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Beijing's aid in the Pacific is all about Taipei, contends Fergus Hanson

SINCE it grabbed the media's attention, China's growing aid program in the Pacific has been raising eyebrows. Why is a country that received $US1.76 billion in aid in 2005 giving so much to the tiny and strategically marginal Pacific islands?

There's no point asking the Chinese: they regard their aid program as a state secret and this just feeds the suspicion.

Hawks would have you believe China is implementing a nefarious grand strategy in Australia's back yard. Some commentators have speculated China is interested in setting up missile bases on Pacific islands that it could use in a conflict with the US. Others think Beijing is only after the Pacific's natural resources or cheap votes in international organisations.

These theories don't stack up. It makes no sense for China to set up missile bases on Pacific islands. In an asymmetrical military confrontation with the US, island bases would make easy targets.

As for resources, the Pacific has few. Fish stocks are an obvious exception, as are the minerals and timber of Papua New Guinea, but these are also coveted by others and therefore subject to competition. As for votes, Australia is by far the largest donor in the region ($US559 million in 2006-07) and we can't even convince the Pacific's most aid-dependent nations to support our positions in international forums.

A Lowy Institute policy brief to be launched today suggests China's pledged aid to the Pacific was more than $US290 million in 2007.

On the face of it, that could make China the region's second largest donor after Australia.

However, a big chunk of this is made up of subsidised loans that have to be repaid and that take several years to be disbursed.

A more reasonable annual estimate is $US100 million ($105.5 million) to $US150 million. While aid on this level would still make China a substantial Pacific donor -- comparable with Japan, New Zealand and the European Union -- its significance should not be exaggerated.

Even in its immediate neighbourhood, China is still some way from being a leading aid player. Try to recall its response to the 2004 tsunami or the recent cyclone in Burma. If no figures jump to mind, it is no surprise: China's responses were negligible.

So why is a country that has almost 500 million people living on less than $US2 a day running an aid program in the Pacific? The short answer is to stop Pacific states recognising Taiwan. Maintaining a substantial aid program has become the cost of winning back states that recognise Taiwan and preventing others from switching sides.

This distinguishes China's aid program in the Pacific from Africa and Latin America, where its aid is focused on building trade, expanding opportunities for Chinese businesses and securing access to resources.

The destabilising effects of China's diplomatic competition with Taiwan have been well documented. This unhelpful ``dollar diplomacy'' undermines difficult and expensive Australian reconstruction efforts in places such as Solomon Islands.

Lack of transparency risks jeopardising the development efforts of Australia and other donors. Moreover, China's aid is primarily targeted at infrastructure; while the Pacific needs critical infrastructure, Chinese-funded projects do not always target priority needs. They can have high maintenance costs and be poorly designed for local conditions and would be more usefully delivered in co-ordination with other donors.

Despite these concerns, knowing more about Chinese aid in the Pacific should help us develop a more considered Australian response to China's engagement based on three premises: China is an important donor in the Pacific and looks set to remain engaged; it has an interest in the region's stability; and it is unlikely to threaten Australia's leading role in Melanesia. There are significant problems with the way China manages its aid program, but its engagement in the region is more an opportunity than a threat.

Fergus Hanson is a research associate at the Lowy Institute for International Policy.



