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PACIFIC ISLAND COUNTRIES: PRC BUYS FRIENDS AND 
INFLUENCES REGIONS 
 
Introduction:  
The People’s Republic of China (PRC) in recent years has launched an ambitious campaign 
across the South Pacific to expand its influence and access in the small nations frequently 
called the Pacific Island Countries (PICs). Beijing has used multiple levers across economic, 
diplomatic, and security spectrums to insert itself into traditionally Western areas of influence 
and to advance China’s multifaceted aims. While legitimate business and economic interests 
certainly drive some level of Chinese engagement, other factors are at play, including a desire 
to further weaken and isolate Taiwan, a need to satisfy an insatiable domestic demand for 
resources, and a goal to gain what it views as its rightful place atop the world order. Key to 
PRC objectives in the region are lavish economic incentives and aid; a trend that has 
continued in the face of an initial COVID-related backlash against China and the problems 
created by the pandemic—a situation China seems to have turned into an advantage in the 
region. In this report, Babel Street analysts examine some of the key trends seen in publicly 
available data and draw conclusions about China’s continued engagement with PICs and its 
effects on the broader region. 
 
BLUF: 

o PRC is aggressively pursuing increased engagement and influence in the Pacific Island 
Countries (PIC) for economic, diplomatic, and security reasons  

o Recognition of Taiwan as part of China will remain a key objective for Beijing for the 
foreseeable future  

o China’s aid and loans may be a debt-trap that makes the PICs beholden to Chinese 
demands and interests or forces them to cede strategic resources to PRC  

o China’s increased influence and access will likely create new uncertainty in the power 
dynamics for the region  

o Local population wariness of becoming too dependent on China and engagement from 
the United States, Australia, and New Zealand create headwinds for PRC  

 
Undercutting Taiwan: 
One clear trend in the data is Beijing’s intent to weaken the Republic of China (Taiwan) and its 
diplomatic friends around the world. Even before the negative economic impact of the 
pandemic, China offered countries easy money and loans in exchange for ending diplomatic 
relations with Taiwan and to supplant the influence of traditional regional partners like 
Australia, New Zealand, and the United States. September 2019 saw two PICs, the Solomon 
Islands and Kiribati, switch their diplomatic recognition from Taiwan to China within days of 
each other, leaving Nauru, Palau, the Marshall Islands, and Tuvalu as the only PICs with 
diplomatic relations with Taiwan. Both countries decided to switch recognition to China and 
effectively support its “One China” policy—there is one China and Taiwan is part of it—in 
exchange for generous support from China—$500 million for the Solomon Islands and 
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undisclosed loans and aircraft for Kiribati. Both countries lie in strategic waters long protected 
by the United States and its allies. These were the latest defections in a steady decrease of 
nations who are aligned with Taiwan, leaving just 15 nations worldwide that recognize Taiwan.  
China does not seem to have suffered for its efforts to pry away support for Taiwan. Sentiment 
analysis of regional reporting and web traffic indicates that the coronavirus posed a larger 
problem for China than the diplomatic shift (see Figure 1). Negative mentions of China were 
higher during April 2020 than in September 2019, but the sentiment scores for Chinese- and 
PIC-related content have improved since June, possibly as a result of China supplying 
personal protective equipment and other coronavirus aid globally and to PICs specifically. 
Looking again at the timeline of Kiribati and the Solomon Island decisions (September 2019), it 
becomes clear that negative sentiment returned to baseline levels quickly, with no apparent 
long-term damage done to PRC perceptions in the region. 

Kiribati and the Solomon Islands were merely the latest in a deliberate targeting of Taiwan’s 
allies that extends beyond the PIC. Similar to the approach used for Kiribati and the Solomon 
Islands, China used a $1.5 trillion economic development initiative to woo Central American, 
South American, and Caribbean countries away from Taiwan’s orbit. In total, nineteen 
countries have signed on to the initiative, and China has secured major infrastructure, mining, 
and energy contracts. Since the announcement of the initiative, three Latin American and 
Caribbean countries – El Salvador (2017), Panama (2017), and the Dominican Republic 
(2018) – have switched recognition to Beijing from Taipei. While such shifts in recognition are 
unlikely to result in a complete collapse of support for Taiwan, particularly because the U.S. 
continues to support Taipei, China has further isolated the Island country. Relatedly, the added 
realignment of support by these nations provides China with more opportunities to block 
initiatives that it does not favor in the region and with international bodies. To be clear, Latin 
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America and the Caribbean still represent the bulk of Taiwan’s remaining diplomatic support, 
but equally clear is that China will continue to offer economic carrots to encourage more 
defections. 
 
Debt Trap Danger 
The data show these realignments in diplomatic relations come down to money and leverage. 
Taiwan has long supported many PICs, but it cannot match the money and development 
opportunities the PRC affords countries that sign on to the Belt and Road Initiative (BRI), an 
ambitious project aimed at constructing “a unified large market and [making] full use of both 
international and domestic markets, through cultural exchange and integration, to enhance 
mutual understanding and trust of member nations, ending up in an innovative pattern with 
capital inflows, talent pool, and technology database." The reported $500 million in aid 
promised to the Solomon Islands far exceeds the $105 million provided by Taiwan from 2011 
to 2017. Indeed, economic benefits and opportunities are cited as the main underlying reason 
for the switch in recognition. China is also more willing to provide aid for development projects 
that PICs see as necessary for greater economic success. The administration of President 
Maamau, for instance, sees tourism and tuna fisheries as the keys to prosperity for Kiribati. 
Kiribati allegedly sought greater economic support from Taiwan than Taipei was willing to 
provide. This likely contributed to the switch to recognize China. The Solomon Islands cited 
their need for infrastructure development as one of the main reasons for its switch of support to 
China, despite a relationship of 36 years with Taiwan. The aid Taiwan provided was largely in 
areas of agriculture, health, and technical support, not the much-desired infrastructure 
development that the Solomons sought. After declaring the switch, Solomon Islands President 
Sogavare claimed, “when it comes to economics and politics, Taiwan is completely useless to 
us.” Other countries should take note that these countries are willing to use this lever if they 
see it in their interests—even at the cost of decades of good relations. 
 
China uses the BRI to ply vulnerable states with access to loans for development initiatives, 
ostensibly for greater mutual economic benefit. In reality, however, recipient countries are 
frequently unable to meet the conditions of the loans and become beholden to Chinese 
interests. The result could be that China attains a position of leverage over the recipient 
country and assumes control of infrastructure projects and facilities. An example of this 
technique is Sri Lanka. Here, China accepted a 99-year lease for the port of Hambantota as 
debt relief when the Sri Lanka government could not make its loan payments. A similar 
outcome is likely with the port in Mombasa, Kenya, as the government there appears likely to 
default on its loans. Alternatively, as has been the case with the China-Pakistan Economic 
Corridor and the 17+1 initiative with Eastern Europe, the promised development and economic 
benefits simply do not materialize for the targeted country. China, however, routinely benefits 
from these relationships as exemplified by acquiring strategic lines of communication that 
connect western China with the Indian Ocean and purchased the port of Piraeus in Greece, 
respectively. Likely in response to critiques of China’s “dollar diplomacy,” Kiribati released a 
statement that China’s support was in the form of donations and not loans, but that claim has 
yet to be confirmed. There is some evidence that the dangers posed by potential debt traps 
are being realized in the region; other than Vanuatu, PICs have not taken on new Chinese 
debt since 2018. Nonetheless, the PRC pushes ahead with new business development and 
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diplomatic engagement in the region, and Beijing used the COVID-19 pandemic as another 
avenue to engender goodwill with the PICs through so called medical diplomacy—giving 
protective gear and other needed equipment to these relatively poor countries. Here again, the 
sentiment analysis discussed above only serves to highlight the success of Chinese actions.  
 
It should be noted that China does have legitimate economic interests in PICs, such as access 
to fisheries and mineral resources. It is clear there can also be significant environmental costs, 
negative economic impacts, and regional friction caused by China’s disregard for the rights of 
neighboring nations. If PRC promises fail to live up to the billing, PICs will likely suffer similar 
outcomes as Sri Lanka that place facilities under China’s control or result in greater access to 
resources or, potentially, Chinese military logistical support or basing. 
 
Tipping the Balance and Possible Military Intentions  
China’s growing influence in the region has the potential to upset long-established 
relationships and dynamics. Traditionally New Zealand and Australia have been the primary 
providers of aid in the South Pacific. Aid given by these countries’ far exceeds PRC’s support, 
but China is now the region’s third largest donor. Looking strictly at aid, however, misses the 
huge economic boon China provides through commercial activities and private investment. For 
example, in 2017, Chinese commercial construction activity was six times greater than the 
amount of aid it delivered to the region.  
 
China’s support also gives PICs added leverage when dealing with traditional powers. 
President Sogavare, for example, expressed hope that Beijing would not only assist with 
economics, but also provide leverage when the Solomon Islands dealt with its traditional 
partners (e.g., Australia). While a legitimate tactic for PICs to play their interests off each other 
to get the best deal possible, China’s role has titled the playing field more in their favor. 
China’s efforts in the region have caused the United States, Australia, and New Zealand to 
take notice. The result is that all three countries are now paying more attention and working to 
counteract China’s advances.  
 
A chief concern among Western powers is that some PRC development projects could also be 
used for military purposes – so called “dual-use” projects with civilian and military uses. For 
instance, plans for a major wharf project in Vanuatu were temporarily halted when it was 
leaked that it would be a dual-use facility. China spent $114 million renovating Luganville 
Wharf, supposedly for tourism and container ship purposes, but those commercial revenue 
streams have yet to materialize. The fact that the port is able to accommodate warships, 
possibly even an aircraft carrier, is concerning, especially if Vanuatu finds itself unable to pay 
off its China debt. Also of concern is the idea of building a container ship hub on Kiribati’s 
Christmas Island and the long-term development proposals for land reclamation projects, like 
the Chinese island-building initiatives in the South China Sea. It raises the very real concern of 
Chinese bases—or military access at a minimum—in the middle of the Pacific with the ability to 
project power far outside the Second Island Chain. This is especially alarming given the atoll’s 
proximity to Honolulu—just 1,300 miles away. Any evidence of militarization similar to the 
South China Sea would likely exacerbate an already tense relationship between the PRC and 
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the United States and its allies. And indeed, it poses a risk for escalating tensions—not just 
diplomatically, but possibly militarily as well. 
 
There are already signs of increased PRC military activity in the South Pacific. In October 
2019, the People’s Liberation Army Navy (PLAN) vessel Qi Jiguang conducted unusual 
training as part of a port visit to New Zealand and made stops in several PICs. A three-ship 
PLAN task force also made a port call in Sydney last year. The visit was made as the task 
force returned to China from operation off the Horn of Africa, but given how out of the way 
Sydney was for the voyage, some viewed the ships sailing through Sydney Harbour and the 
South Pacific waters as a deliberate show of force. 
 
PIC Pushback 
PRC influence is not uniformly welcome. The negative impacts of the BRI have become 
apparent in countries like Sri Lanka, and some PIC groups fear that the same fate awaits their 
countries. Additionally, others feel that it is wrong to abandon long-time friends like Taiwan, 
Australia, and New Zealand for the quick money that China offers. Taiwan has seized on the 
dissatisfaction among various groups in order to continue relations with several PICs at a sub-
state level. An example of this played out in the Solomon Islands where a local opposition 
group, Malaita for Democracy, actively opposed the switch to recognizing Beijing, and they 
continue to maintain a relationship with Taiwan. For their part, Taiwan sent coronavirus aid 
directly to the group. Interestingly, it was intercepted by the Solomons government. This was 
portrayed as the central government being beholden to Chinese interests at the expense of the 
local population. Additionally, after the Solomons switched recognition to Beijing, there were 
street protests in the provincial capital of Malaita and ruling party officials were berated in 
public forums, resulting in the province premier signing a pledge to never engage with Beijing. 
Indeed, sentiment analysis of social media, news, blogs, and other web sources surrounding 
the Solomon Islands and Kiribati declarations of diplomatic recognition of the PRC shows that 
highly negative sentiment reached levels of nearly 10%; these were higher levels than at the 
height of animosity toward China in spring 2020 when COVID-19 was racing around the world. 
Such levels of high negativity clearly demonstrate sizable portions of the regional population 
are resistant to further PRC influence. 
 
Associated with local discontent 
toward PRC influence is the 
potential problem of elite 
capture, where the governing 
officials and institutions become 
more beholden to China than to 
the population because of 
intertwined business dealings 
and personal gains. Pacific 
Island nations claim to recognize 
the unequal bargaining 
relationship with China and the 
dangers of some of the debt and  
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aid they receive, but they also remain protective of their independence and are aware of their 
strategic position. Citizens are likely to respond if they feel that their leaders are acting outside 
their interests and more in line with China’s. Indeed, the ruling party in Kiribati lost its majority 
in the election following its recognition of China, although the sitting president won reelection. 
Protests were also seen in Kiribati after the diplomatic switch was announced, with the 
opposition leader Titabu Tabane claiming that the government had failed to consult the people. 
Again, in the Solomons in early September 2020, the prime minister for Malaita, Daniel 
Suidani, offered up a referendum on independence due to the government allowing a flight 
from Guangzhou to land that was carrying Chinese as well as repatriated Solomon Islanders 
from China (see Figure 2). Out of over 100 passengers on the plane, only 20 were Solomon 
Islanders. The anger about this flight largely stemmed from pandemic-related action; the 
Solomon Islands had cut off all outside travel to prevent the spread of COVID-19 and has not 
recorded a single case, and the fact that only 20 percent of the passengers were actually 
Solomon Islanders further exacerbated ill will. 
 
Perhaps the most striking 
example of countering Chinese 
influence within the PICs came 
from Palau in September 2020. 
The one-time U.S. territory has 
been dependent on the United 
States for its security and 
national defense since gaining 
independence in 1994. Due to 
PRC activities in the region and 
Western efforts to counter 
Beijing’s growing influence, 
Palau invited the U.S. to build a 
large military base for recurring 
deployments on its territory (see Figure 3). While such a move could further inflame what are 
already growing tensions, the basing agreement clearly signals an unwillingness by some PICs 
to allow unchecked PRC ambitions in the South Pacific. 
 
Conclusion 
Beijing has demonstrated an interest in Pacific Island Countries for a number of reasons, and 
its involvement in the region will only increase in the coming years. While the PRC has many 
legitimate reasons for engaging nations in the South Pacific, tensions will continue to build as 
China’s influence grows and Western interests are challenged. By broadening its sphere of 
influence beyond the first and second island chains, China further protects its mainland from 
outside influence and increases its ability to shape the world and create an environment 
suitable for its continued rise. The PICs are an area where Beijing will seek to further this 
agenda. And while leaders in these countries see strategic benefit and leverage through 
deepening relations with the PRC, they must also consider what China hopes to gain through 
their engagement because the actions on these small islands could have outsized effects. 
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