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Chinese infrastructure investment in Australia has rarely left the headlines lately. It's reported
that telecommunications giant Huawei will likely be banned from building Australia’s 5G network
on national security grounds. Hong Kong-based company CK Infrastructure’s

bid to buy APA Group&rsquo;s gas pipeline network

is also proving controversial.

Scrutiny of the national security implications of infrastructure has been upgraded . The new C

ritical Infrastructure Centre
is assisting the Foreign Investment Review Board in this. Though not made explicit, the main

focus is China.

Read more: Explainer: why Chinese telecoms participating in Australia's 5G
network could be a problem

Greater scrutiny of investment projects is welcome, especially if community and environmental
concerns are also considered. However, Australia could benefit from the availability of Chinese

infrastructure financing.

Australia’s north has significant infrastructure needs . And in the major Australian cities, public
transport systems are inadequate

, leading to ever-longer

commuting times

. China also possesses world-class

expertise in high-speed rail

, Which could be harnessed to better connect cities on the eastern seaboard.

Given the state of relations with China and Australia’s pressing infrastructure needs, the
Australian government must develop a clear strategy for Chinese infrastructure investment.
Instead of passively scrutinising bids, the government should proactively identify worthwhile
projects and engage Chinese counterparts to finance and implement them.



http://www.abc.net.au/news/2018-06-13/huawei-looks-likely-to-be-blocked-from-5g-mobile-network/9867186
https://www.reuters.com/article/us-apa-m-a-ck-infra/hong-kongs-cki-launches-9-8-billion-bid-for-australias-top-gas-transporter-idUSKBN1J832A
https://www.theaustralian.com.au/news/nation/security-test-puts-heat-on-foreign-bids/news-story/25fa86a7acfb8c4c21abedb6a16edab7
https://www.homeaffairs.gov.au/nationalsecurity/Documents/cic-factsheet-what-is-critical-infrastructure-centre.pdf
https://www.homeaffairs.gov.au/nationalsecurity/Documents/cic-factsheet-what-is-critical-infrastructure-centre.pdf
http://theconversation.com/explainer-why-chinese-telecoms-participating-in-australias-5g-network-could-be-a-problem-97690
http://theconversation.com/explainer-why-chinese-telecoms-participating-in-australias-5g-network-could-be-a-problem-97690
http://infrastructureaustralia.gov.au/policy-publications/publications/Northern-Australia-Infrastructure-Audit.aspx
https://theconversation.com/this-is-how-sydneys-transport-system-has-gone-off-the-rails-90301
https://theconversation.com/this-is-how-sydneys-transport-system-has-gone-off-the-rails-90301
https://theconversation.com/stuck-in-traffic-we-need-a-smarter-approach-to-congestion-than-building-more-roads-84774
https://www.businessinsider.com.au/china-bullet-train-speed-map-photos-tour-2018-5?r=US&amp;IR=T
https://theconversation.com/view-from-the-hill-china-challenge-is-the-issue-of-the-moment-in-australian-foreign-policy-98580

What's driving Chinese infrastructure investment overseas and how can we make the most of it?

Written by Shahar Hameiri, Associate Professor of International Politics, The University of Queensland

Read more: Australia risks missing out on China's One Belt One Road

Belt and Road isn’t just a political ploy

A proactive approach could benefit Australia because Chinese infrastructure investment is not
as strategically directed as many assume. This is clear if we examine the Belt and Road
Initiative (BRI) —the
centrepiece of China’s global infrastructure financing spree.

The Australian government, on security officials’ advice, has not joined the BRI. However, Belt
and Road is not a carefully planned &ldquo;grand strategy&rdquo;

. Itis largely driven by the diverse activities of state-owned enterprises competing for projects
and financing.

President Xi Jinping has undoubtedly used the BRI to signal China’s rise to “great power”
status. But its main drivers are domestic and commercial. At its core, the BRI is an effort to
alleviate China’s industrial overcapacity problem in key sectors, such as steel, glass, cement
and aluminium.

Overcapacity has worsened since the global financial crisis, as Beijing sought to maintain
growth by encouraging an infrastructure construction boom. State-owned enterprises (SOESs)
spearheaded this. After profitable domestic opportunities had dried up, international expansion
became attractive, to keep SOEs working and to find more productive outlets for China’s huge
foreign currency reserves

Read more: As its economy changes, China is starting to export its real estate
ideas too
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The BRI's implementation has reflected competition, lobbying and compromises among
ministries, provinces and SOEs. Its masterplan document — “Vision and Actions on Jointly
Building Silk Road Economic Belt and 21st Century Maritime Silk Road” — is a case in point. It
contains 50 “priority areas”. These cover virtually every governmental and non-governmental
activity, showing little actual prioritisation.

Early statements suggested a BRI focus on Central and Southeast Asia. But since 2015 the
initiative has been formally opened to all countries . This was again due to intense lobbying
from provinces, SOEs and some foreign governments. All are keen to get some of the action,
suggesting little strategic direction.

The vague and loose Belt and Road plan has enabled considerable scope for interests within
the Chinese party-state to use it for their own, economically motivated, agendas, with little
consideration for Beijing’s wider diplomatic objectives. This has generated a rather chaotic,
“bottom-up” process for selecting and funding projects.

Belt and Road project ideas usually emerge from state-owned enterprises’ in-country
subsidiaries. After spotting an opportunity, they try to build support in the recipient government.
Occasionally, this includes bribing officials . They also often seek to obtain the local Chinese
embassy’s support to improve lobbying back home.

Once agreement with the recipient government is reached, the SOE or the recipient government
applies for financing from China’s policy or commercial banks. The banks determine whether to
extend credit after assessing repayment capacity. The central government’s involvement is
typically limited to the National Development and Reform Commission’s formal approval.

Read more: The Belt and Road Initiative: China's vision for globalisation,
Beijing-style

Australia still needs to manage the risks
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Chinese infrastructure projects are not risk-free. The potential for misuse of key infrastructure to
serve Chinese strategic agendas is clearly the Australian government’s foremost concern. But
there are more immediate issues too.

Chinese banks’ lending standards are well below world “best practice”. They give limited
consideration to social, environmental and labour protections when awarding financing to
projects.

Read more: China's green planning for the world starts with infrastructure

Tough competition between Chinese companies means they have strong incentives to cut
corners and promote projects that recipients do not need. The latter can be saddled with
unnecessary infrastructure and potentially unsustainable debt. Furthermore, Chinese central
agencies’ capacity to regulate SOEs’ offshore activities is weak, so they cannot be relied upon
to manage these problems.

Closer scrutiny of investment proposals is, therefore, clearly necessary. So, too, is tight
regulation of project implementation. Australian regulators should also ensure Chinese projects
adequately resolve social, environmental and labour concerns.

The fragmented nature of Chinese investments provides opportunities, however, for selective
engagement that could serve the wider public interest. This should form part of a clear
Australian strategy towards China based on a nuanced analysis of both the threats and
opportunities of this multifaceted relationship.

Read more: Canada's disturbing lack of vision on dealing with a rising China
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