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AUTHOR’S NOTE


This book had its origins in Monash University’s Richard Larkins Oration, which I delivered in August 2012. It was exactly one year after I concluded my four-and-a-half-year term as Australian ambassador to China, and after I resigned from government service following twenty-seven years working mainly on Australian foreign and trade policy, much of which was on China.


At the time of the oration, the subjects of China’s rise, its security threats to Australia and its challenge to the US’ pre-eminence in East Asia were just emerging as hot topics of public discussion. During president Barack Obama’s visit to Australia in November 2011, while standing next to a gushing prime minister Julia Gillard, he’d announced the establishment of a US Marine base near Darwin. The previous day, breaching normal protocols and good manners, he’d used his speech to the joint houses of the Australian Parliament to attack China and reveal for the first time his new foreign policy doctrine: the Asian ‘Pivot’.


Hugh White in 2010 published what has turned out to be a prescient and hence seminal book on the strategic challenges of China’s rise. In The China Choice, he argued that soon the US would need to decide between accommodating China’s rise and, in order to avoid war, ceding strategic space to China and ultimately hegemony in East Asia; or choosing to push back and seek to contain China. The implications of this for Australia were massive, not least as China had by then become Australia’s biggest trading partner, and this dependence would only grow. As a realist in foreign and strategic policy, White argued for the US to begin sharing power with China.


The torrent of invective, bile and ludicrous charges of ‘appeasement’ directed at White by some of Australia’s conservative commentators took the country’s public policy discussion to a new low.


It was against this background that the Larkins Oration was written, and it is probably why the turnout on a cold and damp Melbourne winter evening was unusually large. In the front row was former prime minister Malcolm Fraser. I had not met him before, but I remembered him as minister for the army in the Liberal government during the Vietnam War, a loathed figure among the anti-war student movement. And as leader of the Opposition, he engineered the ouster of prime minister Gough Whitlam by conniving with governor-general John Kerr. One of Whitlam’s first acts on being elected prime minister in December 1972 was to end Australia’s involvement in the Vietnam War and recognise the People’s Republic of China (PRC). These were defining moments in Australia’s relationship with the US, marking a return to an independent Australian foreign policy.


Over the many years since his time as minister for the army, Fraser had arrived at a view of the US as a country destined for war, driven by its military–industrial complex’s insatiable appetite for conflict and the corruption of US politics which that involved. Fraser’s views by the end of his life may have been even more antiwar and more anti-US than those of the student demonstrators during the Vietnam War. His journey had brought him to the Larkins Oration as a stooped, frail figure—he would pass away two-and-a-half years later—and he spoke at length with me afterwards, welcoming what I had said.


Now free after my government service, I tried to make the case for Australia to develop once again an independent foreign policy with respect to China’s rise, one based on our interests and, equally importantly, on a well-grounded understanding of China. This would involve not only China’s potential as a security threat as its economy continued to grow, but also a realistic understanding of the constraints China was under and the real limits to its ability to project power and become a global hegemon. The rise of China would not, because it could not, be a re-run of the rise of the US. When viewed from Beijing, my point of reference, the world and the security challenges China faced looked very different than when viewed from Washington or Canberra.


This book has been a work in progress for many years. Over this time, China’s rise has continued unabated despite its many internal and external challenges. Since 2012, China has found ways to shape the world order other than exercising military power—though it has been busily accumulating a formidable arsenal—to ensure its security and regime survival. In pursuing its grand strategy, it has cumulatively, and by its great weight in the world, changed the world order in its favour. As a consequence, Australia faces difficult foreign policy and security challenges. So far, unfortunately, it has been found wanting. This book addresses these issues.


The enforced stillness of the COVID-19 lockdown enabled me to finish the writing. However, it also denied me access to many books and materials that had been accumulating in Beijing over the years, as well as to libraries and bookshops, rendering it challenging to follow up sources and identify authorities. Google, Wikipedia and courageous e-commerce couriers helped.
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This book is a summation of over thirty years working in and on China, including the past thirteen years spent first as Australia’s ambassador to the People’s Republic of China, and then, since late 2011, working in and with business. In all of these many and different roles, the hardest task has been explaining to policymakers in government and business the contemporary reality of China. Sometimes this has involved leaning against periods of enthusiasm, when Beijing is given the benefit of the doubt and government and business are dazzled by the prospect of endless opportunities. At other times, it has involved leaning against periods of pessimism, as insecure optimism is disappointed by the realities on the ground and China has not done as was hoped, or worse, expected. Fortunately, Australia, until recent times, has largely been free of the ideological baggage that the US and many of the European states have carried with them into the China relationship.


I have also had wonderful opportunities to travel all over China, something that was much harder in the times before mine. I was the first Australian ambassador to visit officially all thirty-one provinces of China, and have had the good fortune since 1987 to visit Tibet on five occasions and Xinjiang on at least six. I have also travelled to Yunnan, Gansu and Inner Mongolia multiple times, and to the far north-east in both breezy summers and freezing winters. These travels have been drawn on here to enliven and inform the narrative.


Such is the vastness and complexity of China that I have often found anecdotes much more effective in helping decisionmakers understand the realities of the country than any amount of sophisticated analyses and data. Accordingly, I have used personal stories throughout this study to add a sense of feel and texture to the narrative. Most importantly, they help provide context to perhaps the most remarkable story of our times: how China over the past forty years has gone from being a boutique foreign policy interest to transforming the world order, and in the West, viewed in most capitals as the major threat to global security. China’s rise need not, and I believe will not, end in war, but this moment of managing a power shift of untold historical significance is replete with uncertainties and risks. Understanding China’s grand strategy, the order it has created and the constraints on its exercise of power, may help statesmen avoid catastrophic miscalculations.





INTRODUCTION TO THE SECOND EDITION


Reviewing China’s Grand Strategy and Australia’s Future in the New Global Order four years after the first edition, three observations become immediately apparent. First, it is striking how much the world has changed in a relatively short time. One is reminded of Vladimir Lenin’s remark: in international affairs, it can often seem that in years nothing changes, then in weeks everything does. Second, how interests prevail in the relations between states as demonstrated by the journey in the Australia–China bilateral relationship from the abyss, at the time of the first edition, to ‘stabilisation’ if not ‘normalisation’ today. Third, despite risks and setbacks, China’s grand strategy continues to guide its policies with great consistency.


In 2020, the world was grappling with the COVID-19 pandemic. For much of the global population, mass deaths, lockdowns, medical interventions and limits on travel had become for the first time the realities of daily life. On reflection, thanks to medical science, a sophisticated pharmaceuticals industry and the natural spread of immunity, the COVID-19 pandemic did not last long enough fundamentally to alter the global order.


One of COVID-19’s legacies has been in alerting governments and communities to the inherent risk of dependence on international supply chains for products critical for personal or national security. The subsequent move away from deep supply-chain dependencies and the legitimisation of greater government intervention to spread risks mark the high-water level of post-1980s globalisation.


Free trade and investment flows are now regularly challenged on the grounds of security and the need to diversify risk. The memory of the COVID experience of shortages of masks, testing kits and vaccines will endure, making it easier for populist politicians to argue by analogy for all manner of interventions in the economy on the often-spurious grounds of ‘national security’.


From a geopolitical perspective, the events that have had the biggest effects on global order have been Russia’s invasion of Ukraine in February 2022 and the US presidential electoral cycle, which has seen the presidency go from Trump to Biden then back to Trump again between editions of this book. The unedifying retreat by the US-led NATO forces in Afghanistan, followed by wars in Europe and Palestine, demonstrated the fading of US power and its capacity to shape the international order in its interests.


During this period, European politics moved overall in a more right-wing, populist direction. Europe has also hardened its stance against China, partly in response to its failure to condemn Putin’s invasion of Ukraine and as an ‘enabler’ of the war on its eastern front by taking commercial advantage of the West’s sanctions against Russia. But with Trump’s high-handed disregard for the Atlantic alliance, a softening of Europe’s attitude towards China may be in the offing. China’s diplomacy is certainly taking no time to try to capitalise on European and Latin American dissatisfaction with Trump.1


Technological competition, especially in the digital arena, has intensified, but US leadership in this vital domain of international relations is clearly under challenge by China.2 Global cooperation on addressing climate change and other major environmental challenges has waned. With the onset of the multipolar order, the Global South has emerged more vocal and with greater coherence.


The May 2022 election in Australia eventually ended the downward spiral in the Australia–China relationship. The newly elected Labor government moved decisively to put a floor under ties, to which Beijing responded constructively. The crisis in the bilateral relationship between Australia and China was a major focus of the first edition. The relationship has vastly improved over the past four years. Yet Australia continues to be uncomfortably stretched, attempting to ride two diverging horses: its economic dependence on China grows, while Canberra hews ever more closely to supporting US primacy over China. The first edition sought to alert policymakers to Australia’s emerging dystopian future in the new multipolar order, with only least-bad policy choices available.


Meanwhile, China has continued to pursue its grand strategy to maintain territorial integrity; rapidly strengthen its military; expand its influence in Central Asia, West Asia and in the Global South more generally; and reduce its dependence on foreign markets for vital raw materials and energy: all to make the world a safer place for the Communist Party of China (CPC).


The new multipolar world order that was emerging four years ago has arrived. Then, in the first edition of this book it was argued that the new world order would comprise two bounded orders: one arranged around the US and the other around China. They would be defined by their respective values, and forms of social and political organisation along a spectrum from representative to authoritarian government.


Each would have its transnational institutions to provide structure and coherence to their respective orders. Some would be exclusive, such as NATO or the Shanghai Cooperation Organisation, but others would overlap the orders, such as the Bretton Woods Institutions or the United Nations. Over the past four years, the institutions of the China-led order have displayed greater vitality and relevance to the now multipolar world order, attracting ever-expanding membership and policy programs that challenge the legitimacy of some of the older institutions, such as the US dollar as the world economy’s reserve currency. An important exception has been the expansion of NATO in the face of Russia’s aggression.


This new introduction discusses what and why things have changed over the past four years and seeks to draw out the implications for world order. The biggest and most recent shock has been the return of President Trump to the White House, but all have profound implications for regional stability and Australia’s foreign and security policies.


US Indo-Pacific policy since 2020


The first edition identified and analysed the historic re-setting of US–China relations from policies that had prevailed since President Nixon went to Beijing in a cracking cold February in 1972. For decades, the relationship could be safely characterised as one of strategic cooperation, forged in the depths of the Cold War to contain the Soviet Union. But by the 2010s, China’s inexorable economic rise following the adoption of Deng Xiaoping’s market-oriented policies in 1979, together with rapid military modernisation, inevitably began to challenge US primacy in East Asia. Worse, in some ways, for many in Washington’s think-tank circles, with the spread of markets and prosperity, China remained firmly authoritarian in its political and social organisation. By the mid-2010s, a deeply felt sense of ‘buyer’s regret’ had spread to both sides of the aisle in Washington: Democrats and Republicans alike felt it was now time to push back hard on China and firmly resist its rise. With little historical validity, many were now proclaiming a ‘new Cold War’.3


In 2019,Trump 1.0 launched his Indo-Pacific strategy, emphasising the priority of maintaining a ‘free and open Indo-Pacific’. It gave conceptual coherence to policies intended to balance, if not initially, to contain China. This was to be achieved through strengthening alliance relationships. Central to this strategy was working with regional allies, especially Australia, Japan, South Korea and the Philippines.


Arrangements such as the Quad—the Quadrilateral Security Dialogue, involving the US,Japan, India and Australia—were elevated and took on an unambiguous security dimension. Whereas in the first edition of this book, the Quad was described as a grouping that ‘dares not speak its name’, indicating continued reticence about confronting China, by the end of Trump’s first presidency, the group had been elevated to summit-level meetings and was open about its purpose to push back against China. Containment of China had begun, and Australia was an enthusiastic supporter.


From 2020, following armed fighting on the Indian–China Himalaya border—the Line of Actual Control (LAC)—India also became an open and enthusiastic supporter of the Quad as part of its political response to what it said was Chinese ‘unprovoked’ aggression along parts of the LAC. India–US relations strengthened. India also overcame long-held resistance and permitted Australia to participate in the Malabar joint-naval exercises.


When Biden occupied the White House in 2021, he doubled down on Trump’s Indo-Pacific strategy. The Biden emphasis on constructing a ‘latticework’ of alliances emerged over the first couple of years of his presidency. This was perhaps the single most important foreign policy achievement of his presidency. The novelty of it was that it went beyond the traditional hub-and-spoke network that was based on Washington, with Washington the hub and bilateral alliances the spokes. The Biden administration encouraged US alliance partners to create their own networks of bilateral and minilateral groupings: Japan and the Philippines; Australia, Japan and the Philippines; South Korea and Japan.


To date, the main achievement of this doctrine was for the US to bring Japan and the Republic of Korea (ROK) together in a security arrangement that required both to look past their long-standing differences over Japanese colonisation of Korea and associated war crimes and human rights abuses. China’s continued military expansion and assertive regional diplomacy created the conditions to enable Korea and Japan to bury the hatchet of almost a century of mutual suspicion and animosity.


The August 2023 trilateral meeting in Washington of the US, Japan and ROK resulted in a joint statement, ‘The Spirit of Camp David’. After quoting Biden congratulating President Yoon and Prime Minister Kishida for their ‘courageous leadership in transforming relations between Japan and the ROK’, the statement went on to say:




With the renewed bonds of friendship—and girded by the ironclad U.S.-Japan and U.S.-ROK alliances—each of our bilateral relationships is now stronger than ever. So too is our trilateral relationship.4





Cooperation is to be based on ‘shared values’ and a commitment to a ‘free and open’ Indo-Pacific. These are Washington’s preferred code for saying that the arrangement is aligned against China in the great power competition. While ASEAN ‘centrality’ is acknowledged, this has become almost a mandatory statement in regional documents with little practical purpose. Most ASEAN states do not wish to be aligned with either one of the great powers.


‘The Spirit of Camp David’ foreshadowed deepening trilateral cooperation across a range of areas, such as trade, finance, development cooperation, infrastructure, technology, AI and climate change. The document also expressed grave concern over the behaviour of North Korea. At its core, however, was the perceived threat of China to regional stability. China’s unacceptable behaviour in the South China Sea was called out specifically. It initiated a new trilateral security arrangement between the signatories and annual jointmilitary exercises.


In June 2022, the election of Bongbong Marcos in the Philippines saw a pivot from President Duterte’s closer alignment with Beijing to tossing the lot of the Philippines in with Washington. The Philippines was again open to US military bases, which were quickly re-established. The relationship has now become as close as it has ever been. The Scarborough Shoal and Second Thomas Shoal disputes between the Philippines and China are now other regional flashpoints.5


In April 2024, the Biden doctrine was extended further when, following another Washington summit, a trilateral arrangement between the US–Philippines–Japan was announced. This was to have both a military and an economic component involving greater military-to-military cooperation and exercises, and a development agenda to counter China’s Belt and Road Initiative (BRI), with infrastructure funds to be committed bilaterally by the US and Japan and from the G7’s Partnership for Global Infrastructure and Investment (PGII).


In March 2024, Chinese coastguard vessels on two occasions had fired water cannons at Philippine naval vessels as they attempted to resupply the handful of troops on the rusting hulk maintained by Manila to assert its authority over the Second Thomas Shoal, which Beijing claims is part of its territory under its disputed nine-dash line. Presumably in response, on 7 April the US, the Philippines, Australia and Japan conducted their first ever four-way naval exercise in the South China Sea.6


The notion of a variable geometry of coalitions of alliances to balance China, but which did not always include the US, was proposed in the first edition of this book. It was also argued that such groups should not be defined by geographic proximity, as China’s weight would increasingly be felt globally. It was argued, for example, that Australia would find greater like-minded support for advancing its values and human rights concerns among European states than in its immediate region. Furthermore, it was argued that if the Quad were really ‘an alliance of democracies’ in the region, other democratic states such as South Korea, the Philippines and Indonesia should be invited to join it. In doing so, it would look less like an anti–China alliance. With the improvement in relations between South Korea and Japan, it is possible that Seoul might be asked to participate.


AUKUS


A step change occurred in September 2021 when Australia’s Morrison government revealed that it had been in secret negotiations with the US and UK to acquire a domestic nuclear-powered, but not armed, submarine capability. AUKUS envisages Australia’s acquisition of three second-hand Virginia Class submarines in the 2030s, while developing jointly with the UK an entirely new nuclear-powered submarine to be built in Australia in subsequent decades. It also meant tearing up the existing contract with France for conventional submarines. French reaction was predictably outraged.


AUKUS meant that without any public discussion and no debate in the Australian Parliament,Australia’s defence posture was effectively changed overnight from long-standing defending the continent, to forward-force projection. It was a new take on an old doctrine—that of ‘forward defence’—which Australian governments had adopted at the height of the Cold War to keep the ‘threat’ from Asia as far from Australian shores as possible. Australia was now putting all its security eggs in the US basket and committing to support the maintenance of US primacy in the Indo-Pacific. In effect, this would mean joining the US in military conflict over Taiwan.


The announcement shocked Australia’s strategic policy establishment and has been subject to fierce debate in elite policy circles ever since, but much less so among the wider public. Arguments go to desirability and necessity, costs, feasibility and practicality, and the long timelines for realisation which, if it were to occur, will leave Australia with a significant submarine capability gap. Indeed, it may very well end up with no submarine capability at all.7 In this book, the significance of AUKUS lies mostly in its foreign policy dimensions. For China, AUKUS hardly moves the dial on its security. It involves relatively few vessels when compared to the expected size of both China’s and the US’s capability by the time the first boat is delivered. But the foreign policy implications have been immediate.


With AUKUS, Australia has turned away from the region and back to the Anglosphere for its security. It has made a clear choice for the US over China, instead of adopting the strategic ambiguity and resulting even handedness of its neighbours. It has set Australia further apart from its near neighbours and from the region with which it had been seeking deeper engagement for the past half century.


With a federal election looming in the first half of 2022, the Labor opposition embraced AUKUS without a second thought. The imperative to not be wedged by the Coalition for perceived weakness on national security prevailed over all other considerations. Since then, Labor has further integrated Australia into the US’s military planning, providing for the stationing of long-range bombers at RAAF Base Tindal in the Northern Territory and the eventual use of HMAS Stirling in Western Australia for US nuclear-powered and armed submarines. These are only the publicly disclosed measures to support the US in any eventual military conflict with China. The policy under many Australian governments of encouraging greater interoperability with US forces has now become one of interchangeability.


Indo-Pacific NATO


When Russia invaded Ukraine soon after NATO’s ignominious withdrawal from Afghanistan, the Madrid NATO Summit in May 2022 floated the idea of a ‘single theatre’ of geostrategic competition. In February 2022, Putin and Xi announced their ‘friendship without limits’ on the eve of the invasion. Together with China’s failure to condemn the invasion, along with forty other states that either voted against the UN resolution (5) or abstained (35), the spectre of an ‘alliance of autocracies’ stalking the liberal West was readily conjured up.8


The notion that there was a ‘single theatre’ of strategic contest was suggested by the US and backed for a while by Australia and some others, including, enthusiastically, the NATO secretary general at the time. However, several European states quashed the idea for a mix of concern over their own bilateral relations with China and the need to keep primary focus on the Russian menace. For these states, the security threats were much closer to home.


While the Biden administration side-stepped Japan’s new prime minister, Shigeru Ishiba was urging for an ‘Asian NATO’. Shigeru found no support at home for this idea either and his own political fortunes, independently of this issue, have been eclipsed. His successor, Fumio Kishida, was for a moment also enthusiastically promoting the idea until it was killed off by members of his own party for being too provocative against China. NATO’s previous secretary general had also been calling for NATO to agree to establish a permanent office in Japan, which had Kishida’s public support.


The arrival of President Biden in the White House in 2021, and China’s aggressive turn of foreign policy, effectively prepared the ground for a more concerted international pushback against China. This came especially in the areas of semiconductor and AI technologies and critical raw materials, many of which have become central to the green transition, but in which China dominates global processing and supply chains. Biden did not repeal any of Trump’s punitive bilateral trade measures against China.


Competition in advanced technologies, especially AI and microchips, was now at the centre of great power rivalry. The ‘small yard, high fence’ strategy was to deny China access to these technologies to preserve US leadership. The problem with this from Washington’s perspective is that it has tended to create greater incentives for indigenous Chinese innovations. If anything, rather than retard China’s technological catchup, the policy may have accelerated it. This was evident in China’s ‘Sputnik moment’ when DeepSeek AI was unveiled in January 2025.


Since 2020, military tensions in the region have heightened substantially. Far from de-escalation, actions by both China and the US and its allies have continued the cycle of action and reaction. Provocations such as former House Speaker Nancy Pelosi’s August 2022 visit to Taiwan, or Chinese navy and coast guard aggression in the Parcel Islands, have been potentially dangerous flashpoints, and others continue to recur. Neither the US nor China has been prepared to find points of compromise to reduce tensions. Far from there being ‘strategic equilibrium’, which Australian Foreign Minister Penny Wong asserts she wishes to preserve, the region is the focal point of great power competition in the global order.


From the Abyss to ‘Stabilisation’


In April 2020, one month before China’s Grand Strategy went to the printer, the Australia–China relationship reached its lowest point since the establishment of diplomatic relations in 1973. Already, by 2020, diplomatic relations were in the deep freeze, with political and high-level official contacts informally suspended.


After years of rising tension in the bilateral relationship, with accusations of Chinese state interference in Australia’s domestic politics, spying, technology theft and bullying behaviour in the South China Sea, the relationship was tipped over the edge when the foreign minister, publicly and unilaterally, called for an international independent inquiry into the origins of COVID-19. Two days later, the prime minister went further and harder, proposing that the World Health Organization establish a ‘weapons inspection’—like capacity to investigate the cause of pandemics.9


This came in the middle of a major stoush between China and the US over the origin of the pandemic. In March 2020, President Trump began provoking Beijing by alternately referring to COVID-19 as the ‘Chinese virus’ and the ‘Wuhan flu’, and by June the ‘kung flu’ virus. These were seen both as stigmatising China and racially insensitive and fed heightened xenophobia in the US around COVID-19. Unsubstantiated assertions were also surfacing that COVID-19 had escaped from a military laboratory in Wuhan.10


With Prime Minister Morrison’s call for an international investigation of China, the Australian Government was seen in Beijing to be piling on together with the US. Initially, anti-dumping duties were levied on Australia’s barley exports to China, and several abattoirs’ export-certification licences were revoked. Rhetoric on both sides became increasingly vitriolic as tensions between Beijing and Canberra mounted.


Then in November 2020, without warning, Beijing banned all imports of Australian wine, rock lobster, coal and timber. Australia screamed ‘economic coercion’ and gathered some international support from the Western democracies, some of whom were benefiting from the quietus of Australian products in the market. Beijing’s stunningly self-defeating actions left the Australian Government no option but to push back vigorously. Prime Minister Morrison used his invitation to the June 2021 G7 Summit to rally international support behind Australia and against China. Resisting China’s economic coercion for a period became a prominent talking point at international meetings.11


China’s bad behaviour towards Australia was also part of an aggressive turn in China’s policy towards the West more broadly. What became known as ‘Wolf Warrior’ diplomacy, which is discussed at length in this book saw Beijing torch in a short time previously thick buffers of international goodwill towards it, built up through informed, skilful diplomacy over preceding decades. It drove Europe, especially, to reach an internal consensus that China was becoming a threat to the international order and defining China as a ‘strategic competitor’. Attitudes against China, from South Korea and Japan to Europe, hardened.


The Australian Government noisily congratulated itself for ‘having stood up to China’ and to some extent having contributed to rallying Western nations to push back against China’s assertiveness. Every time Beijing criticised Australia, it was worn as a badge of honour by the Morrison government, the media and strategic think tanks.


Throughout this period, Australia also developed a ‘victim narrative’. The collapse in the bilateral relationship was said to be entirely China’s fault: it was China that had frozen high-level contacts, suspended visits, harassed two Australian journalists out of the country and had arrested and imprisoned two Chinese Australians. That Australia had been the first to ban the Huawei telecommunications company from its 5G network, introduced an anti-foreign influence law—clearly aimed at China—denied visas to certain Chinese visiting academics and students and had its security services raid the homes and offices of Chinese media based in Australia did not fit the narrative.


The curious thing about this, as international relations expert Michael Wesley argued, was that in doing so, Australia denied itself agency. It was saying to the world that the state of the relationship was completely out of its hands and it could do nothing to change the situation.12 This, of course, suited some senior advisers and conservative think-tank analysts who began to argue that the poor state of the relationship was the ‘new normal’ and the government should not expect, nor even work towards, improving the bilateral relationship.13


China and Australia were now in an abusive relationship but could not separate. Beijing knew that it relied on many of Australia’s resources and so, for example, not only was iron ore not banned but trade continued to boom. And Australia’s living standards were deeply dependent on the China market. Australian foreign and trade policy turned to the need to diversify away from the Chinese market. Funds were poured into programs by Austrade to support this effort and ministers’ speeches were replete with admonishments not to put ‘all one’s eggs in a single basket’.


‘Stabilisation’


By the time the Albanese Labor government was elected in May 2022, the bilateral relationship had sunk to its lowest-ever ebb. Until the election, the Morrison government maintained its rage against Beijing, including a widely publicised snub of the new ambassador by the prime minister, news of which could only have been disseminated by the prime minister’s office. The bilateral relationship was now being recklessly dragged into the Australian election, with Morrison declaring that Albanese was Beijing’s pick for PM. Under the privilege of parliament, Morrison accused Albanese of being China’s ‘Manchurian candidate’, a remark he was forced to withdraw by the speaker of the house.14 The domestic politicisation of relations with China also attracted attention across the region.15


The Morrison government’s approach to wedging Labor as weak on national security backfired spectacularly when large segments of Australia’s Chinese community voted against the Coalition in the May election. In the past, they had generally been strong Coalition supporters. This contributed to the loss of several hitherto blueribbon Liberal metropolitan seats.


With the prospect of a Labor victory being suggested by the public opinion polls, Beijing began to indicate that it wished to repair relations. Beijing believed that a highly skilled representative was needed to begin the process back to a more normal relationship. The appointment of a new ambassador, Xiao Qian, was a clear indication that Beijing was preparing the ground for a rapprochement. He was moved to Canberra from the relatively more senior diplomatic posting of Jakarta. In Xiao Qian’s first public speech as ambassador in February 2022, he said that Beijing wanted to meet Canberra halfway and that Beijing wanted to work with Canberra to put the relationship ‘back on the right track’.16


The Liberal Party’s post-election review concluded that ‘rebuilding the party’s relationship with the Chinese community must be a priority’. According to a poll conducted by the Australia–China Relations Institute in 2023, concerns over the Coalition’s management of the Australia–China relationship had spread throughout the wider population: Labor had a 20-percentage point lead over the Coalition as the party ‘best placed to handle Australia’s China policy’. By 2024, however, this gap had reduced to just 6 percentage points as the Opposition’s tone moderated. For the timebeing then, China is unlikely to become a domestic political football again in Australian elections.17 In a marked departure from positions he and the Coalition held before the 2022 election, Liberal Party leader and former Defence Minister Peter Dutton, who was one of the leading proponents of the ‘China threat’, fulsomely welcomed the 2024 visit to Australia by Premier Li Qiang and called for closer relations between Australia and China.18


Following its election, the Albanese government adopted a disciplined approach towards China, importantly toning down the rhetoric, limiting commentary on the relationship to Prime Minister Albanese and Foreign Minister Wong, and saying clearly that it sought to improve relations with China in view of Australia’s enormous economic interests there. The policy formula adopted was to ‘agree where we can, disagree where we must, and engage in the national interest’.19 The formula was projected as distinctively Australian, but its genesis owes much to a similar phrase used by the Biden White House.20


Since then, high-level official visits in both directions have resumed, senior official contact has returned to normal, China’s trade measures against Australian exports have been lifted, and one of the two Chinese Australians in detention in China, Cheng Lei, has been released. In most respects the relationship has returned to ‘normal’. Foreign Minister Wong, however, stresses that the relationship is still being ‘stabilised’. While this is attributed to differences in values and systems of political and social organisation, these differences between Australia and China have always been present, even in the halcyon days of the relationship.


What has changed during the period of estrangement has been Australia’s decision to join with the US in containing China to preserve US primacy in the region. Accordingly, while speaking of seeking friendly relations with China, Australia’s actions can be viewed by Beijing as hostile towards China. AUKUS, the Quad, heightened competition with China in the Pacific and fly-overs and sail-throughs in the South China Sea where territory is claimed, rightly or wrongly by China, are all directed at maintaining US primacy.


Following the US, the Albanese government has also sought to deny China access to Australia’s critical minerals and has commenced a process of diversifying supply chains in some sensitive industries away from China under its Future Made in Australia program. It has also substantially increased the weight given to national security when approving or rejecting foreign direct investment applications from Chinese firms. To Beijing’s chagrin, the sensitivity threshold lowered during the period of estrangement has not increased; in fact, the approvals process may have become even more restrictive.21


Conflicted Foreign and Strategic Policy


The Albanese government has gradually come to recognise that Australia now finds itself having to navigate a multipolar order. The formulation it has reached is one that is still nevertheless based on the premise of long-term US primacy. Accordingly, as is demonstrated with AUKUS and the Quad, Canberra still prioritises relations with the US over those with the region.


Trump 2.0 will cast dark clouds across this sunny outlook, as can already been seen by his disregard for the Atlantic alliance relationships and his preparedness, even enthusiasm, to engage directly with Putin over the Ukraine conflict. His supine acceptance of Putin’s territorial demands and outright rejection of NATO membership for Ukraine, without any corresponding security guarantees, have shocked the US’s European allies.


The assumption of US reliability is deeply ingrained in Australia’s foreign policy and security establishment, to the extent that it is an article of faith. Not only did the Albanese government retain the Morrison government’s crop of advisers, who were deeply invested in that assumption, but it doubled down by committing to the Morrison government’s AUKUS policy and the elevation of the Quad in terms of Australia’s regional relations.


This goes to the heart of Australia’s foreign policy conundrum, so well identified by the Australian Financial Review’s former international editor James Curran, and subsequently restated by former secretary of the Department of Foreign Affairs and Trade, Peter Varghese.22 Curran wrote of Australian foreign policy as speaking with ‘forked tongues’ for what Varghese said were the ‘unresolved contradictions’ of Australia’s strategic policy.


Australian foreign and strategic policies continue to be caught between recognising that a new multipolar order with a dominant China has emerged in the East Asia region, while still acting in support of US primacy. This is the fundamental dilemma in Australia’s foreign policy. Foreign Minister Wong likes to speak of ‘strategic equilibrium’ in the region, but this stability is premised on continuing US primacy. In fact, an equilibrium cannot exist when a dominant power is being challenged by an ascendent power.


As Curran and Varghese have argued, this ultimately constrains Australia’s policy choices in the region, especially as regional neighbours seek to avoid being drawn into making choices between Washington and Beijing. Wong is reverting to a long-standing strand in Australian foreign policy: wishing all players could be sensible and accept the existing order, while ignoring the shifting power dynamics that are underway.23


Rather than seek to develop a foreign policy based more on strategic ambiguity, as Australia’s neighbours do, the Albanese government has reinforced the US relationship. In addition to AUKUS and the Quad, the Albanese government has also gone further than Morrison in Pacific engagement in competition with China, especially with aid to policing in the region as demonstrated by the $A400 million Pacific Policing Initiative announced in December 2024. The Pacific Island states are all far distant from Australia, but the strategic rationalisation for this engagement is assumed rather than explained.


To check China’s moves to expand its influence, such as through security arrangements with the Solomon Islands, Australia’s aid program to the Pacific has received its biggest increase in over a decade. It has also sought to address employment opportunities through the Pacific Labour Mobility Scheme, although this is also to ease seasonal harvesting employment shortages in Australia. A mutually recognised division of labour has now been established in the Pacific, where Australia takes the leading role over the US in its contest with China there.24


One of Trump 2.0’s first foreign policy actions was to axe USAID. In 2022, US aid to the Pacific was $US249 million,just behind China. Australia already is the single largest donor to the region.25 Without consultation with its close allies in the region, the shuttering of USAID will substantially shift the burden of competing with China in the region onto Australia and New Zealand. This can be seen to be an early indication of the very real consequences for Australia of an unreliable US security partner.


Depending on the state of the US–China bilateral relationship— whether there will be more conflict or less—Australia may be called upon to do more in support of the US than the Australian community is willing to do. Sharper differences between Australia and the US over issues such as trade protectionism, climate change, regulation of big digital companies and global health standards all could see Australia disappointing White House expectations that Australia would necessarily back Washington against Beijing. This suggests that Australian policymakers need to be prepared for new and heightened tensions in relations with the US.


But to do so will necessitate a sharp and uncomfortable break with some of the shibboleths and assumptions that have been guiding Australian strategic thinking for the last fifteen years. It would entail an Australian diplomacy that recognises the reality of a multipolar order in which China has become an established peer competitor for the United States, would aim to assist Washington to step back from primacy and its corollary of US exceptionalism, and works with regional partners to find a stable balance of power in East Asia. This would involve affording China strategic space, not to become a regional hegemon but recognise its legitimacy and security concerns. In practical terms, this would involve disavowing regime change, which some inside the Washington beltway still urge, and avoiding provocation over Taiwan and in the South China Sea.26 This would not require being supine if China threatens legitimate freedom of navigation through contested international waters.


China’s New World Order


Earlier in this book, in my author’s note, I observed that:




Since 2012, China had found ways to shape the world order other than by exercising military power ... to ensure its security and regime survival. In pursuing its grand strategy, it has cumulatively, and by its weight in the world, changed the world order in its favour.27





Writing about this in 2020, it was as if ‘Australia had been sleepwalking into the new order’, so little attention then was paid to China’s institutional innovations to shape the order to reflect China’s growing economic weight in the world.28


Four years ago, the book introduced the notion of an emerging bounded order created by Beijing. The concept of ‘bounded order’ was taken from Chicago University’s international relations scholar John Mearsheimer, but this seems to have been its first explicit application to China.29 Only as recently as 2023 did Mearsheimer suggest that it might be applied to China.30 In 2024, noted US international relations expert Elizabeth Economy argued explicitly in a Foreign Affairs article that China was creating new institutions for the multipolar world order. Although she did not use the concept of ‘bounded order’, her analysis effectively describes what I had discussed in 2020 as being China’s ‘bounded order’. She set out the elements of this as:




built not just on multipolarity, but also on absolute sovereignty; security rooted in international consensus and the UN Charter; state-determined human rights based on each country’s circumstances; development as the ‘master key’ to all solutions; the end of US dollar dominance; and a pledge to leave no country and no one behind.31





Over the past thirty years, China has demonstrated substantial institutional entrepreneurship in constructing its bounded order. Importantly, until recently, this had been largely overlooked in the West. Arguably it began in 2003 with the formal institutionalisation of the Shanghai Cooperation Organisation establishing a permanent secretariat in Beijing in 2003. This was followed by the establishment in Shanghai in 2009 of the BRICS group, an intergovernmental organisation consisting originally of Brazil, Russia, India, China and South Africa; the New Development Bank (2013, Durban SA, Shanghai); the BRI in 2013; the Asia Infrastructure Investment Bank (2015, Beijing); and the China plus Central Asia Five (2024, Xi’an).


These institutional innovations reinforce the deep trade and investment integration of each of their respective members with China’s economy. They give institutional form through creating shared values and habits of consultation and cooperation. China sits largely at the head of these institutions, except for the SCO, where primacy is shared with Russia, but still in China’s favour. Doing so accentuates China’s regional and global influence. It can use these bodies to advance its foreign policy objectives and mute Western criticism of its actions.


A bounded order is not a closed one; members can and do participate in any number of regional and multilateral bodies on specific issues, especially those affecting the global commons such as climate change, arms control, nuclear non-proliferation, transnational crime, terrorism, pandemics and so on.


Over the past four years, China has effectively folded the emerging Global South into its bounded order. Membership of both the SCO and BRICS groupings has been expanded, and a long tail of aspiring new members and associates now exists. Together with the influence China has been able to exercise through the BRI it has managed to position itself as a leader of the Global South, although it would never claim such pre-eminence for itself lest it attract hostility.



The West Responds


Although President Obama’s speech in 2011 to the Australian Parliament announcing the Pivot to Asia was an early wakeup call, at the time of writing China’s Grand Strategy the US-led West was still only slowly coming to recognise the extent of China’s global challenge to US primacy. From around 2019 a raft of initiatives ensued, with which Australia was only too eager to associate itself. These imitated, while seeking to offer an alternative to, China’s innovations. They were mainly to do with infrastructure.32


In November 2019, the Blue Dot Network was launched by the US, Japan and Australia to fund infrastructure in developing countries, especially in the South Pacific. Since then, it has evolved into a standards certification body for infrastructure projects hosted by the OECD to certify their quality and sustainability. It is a shadow of what was intended to counter China’s BRI.


That task has now shifted to President Biden’s Build Back Better World (B3W), rebranded as Partnership for Global Infrastructure Investment (PGII) and launched at the 2022 G7 summit. It is to fund infrastructure projects in developing countries based on ‘Blue Dot’ principles. The G7 will ‘mobilise’ resources from all sources, public, private and multilateral. It has a target spend of $US600 billion by 2027, of which the US is to contribute $US200 billion. By 2024, the US officially claims to have mobilised $60 billion.33 It is now highly doubtful if any of this will survive Trump’s budgetary cuts.


To the extent that this amount included private sector funds, some or all probably would have been made regardless of the PGII. In any event, it is still well short of the target. With Trump 2.0 cutting USAID and other overseas programs, and with increasing pressure on European countries to lift substantially their defence spending, it is difficult to see how funds anywhere near the order intended to be mobilised will occur.


Another transport infrastructure initiative intended to compete with the BRI was the India–Middle East–Europe Economic Corridor (IMEC). It would have linked India, the Arabian Gulf and Europe via railways and shipping lines, as well as electricity and digital infrastructure. An MOU to create the IMEC was signed at the Delhi G20 summit in September 2023. The signatories were the EU, India, UAE, France, Germany, Italy and the US.34 It was envisaged to include a railway connecting UAE to Israel via Saudi Arabia and Jordan and comprised two corridors: one connecting India to the Arabian Gulf and one connecting the Arabian Gulf to Europe. It was intended to bypass both the Red Sea and the Suez Canal. But with the subsequent war in Gaza and the geopolitical fallout from that, there is little chance of the project proceeding.35
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