trap diplomacy and the Belt and Road Initiative. For example, 
the ‘‘Promoting Security and Freedom of Expression for Media Activity,’’ imple-
mented by the International Center for Journalists, is being implemented in the re-
gion to highlight the consequences of the CCP’s non-transparent and coercive eco-
nomic, financial, and lending practices by providing a safe space for journalists 
when controls on media tighten and governments monopolize information. The ‘‘Pro-
moting Security and Freedom of Expression for Media Activity’’ intends to achieve 
that by 1) development of online secure platforms for investigative journalists in 
Latin America to promote safe online collaboration and cross-border investigation; 
2) empowerment of investigative journalists with the skills and tools they need to 
improve the quality of investigations, work safely and securely, and be more effec-
tive in a multimedia environment including by highlighting non-transparent and en-
vironmentally unsound investments by the PRC; and 3) creation of a regional clear-
inghouse for investigative journalism, linking national investigative journalism cen-
ters into a powerful regional voice for journalists. 

Additionally, through regional activities such as the Communities Resilient to 
Disinformation Building Local Engagement (CREDIBLE) Activity, USAID is work-
ing to increase digital and media literacy among youth and other target populations 
and rebuild the relationship between youth and their local communities with local 
media to strengthen civic culture, inform political processes, and build resilience 
against disinformation and misinformation. By building the capacity of investigative 
journalists, a free media, youth, and civil society, communities and governments can 
shed light on the most damaging effects of the PRC’s actions. 

USAID programs in Ecuador, Mexico, Honduras, and others are working with 
partner governments, civil society organizations and the private sector to strengthen 
public financial management systems and procurement practices, as well as put in 
place effective business regulations to ensure that these types of transactions are 
more fair, competitive, and transparent from the outset. Additionally, fair and 
transparent procurements receive a stronger response from U.S. companies, ena-
bling greater U.S. private investment in the region. 

RESPONSES OF MR. ANDREW HERSCOWITZ TO QUESTIONS 
SUBMITTED BY SENATOR JAMES E. RISCH 

Question. What is the Administration doing in order to bring about more near 
sharing opportunities in the Western Hemisphere region in order to counter the ef-
fects of supply side issues resulting from Chinese production? 

Answer. DFC continues to meet with governments and private companies from 
Latin America and the Caribbean, including from those countries involved in the Al-
liance for Democracy and Development, to identify opportunities to support manu-
facturing and diversification of the global supply chain. It should be noted, however, 
that the BUILD Act restricts DFC from providing support to transactions that could 
have a significant adverse effect on U.S. employment. DFC supports projects that 
help make Latin America and the Caribbean a more attractive location for U.S. 
companies to invest, which indirectly supports objectives of increasing manufac-
turing capacity of Western Hemisphere counties. For example, DFC is working to 
expand access to critical infrastructure, such as roads that connect goods to markets 
and energy projects that lower costs and increase the competitiveness of companies. 
In addition, DFC is supporting micro-, small-, and medium-sized enterprises 
(MSMEs) growth as they are the primary driver of jobs in the region. 
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RESPONSES OF MS. KERRI HANNAN TO QUESTIONS 
SUBMITTED BY SENATOR MARCO RUBIO 

Question. In February, I introduced the Western Hemisphere Security Strategy Act 
with Senators Menendez and Cassidy to address the growing frequency of attempts 
by bad actors, including the Chinese Communist Party, to influence the Western 
Hemisphere. The bill requires the Secretaries of State and Defense to develop a 
multiyear strategy to enhance diplomatic engagement, security assistance and mili-
tary-to-military cooperation with the countries of Latin America and the Caribbean, 
consistent with SOUTHCOM Commander General Laura Richardson’s statements 
pointing out the growing disparity in capabilities of SOUTHCOM with adversarial 
states in the region. 

Is the State Department supportive of this legislation? 
Answer. The Department continues to review this legislation. We agree on the im-

portant role our military-to-military cooperation with the countries of Latin America 
and the Caribbean plays in supporting our shared priorities in combating problem-
atic influence in the region. We collaborate closely with the Department of Defense 
and SOUTHCOM on effective responses to these ongoing attempts to influence the 
Western Hemisphere. We look forward to working with Congress on our joint prior-
ities. 

Question. Can you tell me what the State Department’s plan is for ensuring that 
the United States and our allies are able to address growing PLA presence and mili-
tary capabilities in the region? 

Answer. The United States and democratic Western Hemispheric countries share 
a close relationship based on shared values and interests. The PRC’s military en-
gagement with the Western Hemisphere remains limited but growing. We must 
maintain our edge in security and defense cooperation and sales to the hemisphere. 
We collaborate with this region in these critical sectors and voice U.S. concerns 
about the national security implications of undertaking sensitive cooperation or 
projects with the PRC. 

Question. As I mentioned in the hearing, the National Defense Authorization Act 
for fiscal year 2022 required the State Department to report to Congress, by June 
2022, on efforts by China to expand its presence and influence in Latin America and 
the Caribbean. 

What is the status of that report and when it will be completed? 
Answer. We continue to work on the report ahead of the June 2022 requested 

deadline. 
Question. In your view, how do countries in Latin America and the Caribbean 

view China’s economic engagement, specifically though BRI in the region? 
Answer. We understand the People’s Republic of China (PRC) has increased its 

presence in the region over the last decade and recognize countries consider the 
PRC a significant trade and investment partner. The PRC remains the top trade 
partner for Brazil, Chile, Peru, and Uruguay and is second, after the United States, 
for several other countries. PRC-based companies have invested, and development 
banks have provided loans, to help develop energy, mining, and other infrastructure 
sectors in the region. PRC practices show that Belt and Road Initiative (BRI) 
projects may not end up being good deals for host countries. PRC firms often con-
spire with corrupt officials to win contracts, and they exploit governments with pre-
carious finances, aggravated by the pandemic, by offering lower-cost technology and 
state-backed financing. 

Question. From the Department’s outreach, can you describe which countries have 
expressed concerns with their existing BRI agreements with the PRC? 

Answer. We engage closely with partners in the region to discuss concerns when 
PRC companies do not adhere to international best practices for environmental, 
labor, and safety standards. However, we respect the sovereign right of each nation 
to make choices about its domestic plans and we do not oppose PRC engagement 
and investment throughout the region. We will continue to echo the long-standing 
calls from capitals in the region that PRC actions must respect local laws and inter-
ests, particularly regarding the human rights of all people, including workers, and 
protections for the environment. We will also continue apprising countries of the 
risks associated with untrusted vendor investment in critical infrastructure and sen-
sitive sectors. 

Question. What assistance and support has the Biden administration provided to 
countries that are concerned with their existing Belt and Road agreements? 
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Answer. The United States seeks to advance our positive economic agenda for the 
Western Hemisphere, including through supporting high-quality investment in in-
frastructure that meets international standards and economic development that cre-
ates jobs essential for regional pandemic recovery. The Department continues to 
work with government counterparts and share resources and expertise that support 
a safe and equitable COVID–19 response, entrepreneurship, and sustainable infra-
structure. With likeminded partners and allies, we offer higher-standard, trans-
parently procured and governed infrastructure investment alternatives that uphold 
labor, environmental, and social safeguards and foster inclusive growth in line with 
international best practices, including through initiatives like Build Back Better 
World and the Deal Teams Initiative. We raise concerns and distinguish ourselves 
from risky PRC critical infrastructure projects and investments. We advocate for a 
level playing field for all investors. As part of this undertaking, we consistently ad-
vocate for our partners to conduct due diligence on public projects and advise our 
partners about the risks of opaque PRC investment. We also advise countries on a 
range of issues related to building sustainable and secure digital ecosystems, includ-
ing 5G spectrum allocation/auction approaches, procurement policies incorporating 
lifecycle cost and trust considerations, and investment screening mechanisms ensur-
ing new technologies do not jeopardize security. 

Question. Could a capital increase for the IDB help support infrastructure devel-
opment in the region and support strategic competition with China? 

Answer. The IDB is a vital source of development finance, and we support its role 
as a high-quality alternative to unsustainable borrowing from the PRC and other 
creditors. 

Question. What is the Administration’s current position on an IDB capital in-
crease? 

Answer. On March 28, the United States supported a resolution of the IDB Board 
of Governors to ‘‘reaffirm their commitment to the IDB Group and its continued crit-
ical role in promoting sustainable social and economic development and reducing 
poverty and inequality throughout Latin America and the Caribbean.’’ The United 
States expressed support for a renewed investment in IDB Invest. We look forward 
to receiving from IDB management a proposal for a new vision and business model 
for IDB Invest as mandated by the IDB Board of Governors. 

Question. The People’s Republic of China has passed several laws that explicitly 
require Chinese companies to hand over any data they have to the Chinese Com-
munist Party and its security services on demand. There’s no limit to the data that 
is shared and can include personal information, spending habits, even genetic infor-
mation. Earlier this week, Senator Young and I sent a letter to Secretary Blinken 
raising concerns about these laws and their implications for American diplomats 
and service members that may use Didi Chuxing, a Chinese ride-hailing service. 
Didi plans to expand to countries in the Western Hemisphere. 

Has the State Department warned staff that detailed information about their 
commutes, trips and location could be shared real time with PRC intelligence serv-
ices should they use Didi or other digital services provided by Chinese companies? 

Answer. Mandatory pre-deployment training provides State Department staff with 
awareness of the PRC’s overwhelming and pervasive electronic and physical surveil-
lance of residents, both PRC nationals and foreigners. We ensure State Department 
staff are warned that the PRC captures vast troves of personal information and 
spending habits via the application processes for mandatory bank and cell phone ac-
counts, as well its extensive visa application process, for example. Mission China 
staff receive in-depth personal security briefings on arrival to China. 

Question. Is the State Department prohibiting staff from using these services 
given the danger they pose to their security? 

Answer. The State Department does not prohibit staff from using the Didi app, 
or other apps like WeChat, which are similarly intrusive and pervasive. The Health 
Code app, for example, enables the PRC Government to identify users who have 
been potentially exposed to COVID–19 and issues QR codes that enable a user to 
travel to and within China. Because Health Code is mandatory and embedded with-
in WeChat, prohibiting U.S. diplomats from using certain apps, would, in some 
cases, make it impossible for them to serve in China. Other apps requiring extensive 
registration information are used for school-related programs, ordering goods, and 
food delivery, for example. The Department continuously assesses all potential ac-
tions to mitigate against threats to the safety of U.S. diplomats and disruptions to 
U.S. diplomatic operations in the PRC and around the world. 
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Question. Has the State Department incorporated information about this danger 
into travel information it provides to American citizens traveling to countries where 
Didi operates? 

Answer. The State Department’s April 11, 2022 Travel Advisory for China cau-
tions that PRC security personnel carefully watch foreign visitors and may place 
U.S. citizens under surveillance, including in cars and taxis, which ‘‘may be mon-
itored onsite or remotely.’’ Travel advisories for other countries, including those 
where Didi operates, do not provide information on digital services provided by PRC 
companies. 

RESPONSES OF MR. ANDREW HERSCOWITZ TO QUESTIONS 
SUBMITTED BY SENATOR MARCO RUBIO 

Question. How much funding did the DFC invest in Latin American and Carib-
bean countries throughout 2021? 

Answer. DFC committed $2 billion across 31 transactions in Fiscal Year (FY) 
2021. DFC committed $2.2 billion across 22 transactions so far in FY 2022. 

Question. In which countries did the DFC make those investments 
Answer. In FY 2021, DFC committed support to transactions in Brazil, Belize, Ec-

uador, El Salvador, Paraguay, Guatemala, Colombia, Argentina, Mexico, Costa Rica, 
Peru, Jamaica, and Suriname. In addition, DFC committed support to two regional 
transactions whose scope was not limited to one country. 

Question. How much is the DFC planning to invest in Latin America and the Car-
ibbean in 2022 and for 2023? 

Answer. DFC has a pipeline of 36 projects that have either a high or medium 
probability of execution in FY 2022. High or medium probability is defined as great-
er than 50 percent. The potential value of DFC support for such transactions in FY 
2022 exceeds $1 billion. 

Question. Can you provide examples of which countries you are projecting to in-
vest in 2022 and 2023? 

Answer. DFC’s pipeline of projects with high or medium probability of execution 
in FY 2022 are located in El Salvador, Honduras, Brazil, Colombia, Dominican Re-
public, Ecuador, Guatemala, Guyana, Mexico, Paraguay, and Peru. 

Question. Do these projections take into account the need to provide countries 
with alternatives to BRI financing? 

Answer. Yes. Providing alternatives to financing provided by the People’s Republic 
of China is an important consideration for DFC as it develops its pipeline of trans-
actions in the region. 

Question. As I said in the hearing, the People’s Republic of China is prioritizing 
strategic investments in national infrastructure projects in countries that are barred 
for DFC investment by the high and upper-middle-income restrictions in the 2018 
BUILD Act. 

If DFC is not able to finance projects in those countries as an alternative to BRI 
lending, should the U.S. should aim to provide alternative financing through the 
Inter-American Development Bank (IDB), which does not have these same restric-
tions? 

Answer. The Inter-American Development Bank (IDB) Group is a DFC partner. 
In 2019, DFC signed a memorandum of understanding (MOU) with the Group’s pri-
vate sector arm to enhance collaboration in Latin America and the Caribbean with 
a goal of jointly catalyzing up to $10 billion of investment in the region’s develop-
ment. We will continue working with the IDB Group to identify developmental 
transactions in the region. Questions regarding U.S. participation in international 
financial institutions like the IDB are best answered by the U.S. Department of the 
Treasury. As an example, we worked jointly with the IDB Invest and FinDev Can-
ada on structuring a DFC transaction to provide subordinated loans in the amount 
of $390 million to Banco Davivienda S.A. (Davivienda). The operation, with a tenor 
of up to 10 years, will strengthen Davivienda’s equity position and support its 
growth, including in their SME portfolio which is one of their priority segments. 
These loans funding will be used to provide new working capital, investment capital 
and fixed assets to Davivienda’s customers in the small and medium enterprises 
(SME) and women’s SME portfolios, which have been affected by the current health 
and economic crisis due to the global pandemic. DFC’s provided $250 million out of 
the $390 million. 
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Question. Would another capital increase for the IDB complement DFC’s programs 
to support investment in development projects across the Western Hemisphere? 

Answer. Questions regarding U.S. participation in international financial institu-
tions like the IDB are best answered by the U.S. Department of the Treasury. 

Question. What efforts has DFC made to refer and recommend to the IDB poten-
tial investment projects in places where the DFC cannot invest? 

Answer. DFC is implementing the 2019 MOU with IDB Invest to enhance collabo-
ration in Latin America and the Caribbean with a goal of jointly catalyzing up to 
$10 billion of investment in the region’s development. DFC teams are in regular 
contact with the U.S. Executive Director and U.S. counselors at the IDB. 

Question. Is there recurring interaction on this front, or would you describe it as 
more ad hoc? 

Answer. DFC’s work with IDB is regular and recurring. DFC and IDB teams meet 
quarterly to discuss pipeline and opportunities to collaborate. 

Question. Yesterday, reporting indicated that President Biden is seeking to invoke 
the Defense Production Act to encourage domestic production of critical minerals for 
electric-vehicles and batteries needed for the renewable energy industry. While I am 
a firm advocate of making more products in the United States and revitalizing our 
domestic industry, Latin America also has a part to play in this field. The majority 
of lithium used in American battery manufacturing comes from Chile, Argentina 
and other countries in the region. We can benefit both our economy and strengthen 
economic ties with Latin America by encouraging more mining projects in these 
countries. 

What can you tell me of DFC’s efforts to date to support the development of the 
mining of critical minerals in Latin America? 

Answer. DFC shares your goal of supporting diverse supply chains for critical 
minerals and is sourcing transactions in the mining sector that advance this objec-
tive. One example of a project that DFC supported is a $25 million investment in 
TechMet Limited, a technology metals company, to increase its investment in Bra-
zilian Nickel, PLC (Brazil Nickel) which owns a cobalt and nickel project in North-
eastern Brazil. Brazilian Nickel produces critical minerals specifically for lithium- 
ion batteries. DFC’s $25 million investment is being utilized for the development of 
the first phase of commercial production, creating jobs in one of the country’s most 
underdeveloped regions. This project will play a role in securing supply chains for 
minerals that are critical for clean energy technologies. It will comply with DFC’s 
high Environmental, Social and Governance (ESG) standards, and the production 
process used will require lower upfront capital expenditures than traditional proc-
esses. DFC will explore opportunities to support transactions that similarly support 
the mining of critical minerals in Latin America. 

Question. How is the DFC supporting other nearshoring initiatives in the Western 
Hemisphere? 

Answer. DFC continues to meet with governments and private companies from 
Latin America and the Caribbean, including from those countries involved in the Al-
liance for Democracy and Development, to identify opportunities to support manu-
facturing and diversification of global supply chains. It should be noted, however, 
that the BUILD Act restricts DFC from providing support to transactions that could 
have a significant adverse effect on U.S. employment. DFC supports projects that 
help make Latin America and the Caribbean a more attractive location for U.S. 
companies to invest, which indirectly supports objectives of increasing manufac-
turing capacity of Western Hemisphere counties. For example, DFC is working to 
expand access to critical infrastructure, such as roads that connect goods to markets 
and energy projects that lower costs and increase the competitiveness of companies. 
In addition, DFC is supporting micro-, small-, and medium-sized enterprises 
(MSMEs) growth as they are the primary driver of jobs in the region. 

RESPONSES OF MS. KERRI HANNAN TO QUESTIONS 
SUBMITTED BY SENATOR BILL HAGERTY 

Question. Deputy Assistant Secretary Hannan, what percentage of drugs entering 
the United States from Mexico include fentanyl ultimately originating in China, in-
cluding consideration of the precursors and components used to make it? What is 
the strategy to hold China accountable for the flow of fentanyl coming into the 
United States through Mexico? What entities is State Department partnering with 
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to address fentanyl and its precursors in Mexico that ultimately flow into the 
United States? 

Answer. It remains difficult to accurately pinpoint the sources of all precursor 
chemicals used to manufacture synthetic drugs trafficked into the United States. 
Some chemicals are not scheduled and thus, legal to sell and ship. Illicit actors hide 
their activity by routing chemicals through other countries and companies and 
fraudulently mislabeling shipments to hide chemical identities. Further compli-
cating this situation is the ease with which illicit drug manufacturers can utilize 
multiple synthetic pathways and alternative unscheduled chemicals to avoid regula-
tions. We refer you to the Drug Enforcement Administration and Customs and Bor-
der Protection for the most authoritative seizure and trafficking data. 

The Department of State continues to press the People’s Republic of China (PRC) 
at the highest levels to enhance oversight of its chemical industry and to expand 
information sharing, strengthen customs enforcement, and implement ‘‘know your 
customer’’ standards to restrict sales of narcotics-related precursor chemicals. We 
are actively working with international partners such as Mexico, Canada, India, the 
Netherlands, Australia, the Republic of Korea, and others in Europe to improve 
international cooperation. We have successfully worked at the United Nations Com-
mission on Narcotic Drugs, with support from the PRC, to internationally control 
fentanyl precursor chemicals. 

In Mexico, we partner through the U.S.-Mexico Bicentennial Framework for Secu-
rity, Public Health, and Safe Communities to reduce diversion of precursor chemi-
cals and curb production of synthetic drugs, including with the Mexican Navy, 
Army, Customs Agency, Federal Attorney General’s Office, Foreign Ministry, Secre-
tariat for Public Security and Citizen Protection, the Federal Commission for Protec-
tion against Sanitary Risks, the National Commission Against Addictions, the Fi-
nancial Intelligence Unit, and state-level law enforcement and justice institutions. 

RESPONSES OF MR. ANDREW HERSCOWITZ TO QUESTIONS 
SUBMITTED BY SENATOR BILL HAGERTY 

Question. How is DFC specifically enabling opportunity for American fossil fuel, 
nuclear, and mining industries and preventing projects in countries in Latin Amer-
ica and the Caribbean from falling into the arms of adversaries, with far more nega-
tive environmental impact? 

Answer. Gas-fired and nuclear electric generation have the potential to increase 
access to healthcare, markets, and other basic services. In the Latin America and 
Caribbean region, more than 20 million people are without electricity access and 
more than 80 million people rely on firewood and charcoal for cooking. 

DFC will consider highly strategic or highly developmental energy projects that 
would greatly support economic growth in the poorest countries and advance U.S. 
national security interests. 

In line with the Biden administration’s energy and climate policies, DFC is open 
to supporting nuclear energy technology projects. We recognize that nuclear power 
provides the promise of zero emission baseload generation at scale. Because of the 
extremely high costs of conventional nuclear power, however, DFC’s financing tools 
are limited in this area. We are particularly interested in pursuing opportunities to 
support innovation in the nuclear space, such as small modular reactor (SMR) tech-
nology, or other small and modular installations that can be completed in lower-cost 
and more expeditious staging. 

DFC shares your goal of supporting diverse supply chains for critical minerals and 
is sourcing transactions in the mining sector that advance this objective. One exam-
ple of a project that DFC supported is a $25 million investment in TechMet Limited 
for its downstream investment in Brazilian Nickel, PLC (Brazil Nickel) that will 
support the expansion of Brazil Nickel’s cobalt and nickel mine in Northeastern 
Brazil to produce products specifically for lithium-ion batteries. This project will 
play a role in securing supply chains for minerals that are critical for clean energy 
technologies. DFC will explore opportunities to support transactions that similarly 
support the mining of critical minerals in Latin America. 

Question. What are some of DFC’s key efforts to help bring supply chains back 
to this hemisphere and away from China? 

Answer. DFC continues to meet with governments and private companies from 
Latin America and the Caribbean, including from those countries involved in the Al-
liance for Democracy and Development, to identify opportunities to support manu-
facturing and diversification of the global supply chain. It should be noted, however, 
that the BUILD Act restricts DFC from providing support to transactions that could 
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adversely affect U.S. employment. DFC supports projects that help make Latin 
America and the Caribbean a more attractive location for U.S. companies to invest, 
which indirectly supports objectives of increasing manufacturing capacity of West-
ern Hemisphere counties. For example, DFC is working to expand access to critical 
infrastructure, such as roads that connect goods to markets and energy projects that 
lower costs and increase the competitiveness of companies. In addition, DFC is sup-
porting micro-, small-, and medium-sized enterprises (MSMEs) growth as they are 
the primary driver of jobs in the region. 

Question. What more can Congress do to help DFC boost American enterprise in 
this hemisphere and simultaneously in our competition with China? 

Answer. We are greatly appreciative of the work that Congress has already done 
to allow DFC to provide a values-driven and high-quality alternative to investment 
by the People’s Republic of China. Thanks to the robust appropriation that Congress 
provided to DFC in FY 2022, we are ramping up our efforts to drive new private 
project investments. We would appreciate Congress’ careful consideration of the 
President’s FY 2023 Budget Request, which would provide sufficient appropriations 
to DFC to allow it to further develop its portfolio, place staff overseas in the Latin 
America and Caribbean region, and make impactful investments across the region. 

Æ 
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