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1China in Oceania

The 2006 China-Pacific Islands summit in Fiji underscored Beijing’s height-
ened interest in Oceania. China in Oceania explores some strategic, political,
and economic dimensions of this new era in regional affairs. It challenges the
disingenuous threat discourse pervading the existing literature on the topic, and
argues that China’s rise offers Pacific Island states opportunities not available
under established structures of power and influence.    

The island states of Oceania play a small but increasingly significant role
in China’s foreign policy. Beijing’s continuing emphasis on economic growth,
not least to counter widespread internal unrest, drives a global search for raw
materials and markets. In recent years, economic considerations have tended to
dominate global decision-making despite Beijing’s strategic interest in counter-
ing U.S. containment efforts, blocking Japan’s aspirations for an enhanced
international role, and isolating Taiwan.

China has a growing interest in the resources of the region, particularly
natural gas and minerals in Papua New Guinea. However, China’s primary
objective is to gain the support of island states on a range of political issues,
most notably its ongoing efforts to isolate Taiwan. Taiwan is relatively success-
ful in Oceania, claiming the support of six island states, but is unlikely to be
able to sustain its aid-based efforts in the face of China’s superior resources.
Meanwhile the two Chinas’ rivalry attracts much critical attention from
observers. Although China and the Western powers previously shared an interest
in excluding the Soviet Union from Oceania, today the strategic environment
is increasingly influenced by tensions between them.  

Many writers argue that China poses a credible threat to U.S. interests in
Oceania. However, China does not appear to be setting itself up to challenge
the status quo in global politics or to assume a leadership role in Oceania. Even
if it were, it is not clear how the island states feature in Beijing’s strategic plan-
ning since none lie close to important trans-Pacific commercial or military sea
routes. China has not attempted to establish port facilities or military bases
anywhere in the vast reaches of Oceania.

Executive Summary
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There is little evidence to support the notion that China has gained influ-
ence by exploiting regional vulnerabilities, or that its activities have encouraged
corruption and instability in Oceania. The Pacific Islands region compares well
with other parts of the developing world on measures of corruption, and the
argument that island states are somehow “cheap to buy” does not bear close
scrutiny. Aid money from Taiwan, not China, has been significant in the inter-
nal politics of crisis-torn Solomon Islands. Although China-Taiwan competition
was a major issue in the domestic politics of Kiribati in 2003, this political
entity remains one of the most stable in the region. The new government
demonstrated its strength when it terminated the relationship with Beijing,
despite the supposed strategic significance of China’s satellite tracking facility
on Tarawa.

Local resentment against new Chinese migrants to Oceania has little to do
with China’s foreign policy, and may actually complicate Beijing’s attempts to
build regional alliances. Although the early record with labor practices at the
Ramu Nickel project in Papua New Guinea is not reassuring, it remains to be
seen whether large-scale Chinese resource ventures will fare any worse with
landowner and environmental issues than their Western counterparts have in
places like Bougainville and Ok Tedi.

It is unlikely that U.S. neglect or preoccupation with other parts of the
world have made Oceania vulnerable to China’s increased influence. Washing-
ton continues to loom large in Micronesia, while its post–World War II pres-
ence south of the equator was never particularly robust. Any strategic vacuum
created by program cutbacks since the end of the Cold War has been filled by
the increased activities of allied powers such as Australia, New Zealand, France,
Japan, and the European Union. If anything, China’s increasing influence in
Oceania owes more to Western involvement than to Western neglect. Recent
aid-leveraged efforts to impose comprehensive neo-liberal economic and polit-
ical reforms have caused resentment among island leaders. It is perhaps under-
standable that China’s alternative development message, emphasizing peaceful
coexistence, equality, respect for the social systems and sovereignty of island
countries, and promising untied aid has been warmly received. Nevertheless,
skeptical island leaders may wonder about China’s growing domestic discon-
tent, its dubious track record on key issues like global warming and fisheries
management, and its lack of commitment to democratic institutions.

Oceania’s recent experience with China largely parallels that of the
Caribbean Islands. As in Oceania, Beijing’s heightened regional profile has been
generally welcomed by local leaders but regarded with suspicion by Western
commentators protective of an area long regarded as America’s backyard.
However, there is no indication that Western neglect has facilitated China’s rise
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in the hemisphere, nor that Beijing intends to challenge U.S. leadership in the
region. As in the Pacific, China’s economic impact is uneven, with trade and
investment concentrated in places that can supply raw materials. The emphasis
on a narrow range of primary exports may inhibit economic diversification,
and countries with labor-intensive manufacturing industries are finding it diffi-
cult to compete with Chinese products in affluent markets.

There is no evidence that China has singled out Oceania for special atten-
tion. Most of Beijing’s recent activities in the region can be explained by a gen-
eral appetite for trade and natural resources, as well as a more pointed interest
in garnering political support in multilateral institutions. Although China’s rise
disturbs a situation where a small number of allied powers exercise an enor-
mous amount of regional influence, all of these regional actors have growing
economic entanglements with China—and compelling reasons to avoid con-
frontation. Beijing stands apart from this consortium of donors, offering sup-
port but asking little beyond recognition of the one China policy. The Western
powers have no option but to accept that, barring significant setbacks, China
is in Oceania to stay. They can do little but urge Beijing to play by the rules
they have established and enforced for decades. It may be the allied powers
rather than China that ultimately have to compromise. 

Much of the debate surrounding China’s rise in Oceania invokes the wel-
fare and interests of island communities. But choices about development objec-
tives, or how to achieve them, should be made by those most invested in the
outcome—islanders themselves. At least for the moment, China appears to
broaden the menu of options for island states, whose leaders are well accustomed
to operating in a world controlled by great powers.

 



Te r e n c e  W e s l e y - S m i t h4



5China in Oceania

China in Oceania
New Forces in Pacific Politics

A New Page in Regional History

In January 2007 Fiji coup leader and self-appointed Prime Minister Frank
Bainimarama announced he would send senior officials to China to discuss
enhanced relations. He did so in the face of sanctions imposed by Australia, New
Zealand, and the United States, Fiji’s traditional aid and security partners
(International Herald Tribune 2007). Ironically, Commodore Bainimarama’s
actions echoed the sentiments of the man he deposed in the military takeover. In
April 2006 Prime Minister Laisenia Qarase described a meeting between island
leaders and Chinese Premier Wen Jiabao as marking a “new page in regional his-
tory.” China, he argued, “defines a new and compelling reality, politically and
economically” for the island countries (Qarase 2006). This paper explores some
strategic, political, and economic dimensions of this new regional reality. It
challenges the sometimes disingenuous threat discourse pervading the existing
literature on the topic, and argues that China’s rise offers Pacific Island states
opportunities not available under established structures of power and influence.

China’s heightened profile has not been greeted enthusiastically by other
powers active in Oceania. Japan’s unease is clear, and a substantial increase in
aid announced in May 2006 seemed intended to counter Beijing’s growing
sway in the region (Associated Press 2006). Other actors appear ambivalent. In
language reminiscent of the Cold War, U. S. officials talk about the crucial need
to keep island states “firmly on our side,” although it is not clear who is con-
sidered opposed (Davies 2007). New Zealand Minister for Defense and Pacific
Islands Affairs Phil Goff described China’s presence as a “growing reality,” but
urged Beijing to work in partnership with other donors and “pay proper
heed to the interests of the Pacific” (Nadkarni 2006). Similarly, Australia is

An earlier version of this paper was presented at the conference “China in Oceania: Toward a New Regional

Order?” at Ritsumeikan Asia Pacific University in Beppu, Japan, March 26–27, 2007. Thanks to Peter

Larmour, Gerard Finin, Robert Kiste, and Raymond Burghardt for valuable comments on the draft.
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concerned about China’s role in the region, but reluctant to criticize an increas-
ingly significant trade partner. Some commentators are not so circumspect.
Political scientists John Henderson and Benjamin Reilly argue bluntly that
China is in the process of “incorporating the Pacific islands into its broader
quest to become a major Asia-Pacific power” at the expense of the United
States, Japan, and other Western allies (Henderson and Reilly 2003, 94). Susan
Windybank of The Centre for Independent Studies, an influential Australian
think tank, concurs, maintaining that Oceania may become a “testing ground
for China’s growing power, and ability to shore up allegiances in a region hitherto
considered an ‘American lake’” (Windybank 2005, 29).

This talk of changing configurations of power in Oceania reflects a larger
debate about the nature and implications of China’s increased global activism.
The nation’s recent economic transformation has been spectacular, making a
more prominent global role all but inevitable. It is less clear what China’s rise
means for the international system itself, and particularly for the unprece-
dented influence that America has enjoyed, especially since the collapse of the

Soviet Union. According to New York
University sociology professor Doug
Guthrie, the question is no longer whether
China will play a major role in the world.
Rather, “it is only a question of what role

China will play”—and how the United States responds to this challenge to its
global dominance (Guthrie 2006, 4). Some even predict a new Cold War, this
one fought out, not in Europe, but “among Pacific atolls that were last in the
news when the Marines stormed them in World War II” (Kaplan 2005).

This is not the first time that Pacific Island societies have faced the impo-
sitions and opportunities associated with great power competition. Strategic
rivalry between expanding European powers was an important dynamic in the
nineteenth century colonization of the islands, and both world wars had
destructive Pacific dimensions. Cold War tensions structured the process of
decolonization in the region, as well as the nature of post-colonial relations
between island states and metropolitan powers. Nor has the end of the Cold
War enhanced the autonomy of the small, aid-dependent states of Oceania.
Indeed, this has been an era of increased pressure from traditional allies, partic-
ularly Australia, to undertake extensive market-driven economic and political
reforms, initiatives that island leaders have sometimes regarded as intrusive, dis-
ruptive, and even hostile. It is perhaps not surprising that most island leaders—
including Commodore Bainimarama—have pragmatically welcomed the arrival
of what Time magazine (January 22, 2007) calls “The Chinese Century,” and
the new options it appears to present.

Some even predict a new Cold

War, this one fought out amidst

Pacific atolls
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China Goes Global

The internal transformation of the world’s most populous nation over the last
25 years has been dramatic indeed. Since 1979, when China’s leadership began
to implement radical reforms, the economy has expanded extremely rapidly.
GDP rose by an average of more than 10 percent per annum in the 1980s, and
by more than 12 percent per annum in the 1990s. China now has the fourth
largest economy in the world, although analysts argue that conventional meas-
ures grossly underestimate its relative strength and purchasing power (Guthrie
2006, 3–5). This economic surge is unprecedented in modern times, easily sur-
passing the growth performances of Japan and South Korea in the decades after
World War II (Fishman 2005, 12). Furthermore, it continues apace.

The social consequences of economic change have been profound for
China’s population of more than 1.3 billion. Existing political and legal insti-
tutions are rapidly giving way to new ones, and family networks and cultural
values have come under severe strain. Urban landscapes have been transformed
virtually overnight as millions of hopeful citizens head for booming cities and
coastal provinces in what may be the greatest rural exodus in human history.
China’s “floating population” of rural-to-urban migrants is now estimated to
exceed 100 million. Meanwhile, income and other inequalities are rising rapidly
across regions and economic sectors, and between rural and urban workers
(Guthrie 2006, 202–213).

The velocity and intensity of change in China has produced widespread
social unrest. Official statistics indicate dramatic annual increases in public
protests in recent decades, and National Defense University researcher Phillip
Saunders notes that in 2004 there were more than 74,000 “mass group inci-
dents” involving 3.7 million people (Tanner 2004, 138; Saunders 2006, 3). It
is beyond the scope of this paper to analyze these destabilizing trends in any
depth. However, it is worth noting that
many, including the Chinese leadership, see
internal instability as one of the greatest
challenges facing the country in the foresee-
able future. It is also worth noting that
political leaders seek to counter unrest
through continued economic growth. In 2003 outgoing Premier Zhu Rongji
argued that development was “the key to resolving all problems” facing China.
“We must,” he urged, “maintain a comparatively high growth rate in our
national economy” (quoted in Tanner 2004, 145).

Economic development is the major factor propelling China onto the
world’s stage. Rapid growth has been largely market-driven, with foreign

China’s leaders seek to counter

social unrest through economic

growth, the major factor propelling

China onto the world’s stage
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investment and global trade essential components in a meteoric rise to
increased wealth and power. Reliable supplies of raw materials of all sorts are
increasingly important, with the search for oil and natural gas providing the
single most important focus for Beijing’s international trade policy. Already the
world’s second largest energy consumer, China’s needs are rapidly outstripping
domestic supplies of coal and oil. By 2020 an estimated 60 percent of the coun-
try’s  oil supplies will come from overseas—up from less than 8 percent in 1995
(People’s Daily Online 2003). Chinese firms also face growing competition at
home, and are increasingly looking to export markets—often in developing
countries—to enhance business performance. Growing trade has meant more
emphasis on bilateral relations with an increasing number of trading partners,
and heightened interest in international organizations, such as the World Trade
Organization, that regulate global trade and commerce.

The need for resources and markets largely explains China’s increased pres-
ence in the Middle East, Africa, Latin America, the Caribbean, and Central
Asia in recent years. Chinese business leaders often target resource-rich areas
which have yet to be developed, or which rivals avoid for political or other rea-

sons. In Africa, for example, China has
invested heavily in the neglected oil indus-
tries of Sudan, Nigeria, and Angola and the
mining industries of Zambia, Congo, and
Zimbabwe, and is now selling competitively

priced consumer goods across the continent. The value of trade with Africa
doubled between 2003 and 2004, and jumped by a further 50 percent in 2005
(Lyman 2005). The volume of China’s oil imports from the Middle East
increased eightfold between 1992 and 2002, and the country now obtains
more than 50 percent of its oil needs from that region (Liangxiang 2005).

If there is a compelling interest in a “stable international and regional envi-
ronment in which China can modernize its economy and improve its relative
power position,” strategic issues are also increasingly important in Beijing’s
view of the world (Saunders 2006, 3). Foremost among these are U.S. efforts—
real or anticipated—to offset China’s rising influence, especially in the Asia
Pacific region, in order to preserve its own preeminent global role, as well
as fears that Japan might one day remilitarize and adopt a more aggressive
regional posture. Of central concern is the issue of Taiwan, which Beijing
regards as a renegade province that must eventually be reintegrated. China’s
leaders do not take kindly to efforts to support Taipei’s ongoing bid for recog-
nition as an independent state. As a rising power, China has a strategic interest
in cultivating strong relations with other states in order to minimize potential
threats, while enhancing its standing and influence in the global community. 

As a rising power, China has a

strategic interest in cultivating

strong relations with other states
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Strategic interests sometimes coincide with economic ones in China’s for-
eign policy. For example, the country has a compelling strategic interest in the
sea routes that service its burgeoning international trade, some of which—like
the Malacca Straits—are vulnerable to dis-
ruption by bandits, terrorists, or hostile
powers. Often, however, strategic and eco-
nomic interests form separate components
of foreign policy in different parts of the
world. In some cases, the two foreign policy
tracks may conflict with each other. For most of the last decade economic con-
siderations appear to have trumped strategic ones as Beijing works to avoid
confrontation with the United States, Japan, and Taiwan in favor of enhanced
trade and investment relations with those states. 

Citing significant increases in military spending in recent years, some ana-
lysts see this willingness to compromise as a temporary phenomenon, one that
will pass once China has accumulated the wherewithal to adopt a more assertive
posture. In this view, China is currently “punching below its weight” in inter-
national politics, awaiting the right time to mount a significant challenge to the
status quo in global politics (Weinstein 2005).

China in Oceania

The island states of Oceania play a small but increasingly significant role in
China’s efforts to further its economic and strategic interests. The modern rela-
tionship between these two parts of the world dates back to the Chinese labor
migrations of the late nineteenth century and, as sociologist Bill Wilmott notes,
only Tuvalu, Tokelau, and Niue have no history of Chinese settlement
(Wilmott 2006, 1). China has maintained an important official presence in the
region since the mid-1970s, when it first established diplomatic relations with
Fiji, Western Samoa, and newly independent Papua New Guinea. Since then,
Beijing has established formal or informal relations with all of the independent
and self-governing states, and with major regional organizations, including the
Pacific Islands Forum. While some aspects of the relationship have remained
constant, new economic and strategic elements have emerged in recent years.
The China-Pacific Island Countries Economic Development and Cooperation
Forum, held in Fiji in April 2006, marked a ratcheting-up of China’s interest,
and signaled significant increases in trade, investment, aid, and technical coop-
eration with Oceania. In his address to the forum, Chinese Premier Wen
emphasized a long-term commitment: “China has proved and will continue

Beijing works to avoid

confrontation with the United

States, Japan, and Taiwan in favor

of enhanced trade and investments
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to prove itself to be a sincere, trustworthy and reliable friend and partner of
the Pacific Island countries forever” (Wen 2006). 

Philip Saunders identifies commercial interests, the search for economic
inputs, efforts to expand political influence, and the need to offset U.S. chal-
lenges as the “key drivers of increased Chinese global activism” (Saunders 2006,
6–10). Elements of all four motives are apparent in China’s activities in
Oceania, although one, the search for political influence, is particularly signif-
icant. A second, rivalry with the United States and its allies, is seen by some as
of increasing importance. 

China is interested in pursuing commercial opportunities in Oceania, and
total trade between China and the Forum Island Countries has increased by
more than 200 percent since 2002, reaching an estimated value of $1 billion
by the end of 2006 (Somare 2006). Although the present balance of trade
favors China, and benefits certain Chinese companies, the overall commercial

relationship is vastly more important to
the island states than it is to China. Despite
recent increases, trade with Oceania still
only represents less than one-tenth of one
percent of the total value of China’s global

trade. A similar point could be made regarding tourism, which is expected to
grow quite significantly now that 10 Pacific countries have received Approved
Destination Status from China’s tourism authority.1 Although of great interest
to the island states, this growth in tourist traffic is unlikely to be of much
concern to foreign policy planners in Beijing.

Oceania is more important to China as a source of key natural resource
inputs for its burgeoning economy. China already imports significant quanti-
ties of timber and fish from Pacific Island countries, including Solomon Islands
and Papua New Guinea. It has a particular interest in Papua New Guinea’s vast
energy and mineral resources. Officials of China’s biggest oil company, China
National Petroleum, have discussed the possibility of building a plant to pro-
duce liquefied natural gas in Papua New Guinea, a prospect that may have
improved since early 2007 when Exxon Mobil finally scrapped its plans to pipe
huge quantities of natural gas to Australia (Macdonald-Smith 2005, 2007). In
March 2005, a major government-owned construction and operating company,
Chinese Metallurgical Construction (Group) Corporation, purchased a major-
ity interest in the Ramu Nickel and Cobalt mining project in Madang.
Construction of the $800 million complex commenced in late 2006. When

1 The countries with this status are Cook Islands, Federated States of Micronesia, Fiji, Tonga,

Niue, Vanuatu, Samoa, Papua New Guinea, French Polynesia, and New Caledonia.
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complete, the mine is expected to produce 32,800 tonnes of nickel annually, all
of which will be exported to support China’s booming stainless steel industry
(Callick 2007; Ramu Nickel Limited 2005). In 2006, the Papua New Guinea
government signed an agreement to allow China Exploration and Engineering
Bureau to explore further opportunities to develop gold, copper, chromites,
magnesium, or other mineral resources (The National 2006).2

Although commercial motives and the quest for reliable access to particu-
lar natural resources may explain some of China’s heightened interest in Oceania,
they can not explain all of it. For the last two decades, China’s primary objec-
tive in the region has been to build political
influence among the island states in sup-
port of Beijing’s interests in international
forums such as the United Nations. This
remains the case today. Indeed, political
motives probably best explain the large number of Chinese diplomats posted to
the region, the “visit diplomacy” that brings large numbers of island leaders on
goodwill trips to Beijing every year, as well as the high-profile aid projects that
have built sports complexes and other public facilities in island countries over
the last two decades. Along with similar efforts in the Caribbean and smaller
countries in Africa, China hopes to mute international criticism of its record
on human rights, advance its economic goals in organizations like the World
Trade Organization, and block Japan’s aspirations to play a more active inter-
national role. Of key importance in the Pacific Islands are China’s ongoing
efforts to isolate Taiwan.

The competition between the two Chinas for influence in Oceania dates
back to the 1970s, after U.S. President Richard Nixon’s visit to Beijing and loss
of UN membership pushed Taiwan to seek diplomatic recognition wherever it
could (Harwit 2000, 465–467). Although Taipei’s efforts yielded significant
results among the smaller states of Africa, Central America, the Caribbean, and
the Pacific, China’s growing political and economic influence has taken its toll
in recent years. Since 2003, Taiwan has lost six of its thirty diplomatic allies
(and the Vatican may follow soon), although it retains informal trade and other
ties with many more (Lai 2006).

Taiwan remains relatively successful in Oceania. Although Tonga switched
its allegiance to China in 1998, the Marshall Islands came over to the Taiwan
camp the same year. Nauru recognized China in 2002, but returned to Taiwan
less than two years later. Perhaps Taipei’s greatest diplomatic victory came in

2 It will be interesting to see if Chinese firms also express interest in the mineral resources of

Solomon Islands, New Caledonia, and Fiji.
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2003, when China lost its longstanding formal ties to Kiribati—and its satel-
lite tracking facility there (Herr 2007). Today, six Pacific Island states (Kiribati,
Solomon Islands, Palau, Marshall Islands, Tuvalu, and Nauru) recognize
Taiwan, while a further seven (Papua New Guinea, Samoa, Tonga, Cook
Islands, Fiji, Vanuatu, and the Federated States of Micronesia) have formal
relations with China.

It seems unlikely that Taiwan will be able to maintain for much longer its
largely aid-based efforts—what many call “checkbook diplomacy”—in the face
of China’s considerably deeper pockets and rising political influence. Lai I-chung,
a board member of a Taipei-based public policy research institute, suggests that
Taiwan’s bilateral international assistance is increasingly focused on particular
strategic and economic objectives, and notes a new emphasis on multilateral
initiatives (Lai 2006, 2). In September 2006, the first Taiwan-Pacific Allies
Summit was held in Palau. Delegates identified nine areas for economic, tech-
nical, and cultural cooperation and agreed to hold a second summit in the
Marshall Islands in September 2007. Nevertheless, the escalating rivalry with
Taiwan for influence in the region continues to attract much critical attention
from observers. According to senior Australian journalist Graeme Dobell, for
example, “The diplomatic competition between China and Taiwan is destabi-
lizing island states…making Pacific politics more corrupt and more violent”
(Dobell 2007). These assertions will be considered below.

In addition to interests in commerce, access to resources, and political
influence, China’s foreign policy in Oceania has always had a powerful strate-
gic component. Indeed, it was China’s intense antagonism toward the Soviet

Union that spurred its early involvement in
the region. It was no coincidence that the
first major approaches to island states
occurred shortly after the Soviets estab-
lished relations with Fiji, and policy state-
ments thereafter reflected a determination

to restrict Russian influence and maritime expansion (Godley 1983, 131, 139).
It is worth noting that during the Cold War China’s interests were closely
aligned with other external actors such as the United States, Australia, and New
Zealand, whose policies were also geared to denying the Soviet Union access to
Oceania. Now, the tables have turned and it is the growing suspicion between
China and the Western powers that increasingly influences the strategic environ-
ment in Oceania.

It was China’s intense antagonism

toward the Soviet Union that

spurred its early involvement

in the region
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Threat Discourse

Much of the small but growing corpus of literature on China’s changing role in
Oceania is suspicious of Beijing’s motives and critical of its influence on island
societies (see, e.g., Henderson and Reilly 2003; Henderson 2001; Windybank
2005; Dobell 2007). The writers often emphasize what they see as negative
local impacts before going on to question China’s long-term goals in the region.
However, it is apparent that the condition of island states or the welfare of
Pacific Islanders are, at best, of secondary concern in these analyses. The real
purpose of these works is to suggest a threat
to the strategic status quo, a challenge to
“the US as the prime mover in the area”
(Linter 2007, 2). The Pacific material
echoes dominant themes in analyses of
China’s role elsewhere in the world, and is often derivative of this literature. 

Upstaged since 2001 by events in the Middle East and the U.S. war on ter-
ror under President George Bush, talk of China as a “credible threat” to the
United States has recently reemerged. Citing significant increases in defense
spending, a 2006 U.S. Department of Defense review noted that China is the
only world power capable of competing militarily with the United States and
offsetting “traditional U.S. military advantages” (Department of Defense 2006a,
29). In its report to Congress later in the same year, the Department reiterated
these claims and berated the Chinese leadership for not adequately explaining
“the purposes or desired end-states of their military expansion” (Department of
Defense 2006b, 1). Then, in January 2007, a Chinese missile test that report-
edly destroyed one of the country’s own orbiting satellites sparked diplomatic
protests from some countries, including the United States, Japan, and
Australia, and extensive media speculation about a new arms race in space (see,
e.g., Watson 2007). Council on Foreign Relations member Elizabeth Economy
took the opportunity to accuse China of exerting “an unsettling and often neg-
ative impact on the world,” and described its leaders as “not ready for prime
time.” She went on to argue that “if this is the reality of China’s rise, then the
United States has work to do” (Economy 2007).

A good part of this work would take place in the Asia Pacific region where
many of China’s immediate economic, strategic, and political interests lie. It
would likely amount to a policy of containment, with efforts to strengthen
longstanding alliances with key players like Japan, Australia, and South Korea,
and consolidate relations with newer strategic partners like Thailand,
Singapore, and India. The immediate purpose would be to head off attempts by
China to build new architecture for regional cooperation that excludes the
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United States. And, as U.S. Secretary of State Condoleeza Rice put it before her
own rise to power in the Bush administration, to make it inconceivable for
strategic competitors like China “to use force because American military power
is a compelling factor in their equations” (Rice 2000, 4). Most analysts—even
the hawks—recognize that the enormous disparity in military capability
between the two powers is likely to continue for decades to come, and that this
makes conventional military confrontation unlikely any time soon.3 Instead,
according to veteran American author and journalist Robert Kaplan, China
would employ an asymmetric approach, as terrorists do, using submarines
and missile systems to launch largely symbolic strikes against U.S. military
installations and warships (Kaplan 2005, 7).

The “credible threat” thesis provides the starting point for much writing on
China’s role in Oceania. Henderson and Reilly (2003, 95), for example, have
no doubt that China’s long-term goal is to “replace the United States as the pre-
eminent power in the Pacific Ocean.” Windybank repeats this theme in the
context of Australian interests when she suggests that if present trends continue,
“the island states in a region for which the Australian government has taken

responsibility would owe their allegiance to
a country outside the US system of regional
alliances” (Windybank 2005, 29). These
authors assume, rather than demonstrate,
that China represents a long-term threat to

Western global interests, and that the threat will include a military dimension.
They do not consider alternative scenarios, which cite China’s heavy investment
in the global economy, and its complex financial entanglements with rival pow-
ers, including the United States, Japan, and Australia, among the factors likely
to favor compromise and cooperation over confrontation, even in the longer
term. Strategic analyst Thomas Barnett, for example, describes a Pentagon
establishment intent on framing the rise of China as an annex to the Cold War,
but ignoring the growing volume of trade between the two countries, China’s
huge dependence on direct investment from the United States, Europe, and
Japan, and the increasing reliance of the United States on loans from China to
finance its budget deficit.4 Barnett sees a country “finally joining the world, not
setting itself up for confrontation” (Barnett 2004, 68). 

3 U.S. defense spending is nearly seven times that of China, and represents more than 40 per-

cent of all global military expenditures.

4 China is one of the largest buyers of treasury bonds, which help fund the $4.6 trillion U.S.

budget deficit.
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Even if we accept that China does represent a credible threat, it is not clear
how Oceania might feature in the strategic planning of the potential protago-
nists. The writers cite China’s future naval power as important in this regard.
They are also quick to remind us how Japan used some of the islands in the
western part of the region (the so-called “second island chain”) to launch its
expansionist plans in World War II. These arguments are of questionable rel-
evance, not least because China’s blue water
capability remains a very distant prospect.
At the moment, the country’s strategic
interests are heavily focused on the straits of
Taiwan, and on securing reliable supplies of
energy—increasingly from the Middle
East—to fuel its rapid economic expansion.
None of the island states lie close to the strategic sea lanes that service the
bulk of China’s trade in energy and raw materials or, for that matter, to other
important trans-Pacific commercial or military sea routes.

The islands north of the equator are usually assumed to be strategically
much more important than those to the south. Certainly, strategic concerns
provided the primary rationale for the United States as it negotiated detailed
compacts of free association with the emerging states of Micronesia in the
1980s. However, in a 2002 report to Congress, the U.S. General Accounting
Office argued that the Federated States of Micronesia and the Marshall Islands
no longer play any role in U.S. strategy in the Asia Pacific region. The single
exception, the report noted, is Kwajalein Atoll in the Marshall Islands, which
the United States continues to use to conduct missile tests and space-tracking
operations (GAO 2002). Other parts of Oceania that might provide attractive
staging options for U.S. military deployments in the event of any conflict with
China over Taiwan, like Guam or the Commonwealth of the Northern
Marianas, are already firmly under U.S. control—and, in the case of Guam,
heavily militarized. Kaplan mentions the strategic significance of the Republic
of Palau in his conflict scenario, but it is interesting to note that the United
States has made no attempt to build military facilities there despite its ability
to do so under the terms of the 1994 Compact of Free Association. Rather
more convincing is Kaplan’s argument that China could in the future use island
territory or sea space to “lob missiles…at moving ships” of the U.S. Navy. But
he fails to mention which Pacific atolls he sees as likely candidates for such
deployments (Kaplan 2005, 1).

Writers like Reilly, Henderson, and Windybank offer no proof that China
is actually engaged in any military-related activities in Oceania, or has any plans
to do so. Indeed, there is no published evidence of any attempts to establish
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port facilities, or negotiate military bases, anywhere in the vast reaches of
Oceania. The single possible exception is the Chinese satellite tracking facility
established in the Republic of Kiribati in 1997, which some suspect was also
used to monitor U.S. activities at the Kwajalein missile testing range in neigh-
boring Marshall Islands. However, the authors offer no evidence to support
their claims that the facility was used for anything other than its stated func-
tion, let alone that it played “an important role in the development of China’s
space warfare program.” And, even if this modest facility did in fact play such
a role, does that really justify a claim that the region as a whole has significant

“strategic value” to China? (Henderson and
Reilly 2003, 100). It is worth noting that
the tracking station was dismantled after a
new Kiribati government switched its alle-
giance to Taiwan in November 2003. Admit-
tedly, China left under protest, but the fact
that it withdrew at all seems inconsistent

with the assessment that this facility was key to Beijing’s strategic planning.
Beijing has offered modest military training and supply programs to some
Pacific states. However, no arms shipments have been involved, and these ini-
tiatives can be seen as part of a routine program of technical training and
capacity building.

Perhaps aware of the weakness of “hard power” threat scenarios, Windybank
proposes that it is actually the lack of strategic significance that makes Oceania
interesting to an expansionist China: “Paradoxically, the very fact that the
Southwest Pacific is considered a strategic backwater may make it more attrac-
tive as a testing ground for China’s growing power and ability to shore up alle-
giances in a region hitherto considered an ‘American lake’” (Windybank 2005,
29). It is difficult to know how to respond to this sort of argument, which
could be applied indiscriminately to any part of the globe. What Windybank
suggests here is a perfect world for China threat aficionados, one where all cor-
ners of the earth have major significance for strategic planners. At best, this
seems like a shaky basis for serious policy planning and analysis.

Dragon Talk

Unlike their benevolent image in Chinese mythology, dragons have a generally
negative reputation in the Western imagination. The title of Henderson and
Reilly’s 2003 article, “Dragon in Paradise,” carries the latter connotation. These
authors argue that China’s “rising star” in Oceania has been facilitated by certain
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regional vulnerabilities. They suggest further that Beijing has simultaneously
exploited and encouraged corruption and instability in the region, and some-
how will hinder the economic and political development of island states. It is
worth examining these allegations in more depth.

Analysts such as Henderson, Reilly, Windybank, and Dobell cite a variety
of domestic characteristics that ostensibly make the island states particularly
vulnerable to China’s (and Taiwan’s) soft power overtures. However, they fail to
explain how these factors—which include small size, modest means, and the
disproportionate influence of individual leaders—have actually facilitated
China’s regional rise. The idea that small size is important could have merit, if
this suggests lack of state capacity to make informed decisions or resist external
pressure. However, some Pacific states, like Papua New Guinea and Fiji, have
relatively sophisticated foreign affairs establishments, and the smaller states
routinely obtain relevant information and advice from allied powers like
Australia, New Zealand, and the United States, or share information in regional
organizations like the Pacific Islands Forum. 

It is also misleading to suggest that all island states are “cash-strapped” or
“impoverished” and therefore, by implication, willing to accept whatever
financial deals come along. Money laundering through offshore banking facil-
ities in the region has attracted international attention, and in the year 2000
Cook Islands, Marshall Islands, Nauru, and Niue were listed as Non-
Cooperating Countries by the Financial Action Task Force of the Organisation
of Economic Co-operation (OECD). How-
ever, by 2005 all of these countries had been
delisted after implementing more stringent
regulations (FATF 2007). There are also
well-documented cases of island govern-
ments or individual leaders becoming
involved in dubious overseas business or investment schemes, sometimes in
the face of pressing fiscal concerns. The imprudent deals accelerating once
rich Nauru’s descent into bankruptcy, or Tuvalu’s unfortunate experience
with a Texas real estate scam, are notable examples (Finin 2002, 6–7). How-
ever, these are exceptional situations, and most financial transactions under-
taken by Pacific Island states in recent decades have been above-board and
beyond reproach.

It is appropriate to note the large impact that individual leaders can have
on decision-making processes in small island states. The role of the king and
other members of the Tongan royal family, who occupy the pinnacle of a highly
centralized political system, is an obvious example here. But it is also worth
remembering that the small-scale, face-to-face nature of politics often provides
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a major disincentive to maverick action in island societies. Most island leaders
do not act in this fashion, and those who do often pay a high price. Members
of the Tongan royal family who have engaged in self-serving business deals with
overseas interests have come under extreme pressure from a well-organized
domestic reform movement in recent years. Vanuatu’s Prime Minister Serge
Vohor lost office less than a month after he signed an agreement with Taiwan
in 2004, apparently without the consent of his Council of Ministers. Similarly,
Papua New Guinea Prime Minister Bill Skate’s “egregious” 1998 attempt to
switch allegiance to Taiwan in return for a large financial package collapsed
when his government lost power within a few weeks (Windybank 2005, 31).

It is easy to get the impression from this literature that all island leaders are
corrupt, malleable, self-serving, and impulsive. Some Pacific leaders might well
be described in this way, but the same could be said about individual leaders in
any country or region in the world. Not only does the Pacific Islands region as a

whole compare well with other parts of the
developing world in terms of corruption, but
these issues are much more apparent in some
island states than others (Larmour 2005, 15,
Table 2). Furthermore, the general argument
that Pacific Island states are “cheap to buy”

needs further scrutiny. Henderson and Reilly, for example, contend that “a rela-
tively small outlay can buy significant political influence” in the “region’s small-
est, poorest, and weakest countries” (2003, 101). If that is the case, then why was
China unwilling to trump Taiwan’s relatively modest offer to Kiribati in 2003,
especially given the supposed strategic significance of that relationship? And if
island allegiances are so easy to buy, then why have traditional allies like Australia
and New Zealand not enjoyed more success in the region in recent years? There
are many, like influential Australian analyst Helen Hughes, who argue strongly
that $50 billion worth of “development assistance” since 1970 has not produced
anything like the desired results (Hughes 2003).

Although none of the authors state directly that China had a hand in pre-
cipitating recent political crises in places like Fiji, Papua New Guinea, or
Solomon Islands, they do imply that Beijing has at least taken advantage of the
resultant instability. For example, after discussing various flash points along
Oceania’s so-called “arc of crisis,” Henderson and Reilly argue that “it is no
accident that China’s increased involvement coincides with growing regional
instability. The very weakness of Pacific Island states makes them valuable as a
strategic resource for China” (Henderson and Reilly 2003, 98). However, they
do not elaborate on the proposed relationship between instability and involve-
ment. Few of the cited examples of Chinese activities relate to the countries
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most affected by crisis, and those that do involve events and relationships that
could be adequately explained in other ways.

Probably the most compelling case of strategic meddling involves crisis-torn
Solomon Islands. Here, external aid money did become a significant part of the
dynamics of the internal crisis that erupted in the late 1990s. But the principal
actor in this case was Taiwan, not China. It is also clear that the China-Taiwan
competition for influence became a major issue in the domestic politics of Kiribati
in 2003, and that opposed political factions were offered financial support in
the run up to elections. However, Kiribati is one of the most stable political enti-
ties in the region and the fact that the new government was able to terminate the
relationship with China suggests state strength rather than state weakness.

These authors also fail to distinguish adequately between China’s foreign
policy toward Oceania, and the increasing number of people of Chinese ances-
try living and working in island states. Henderson and Reilly, for example,
devote a whole section of their article to the social tensions associated with
Chinese workers and small business owners in Fiji, Tonga, Solomon Islands,
and Papua New Guinea, as well as some issues associated with Chinese “boat
people” in Guam, Papua New Guinea, and New Caledonia. They justify this
inclusion by arguing that, although this type of migration is not part of any
government policy, “China can be a vocal
advocate of the rights of ethnic Chinese in
the Pacific, particularly when they are under
threat” (Henderson and Reilly 2003, 99).
Although that may well be the case, it would
seem to have little to do with China’s new
foreign policy toward the region. Indeed, local resentment toward Chinese
migrants may actually complicate Beijing’s attempts to build alliances with
island states. If there is an issue here, it has more to do with the immigration
policies of island governments (and passport sales, in some cases) than with the
intent of policymakers in Beijing, malevolent or not.

Much of the unease about Chinese commercial practice in Oceania has
focused on the increasing prominence of small retailers, but there is also growing
concern about the effects of large-scale natural resource investments. Since this
type of activity is relatively new in the region, much of the current suspicion
reflects the sometimes negative experience with large Chinese corporations in
other parts of the world. The early record at the Ramu Nickel mine, to date the
largest Chinese-owned project in Oceania, is not reassuring. The project has
been controversial from the start, mainly because of the likely impact of the
underwater dumping of tailings on the marine ecology of Astrolobe Bay (MPI
2005). There has also been concern about poor labor conditions at the mine
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construction site, and in February 2007 Papua New Guinea Labour Secretary
David Tibu threatened to close the operation unless things improved (Matbob
2007). A 10-year tax holiday and other unusual concessions to the mining
company have been justified on the grounds that this major project has been
delayed for many years and otherwise might not have gone ahead (Jack 2006).

Large-scale mining in Papua New Guinea has long been associated with
concerns about environmental damage and almost constant disputes about
how benefits are shared. It remains to be seen whether this Chinese venture
will fare any better than Western companies like Conzinc Riotinto of Australia
did at the giant Panguna Mine in Bougainville, which was closed down by
hostile landowners in 1989, or Broken Hill Propriety has at the Ok Tedi com-
plex in the Star Mountains, where a 1996 lawsuit successfully claimed com-
pensation on behalf of 30,000 indigenous residents affected by the massive
discharge of untreated tailings into the Fly River system.5

Washington Consensus versus Beijing Consensus

Washington’s stance is often cited as an important factor in understanding
China’s new role in Oceania. According to some commentators, U.S. neglect
or preoccupation has made the region particularly vulnerable to what Windy-
bank (2005) calls “The China Syndrome.” Henderson and Reilly, for example,

note that U.S. links to the region have been
“significantly downgraded” since the end of
the Cold War, and Windybank sees China
busy “cultivating new friends and allies
across the Asia Pacific region” while the
United States is preoccupied with terrorism
and the Middle East (Henderson and Reilly

2003, 94; Windybank 2005, 28). This is a mantra common to analyses of
other regions such as Africa and Southeast Asia.

Since the end of the Cold War the United States has closed its small con-
sular post in the Solomon Islands, reduced some of its aid program outreach,
and no longer maintains a separate Pacific Islands office in the State Depart-
ment. In March 2007 a senior State Department official admitted that “the
nations of the Pacific have not always received either adequate diplomatic

5 The 1996 out-of-court settlement obliged the company to build dams to prevent further

damage to the river system, and provide trust funds worth more than $150 million for affected

villagers along the Ok Tedi and Fly rivers.
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attention or development assistance” and promised a reversal of the trend
(Davies 2007). It is worth noting, however, that Washington continues to loom
large in the states and territories of Micronesia. Furthermore, its presence south
of the equator was never particularly robust even at the height of the Cold War.
If the reductions of the 1990s created any sort of diplomatic vacuum, it has
been more that adequately filled by the increased activities of allied powers like
Australia, New Zealand, Japan, and the European Union. 

It would be a mistake to assume that these countries always back the
United States’ position on China. Indeed, some commentators identify a grow-
ing conflict between the material benefits associated with Australia’s deepening
relationship with Beijing, and the broad security concerns it shares with the
United States (Jennings 2005).6 However, for the moment, it is safe to assume
that in Oceania at least, U.S. and allied interests roughly coincide. And these
countries have hardly neglected the region. Aid levels to Oceania from U.S.-
aligned sources are higher than ever, most island students seeking overseas
opportunities still travel to these countries to pursue higher education and
training, and the vast majority of person-to-person diplomatic exchanges con-
tinue to involve traditional partners.

If anything, China’s increasing influence in Oceania owes more to Western
involvement than to Western neglect. Since the early 1990s aid donors and
financial institutions have made concerted efforts to persuade island leaders to
implement comprehensive economic and political reforms. Increasingly lever-
aged by aid conditionality, the regional reform agenda is based on a set of neo-
liberal economic ideas commonly referred to as the Washington Consensus.
Some observers are skeptical about the wis-
dom of this global exhortation to “stabilize,
privatize, and liberalize” but recognize the
difficulties of resisting it (Rodrik 2006, 1).
According to Australian scholar Stewart
Firth, Pacific Islands governments have no
alternative but to embrace such policies because “the international pressures are
too great to do otherwise, and the capacity of international financial institu-
tions to compel obedience too large” (Firth 2000, 186, 2007; Slatter 2006a, b).
The rise of China, which attaches few conditions to its financial or technical
assistance, appears to provide island leaders with other options. At issue in
Oceania, then, is not the U.S. presence as such, but the influence of a set of
economic ideas originating in Washington-based financial institutions.

6 U.S. officials worry that Australia’s increased economic dependence on China could compro-

mise Canberra’s position on the Taiwan issue (Kremmer 2005).
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Oceania’s reform agenda owes its immediate origins to two critical World
Bank reports of the early 1990s, and the urgings of influential analysts in
Australia and New Zealand (World Bank 1991, 1993; Slatter 2006b, 27). The
main contours of the new orthodoxy appeared in a 1993 report published by
Australia’s National Centre for Development Studies, which warned that the
island states faced a bleak future unless they enhanced their competitiveness in
the global economy (Cole 1993). The following year, Australia began to use its
aid “as a carrot and stick to ensure Pacific Islands governments reduce the size
of their civil services, privatize, [and] encourage private investment” (Firth
2000, 185). Since then, all of the major aid agencies and lending institutions
active in the region, as well as the region’s premier multilateral organization, the
Pacific Islands Forum, have adopted this “reform-speak” (Slatter 2006b, 27).
More recently, the agenda has broadened to include “good governance,” not
only because of concerns about political instability in the region, but because
qualities of accountability, efficiency, and transparency have come to be seen by
international agencies as prerequisites to successful economic reform. Indeed,
these ideas are now enshrined in the Pacific Plan for Strengthening Regional
Cooperation and Integration, an important road map for Pacific futures recently
adopted by the Pacific Islands Forum.7

This is not the place for a detailed review of Oceania’s reform agenda.
However, it is worth noting that, although publicly supportive, island leaders
are often privately doubtful about the intent and likely outcomes of the
agenda. Some reform-inspired initiatives, such as those designed to prepare
Vanuatu for accession to the World Trade Organization, have been resisted or

rejected, while others have been vigorously
protested by trade unions, church groups,
and a wide variety of nongovernmental
organizations (Slatter 2006b, 27–31).
Initiatives designed to overhaul existing
land tenure systems have been particularly
contentious, while some critics note that

far-reaching regional trade agreements have been implemented with no pub-
lic debate, and little apparent concern for likely social and cultural impacts
(Kelsey 2004, 2005). University of the South Pacific regional politics special-
ist Elise Huffer has argued that the Pacific Plan pays only lip service to fun-
damental island values and worldviews (Huffer 2006). Others have warned
that further integration into the global economy is likely to exacerbate rather

7 The Plan’s overall objective is to “enhance and stimulate economic growth, sustainable develop-

ment, good governance and security for Pacific countries through regionalism” (Pacific Plan 2006).
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than alleviate growing levels of poverty in the region (World Council of
Churches 2001).

Pacific Islanders have good reason to be concerned. In a 2005 report, the
World Bank itself noted the conspicuous lack of success during the 1990s of
similar reform efforts in Sub-Saharan Africa, Latin America, East Asia, Russia,
Turkey, as well as in the new republics of the former Soviet Union (World
Bank 2005).8 Indeed, according to Harvard University economist Dani
Rodrik, “nobody really believes in the Washington Consensus anymore”
(Rodrik 2006, 2).

Under these circumstances it is perhaps understandable that the alternative
development message brought to the region by Chinese Premier Wen in April
2006 was warmly received, despite its own apparent contradictions. In a thinly
veiled critique of Western approaches to
development, Wen noted an increasingly
imbalanced global system characterized by
widening gaps between North and South,
rich and poor. He pointed out that both
China and the Pacific Islands were develop-
ing countries, and offered a “new model for South-South cooperation.” He
promised an approach based on peaceful coexistence, equality, and respect for
the social systems, sovereignty, and independence of Pacific Island countries.
Perhaps most telling, he said that China stood ready “to provide assistance
without any political strings attached” (Wen 2006). 

Wen might also have pointed out that China’s phenomenal record of eco-
nomic growth belies the very essence of the Washington Consensus. Although
heavily invested in market forces, China’s economy has taken off “with high
levels of trade protection, lack of privatization, extensive industrial policies, and
lax fiscal and financial policies” (Rodrik 2006, 4). Nor does today’s China stand
as an exemplar of good governance practice as it is usually understood by the
global financial institutions and development agencies. As Guthrie notes, “the
stunning success of China turns some key assumptions of economic theory on
their head” (Guthrie 2006, 9). According to Tsinghua University professor
Joshua Cooper Ramu, 

China is marking a path for other nations…who are trying to figure
out not simply how to develop their countries, but also how to fit into
the international order in a way that allows them to be truly independent,

8 Ramo (2004, 4) describes the Washington Consensus as “a hallmark of end-of-history arro-

gance; it left a trail of destroyed economies and bad feelings around the globe.” 
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to protect their way of life and political choices in a world with a single
massively powerful center of gravity (2004, 3).

Nevertheless, skeptical island leaders may wonder about China’s growing
domestic discontent, as well as Beijing’s dubious track record on issues like
global warming and fisheries management that are of immediate concern in
Oceania. Many (although probably not Commodore Bainimarama) are also
proud of the region’s democratic institutions, and concerned about China’s lack
of commitment in that regard.

Caribbean Perspectives

Oceania’s recent experience with China largely parallels that of the Caribbean
islands. A 2001 visit by then-Premier Jiang Zemin signaled Beijing’s new inter-
est in the countries of Latin America and the Caribbean and the beginning of
a rapid increase in commercial and political interaction with China (Jenkins
and Peters 2006). In February 2005 Chinese Vice President Zeng Qinghong
opened the first Ministerial Meeting of the China-Caribbean Economic and
Trade Cooperation Forum in Kingston, Jamaica. In language remarkably sim-
ilar to that employed by Pacific leaders at a comparable event in Fiji some 14
months later, Jamaican Prime Minister Patterson hailed the forum as marking
a “new chapter” in regional relations (People’s Daily Online 2005).

As in Oceania, China’s heightened profile in the region has been generally
welcomed by local leaders but regarded with suspicion by Western commenta-
tors protective of “a geopolitical and geoeconomic space always considered by

the United States as its ‘backyard’” (Paz
2006, 96). Also similar is the notion that
China’s rise in the Western Hemisphere has
been facilitated by Western neglect or pre-
occupation. As Professor Gonzalo Paz of
George Washington University observed,
Chinese entry into the region “has taken

place with perfect timing, at the moment in which the dog was sleeping” (Paz
2006, 104). However, there is no indication that Beijing’s Latin American and
Caribbean initiative—like its Pacific one—is designed to disturb any sleeping
dogs. To the contrary, Beijing seems intent on avoiding confrontation with the
United States over sensitive political and trade issues in countries like
Venezuela, Argentina, and Cuba. The primary rationale of Chinese policy
toward the region as a whole is economic, rather than ideological or strategic.
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In the small states of the Caribbean and Central America, a strong desire to iso-
late Taiwan is also apparent.

The predominantly economic nature of Beijing’s foray into this part of the
world is illustrated by a dramatic increase in trade with the region. Between
1999 and 2004 Latin American and Caribbean exports to China increased sev-
enfold, imports from China more than
tripled, and resource-related Chinese invest-
ment surged. But as Jenkins and Peters
(2006, 6) point out, the extent to which the
countries of the region participate in this
trade boom varies considerably. In both
Oceania and the Caribbean, trade and
investment are concentrated in places that can supply urgently needed raw
materials to fuel China’s economic expansion and enhance its food security. In
the Pacific, this means significant roles for countries like Fiji, Solomon Islands
and especially, Papua New Guinea. In the Caribbean, the complementary agri-
cultural, minerals, and oil resource endowments of Cuba, the Dominican
Republic, Jamaica, and Trinidad place them among the favored few.
Meanwhile, other island countries in both regions must place their hopes for
economic salvation on the future promise of tourism from China.

In many Caribbean island countries, especially the smaller ones, China
makes its presence felt through aid and diplomacy and in the context of rivalry
with Taiwan, rather than through trade and commerce. Together Oceania and
the Caribbean account for 11 of the 24 states that continue to recognize
Taiwan.9 Clearly, then, battles for recognition in these arenas have potentially
serious consequences for Taiwan’s international status (CRS 2005). This helps
explain the large number of Chinese diplomats posted to small, resource-poor
Caribbean states, and the recent proliferation of Chinese-funded infrastructure
projects, including sports facilities, in the region. As in Oceania, the diplomatic
tug-of-war has heated up in recent years. Although St. Lucia switched its alle-
giance back to Taiwan in 2007, Dominica and Grenada opted to side with
China in 2004 and 2005 respectively. This apparent momentum shift in favor
of China seems likely to continue (Paz 2006; Dam 2007; Erikson 2005).

As in Oceania, commentators debate the economic, political, and strategic
implications of the burgeoning Chinese presence in Latin America and the Carib-
bean. While China’s new and voracious appetite for imports boosts economic

9 In the Caribbean these states are Haiti, Dominican Republic, St. Kitts and Nevis, St. Vincent

and the Grenadines, and St. Lucia. If non-Caribbean Latin American countries are included, the

number jumps to 19 or a very significant 79 percent of all pro-Taiwan states.
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growth in some countries, economists worry that the emphasis on a narrow
range of raw materials reinforces the central role of primary production in the
region and inhibits economic diversification. Furthermore, Latin American and
Caribbean countries which have developed labor-intensive export-oriented
manufacturing industries, for example in clothing and footwear, now find it
difficult to compete with Chinese-made products in the affluent markets of
North America, Europe, and East Asia (Jenkins and Peters 2006; Buck 2006).10

These factors raise important questions about the long-term economic benefits
of China’s new engagement with Latin America and the Caribbean region.11 In
particular, the impact of the China trade on the region’s chronic poverty is not
yet clear (Jenkins and Peters 2006, 30–32).12

Although China’s new presence in Latin America and the Caribbean is
largely economic in nature, there are political and strategic consequences for the
United States and its allies. China has made it clear that it has no immediate
plans to challenge longstanding U.S. hegemony in the region. Yet Beijing’s grow-

ing regional presence makes some erosion of
America’s political and economic influence
inevitable, while its no-strings-attached
approach to bilateral relations can only
weaken the ability of Western aid agencies
and financial institutions to spread the neo-

liberal gospel of the Washington Consensus. As in Oceania, what these geopolit-
ical shifts mean for the long-term welfare of the people of the region remains to
be seen. Much depends upon the United States’ reaction to China’s emerging
global role, which has remained relatively muted thus far (Paz 2006, 103–108).
In the meantime, regional leaders can move quickly to seize the opportunities
associated with China’s newfound status, and hope that their interests do not
eventually fall victim to the strategic maneuverings of external powers.

10 The intensification of global competition facilitated, among other things, by the removal by

the World Trade Organization of the preferential Multifiber Arrangement has also hastened the

demise of garment manufacturing industries in Oceania, particularly in Fiji and the

Commonwealth of the Northern Mariana Islands.

11 It is also worth noting that while Chinese-funded public infrastructure projects may improve

the general quality of life in Caribbean countries, they often do little for the local economy since

they usually involve Chinese companies and employ imported labor.

12 An estimated 44 percent of the entire population of Latin America and the Caribbean and 64

percent of the rural population live below the poverty line (IFAD 2002, 3).
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China’s Pacific Century

China is making its new, more robust, presence felt around the globe, includ-
ing in Oceania. However, there is no evidence to suggest that Pacific Island
states are being singled out for special attention. Indeed, it is clear that other
regions, including the Middle East, certain parts of Asia, and Africa are of
much greater and more immediate interest to policymakers in Beijing. Under
certain circumstance, most likely involving a military confrontation with
Taiwan, the Pacific Islands region (or rather certain western parts of it) could
assume more importance as the combatants and their allies—most notably the
United States—jockey for strategic advantage. Meanwhile, the medium-term
transition of the People’s Liberation Army Navy to “green water” capability has
few implications for Oceania. The ability to operate effectively along the “sec-
ond island chain,” which includes Guam, the Northern Marianas, and Palau,
would have a more definite impact on the balance of military power in the
region. It is unlikely, though, that China will acquire this “blue water” capacity
before mid-century, and it may take longer than that.

Most of China’s recent activities in the region can be explained with refer-
ence to a general and growing economic appetite for trade and natural resources,
as well as a more pointed political interest in garnering support for Beijing’s
agenda in multilateral institutions. As such,
China’s immediate interests are not much
different from those of other powers active
in the region, such as the United States,
Japan, New Zealand, and Australia. The
major difference is that these powers are well established in Oceania while
China is not. Most other influential actors have engaged with Pacific Islands
societies for more than a century, initially as colonists. Some, particularly
Australia, still appear to believe they have a right, if not a duty, “to speak for
the inhabitants of this region, to represent them to themselves and to others, to
lead, and to manage them,” and they often act accordingly (Fry 1997, 306).
Significant numbers of Pacific Islanders have migrated to these countries since
the 1960s, and, especially in New Zealand, now represent a significant force in
domestic politics. At the very least, then, China’s arrival challenges existing
assumptions about leadership roles and responsibilities in the region.

China’s rise disturbs a situation where a small number of allied powers
exercise an enormous amount of regional influence. Although the United
States, France, Australia, New Zealand, and Japan have distinct foreign policies
toward Oceania, they share a fundamental strategic interest in the region. Their
influence is maintained in part through comprehensive bilateral relations with

China’s arrival challenges existing

assumptions about leadership roles

and responsibilities in the region
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individual island states. Indeed, since 2003 Australia has added to its already
significant aid and diplomatic presence by launching major interventionist pro-
grams to combat instability in Solomon Islands, Papua New Guinea, and
Nauru. Also important in the longer term are recent Australian-led initiatives
designed to strengthen multilateral organizations and promote a coordinated
approach to regional development. These efforts have yielded significant
results with the adoption of a common reform agenda and, more recently,
with the promulgation of the Pacific Plan. China stands apart from this con-
sortium of interested donors, a “silent partner” offering support and resources
but asking little beyond recognition of the one-China policy (Dobell 2007, 4).

Existing regional powers have no option but to accept that, barring sig-
nificant economic or military setbacks, China is in Oceania to stay. They can

do little more than allied leaders have
already done, which is to urge Beijing to
play a constructive role in regional
affairs—in other words, to play by the
rules they themselves have established and
enforced for many decades. From their
perspective, the best outcome would be for

China to align itself with existing reform efforts, much like a rising Japan did
in the 1990s. This would be more likely to occur if island leaders were firmly
committed to the reform agenda, instead of seeing it as largely externally
imposed. Under these circumstances, China will probably continue to assert
its own version of constructive engagement, one informed by a rather differ-
ent set of economic, political, and strategic interests. It could be the allied
powers, rather than China, that ultimately have to compromise in order to
maintain their influence in Oceania. All of these regional actors have their
own growing economic entanglements with China—and compelling reasons
to avoid confrontation.

Much of the debate surrounding China’s rise in Oceania invokes the welfare
and interests of island communities. Writers often assume a common interest
in matters like “development” or economic growth, state institutions of a par-

ticular type, and regional stability. That
may be true at a certain level of generality,
and among certain regional actors. But
island communities tend to reject economic
policies when they threaten existing stakes

in land or natural resources, often resist state impositions in favor of local
autonomy, and understand that stability sometimes masks situations of in-
equality or even oppression. And, as global experience with the Washington
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Consensus demonstrates, even where there is apparent agreement about devel-
opment values, there is still much room for debate about how such objectives
can be achieved. If there are choices to be made about objectives, or how to
achieve them, then they should be made by those who have a long-term stake
in the outcomes. At least for the moment, China appears to broaden the
menu of options for these island states, whose leaders are well accustomed to
operating in a world controlled by great powers.
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In this policy paper, Terence Wesley-Smith
explores strategic, political, and economic
dimensions of Beijing’s heightened interest in
Oceania. He challenges the disingenuous threat
discourse pervading the existing literature, and
argues that China’s rise offers island states
opportunities not available under established
structures of power.

Wesley-Smith notes that China’s primary
objective is to gain the support of island states,
particularly to isolate Taiwan, and that it has a
growing interest in the natural resources of the
region. China and the Western powers previ-
ously shared an interest in excluding the Soviet
Union from Oceania. Today tensions between
them increasingly influence the strategic envi-
ronment.

China is not setting itself up to assume a
leadership or military role in Oceania, Wesley-
Smith maintains. He disputes the notion that
Beijing has exploited regional vulnerabilities,
and that its activities have encouraged corruption
and instability. He also argues that U.S. neglect
is not a significant factor in the rise of China in
Oceania. Instead, Western aid-leveraged efforts
to impose neo-liberal reforms have made island
leaders more receptive to Beijing’s message of
peaceful coexistence, equality, respect for sover-
eignty, and the promise of untied aid.

Wesley-Smith argues that China’s rise in
Oceania largely parallels developments in the
Caribbean, and disturbs a situation where a
small number of allied powers exercise enor-
mous regional influence. But he notes that all of
these regional actors have growing economic
entanglements with China—and compelling
reasons to avoid confrontation. He suggests

that the Western powers have to
accept that China is in Oceania to
stay. They can do little but urge
Beijing to play by the rules they have
established, yet in the end it may be
the allied powers that have to com-
promise. Wesley-Smith concludes that
China’s rise broadens the options for
island states, whose leaders are ac-
customed to operating in a world
controlled by great powers.
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