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‘“How did it get like this?” In this thoroughly researched and argued book, Geoff Raby draws on his personal experiences and academic background to produce the answers many have been looking for, and to propose some ways forward. In essence, he argues that Australia should deepen its engagement with China and develop an independent foreign policy suited to our regional location. In these days of crisis, his rational argument is sorely needed.’


Jocelyn Chey AM has held diplomatic posts in China and Hong Kong


‘Raby is right. Australia–China relations are in a deep hole. “If you find yourself in a hole, stop digging”, says a wise adage. This book offers a wise and thoughtful strategy for reversing course. Future generations of Australians, and indeed Asians, will be grateful to Raby for providing timely advice on how to manage a rising China.’


Kishore Mahbubani, Distinguished Fellow at the Asia Research Institute, NUS, author of Has China Won?


‘The most hard-headed, informed and useful extended discussion of ascendant China in our world since the freeze in Australia–China relations began. Raby’s unsentimental look at how the world seems from Beijing, why the Chinese government behaves as it does, its weaknesses and vulnerabilities including the paucity of its soft power, and its emergence at the head of a new “bounded” order in a new multilateral globe, is a virtuoso masterclass in what is happening to our world and guide to how Australian diplomacy and statecraft can be marshalled to meet it.’


Stephen FitzGerald, former Australian Ambassador to China
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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 decision-makers 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


How did it get like this? The Australia–China relationship is at its lowest point since diplomatic relations between the two countries began in 1972.


This is something the Australian Government doesn’t wish to discuss. Its diplomats are paid to put a positive spin on things. Elements of the conservative populist media almost rejoice in this state of affairs.1 Just when it seemed the situation could not get any worse, China took umbrage at Australian Prime Minister Scott Morrison’s initial unilateral proposal for an international inquiry into the Chinese origins of, and responses to, the COVID-19 pandemic of 2020.2 China invoked trade measures against Australian exports of barley and beef without senior government-to-government contact occurring.


Chinese students and tourists have been warned by the Chinese Government to avoid travelling to Australia because it is said to be unsafe—they may face racist attacks. The Australian Government, meanwhile, warned companies and government organisations that they were under unprecedented cyber-attack, with China clearly the unnamed culprit.3 Some commentators now argue that Australia–China relations will never recover.


Ever since prime minister Bob Hawke embraced China’s vision of reform and opening itself up to the outside world, imagining what it could mean for Australia’s future prosperity and security, China and Australia have endeavoured to maintain annual high-level exchanges. But three years ago, Australia was denied access to the highest levels of the Chinese political system, and official, national-level contact remains frozen by China.4


It was in March 2017 that the last senior bilateral visit occurred, when Premier Li Keqiang came to Canberra. At the state reception held in his honour in the Great Hall of the Australian Parliament, he made light-hearted, off-the-cuff jokes in English about how he thought he’d come to Australia to be sold beef, only to be served rubbery chicken at lunch. He did, however, have a pointed message to deliver. Using the analogy of flying through turbulence on his way to Australia, he said the Australia–China relationship had been going through some bumpy patches, but skilful pilots found ways to navigate into smoother air. Then it was all smiles again. The nosedive was still ahead.


From Cooperation to Strategic Competition


Within the small, tight Canberra policy circle, in the years since the Abbott government had been elected, the security–intelligence–military establishment had come to lead on China policy. The emerging dominant view of China was that it was seeking to overturn the US-led order in the region. As China’s power grew, maintaining constructive positive relations came to be seen as less important than resisting what is believed to be China’s ambition to build a Sino-centric order. The bilateral relationship was a second-order concern, and if it was in trouble, this might even be a badge of honour. Australia need do nothing to restore normal, constructive relations with China. Australia was getting tough with China.5


As the leaders were meeting in Canberra in that autumn of 2017, in the Department of Foreign Affairs and Trade (DFAT), drafting of the Malcolm Turnbull government’s white paper on foreign affairs and trade was well advanced. Looking to the future, but with their eyes firmly fixed on the past, those preparing Opportunity, Security, Strength: the 2017 Foreign Policy White Paper saw the US as continuing to lead a liberal, rules-based order. Donald Trump’s election and America-first policies, with their implication of the US turning away from global leadership and engagement, shook the easy assumptions of the foreign and strategic policy establishment. The US withdrawal from the Trans-Pacific Partnership (TPP) a few days after Trump began his presidency confirmed many of their worst fears. Nevertheless, as reflected in the white paper, the hope was that the US would return to its customary role of global leadership with which Australia felt secure—and for which it readily paid its dues, with participation in US military engagements in Iraq, Afghanistan and elsewhere.


The white paper acknowledged China’s continuing economic importance to Australia and foreshadowed the sustainment of cooperative, mutually beneficial relations. It could hardly say anything else about Australia’s biggest trading partner. At the same time, together with the US, Canberra was developing policies to push back against China’s rise, even though no-one would say so publicly.6 Australian officials would have been well briefed in private on the content of the forthcoming US National Security Strategy (NSS) and in turn would have been prepping the National Security Committee of Cabinet on the change in US doctrine. This paper replaced the Obama doctrine of the Pivot to Asia with one of ‘geopolitical competition’ with China.7


From this time, the weight of Australia’s foreign and strategic policy began shifting from cooperation with China to pushing back against it. This was done by encouraging greater US engagement in the region, reinvigorating the Quadrilateral Security Dialogue with gradually expanded military dimensions, and embracing the Indo-Pacific strategic concept to draw an ambivalent India more directly into balancing against China. Predictably, however much Australia sought to present these initiatives as benign, almost innocent, natural evolutions of existing activities, the sorts of things most countries would do, the ultra-suspicious leaders in Beijing and their strategic think-tank advisers would only assume the worst, and with every reason to do so.


Australia was heading into uncharted policy waters, unaccompanied by our regional neighbours in the Association of Southeast Asian Nations (ASEAN) or New Zealand. Australia was travelling in company with China’s strategic competitors, especially the US and Japan. It was replacing decades of cooperative relations, of building regional integration and common purpose, with strategic competition and division within the Asia-Pacific region.


In retrospect, the white paper now appears to have been a diversion from the Australian Government’s real policy intention, which was to align itself even more closely with China’s strategic competitors to contain China. Since then, Australia has had a fundamental contradiction at the heart of its foreign policy. It talks the talk of engagement in the white paper but walks the walk of competition and containment as stated so baldly in the NSS.


The NSS framed the new approach in stark ideological terms, stating that ‘a geopolitical competition between free and repressive visions of world order is taking place in the Indo-Pacific’.8 Commenting on this for the Brookings Institute, Ryan Hass observed that:


No other country in the Indo-Pacific region creates such a dichotomy to distinguish between the US and China … By seeking to paint the region in such black-and-white terms, the United States sets itself apart from the rest of the region.9


Except for Australia, Hass could have noted. In the NSS, Australia received what might be seen as disproportionate praise as a US ally. Special mention was made of Australia for having fought alongside the US in every conflict since World War I, reinforcing economic and security arrangements in the region, and safeguarding ‘democratic values’. Japan was mentioned only in passing as a ‘critical ally’, with India seen as an ‘emerging strategic and defence partner’.10


It can now be seen that, well before the NSS proposed that China be classified as a ‘strategic competitor’, and before Vice President Mike Pence endorsed this as official policy with his Hudson Institute speech in 2018, Australian officials had quietly shifted Australia’s doctrine from strategic cooperation with China to strategic competition. In view of the overwhelming importance of China to Australia’s foreign policy and future economic wellbeing, this was a profound policy change, one made without public discussion.


Over this period, Australia’s position on China’s investment in ‘strategic’ assets progressively hardened. When the mainland Chinese private firm Landbridge was being awarded a 99-year lease for the Port of Darwin, it was not thought to be of sufficient strategic importance for either the Defence Department or the Foreign Investment Review Board (FIRB) to take an interest. But when the US raised concerns, it became a major controversy. In response to a complaint by president Obama that the US had not been advised of the sale, prime minister Turnbull replied that he could have read about it on the front page of Darwin’s NT Times.11


The continuing controversy over the Port of Darwin led to greater attention being paid by Australian officials to Chinese foreign direct investment (FDI) in general and infrastructure in particular. Surprisingly, in view of the furore, the major Chinese state-owned power company, State Grid, through its Hong Kong subsidiary, nearly acquired a majority share in a 99-year lease for the NSW-based electricity provider Ausgrid. It was only in the final stages of the approvals process that it was blocked by the FIRB. Once again, a major public controversy ensued over Chinese investment.12


Critical infrastructure became a lightning rod for attempts to resist Chinese foreign investment more broadly. In January 2017, the Australian Government established the Critical Infrastructure Centre to ‘safeguard’ Australia’s most important infrastructure from ‘the increasingly complex national security risks of sabotage, espionage and coercion’.13 It also appointed a former Australian ambassador to China and intelligence chief, David Irvine, to head the FIRB; previously, the FIRB had been led by former Treasury officials or people with commercial experience.14


China interpreted these actions, and the anti-foreign interference laws enacted in June 2018, as directed squarely at it, which they were, and as part of a broader coordinated geopolitical strategy. The semi-official Global Times, quoting officials and leading think-tank contributors, declared that ‘Australia closely follows US steps, which is spearheading the Indo-Pacific strategy aimed at containing China’.15


The announcement in August 2018 to ban Huawei from all aspects of Australia’s 5G telecommunications network brought relations with China to their lowest ever point. It was made by the acting minister for home affairs in the Australian Parliament, to ensure it would be well covered in the media. It was not just that the Australian Government had decided to make the announcement in such a high-profile way that angered China, but also that Australia was the first to do so. Its handling was gratuitously provocative. Turnbull recalls that when he told Trump in a phone call what he had done, the US President was ‘both impressed and a little surprised that we’d taken this position’16—though it is not clear why he was surprised, as Turnbull had been discussing 5G with the President and Vice President Pence for ‘some time’.17


Australia was joined by the US, New Zealand and Japan in the 5G ban. Although the UK is a member of the Five Eyes intelligence-sharing group—the other participants being Australia, Canada, New Zealand and the US—it found ways of permitting Huawei to participate in restricted elements of the 5G network, as Germany and France have done. However, under immense US pressure the UK Government has now decided to ban Huawei from the 5G networks from 2027.18 Canada, meanwhile, has taken an inordinately long time to reach a decision. Huawei is being adopted in most other parts of the world as an efficient supplier. It is playing an increasingly important role in China’s Belt and Road Initiative (BRI) in driving digital connectedness.19 It is the digital backbone of Eurasia, the subcontinent and much of Africa.


China’s Bad Behaviour


China also overreached through its United Front Work Department’s attempts to influence domestic politics and interfere on university campuses in Australia, and it did so internationally too, especially with its unilateral assertion of sovereignty over disputed islets, reefs and rocky atolls in the South China Sea, culminating in a backlash.20 China’s bad behaviour invited pushback.


Trump’s abandonment of the Pivot was part of burying Obama’s legacy policies—as was done with the TPP, for instance. Although envisaging a greater US commitment in Asia across all aspects of its statecraft, the Pivot was still premised on engagement with China.21 The abandonment of the Pivot was the culmination of years of rising concern over China’s challenge to the US-led order, beginning the shift from engagement to containment.22


It was now time for the intelligence and strategic policy community in Australia to prevail over foreign policy and diplomacy. Following the US, the terms of the relationship with China were to be redefined. Businesspeople who urged the government to do more to improve relations were casually dismissed as self-serving, as if concerns about the economic impact of a dysfunctional relationship were somehow illegitimate.


The external and internal elements of the China threat were drawn together into a powerful narrative. Domestically, China’s political interference and growing influence over campuses, cyberwarfare, investment in critical infrastructure, and intellectual property theft have been highlighted. These are all tools of modern statecraft that those with the means to do so deploy. Externally, the South China Sea and China’s grand strategy for global influence based on the BRI raise the spectre of a China-dominated order. The domestic dimension feeds the narrative that China must be resisted in foreign policy, while bad behaviour by China internationally is used to support the need for greater vigilance by other nations.23


Fears about China’s challenge to the existing order derive largely from an historical view that its rise will trace a similar trajectory to that of the US. Just as the US established hegemony over the Western Hemisphere before challenging Great Britain as the leading global power, it is argued that China will establish hegemony in the Asia-Pacific region before eclipsing the US as the sole dominant global power. Hence, so much discussion about a shifting power balance is also couched in terms of values and norms: do you really want to live in a world dominated by the values of the Communist Party of China?24


Based on the expected economic trajectories pre-COVID-19, one could be excused for thinking that certain historical parallels may exist between the rise of China and the earlier rise of the US from the end of that country’s civil war. Yet the reality is that China’s geopolitical circumstances, and its strategic strengths and weaknesses, are far removed from those of the US during its ascendency. The external and internal conditions China faces are vastly different to those faced historically by the US. The differences are so great that studying the US ascendency has little relevance to understanding the effect of China’s own rise on the world order.


Strategy and Constraints


China’s grand strategy derives from a position of weakness, not strength. China is constrained by its geography, its history, and most of all by its resource endowments. The third-largest country in area globally, it must defend over 22 000 kilometres of land borders that it shares with fourteen countries; it has been in conflict with most of its neighbours and has ongoing hot disputes with India in several places along their border, most recently in Ladakh involving the first fatalities of troops in over fifty years. China is also still an empire with significant unresolved internal territorial issues—Xinjiang, Tibet, Taiwan and, more recently, Hong Kong. Most importantly of all, China, unlike the US, is utterly dependent on international markets and foreign suppliers for all the energy and resources it needs for its continued prosperity.


All of these vital inputs travel via strategic chokepoints, especially the Straits of Malacca and the South China Sea. In return, China’s exports, so essential to its economy, mainly travel through those same chokepoints, as well as the Suez and Panama canals. In a conflict, the US could readily control any of these and disrupt the flow of China’s trade in both directions.25


While China already has become the dominant power in East Asia, it is far from becoming the local hegemon; in fact, it faces formidable obstacles in doing so. The US presence in the region will continue, as it has massive interests, both economic and geopolitical, to defend. These interests require the US to continue to underpin regional stability. Alongside the Middle East, East Asia is the most dangerous place in the world.


Japan is the third-biggest economy in the world and likely to remain so, with a formidable military capacity. India commands the Indian Ocean due to its economic and geographical size and location.26 Historical analogies with the US establishing hegemony over the Western Hemisphere, or a Chinese version of the Monroe Doctrine, are largely fantasies of Beijing’s or Washington’s strategic analysts. Certainly, Great Britain ceded strategic space to the US over the Western Hemisphere, but Britain had neither comparable interests to defend nor key powerful allied states to support it, and by the time of the US’ ascendency, imperial overreach had set in.


Significantly, China is also constrained by an absence of soft power. As Henry Kissinger writes in On Order, states need both power and legitimacy. China has increasing, almost unchallenged economic power. Post-COVID-19, it is possible that, with China’s early recovery from the pandemic, it will restart its commercial motors before others do and the economic gap between it and other nations will widen further. But China struggles for legitimacy, which is supported and reinforced by soft power. China is structurally constrained in the exercise of soft power because of its party-state system of government. Its soft power must ultimately conform to the Communist Party of China’s (CPC) ideological narrative, which is intended to legitimise, at every turn, the Party’s hold on power. As can be seen from the COVID-19 crisis, while the Party’s narrative may resonate loudly within China, it usually does not work outside of the country. China’s standing in global polling on measures of favourable attitudes towards it have been falling steeply since Xi Jinping assumed power in 2012 and took China in a more authoritarian direction, accompanied by a more muscular foreign policy.


China is decades away from matching the US militarily, and even when it does, armed conflict is most unlikely as neither side would risk nuclear conflict. As in the Cold War, the doctrine of mutually assured destruction (MAD) will deter direct conflict between the superpowers. Meanwhile, China has developed substantial force-denial capabilities that will dissuade US adventures closer to China’s shores. Without either hard power (coercion) or soft power (persuasion without force) as an advantage, China has sought a strategic edge through various forms of sharp power using its economic strength. This has ranged through political interference; overseas investments; the acquisition of technology, whether legitimately or illegitimately; cyberwarfare, in which it is only one of many participants; and its grand strategy of the BRI.


China’s statecraft depends on geo-economics—pursuing national interests through economic instruments, such as the BRI, trade and aid—and institutional entrepreneurship, as represented by the Shanghai Cooperation Organisation (SCO), Asia Infrastructure Investment Bank, Silk Road Fund, the New Development Bank (formerly the BRICS Development Bank) and others. It now has the world’s greatest number of diplomatic missions and, assisted by the Trump administration stepping back from multilateral institutions, it has strengthened its influence in and over these forums.27 The debates over the role and behaviour of the World Health Organization (WHO) and its director general in the early days of COVID-19, in particular the WHO’s tardiness in declaring a global pandemic, reflect a growing unease over the success of China’s statecraft multilaterally.28


A Changed Order


The old order shaped and led by the US is over. The historic moment in the post–Cold War era, of a unipolar order in which the US pursued a liberal internationalist agenda, is already a fading memory. Whether or not the new order is settled is debatable, of course, but as argued in a book by Shashi Tharoor and Samir Saran, both commentators on strategic affairs, the old order has been replaced by a new world disorder. Stability, then, itself has been replaced by disorder.29


However, the notion of a single stable order of the past thirty years has itself been challenged. Oliver Stuenkel argues that the old order was neither stable nor peaceful, nor was it authentically international. To many developing countries, it was a Western order, not theirs. Moreover, it consisted of many orders of different rules that some states belonged to and others did not.30


The exact shape of the new international order is rapidly coming into sharper focus, and China’s rise has been the principal catalyst in its remaking. This has been accelerated by the ‘black swan’ event of the election of Donald Trump with his ‘Make America Great Again’ policies, under which the US has withdrawn from its accustomed role of providing global leadership of a unipolar international order. It was inevitable that, if China developed into a major global economy, which it has, it would change the world order, in view of its absolute size, it being largely homogenous (95 per cent of its population is Han), and the sheer scale of its economy. As a ‘civilisation state’ with a continuous language and culture of some 3000 years, it has a strong sense of cultural identity, purpose and destiny.31


China’s economy has been the world’s great over-achiever under the reform and open-door policies first introduced in 1979. The world has benefited enormously from China’s growth, not least Australia. For many years now, China’s economy has been the biggest when measured using the economists’ favoured metric, purchasing power parity, which tries to adjust for relative price differences between economies. Since 2009, it has been the second biggest on the more popular measure that uses current prices. Even on the latter measure, China will overtake the US to be the biggest economy in the world within a decade. This is an ‘uncomfortable truth’.


No-one should be surprised that we are where we are. The biggest or second-biggest economy in the world will want the global order to reflect its interests and needs for security. It will define these in its own way based on its historical experiences, anxieties—real or imagined—and its cultural norms and assumptions.


Engagement and Disillusion—Buyer’s Remorse


Engagement with China served the West’s interests as well as China’s. The West wanted to integrate a poor, backward, inward-looking, fearful China into the international system. China’s massive population meant that this offered big economic benefits for the West, which have been realised on a scale vastly greater than could have been imagined when engagement began.


It was believed that a more prosperous, politically stable, confident and internationally oriented China would also be less of a threat to regional stability, a notion which has generally been correct. The economic collapse and political disintegration of a country with a vast population and a strategic geographic location could have seen waves of politically destabilising immigration across East Asia, and armed conflict that would have overwhelmed neighbouring states.


The decade-long Cambodia–Vietnam war ended in 1991, the last major conflict in this historically war-torn region. The US military presence in East Asia plus China’s drive for economic development have largely secured peace in the region for over thirty years, despite the tremendous potential for conflict. On all metrics, engagement with China can be judged an overwhelming success.


China has also shown that it can be a responsible actor during regional and global economic crises. During the 1997 Asian financial crisis that badly shocked East Asian economies, China resisted the temptation to engage in tit-for-tat competitive devaluations of its currency, which would have been the logical but irresponsible response to protect its export industries.32 In those days, China was far more dependent on its export sector than it is today. During the global financial crisis (GFC) in 2008, China implemented a massive stimulus package which supercharged its economy and contributed to global economic recovery. It also contributed significantly to Australia avoiding a recession.


The West also largely assumed that China, as a major beneficiary of an increasingly open, rules-based, multilateral trading system, would support the US-led global order in all its dimensions. This was articulated most explicitly by the US deputy secretary of state in the George W Bush administration, Bob Zoellick, in an important speech to the National Committee on US–China Relations in September 2005. Zoellick envisaged China signing up to support the existing order as a ‘responsible stakeholder’.33 The speech was influential, shaping policy thinking in Western capitals at the time. When he became prime minister in 2007, Kevin Rudd was still using Zoellick’s notion of a ‘responsible stakeholder’ to frame Australian foreign and security policies towards China.34


For Beijing, signing up to the rules-based multilateral trading system, with its accession to the World Trade Organization (WTO) in 2001, was a significant step towards becoming a responsible stakeholder. To be sure, China was clearly a major beneficiary of accession, but as the WTO is based on an exchange of reciprocal concessions among its members, so were China’s trading partners. While China’s accession was taken as affirmation that it was now a fully subscribed member of the international rules-based system, China itself, like other great powers, notably the US, saw the system as à la carte in nature. The US, for example, has never ratified the Law of the Sea Convention and so is not a party to it, while China did not choose to recognise the International Court of Arbitration’s jurisdiction over the South China Sea case.


Zoellick and others were not really paying attention to what China was doing at the time, taking little notice of its primary security concerns, mainly in Eurasia. The world looks very different from Beijing than it does from inside the beltway in Washington. By the time Zoellick made his speech, China had begun the process of gradually constructing a ‘parallel order’. As early as 2003, it had initiated the SCO, with its Eurasia-focused military and security dimensions.35 By 2007, Beijing had resumed more assertive policies in the South China Sea, well before Rudd embraced the ‘responsible stakeholder’ concept. All the indications were that China would engage with the international system on its own terms.


Many in the West, particularly in the US, believed that the introduction of market reforms and foreign trade and investment in a state run by a Leninist communist party would inevitably see the political transformation of China from an authoritarian dictatorship to a competitive political system, or ‘democracy’. For those who held this view, it was to be another great civilising project in China, akin to the sending of Christian missionaries in big numbers in the nineteenth century—even though that was, in fact, one of the most unsuccessful of such foreign ventures.36 South Korea and Taiwan’s remarkable democratic transitions in the 1990s and, earlier, Japan’s adoption of a democratic postwar constitution, created a sense of inevitability in Western policy circles: markets and private property would beget political liberalism. This optimistic assumption unhelpfully overlooked the preponderant role of the US within, and influence over, these states. Authoritarian Singapore even had enough of an approximation of the rule of law and a market economy for it to be seen as another win for ‘democracy’.


Indeed, China has grown rapidly to create the biggest middle-class society in the shortest time in world history. It has all the attributes of the global middle class—never-satisfied material expectations; high-quality suburban housing; healthy, well-functioning families; kids in private schools, or subject to aspirations for them to be there; great value placed on university education, with an eye to the best colleges within China and, even better, in the US; expensive household pets like dogs that are exercised twice a day; digital connectedness, albeit with politically determined restrictions; and holidays in far-flung places within China and overseas.


This is how the great civilising project was supposed to end, except that by now, at these levels of material living standards, the CPC should have long ago disappeared into the dustbin of history, and China should be a democracy. It didn’t and now across the political spectrum in Washington and some capitals in Europe, a sense of buyer’s remorse has set in.


The CPC very nearly did disappear at the time of the country-wide demonstrations in 1989 that ended with the military’s violent crackdown. It might have gone the same way as the old Soviet-dominated Eastern Bloc which fell to pieces in that year. As we know, it survived. Not only that, it has prospered.


An implicit social compact between the Party and the people promised rising living standards and greater personal space, with the Party withdrawing from managing the details of ordinary people’s lives, while in return its rule would be unchallenged. Economic growth surged on the back of renewed reforms following Deng Xiaoping’s ‘Southern Tour’ in 1992, and substantial personal freedoms were quickly accumulated. Complex and difficult to sustain as it has been over three decades—with external economic shocks such as the Asian financial crisis, the GFC and its sustained aftermath, the SARS epidemic of 2003 and the COVID-19 pandemic; the digital revolution of smartphones together with social media; and rising incomes, expectations and travel abroad by ordinary folk—the social compact has held fast and given China the political stability and internal cohesion for it to grow to the point where it has now changed the global order, as some, like Martin Jacques over a decade ago, predicted it would do.37


Parallel Orders


From the late 1990s, then president Jiang Zemin fought hard inside the Party to allow ‘red capitalists’ to join it, a struggle he eventually won. This was a significant achievement because it allowed the Party to modernise along with the rest of society as the economy grew and as the private sector, the agency of growth and social change, expanded. Red capitalists were wealthy individuals who had made their fortunes virtually overnight in the burgeoning private sector, but who sought Party membership less for ideological fidelity and more for the favours that membership could bestow to aid their businesses.


With over 92 million members, the CPC is by far the largest political party ever to have existed. Putting to one side the anachronistic nineteenth-century European labels and slogans inherited from the Soviet Union, with its clunky propaganda, it has continued to grow and adapt as China’s economy and society have changed.38


All of this underpinned an extraordinary economic take-off during the 2000s. The decade was transformative for China. The country rapidly progressed through a series of tipping points to shift from being largely self-sufficient in all the energy and resources it needed to sustain high rates of growth, to becoming at first an importer, then a substantial net importer, and then, regarding some critical commodities such as crude oil and iron ore, the world’s single biggest importer.


This changed Beijing’s thinking about its security, highlighting its massive and unanticipated dependence on foreign sources of supply and on congested and contested shipping lanes. Suddenly, China’s leaders had to respond to these new vulnerabilities. Under Hu Jintao, the ‘going out’ policy was launched, encouraging Chinese enterprises to invest overseas and put a foot on commodities to ensure resources security. Subsequently, this was supplanted by Xi Jinping’s BRI. In addition to resource security, it also sought, among other things, to reduce strategic transport vulnerabilities via routes that avoided maritime chokepoints.


A decade or so ago, the idea of a Group of Two was ventilated within think tanks both in the West and China. This was naively conceived of as having the US and China providing leadership of the existing order by cooperating across a range of common issues, from trade and investment liberalisation to the tackling of asymmetrical security threats such as terrorism, crime, environment and pandemics, thereby ensuring stability in world affairs. It did not gain much traction in part because China itself ten years ago was not ready to put up its hand and take on a leadership role with all the responsibilities and limits on its own behaviour that would entail. More importantly, the old order was not of China’s making and, by the beginning of the second decade of the twenty-first century, China was clearly signalling that things had changed. Of course, the US then, as now, was not ready to share global leadership. Such is the way of the dominant power, until the ground has given way under its feet or, as with Thucydides’ Trap, where Sparta attacks Athens, the ascendant power, to prevent its rise.


A reformulation of the G2 suggests a multipolar order, with China and the US being by far the two most powerful states, but neither being capable of providing, nor willing to provide, leadership and costly global public goods. This will weaken multilateral institutions, as the two major states will prefer to deal with each other bilaterally, as can be seen with the US–China trade deal agreed in December 2019. It marks a return to managed trade, thereby undermining the WTO’s founding principle of non-discrimination which was intended to prevent such arrangements. Lesser states will seek coalitions among themselves, such as the TPP, to which neither the US nor China belong.39 The parallel orders will intersect at many places, but they also have their own institutions and arrangements between states to support cooperation within each bounded order, led by one of the two superpowers.


Australia’s Dystopian Future


From a liberal perspective, the new world order will be dystopian. It will not, however, be Hobbesian, as the powers will generally regard the pursuit of stability and balance as being in their own interests, so as to continue to raise living standards and thus ensure domestic political steadiness. Lesser powers like Australia will need to learn to work with states on specific issues of national interest, even where they are not like-minded in terms of adherence to liberal values, including respect for human rights. The Philippines under President Rodrigo Duterte is a case in point.


Australian foreign policy in the new order must be based on realism. As its starting point, Australia should take the world as it finds it, not how it may wish it to be. The most immediate and complex foreign policy challenge is China.


Central to understanding the emerging world order is to comprehend China’s strategic intentions and potential. The question of whether China is an expansionary power or not becomes crucial in understanding how the new order will unfold.


This book argues that China will not be an expansionary power that seeks to establish global hegemony. This is not because of lack of intent or ambition, nor is it because historically China has not been an expansionary power—as it was when ruled by the Manchus—but rather because China is a constrained superpower. This book tries to understand how China sees the world, its security and threats, and, most importantly, the constraints on its actions and how it seeks to overcome these. It also tries to understand how Chinese leaders want to shape the global order so as to advance their country’s interests as defined by the party-state.


A more pluralistic and competitive domestic political system in China most likely would define some aspects of these differently, but it might only be at the margins. Geography, history, population, resources and culture bear on Beijing’s understanding and definition of interests and security however China is governed.
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