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The primary impetus for much of the contemporary focus on the relationship
between Australia’s aid and its wider geopolitical goals has been the perceived
increase in the use of various forms of development finance by China as a key part
of Beijing’s own influence efforts, particularly those directed toward Australia’s
Pacific Island Country neighbours. Indeed, in a justification of the Australian
government’s own approach, Foreign Minister Penny Wong has explicitly cited the
example of China’s statecraft, including in relation to aid:

China understands national interest as being advanced by favourable outcomes,
by reducing the possibility of unfavourable outcomes — and by reducing the
space for disagreement or dissent.

This understanding is coordinated through its persistent statecraft. A great power
like China uses every tool at its disposal to maximise its own resilience and
influence — its domestic industry policy; its massive international investment in
infrastructure, diplomacy, and military capability; access to its markets.

This statecraft illustrates the challenge for middle powers, like us and our
partners in Southeast Asia and the Pacific. Yet we need not waste energy with
shock or outrage at China seeking to maximise its advantage. Instead, we
channel our energy in pressing for our own advantage.

According to AidData, the most comprehensive global aid database, over the last
decade Beijing has emerged as the world’s single largest source of development
finance, with over 21,000 individual projects in 165 low- and middle-income
countries valued at an estimated US$1.34 trillion. Since 2013, this finance has
mainly come in the form of concessional loans and export credits for infrastructure
projects.

For many experts and commentators, these investments represent a key
component of China’s integrated statecraft, “backed by a comprehensive, well
resourced, and disciplined operational strategy” focused on building Beijing’s

https://x.com/ChineseEmb_PNG/status/1793263387507658802/photo/2
https://www.foreignminister.gov.au/minister/penny-wong/speech/national-press-club-address-australian-interests-regional-balance-power
https://www.cgdev.org/sites/default/files/brad-parks-congressional-testimony-china-committee-may-16-2024.pdf
https://www.foreignaffairs.com/china/chinas-alternative-order-xi-jinping-elizabeth-economy
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“influence and leverage” in the global South. Others have highlighted the
infrastructure and other aid investments associated with programs like the Belt and
Road Initiative (BRI) as a key element of China’s “developmentalist” foreign policy
which aims to “present the country as a leader of economic development on the
global stage”. Critics of the US and its Western allies have welcomed China’s
disruption of so-called “neo-liberal” development models, arguing that Beijing’s aid
provides the global South with more choice and more leverage.

According to other assessments, analyses that ascribe uniform motivations, whether
malign or benign, to China’s aid have tended to overstate the degree of coordination
in Beijing’s version of economic statecraft. This is due the variety of bureaucratic
agencies, state-owned companies and banks, and semi-commercial entities
involved in the delivery of China’s foreign aid. These actors have sometimes
pursued agendas independent of, and sometimes contrary to, Beijing’s priorities and
preferences. Empirical studies have highlighted domestic imperatives such as
preserving internal political stability and absorbing excess economic capacity, rather
than geopolitical goals, as the primary drivers of the allocation of China’s foreign
aid. The core challenge remains ascribing intentions to a country “whose
government agencies and firms often lack transparency and whose development
strategy prescribes the co-presence of a complex set of state and non-state actors
abroad”.

To the extent that China’s development finance can be said to reflect a deliberate
and coherent strategy aimed at advancing its “influence” in the global South, the
results appear to have been mixed. A 2022 assessment published by the influential
US think tank the RAND Corporation concludes that notwithstanding Beijing’s
substantial investment in infrastructure and technology projects in the global South,
“the short-term appeal of China’s approach to developing countries does not
necessarily generate longer-term positive [public] perceptions of China …”.  Instead,
“many governments have begun to reassess the terms of their arrangements with
China and, in some cases, to express new ill-will toward China”. A 2023 multi-region
study of sentiment toward the BRI among 148 countries found that although
average sentiment was positive, attitudes towards the BRI had deteriorated
between 2017 and 2021/22. Among 27 surveyed countries in Central, South and
Southeast Asia, public sentiment towards the BRI improved in only three: Brunei,
Mongolia, and Cambodia.

Exploring these kinds of results through several case studies in a working paper,
Audrye Wong has argued that the influence effects of China’s “subversive carrots”
— forms of economic inducement designed to avoid political processes and
expectations about appropriate political behaviour in recipient states — is mediated
by domestic political institutions in these states. Comparing recipient elites’

https://www.sciencedirect.com/science/article/abs/pii/S0030438723000364
https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1468-2346.2008.00765.x
https://www.tandfonline.com/doi/abs/10.1080/01436597.2017.1333419
https://www.tandfonline.com/doi/abs/10.1080/01436597.2017.1333419
https://www.jorismueller.com/files/chinaaid_latest_draft.pdf
https://www.tandfonline.com/doi/full/10.1080/10670564.2022.2052436
https://www.rand.org/content/dam/rand/pubs/research_reports/RRA2200/RRA2271-1/RAND_RRA2271-1.pdf
https://www.bruegel.org/working-paper/global-trends-countries-perceptions-belt-and-road-initiative
https://www.bruegel.org/working-paper/global-trends-countries-perceptions-belt-and-road-initiative
https://www.dropbox.com/scl/fi/57nlgbqbq8xpxozvvmqg6/Wong_Reaping-What-You-Sow_120920.pdf?rlkey=tyqpxytokn8g45y66ynkkrdb3&e=1&dl=0
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responses to China’s economic statecraft in a low public accountability state
(Cambodia), a higher public accountability state (the Philippines) and a “transition
state” (pre-coup Myanmar), she argues that how responsive these elites are to their
citizenry and how constrained they are by domestic institutions ultimately
determines the effectiveness of Beijing’s external economic inducements in terms of
their influence on behaviour.

Where public accountability is higher, this impedes the utility of such methods as it
is harder for leaders to avoid domestic scrutiny and/or public backlash over the
terms of inducements. Audrye Wong concludes that, “despite the apparent ease
and rapidity at which China has attempted to buy over political leaders with large-
scale investment and infrastructure projects … its strategy of subversive carrots is
not as uniformly successful as commonly assumed … [and] the level of public
accountability in target countries can facilitate or constrain the effectiveness of
subversive carrots”. Similarly, Courtney Fung et al. draw from another set of country
case studies to argue that “variations across domestic institutions can help explain
differences in receptivity or resistance toward Chinese influence”.

Such findings pose something of a paradox for Western aid donors. This is because
they suggest a trade-off between aid goals like democracy promotion and improved
governance — whether pursued as objectives in their own right, or as part of
broader efforts to constrain China’s influence — and their own influence goals,
which are also likely to be constrained by more accountable institutions in recipient
countries.

The second part of this blog will examine how these dynamics have played out in
different parts of the world, including the Pacific, and the use of debt by China as an
instrument of economic statecraft.

This is the first part of a two-part blog on China’s aid.

Download PDF.
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