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Abstract

Because Australia is facing the prospect of its largest trade partner (China)
becoming a strategic adversary of Australia’s major ally (United States), how
Australia depicts China’s rise has become a salient foreign policy issue. This
investigation argues that the former Howard Government’s predominant depiction
of China was positive, but that its predominant perception of China was one of
mistrust and unease. According to this investigation, positive depictions of China
are motivated by insecurity rather than genuine strategic reorientation towards
China. Three distinct periods can be discerned in the mood of Australia-China
relations, and corresponding depictions, between 1996 and 2006. Period One
(1996) was characterised by positive policy depictions, and negative crisis
depictions. Period Two (1997–2002) was characterised by predominantly positive
depictions, with occasionally cautious depictions. Period Three (2003–2006)
observed depictions of strategic alignment, with, yet again, several cautious
depictions. This paper argues that the Howard Government positively depicted
China as part of a regional hedging strategy. Positive depictions serve three
objectives. First, they compel the United States to work harder at strengthening
its security alliances in the region. Second, they allay Chinese fears of containment
and convince China that its ‘peaceful development’ diplomacy is allowing it to
successfully engage and integrate into the region. Third, in the case of the
Howard Government, they shut down an avenue of domestic criticism towards
its foreign policy. Hedging reveals that the Howard Government was a complex
actor, in contrast to descriptions of it as a ‘response agent’ conducting a ‘hope
based formula’ of engagement with China.
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Introduction
With the electoral defeat of the Howard Government, it is timely to assess the
Howard Government’s strategic depiction of China. The question of how to
strategically depict China and its threat potential without arousing Chinese
hostility or suspicion has been a taxing issue for successive Australian
governments, including the Howard Government. During the past 30 years, as
China’s place in the Australian economy has steadily grown, the issue of how
to depict China has increased in importance and complexity. Today, China’s
new status as Australia’s largest trade partner secures its importance in Australian
strategic policy alongside the United States, Japan and Indonesia.1  But, at the
same time, growing tension in Australia’s foreign policy between economic
interest (China) and security interest (the United States) is observable. Australia
is facing the prospect of its largest trading partner (China) becoming a strategic
adversary of Australia’s major ally (the United States).2  How Australia balances
its economic and security interests is a demanding foreign policy conundrum.
During a time of watchful strategic competition in US-China relations, Australia’s
strategic depiction of China remains a key indicator of Australia’s response to
the rise of China and the shifting distribution of power in the Asia-Pacific region.
Therefore, as the Rudd Government begins to construct its own strategic
depictions of China, it is important to appreciate the strengths and weaknesses
of the Howard Government’s approach towards China and to identify what
aspects require retention, adjustment or rejection.

Ever since its early days in office, the Howard Government’s strategic
depiction of China was a source of debate and intrigue. In March 1996, the then
Foreign Minister Alexander Downer declared unequivocal support for two US
carrier groups deployed to the Taiwan Strait.3  Over the course of time, other
captivating statements were made. In May 2000 Prime Minister John Howard
singled out high-technology Australian Defence Force assets for a Taiwan
contingency.4 The Department of Foreign Affairs and Trade White Paper of
2003, Advancing the National Interest: Australia’s Foreign and Trade Policy White
Paper, described Australia’s relationship with China as a ‘strategic economic
partnership’, and in August 2004 Downer declared the existence of a ‘strategic
relationship’ between Australia and China.5  Obviously the Howard Government’s
strategic depiction of China evolved remarkably over this timeframe.
Understanding what these depictions, and others, meant in the context of
Australia-China relations, Australia-US relations, Australia-US-China relations,
and Australia’s broader strategic orientation in the Asia-Pacific are a salient
foreign policy issue for Australia. Because of China’s growing potential to compete
strategically with the United States, the possibility of US-China conflict over
Taiwan, and the centrality of China to Australia’s economic interests, it is key

1



for Australia to do whatever it can to reduce the probability of conflict. Although
the degree of influence Australia possesses in this regard is contestable, the
considerable diplomatic effort by China to promote its ‘peaceful development’
suggests that how the Asia-Pacific region responds is important to Beijing, and
Washington.6  How Australia depicts China can certainly influence the latter’s
strategic perceptions and its corresponding strategic behaviour, and US attitudes
towards China’s rise.7  Examining Australia’s strategic depiction of China between
1996 and 2006 therefore provides key insights into the possible future trajectory
of Australia’s foreign policy and a vital case study into the broader regional
issue of how countries in the Asia-Pacific are responding to the rise of China.

This investigation complements and builds upon research conducted by
Lachlan Strahan, Mohan Malik, Zhang Jian, Michael Wesley and Paul Kelly.
Strahan has provided a comprehensive investigation of Australia’s view of China
from the 1930s to the 1990s and, with the passage of time, his analysis can now
be updated.8  Malik and Zhang have produced chronological surveys of
Australia-China relations in the period 1996–2005.9  Malik recognises two phases
in the 1996–2000 period: an initial phase of acrimony and hostility during 1996,
followed by a period of reconciliation from 1997 to 2000. Malik notes that, while
the relationship is observing commercial convergence, broader regional
developments indicate strategic divergence is occurring between the two
countries. He believes that if China assumes a more aggressive regional posture,
especially towards Taiwan, the ANZUS alliance will quickly assume a containment
posture. Zhang regards the warmth of relations between Australia and China
during the period 2001–2005 as a by-product of healthy US-China relations. He
believes the ‘war on terror’ has provided a strategic distraction to the rise of
China, and that Australia-China relations will deteriorate once the United States
resets its vision towards China. Malik’s and Zhang’s valuable contributions have
mapped the general events occurring within the relationship, and provide a firm
foundation from which to conduct in-depth analysis upon the strategic dimension
of the relationship.

Adopting slightly different research focuses, Wesley has produced a broader
thematic analysis of Howard Government diplomacy in Asia, and Kelly a character
analysis of former Prime Minister John Howard. Wesley’s investigation concludes
that although the Howard Government successfully conducted a period of
deepened engagement with China, its ‘hope based formula’ presuming continuing
stability in US-China relations was an inadequate policy to guide one of
Australia’s most demanding foreign policy challenges.10 Wesley’s investigation
reveals that deeper consideration is required concerning the nature of the Howard
Government’s engagement policy with China, which at face value appeared
simplistic. Kelly’s analysis of the effect of the executive branch on Australian
foreign policy is a compelling read. One of Kelly’s key portrayals of Howard is
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as a ‘response agent’, a person who reacted to, rather than engineered, his
political surrounds. Like Wesley’s ‘hope based formula’, Kelly’s observation of
Howard (and subsequently the Howard Government) as a ‘response agent’
provides a provocative theory of the Howard Government as an opportunistic
and even naïve political actor. This demands deeper analysis.

By examining the Howard Government’s strategic depiction of China during
the decade in question, this investigation seeks to answer a series of pivotal
questions left unanswered by the research of Strahan, Malik, Zhang, Wesley
and Kelly. These questions include whether a coherent policy vision was
implemented or whether an ad hoc process of policy evolution was instead at
work. (Indeed, a synthesis of the two may be possible: a coherent, yet
evolutionary policy formulating process may have been in operation). The
answers to these questions will clarify the nature of Australia’s relationship with
China, and assist in answering larger questions regarding the emergence,
evolution and exact nature of Australia’s strategic interaction with China.
Specifically, the answers will reveal whether Kelly’s description of Howard as
a ‘response agent’ is accurate and applicable to the Howard Government, and
whether Wesley’s ‘hope based formula’ accurately describes Howard Government
policy towards China. In turn, answering these larger questions will provide
valuable insight into the future trajectory of the relationship, and the role of
depictions in international relations.

In his seminal work The Logic of Images in International Relations, Robert
Jervis describes his investigation of strategic depictions as providing ‘the
foundation for a theory of deception in international relations’.11  According to
Jervis, strategic depictions are ‘the way states can affect the images others have
of them and thereby exercise influence without paying the high cost of altering
their own major policies’.12  Depictions often provide essential images of how a
government wants to be viewed, rather than an accurate portrayal of what a
government’s perceptions actually are. Jervis divided strategic depictions into
two main categories: signals and indices. Signals are ‘a state’s direct statements
of intention’, whether they are private (diplomacy) or public (policy) statements.13

They consist of varied and diverse methods of communication, such as policy
statements, diplomatic notes, military manoeuvres, and extending or breaking
diplomatic relations. In contrast, indices have a more subjective value, imparted
by the strategic analyst. In essence, indices are actions and statements that are
judged by the strategic analyst to be ‘too important to be used for deception’
because the state is either unaware its behaviour is being observed, or the state
is unable to control its behaviour in a deceptive manner, usually because of the
high profile status of the data.14

Evidently, strategic depictions are complex phenomena. They are the
substance of strategic communication, granting insight into a state’s strategic
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perspective, and how a state desires its strategic outlook to be perceived by
other states. They provide windows into the strategic interests of a government
and its polity. The Howard Government’s strategic depiction of China was a
message to China, the United States and the entire Asia-Pacific region, conveying
how Australia strategically viewed China from 1996 until 2006, and how it
desired its strategic outlook to be perceived by other states.15  It is a complex
dialogue, to more than one audience, and it is an evolving rather than a static
dialogue. Strategic depictions are the ‘language’ of strategy, imparting knowledge
of broader strategic trends.16  Depictions can also reveal the influence of
contextual circumstances, as a barometer of how relations between two states
are faring. Furthermore, strategic depictions are not mere commentaries on
strategic phenomena; they possess considerable strategic weight in the
considerations of grand strategy. Consequently, in the field of Australian strategic
studies the former Howard Government’s strategic depiction of China is a seminal
topic. How it viewed China had a genuine impact on Australia’s strategic environs
today. Thus Australia’s depictions of China are important not only for providing
clear transparent communication of Australia’s perspective on the rise of China,
but also for trying to influence the strategic behaviour of China and other regional
actors, particularly the United States, Japan and country members of the
Association of Southeast Asian Nations.

This investigation draws upon a number of primary sources of strategic
depictions, including policy statements, as well as government speeches and
media releases. It is divided into three chapters. Research results indicate three
discernible changes in the mood and rhetoric of Howard Government depictions
of China and Australia-China relations between 1996 and 2006. These are Period
One (March 1996 to December 1996), Period Two (January 1997 to December
2002) and Period Three (January 2003 to December 2006). Period One was
characterised by frequent diplomatic disputes between Australia and China, and
may be regarded as a period of relationship deterioration. While Howard
Government policy depictions of China remained very positive, the mood of the
relationship was extremely poor. January 1997 to December 2002 is
distinguishable from the other periods as a time of relatively stable relations
between the two countries, bolstered by a booming trade relationship. Although
diplomatic disputes did arise frequently, these were successfully navigated
around as economic interests took firm precedence. It can be characterised as a
period of relationship restoration and intensification. The third period, January
2003 to December 2006, can be characterised as a period of relationship
ambiguity, or ‘friendly unease’. The key phrase in the 2003 White Paper,
‘strategic economic relationship’, opened new possibilities for interpreting the
relationship in contrast to the distinctly economic driven vision of the previous
six years.17 While the economic relationship remained vibrant and central to
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the relationship, new strategic dimensions were becoming apparent in Howard
Government rhetoric.

Having examined these three periods this investigation will submit concluding
remarks. In brief, an overarching theme of this investigation is the tension
between economic opportunity and strategic anxiety caused by China’s rise.
The investigation observes that, although the Howard Government’s dominant
depiction of China was positive, a persistent but subtle theme of strategic unease
was discernible. This indicates that a resilient and persistent strategic perception
of doubt and unease was evident within the Howard Government in relation to
China’s rise. Consequently, across the Howard years a coherent, deliberate policy
of positive depictions was implemented. It can be argued that a steady and
coherent evolution occurred in the government’s depiction of the Australia-China
relationship, from an economic relationship (1996), to an economic relationship
with strategic significance (1997), to a strategic economic relationship (2003)
and, finally, to an explicit strategic relationship (2004). This evolution, of
predominantly positive depictions and occasionally cautious depictions, arguably
served a Howard Government hedging strategy in the region. This hedging
strategy was aimed in particular at the dual goals of a strong ANZUS alliance
and US presence in the region, and the peaceful development and accommodation
of China into the Asia-Pacific security architecture. The Howard Government’s
hedging behaviour reflected the actions of the United States and China in the
Asia-Pacific region, who lead the region in their hedging activities. According
to Evan S. Medeiros,

the United States and China are pursuing policies that, on one hand,
stress engagement and integration mechanisms and, on the other,
emphasize realist style balancing in the form of external security
cooperation with Asian states and national military modernization
programs.18

In Australia’s case, hedging involved building a strong ANZUS alliance and
US-led regional security structure, while engaging and accommodating China
at the same time. Recent events, such as the discussion of a trilateral missile
defence system between the United States, Australia and Japan, provide strong
supporting evidence for the case that Australia was hedging, rather than being
drawn into a Chinese sphere of influence.19  By hedging, Australia was able to
conduct a low-risk engagement program with China while bolstering its regional
security partnerships. This policy served as an insurance guarantee: regardless
of the future security environment—whether it be the ideal peaceful development
and integration of China into the Asia-Pacific security architecture, or a less
favourable, adversarial US-China balance of power system—Australian security
would be ensured. Finally, this investigation briefly examines the utility of the
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Howard Government’s hedging strategy, and whether other viable policy
alternatives were available to it.
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Chapter 1

Setting the Vision amongst a Sea of
Troubles: March–December 1996

Describing the Howard Government’s strategic depiction of China in 1996 is a
complicated task because of two distinctly different factors at work within the
Australia-China relationship, operating relatively independently of one another.
On the one hand, the government was subject to a series of diplomatic disputes
with China that saw the relationship sour to its lowest point in its 24-year
history.1 This compelled the government to depict China as a strategic problem.
On the other hand, the government frequently cited its intent to engage and
expand its ties with Asia more generally, and with China in particular. Thus
China was also depicted as an economic opportunity. And, behind the scenes,
trade relations between the two countries were largely unaffected by the
disputes.2  In brief, 1996 was characterised by positive policy depictions, and
negative crisis depictions. Therefore, a simple chronological analysis of the year
does not capture the essence of the period; a juxtaposition of two competing
and overlapping factors—policy and environment. To provide a chronological
analysis of 1996 only blurs the distinct message that each factor produced.
Consequently, an analysis that does not recognise the relatively independent
nature of these forces can only observe contradiction rather than coherence in
the Howard Government’s strategic depiction of China throughout 1996.
Accordingly, a separate analysis of the incoming government’s foreign policy
vision for engagement with Asia and China is provided, followed by a review
of the disputes and crises of 1996 and how these affected the government’s
depiction of China. Finally an assessment and comparison of these two distinct
depictions—opportunity (policy) and problem (environment)—will be made.

When the Howard Government entered office on 11 March 1996 the
Australian public remained uncertain in regards to how the new administration
would approach relations with Asian countries such as China. During the 1996
election campaign the incumbent Labor Government led by Prime Minister Paul
Keating had accused John Howard of abandoning Asia.3  Keating attacked
Howard, claiming ‘the leadership of South-East Asia does not believe that the
Coalition is serious about the relationship’.4  Consequently, the government
began its first term determined to denounce its critics’ allegations that Asian
governments would reject it. After only one month in office, the Foreign Minister,
Alexander Downer, declared in his first major policy speech that ‘closer
engagement with Asia is the Australian Government’s highest foreign policy
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priority.5 This early declaration of intent negates the common perception that
the Howard Government was adhering to an ANZUS dominated foreign policy
when it entered office. Instead, Downer conveyed opportunism combined with
a heightened sense of purpose and vision. He claimed ‘the next 50 years will
therefore depend on the decisions made over the next five’.6  Specifically
regarding China, Downer stated that ‘Australia’s relationship with China [would]
remain a central feature of Australian foreign policy’ and that ‘the Australian
government [would] maintain [its] one-China policy’.7  Hence it can be observed
that, early into its administration, the Howard Government’s policy concerning
China continued many of the positions held by the previous Labor Government.
The status quo ‘one-China’ policy remained entrenched and Australia’s
relationship with China was classified under the unremarkable phrase ‘central
feature’.8

Although Downer’s maiden declaratory speech of Howard Government
foreign policy contained emotive references to the future, it remained unclear
what the government was actually offering concerning foreign policy innovation
towards Asia and China. However, there were some indications that subtle
changes in Australian foreign policy were about to be implemented. A
characteristic of the government’s diplomacy would be bilateral rather than
multilateral diplomatic initiatives. Downer declared that ‘the third way the
government [would] promote engagement in Asia is by strengthening the focus
on bilateral relations’.9 The motivation for this heightened bilateral engagement
with the Asia-Pacific came from the growth of regional economies and economic
interests, which enabled a corresponding development of military power. Downer
said:

Over the longer term economic development will lead to shifts in relative
power and is likely to have an impact on the pattern of regional security
relations. Economic development is already giving Asia-Pacific
governments the means to acquire greater defensive capacities than in
the past. These factors have the potential, if appropriate steps are not
taken, to destabilise existing security patterns, heighten tensions and
reduce security throughout the region.10

Thus the potential for escalating strategic competition in the region was
clearly identified by the Howard Government. China’s rise represented both an
economic opportunity and a strategic challenge. Therefore, an inherent tension
within Howard Government policy was the relationship between promoting
economic prosperity and promoting strategic stability. As regional economies
developed so would defence capabilities. How to engineer a prosperous and
peaceful region rather than a prosperous and potent region presented a long-term
challenge for the Howard Government. Indeed, the government claimed that it
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would adopt a ‘long view’ towards security and stability in the Asia-Pacific,
and would be ‘hard headed about security’.11

Although the government abstained from making explicit reference to China
in these security statements, it was clear that the locus of regional instability
was yoked to the economic rise of China and its corresponding power. Downer
extrapolated:

In the short to medium term, the primary objective of Australia’s regional
security policy will be to discourage the emergence of strategic
confrontation in the Asia Pacific region. To this end, the Australian
Government will be working to help bring regional countries closer to
each other, by contributing to the building of constructive security
arrangements in the region. Strengthening the web of Australia’s bilateral
security links will make a positive contribution to discouraging regional
strategic competition.12

Coming only 30 days after the Taiwan Strait crisis, it was clear to whom the
reference ‘strategic confrontation’ was being made.13  However, Downer’s rhetoric
was delicate enough to discuss China’s destabilising strategic effect in the region
via the defence policies of Japan, South Korea and the United States. In September
he explained to a New York audience:

There is, I think, widespread support for continuing United States
strategic engagement in the Asia-Pacific which underpins the region’s
stability and security. The United States has a vital role in helping to
stabilise regional security. Your country’s presence strengthens regional
countries’ confidence in their security—in effect helping to minimise
tensions and maintain balance. This is most obvious in North East Asia
where, for example, Japan and South Korea have not only refrained from
acquiring nuclear weapons but have also undertaken legal obligations
never to acquire them.14

Remembering that this statement was made only three months after the
Chinese nuclear test (8 June 1996), the veiled reference to Chinese actions was
unmistakable. While Japan and South Korea had maintained anti-proliferation
stances, China’s nuclear actions were destabilising.

Regardless of the issue of Chinese proliferation of Weapons of Mass
Destruction, the Howard Government kept an optimistic outlook towards the
creation of a stable regional order. China posed a strategic challenge, but the
Howard Government believed bilateral engagement supplemented by a strong
US presence in the region would soften the impact of China’s rise. Downer
maintained that, in the region’s ‘fluid, complex and uncertain’ state, a ‘window
of opportunity’ existed to invest heavily in a stable and secure future.15  In his
words ‘Australia and its neighbours must make the most of the present relatively

9

Setting the Vision amongst a Sea of Troubles: March–December 1996



benign security environment to set in place stable and enduring security
arrangements’.16 This was an insightful glance into Australia’s view of the
region, and China. Despite the difficulties being experienced in Australia-China
relations, the government regarded the security environment as reasonably
‘benign’—a term traditionally employed sparingly in describing Australia’s
regional security environment. But the question of how to approach China
remained problematic. In July, Downer announced that, ‘strategically, China,
and our long-term relationship with it, is of vital importance in Australia’s
foreign policy’.17 Thus, between March and July 1996, the Howard Government
continued to emphasise the importance of China as a ‘central feature’ in Australian
foreign policy and the Australia-China relationship as an aspect of ‘vital
importance’.18 This may have been an early characteristic of the government’s
‘practical bilateralism’ coming into effect.19  Even with the unfriendly mood of
Australia-China diplomatic relations at the time, the government was persisting
with its new emphasis upon bilateral engagement with China and the region.

To summarise, within a nine month period the Howard Government had
clearly articulated its interest in engaging Asia, including China, as its highest
foreign policy priority. This was to be conducted under the guise of ‘practical
bilateralism’.20  In addition, there were tentative signs that Australia was
beginning to consider its relations with China in strategic terms, describing the
Australia-China relationship as a ‘vital’ strategic interest.21  And, somewhat
extraordinarily, the government regarded the regional security environment as
‘relatively benign’, despite the storm surrounding Australia-China relations.22

Indeed, 1996 was not memorable for the foreign policy vision being declared
by the Howard Government. Instead, the year was marked by a series of
diplomatic crises between Australia and China.

When the Howard Government took office on 11 March 1996 it entered a
regional political maelstrom. A serious diplomatic crisis between China and
Taiwan had escalated with the deployment of two US aircraft carrier groups to
the region. The crisis appeared reminiscent of a ‘perfect storm’: a novice
Australian Government thrown unwittingly into one of the region’s most serious
strategic crisis since the Tiananmen Square uprising between April and June
1989. In an unprecedented step, Downer declared unequivocal support for the
US forces deployed in the region, stating:

I think what we have seen in the last few days is a very clear
demonstration by the United States that it is interested in maintaining
its involvement in the security of the region and we obviously welcome
that.23

Downer’s definitive declaration of support for the United States appeared to
be the catalyst for arguably the most abysmal year in the history of
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Australia-China relations. A sense of impending doom hung over the
Australia-China relationship as the Howard Government appeared to confirm
its critics’ worst predictions.24  Downer’s unambiguous support for US
involvement in the crisis was not recanted. The Taiwan Strait crisis was quickly
followed in April by the discarding of the Development Import Finance Facility,
invoking further Chinese protests. The Facility was a concessionary finance
scheme for developing countries. China and a number of affected countries
lodged official complaints with the Howard Government.25

In July 1996 the inaugural Asia-Pacific Cities Summit was held in Brisbane.
Unfortunately, to the disdain of the Howard Government, the attendance of the
Mayor of Taipei City, Chen Shui-ban (a leading pro-independence advocate
within Taiwan’s Democratic Progressive Party), was protested by the Chinese
Government. A storm erupted concerning speculation that the Howard
Government would bar the entry of Chen. However, such an outcome did not
eventuate, and the Mayors of Beijing and Shenzhen declined to attend in
protest.26

The inaugural Australia–United States Ministerial Consultations were held
in Sydney from 25–27 July 1996 and proved to be a landmark event. Gathering
the respective Defence and Foreign Ministers of Australia and the United States,
the meeting climaxed with the ‘Sydney Declaration’—a joint security declaration
citing the ANZUS alliance’s relevance and purpose heading into the twenty-first
century. It reinforced the Howard Government’s image as a stalwart of US
interests in the region, describing the United States and Australia as ‘natural
allies’.27  Recognising the security difficulties of the Asia-Pacific region, the
Sydney statement declared:

The ANZUS Treaty has long given shape and expression to the
advancement of our common interests. During these challenging times
in the strategic development of the region, both countries take this
opportunity to reaffirm their mutual commitment to the obligations
flowing from the Treaty.28

The Sydney Declaration went on to declare the goals of developing democracy,
economic prosperity and strategic stability within the Asia-Pacific region. This
vision was to be conducted within a bilateral framework strategy, with the
specific objectives of preventing conflict, the proliferation of Weapons of Mass
Destruction, and arms build-ups.29  Although the Sydney Declaration did not
refer explicitly to China, it was poorly received by Beijing. Following a similar
US-Japan joint security statement in April 1996, the Sydney Declaration appears
to have encouraged China to allege that a new US containment strategy was
being forged in the region, in which Australia and Japan were two claws of a
US crab.30
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Chinese protests notwithstanding, the context in which AUSMIN occurred
needs to be understood. Only two months prior to AUSMIN, China had conducted
a nuclear test on 8 June 1996. Caught in the middle of Australia’s diplomatic
drive in the United Nations to establish a Comprehensive Test Ban Treaty, the
Chinese nuclear test represented another Chinese snub to Australian diplomatic
efforts. Having taken a lead role in advocating the Treaty, the Howard
Government was cornered by its own policy position and had no choice but to
strongly condemn the Chinese test.31

At the same time new revelations were coming to light. To its embarrassment
the Howard Government admitted to conducting secret negotiations with Taiwan
to sell uranium.32  After pushing for the creation of a Comprehensive Test Ban
Treaty, Australia’s negotiations with Taiwan appeared to contradict its
anti-proliferation objectives. A Ministerial visit to Taiwan by Primary Industries
Minister John Anderson in September (possibly in association with the uranium
trade negotiations) was met with strong Chinese opposition.33  On 26 September
1996, after much speculation, Prime Minister Howard met the spiritual leader
of Tibet, the Dalai Lama.34  Once again the Howard Government incurred strong
protests from China.

The final controversy of 1996, the Pauline Hanson debacle, was arguably the
most damaging event to the Howard Government’s overseas image. Hanson’s
One Nation Party had come to public prominence after achieving modest electoral
success and polarising public debate regarding immigration. Hanson, formerly
a Liberal candidate, was ejected from Howard’s Liberal Party after making
controversial remarks concerning ‘race-based welfare’.35  However, One Nation’s
inflammatory remarks regarding immigration placed the Howard Government
in a difficult position. In her maiden speech to Parliament, Hanson claimed
Australia was ‘in danger of being swamped by Asians’.36  Having ridden on
popular sentiment regarding Australian values, Howard was reluctant to damage
his populist Australian image.37 The Howard Government’s inability to distance
itself from Hanson was damaging in a year when Howard had repeatedly looked
isolated from Asia and China. After several weeks of controversy, the government
did distance itself from Hanson and One Nation, but the damage had already
been done.

Into this dire situation an unlikely event occurred. In an unprecedented step,
Chinese President Jiang Zemin held a personal meeting with Prime Minister
Howard in Manila before the 1996 Asia-Pacific Economic Cooperation conference.
The Howard/Jiang meeting stands as a sign-post of a terrible year; an unofficial
crisis meeting was required to repair the damaged Australia-China relationship.
After the meeting Howard commented:

We both agreed that the relationship was a strong one and could be made
stronger. I think we established on a personal basis a very good rapport.
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I said that despite the fact that Australia and China had some very basic
differences so far as our political systems were concerned, and [sic] our
size; that we had a lot of mutual interest, and that we should focus on
those, that I would take a commonsense, practical approach to the
relationship. At the end of the meeting the President invited me to visit
China and I accepted that invitation and we are both going to work
towards a visit by me to China in the first half of next year.38

Thus Howard had in many respects retrieved a position that appeared
unsalvageable. Acknowledging that relations ‘could be made stronger’, he
secured an unlikely return visit to Beijing in 1997.39 While political differences
remained unavoidable, a ‘commonsense’ approach to the relationship was to be
adopted.40  However, much work remained to be done to cast the relationship
in a positive light. Regarding Australia’s strategic orientation towards China,
and the particular sensitivity of whether Australia was pursuing a containment
strategy against China, Howard said:

I made it clear that we weren’t trying to contain China. I said that the
close relationship between Australia and the United States was there
because it was the mutual desire of Australia and the United States to
have a close relationship. I told him that the relationship was not directed
at anybody. It was a relationship having a momentum and a merit all of
its own. He, to my thinking, accepted that. I believe that on both sides
there was a desire to find points that reinforced the positives of the
relationship.41

Clearly, the Howard Government’s actions throughout the year had aroused
Chinese suspicions, and earned Howard the dubious honour of a personal meeting
with Jiang. Howard had secured China’s attention, but for all the wrong reasons.

To conclude, the Howard/Jiang talks represent a decisive end to a tumultuous
year. Despite repeated quarrels, the governments of Australia and China were
able to walk into 1997 regarding each other with a degree of respect. The
relationship had encountered a severe storm, yet had remained intact, albeit
bruised and battered. Indeed, the Howard Government’s first year in office
appeared to confirm its pundits’ derisions of it as a novice foreign policy
practitioner. Downer’s definitive declaration of support for the United States
during the 1996 Taiwan Strait crisis commenced an abysmal year in the history
of Australia-China relations. Events such as the Chinese nuclear test and the
Sydney Declaration exposed the differences and distance between Australia and
China. At first glance the incoming Howard Government’s foreign policy
appeared simplistic, advocating a reinvigorated ANZUS alliance alongside a
populist leaning domestically driven agenda.42  But these objectives tended to
overshadow the clear enunciation of engagement with Asia that was being
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declared at the same time. Although the Howard Government’s foreign policy
performed poorly on the public stage, in reality a steady foundation for expanded
engagement with Asia and with China was being laid. Therefore, the story of
1996 is a complex milieu of competing foreign policy objectives. While Paul
Kelly’s description of Howard as a ‘response agent’, subject to the winds of
political fortune, is generally accurate, this investigation also observes a more
complex individual and government at work.43

The Howard Government’s strategic depiction of China in 1996 is Janus-faced,
conveying both optimism and adversity. Policy depictions of China in 1996
showed a country that represented an economic opportunity and a strategic
challenge, rather than a strategic problem as portrayed in the 1996 crisis
environment. The government adopted many of the outgoing Keating
Government’s perspectives; Downer’s ‘fluid, complex and uncertain’ region
statement was a repeat of Labor Defence Minister Robert Ray’s 1993 Strategic
Review statement.44 The government was forced to confront the regional
instability that China’s rise was causing, receiving a rude introduction to the
sensitivities of Chinese foreign policy (Taiwan). Support for the Comprehensive
Test Ban Treaty left Australia with no option but to make its views clear
regarding Chinese actions; Downer declaring, ‘I condemn the nuclear test
conducted today by China’.45

The question of 1996 as Jiang Zemin and the world at large saw it, therefore,
was whether Australia was becoming part of a US containment strategy towards
China, having announced themselves ‘natural allies’.46  As this analysis has
revealed, such statements indicate 1996 was the extreme rather than the rule for
the future conduct of Australia-China relations. In contradiction to the negative
image surrounding Australia-China relations, the Howard Government had
declared ‘strategically, China and our long term relationship with it, is of vital
importance in Australia’s foreign policy’ and had also assessed the region’s
security environment to be ‘relatively benign’.47  Consequently, in the ensuing
period (1997–2002), a remarkable transition would occur in Australia-China
relations.
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Chapter 2

Relationship Restoration and
Expansion: January 1997–

December 2002

In contrast to 1996, the Howard Government’s strategic depiction of China
throughout the period 1997–2002 is relatively uncomplicated. The government
continued to depict China as an economic opportunity and strategic challenge
simultaneously, although depictions of China as a strategic challenge were sparse.
While the period is substantial in duration, a degree of consistency and coherence
can be observed across it. The Australia-China relationship throughout this
period is characterised by restoration and expansion and can be differentiated
from 1996 for the remarkably positive mood of Australia-China relations
throughout the period. Sensitivities in the relationship did surface on a number
of occasions, with particular reference to Taiwan, but the atmosphere of the
relationship remained relatively stable in contrast to the sour demeanour of
relations in 1996. Therefore, this chapter will conduct a straightforward
chronological analysis of the Howard Government’s strategic depiction of China,
and will be interrupted intermittently by the various disputes that complicated
the largely harmonious relations.

Having presided over one of the worst periods in Australia-China relations
history in 1996, the Howard Government entered 1997 under considerable
pressure. While the trade relationship remained relatively buoyant throughout
1996, diplomatic relations were tense. Following the talks held in November
1996 with Chinese President Jiang Zemin in Manila, Howard visited Beijing in
March 1997. The Beijing talks built upon the successful dialogue in Manila,
restoring a degree of confidence in the relationship. In fact these talks may have
been some of the most significant discussions of the Howard years. Within
months, other Howard Government Ministers were lauding the significance of
Howard’s visit to Beijing. Downer said that ‘Prime Minister Howard—during
his China visit in late March—spoke with equal enthusiasm of a new economic
“strategic partnership” between Australia and China’.1 The Minister for Trade,
Tim Fischer, also referred to Howard’s conceptualisation of a new ‘economic
strategic partnership’ with China during the Beijing visit, and noted that ‘China
has made a number of strategic and significant investments in Australia’.2

Evidently the Howard Government’s early indications in 1996 of associating
Australia’s economic interests with its strategic interests were continuing in
1997. The government’s employment of the phrase ‘strategic partnership’
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concerning economic relations is of particular interest, bringing the domains of
strategic and economic interest closer together. Yet the phrase ‘strategic
partnership’, when placed in association with economic interests, is confusing.
Such a phrase makes defining exactly where economic interest ends and strategic
interest begins a difficult task. This was a problem that would persist throughout
the Howard years.3  Although the Australia-China relationship remained firmly
placed within the domain of economic interest, such statements revealed that
the strategic significance of the economic relationship was becoming increasingly
visible.

By April 1997 a very positive transition in the mood of Australia-China
relations had occurred. Downer celebrated the ‘new economic partnership’,4

stating: ‘I am convinced that the recent expansion in our two-way investment
links is an unmistakable sign of a maturing economic relationship.’5 The warming
of Australia-China relations was not limited to economic relations. In the security
domain, the Australian Government announced the creation of a new annual
dialogue between Australia and China. Downer said:

During my visit to China in August last year, I proposed—and China
agreed—to expand our annual bilateral disarmament discussions to
include discussion of regional security issues. And, during the Prime
Minister’s recent visit, agreement was reached on initiating a regular
dialogue between our defence agencies.6

Hence, after 13 months in office the Howard Government had established a
number of security links with China which at the time were unprecedented in
the history of Australia-China relations.7 What appears significant was that
these new security ties were Australian initiatives. The government was reaching
out to China rather than vice versa, bringing China into the ranks of Australia’s
dialogue partners.

Building upon these ground-breaking security initiatives, on 10 April 1997
the Howard Government made an important shift in its diplomatic relations with
China. It implemented a new approach towards one of the persisting sensitivities
in the relationship—human rights. Instead of supporting an annual UN General
Assembly resolution condemning China’s human rights abuses, the government
initiated a bilateral human rights dialogue with China. Downer declared ‘China
has agreed in principle to Australia’s proposal, put by the Prime Minister to
Premier Li Peng last week during his visit to China, that we establish a formal
and regular bilateral dialogue on human rights’.8 This represented an important
move in Australia-China relations, departing from the conventional modes of
engagement and critique conducted by many other Western countries in relation
to China. While differences remained, from now on Australia-China differences
concerning human rights would be addressed in private negotiations rather than
on the public floor of the UN General Assembly. Even so, 1997 was not without
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its sensitivities and the new dialogue method was soon to be put to the test. Of
particular concern was the hand-over of Hong Kong back to China. However,
the Howard Government conducted smooth negotiations in support of the
change-over and expressed concern for the continuation of ‘the rule of law, the
free flow of information, labour and capital; and the rights and freedoms the
people of Hong Kong currently enjoy’.9

Having successfully distanced itself from the UN human rights debate with
China, the Howard Government was set to declare a new era in Australia-China
relations. The launch of the first Department of Foreign Affairs and Trade (DFAT)
White Paper, In the National Interest, in August 1997, reflected a new tone of
cautious optimism that was being restored to the relationship with China. In
synchronisation with the policy declarations of 1996, the 1997 DFAT White
Paper again emphasised the importance of strengthening bilateral ties in the
region.10 In the National Interest recognised the centrality of China to prosperity
and security in the region, and acknowledged its important strategic role:

China’s economic growth, with attendant confidence and enhanced
influence, will be the most important strategic development of the next
fifteen years. How China manages its economic growth and pursues its
international objectives, and how other nations, particularly the United
States and Japan, respond to China will be crucial issues over the period.11

Having declared engagement with Asia its ‘highest foreign policy priority’
in 1996, the Howard Government now announced that China’s rise was ‘the
most significant strategic development of the next fifteen years’.12 The attention
dedicated to Japan, China and the United States showed that the great power
relations of Northeast Asia were viewed as pivotal to Australia’s ongoing interest
in a stable Asia-Pacific region. The White Paper said ‘the effectiveness of Japanese
and US policy towards China, and China’s handling of its relations with them,
will be key determinants of the future stability of East Asia’.13  A degree of
consistency was apparent with prior Howard Government statements regarding
the economic and strategic importance of China. The White Paper recognised
the Australia-China relationship as one of Australia’s ‘key’ relationships and a
degree of modesty in expectations was apparent, the DFAT White Paper
emphasising mutual respect as

a realistic framework for the conduct of the relationship, and offering
the best prospects to maximise shared economic interests, advance
Australia’s political and strategic interests, and manage differences in a
sensible and practical way. The one-China policy will continue to be a
fundamental element of the bilateral relationship.14

Once again economic interests were clearly separated from strategic interests.
The one-China policy remained the norm and differences would be negotiated
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in a sensible fashion. To summarise, In the National Interest identified China’s
economic rise as the most important strategic phenomenon in the region. China
represented an opportunity and challenge that had to be engaged in a ‘realistic’
manner.15 Thus, it is clear that DFAT depicted China as representing more of
an opportunity than a threat.

However, other perspectives concerning China’s rise were discernible within
the Howard Government’s departments. Despite the restoration of positive
diplomatic relations and a buoyant trade relationship, a more cautionary view
of China’s rising power was held by the Department of Defence. In December
1997 the government released the 1997 Strategic Review, Australia’s Strategic
Policy, which included revealing commentary regarding Australia’s strategic
perception and depiction of China. The Strategic Review noted that ‘China is
already the most important factor for change in the regional strategic
environment’.16 This was complementary to DFAT’s identification of China’s
rise as ‘the most significant strategic development’ in the region.17  Crucially,
the Strategic Review also noticed the improvement of China’s power projection
capabilities, stating that:

Sustained high economic growth, and commensurate increases in defence
funding, combined with access to more modern technology, especially
from parts of the former Soviet Union, have increased China’s strategic
capabilities. Its air and maritime forces, in particular, are being developed
at a significant pace, albeit from a low base.18

Naturally the development of China’s power projection capabilities was of
particular interest to the Department of Defence, as Australia’s own territorial
integrity remains founded on secure defence of the ‘sea-air gap’ surrounding
Australia.19  Although Australia’s Strategic Policy conceded that China’s
capabilities were being developed from a ‘low base’, it also observed that the
rate of change was occurring at a ‘significant pace’.20  Clearly the government
was uncomfortable with this strategic development. Although the Strategic
Review attempted to allay fears, stating ‘this expansion of China’s military
capabilities does not constitute a threat to Australia’, it went on to acknowledge
that ‘it would not be in Australia’s interests for China’s growing power to result
in a dimunition [sic] of US strategic influence, or to stimulate damaging strategic
competition between China and other regional powers’.21

Evidently the government remained uncomfortable with the prospect of a
strategic environment dominated by China. And to dismiss China as a threat,
having just described China’s rising power, almost seemed a contradiction. If
China was not a threat, why was the Howard Government concerned about the
maintenance of the US presence in the region? Hence it must be considered
decisive that Australia’s Strategic Policy found Australia’s primary strategic
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interest to be a continued US presence in the region. Without it, the government
believed strategic instability would ensue. This reinforced the cautionary tone
sometimes apparent within In the National Interest, which also stated that:

Within East Asia, US strategic engagement in the region is widely
regarded as a crucial stabilising influence, and an indispensable condition
for the continuing strategic stability on which the region’s economic
success is ultimately dependent. Without it, regional countries might
seek to significantly expand their defence capability in a destabilising
way.22

Therefore anxiety can be observed in the Howard Government’s strategic
depiction of China, both in diplomacy (DFAT) and in defence (the Department
of Defence). This was despite the overwhelming emphasis upon economic
opportunity in the DFAT White Paper. As a result, the task at hand for Australia
and the region according to Australia’s Strategic Policy was to

convince Beijing that China’s legitimate interests and growing influence
can be accommodated within the current regional framework. China will
need to work hard to reassure the rest of the region that its national
objectives and the means it uses to achieve them will be consistent with
the basic interests of its neighbours.23

Echoing the DFAT White Paper, the Defence Strategic Review considered
Australia’s relationship with China as sharing economic interests but not strategic
interests.24 The Strategic Review repeated the DFAT White Paper word for
word, stating:

China will remain one of Australia’s key relationships, with our approach
based on shared interests and mutual respect. These principles provide
the basis for a realistic framework for the conduct of the relationship,
and offer the best prospects to maximise shared economic interests,
advance Australia’s political and strategic interests, and manage
differences in a sensible and practical way.25

Clearly a coordinated DFAT/Defence approach to China was being conducted
by the Howard Government. Despite the different objectives of the organisations
in question, the strategic depictions of China that the two organs were conveying
were generally very similar. Certainly the 1997 Strategic Review, despite
displaying a cautionary tone towards China’s rise, did conclude on a conciliatory
theme, similar to the DFAT White Paper, commenting that China has ‘legitimate
claims as an emerging major power’.26  However, the Strategic Review also noted
that ‘Japan’s strategic interests converge quite strongly with Australia’s. We
share with Japan an interest in continuing US engagement, the freedom of
navigation in the region, and the avoidance of increased strategic rivalry between
the United States and China’.27
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Hence, the open introduction of Japan into Australia’s public strategic calculus
regarding China was an important development. This action arguably displays
a degree of reticence in the theory of China’s ‘peaceful development’, and
provides an early indication of the government contemplating a hedging
strategy.28

In summary, the DFAT White Paper and Defence Strategic Review of 1997
provide an accurate reflection of the Howard Government’s strategic depictions
of China throughout the period 1997–2002. Even as the Australia-China economic
relationship soared from strength to strength, both of these documents reflected
a mood of strategic caution within the Howard Government.

Indeed, the period 1997–2002 was not without its challenges. The Asian
Financial Crisis of 1997–98 severely damaged a number of Asian economies, and
disturbed business confidence within the Asia-Pacific region. Yet this turned
out to be a diplomatic windfall for Australia and China. Both countries’ economies
managed to ride through the crisis relatively unscathed. This boosted increasing
Australian business confidence in the strength of the Chinese economy and,
with it, government praise. During the financial crisis, Downer said that China’s
decision not to revalue the renminbi was ‘a very positive step towards stabilising
the region’s economy’.29

Other sensitivities included the North Atlantic Treaty Organization bombing
of the Chinese Embassy in Belgrade on 9 May 1999. This induced a prompt
expression of regret and sympathy from the Howard Government.30  Another
issue centred on the release of businessman James Peng in November 1999,
thereby concluding an awkward six-year dispute between Australia and China.31

Peng was a Chinese-born Australian citizen who had been seized in Macau and
convicted and imprisoned in China on embezzlement charges. The Howard
Government successfully sidestepped the Taiwan issue in July 1999 by simply
refusing to comment when the government of Papua New Guinea, under fiscal
limitations, began leaning towards Taiwan to secure alternative finances.32  It
was evident that the Australian Government remained firmly grounded in reality
regarding the difficulties of the Australia-China relationship. In 1999 Downer
stated:

We should not succumb to any false notions that we have some kind of
‘special’ relationship with China. Our government’s ground-breaking
Foreign and Trade Policy White Paper quite rightly stated that China
was one of our four key relationships alongside those with Indonesia,
Japan and the United States.33

Downer went on to say:

Instead of some mythical ‘special’ relationship, what we actually have
is a mature and broadly based relationship with China, a relationship
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based on mutual respect and mutual advantage. And part of that mature
relationship should always be a hard-headed appreciation that China
and Australia have both commonalities and differences.34

According to Downer, Australia’s ‘hard-headed’ pragmatism, reminiscent of
1996, still remained entrenched in Australia’s approach to China.35

Irrespective of this pragmatism, by 1999 the cultivation of defence and
security ties initiated in 1997 between the two countries had been steadily
developing. In 1999 Downer said:

If we want to discuss security and foreign issues with China in a
constructive and informed way, we need a channel into the PLA [People’s
Liberation Army]. Of course, there are definite limits to how far this
cooperation can and should go, but the development of our links with
the Chinese military over the last few years has been quite notable. High
level visits have underpinned this dialogue. Several senior Chinese
officers, including the PLA Chief of General Staff, have visited Australia
this year. In May, John Moore became the first ever Australian Defence
Minister to visit China, and in October, the Vice Chief of the Australian
Defence Force led the Australian side in the third round of our military
talks with China.36

Even with these security developments, the pre-eminence of ‘hard headed’
pragmatism reigned supreme in the relationship.37 The Howard Government
recognised that there were ‘definite limits to how far this cooperation can and
should go’.38  After the façade of 1996, this maturing pragmatism was rendered
transparent on a number of occasions during the period 1997–2002. Tensions
in the security domain were exacerbated on 5 May 2000 when Howard, in an
interview with Steve Liebmann, controversially linked high-tech Australian
Defence Force elements with Taiwan. It appears the Howard Government may
have been nervous of Taiwan-China tensions rising after the election of Taiwan
pro-independence candidate Chen Shui-ban. In his interview with Howard,
Liebmann asked:

The Commander in Chief of the United States Pacific Command, Admiral
Dennis Blair is saying America wants your Government to maintain a
high technology Defence Force. Are you prepared to do that at what is
implied as a risk to our defence relationship with America if you don’t?39

Howard responded:

I don’t think he’s threatening our defence relationship. I will be seeing
Admiral Blair this afternoon. We do have a high technology Defence Force
as far as Taiwan is concerned, which is the context in which those remarks
were made. My message to him this afternoon and indeed to the Chinese
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will be to exercise maximum restraint. I don’t think we should be talking
about the possibility of conflict over Taiwan. I think what we should be
doing as a very close ally of the United States, also a country having a
constructive relationship with Beijing, is to say to both of them it is in
everybody’s interests that we all exercise a great deal of restraint. And
I’m not going to get into hypothetical situations about what we may and
may not do in the event of something happening, I don’t think that’s
helpful.40

Although it can be disputed that what Howard meant to say was that Australia
has a high-tech force compared to that of Taiwan, a cursory glance at the quote
would suggest otherwise. Clearly the Howard Government possessed a strong
stance towards Chinese military action against Taiwan, and was prepared for
such a contingency. This was arguably an even stronger foreign policy position
than that assumed in the 1996 Taiwan Strait crisis.

On 1 April 2001 the EP-3 spy plane crisis unfolded between China and the
United States, in which a Chinese J-8 fighter jet collided with a US EP-3
reconnaissance aircraft, causing the death of the Chinese pilot and forcing the
damaged EP-3 to land on the Chinese island of Hainan. During this tense
US–China standoff, Australian naval vessels had an altercation with a Chinese
naval vessel in the Taiwan Strait on 17 April 2001. The Australian Defence Force
vessels were hailed by a Chinese ship, an action that had never occurred before
between the two navies.41  Despite the extremely tense situation, each country
was able to negotiate the stormy period with strong relations intact. Howard
persisted in supporting the Australian Defence Force’s actions as innocent,
despite disagreements with the Chinese Government. Concerning Australia’s
relationship with China at the time, Howard said:

I don’t believe it’s shaky at all. China’s always had a different view about
what international law allows the vessels of one country to do in the
territorial waters of another. There’s nothing new about that and I don’t
think we should overreact or exaggerate the significance of what has
occurred in the last couple of weeks. The Australian vessels were acting
completely in accordance with international law, but equally we don’t
want to get too sensitive about this. We’ve got to look at it in the context
of an overall relationship which is quite good. In fact much better now
than it was a few years ago. And a relationship that economically is very
important to this country.42

A number of important insights can be gleaned from these two statements.
Obviously the Howard Government was quite prepared to voice a difference of
opinion to that of the Chinese Government. Second, the threat perception of
China from 1996 remained strong, as evinced by the high-tech forces statement.
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This revealed a rare example of the enduring suspicion of China underneath the
Howard Government’s positive depictions. While the depiction of China in the
two statements was calm and measured, the perception behind the depictions
harboured considerable reservations. And decisively, Howard characterised the
relationship as economic rather than strategic in nature.

Despite these difficulties, the December 2000 release of Defence’s White
Paper, Defence 2000: Our Future Defence Force, exhibited considerable optimism
in the Australian Government’s strategic depiction of China. The government
stated that ‘we believe the forces for peace and stability in the Asia-Pacific region
are strong’ and ‘there is a small but still significant possibility of growing and
sustained confrontation between the major powers of Asia’.43 While a cautionary
tone remained palpable, the government recognised the importance of China
and the continuation of successful engagement. It stated:

China, as the country with the fastest growing security influence in the
region, is an increasingly important strategic interlocutor for Australia.
The Government places a high priority on working with China to deepen
and develop our dialogue on strategic issues.44

The introduction of the descriptor ‘strategic interlocutor’ for the first time
was an interesting evolution in Australia’s depiction of China, possibly conveying
the deepening security ties between the two countries. The Defence White Paper
stated that ‘it is important that Australia take a long term approach to building
up our access to those countries strategic thinking, and our influence in their
decision making’.45  By 2000 the strategic dialogue between the two had entered
its fourth year. Although the Defence White Paper abstained from discussing
China’s growing power projection capabilities, it did note that ‘a number of
regional defence forces have begun to develop sophisticated air combat
capabilities’; this of course included China.46  It also noted that the US-Japan
relationship was ‘critical to maintaining strategic stability in the region’ and
that the alliance had ‘provided a welcome framework in which Japan has been
able to take a larger role in regional and global security issues’.47  Obviously
Japan remained a central facet of Australia’s strategic considerations and possible
hedging strategy.

To summarise, the period of January 1997 to December 2002 was a period of
Australia-China relationship restoration. In 2002 Howard declared:

We have a closer relationship with China now than we had five years
ago. I count it one of the foreign policy achievements of our time in
Government so far and that is the development of a strong mutually
respectful relationship with China.48

The economic relationship moved from strength to strength, growing from
A$10.1 billion in 1998–99 to A$22.6 billion in 2002–2003, an annual growth rate
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of 22 per cent.49  Strategic and political difficulties remained, but these were
successfully navigated with what appeared to be a considerable degree of
tolerance after the tensions of 1996. Reminiscing upon the period, Howard mused:

There are occasions in a reasonably lengthy period of a Prime
Ministership when you can look back on particular countries where you
feel there has been a quantum shift in the relationship. I certainly had
that experience after a visit I paid to Beijing in 1997.50

In conclusion, the 1997 DFAT White Paper, 1997 Defence Strategic Review
and 2000 Defence White Paper can be regarded as accurate characterisations of
the relationship’s dynamics during 1997–2002. Economic opportunity and
strategic anxiety were yoked together in an uneasy but relatively stable link.
The government’s strategic depiction of China had remained relatively stable,
exhibiting a considerable degree of cooperation and coherence between the
depictions made by DFAT and the Department of Defence. The government had
begun a deliberately positive strategic depiction of China, in an attempt to allay
Chinese fears of strategic isolation. This may have been an early sign of a hedging
strategy being implemented by the Howard Government, stating its intent to
‘convince Beijing that China’s legitimate interests and growing influence can be
accommodated within the current regional framework’.51  Apart from Downer’s
‘economic strategic partnership’ statement in 1997, the government maintained
a relatively clear distinction between its economic interest in China and its view
of China as a strategic challenge.52  Policy statements differentiated economic
interest from strategic interest. As a result, by 2002 the mood remained
remarkably similar to the mood of 1997 and in 1999 when the government
declared that it did not have a ‘special relationship’ with China despite strong
trade ties.53  A considerable degree of angst was observable in the government’s
strategic depictions of China, noting its growing power projection capabilities.
Howard’s 2000 high-tech forces statement regarding Taiwan and the 17 April
2001 Taiwan Strait incident clearly showed the serious difficulties persisting in
the relationship. In addition, visits to Taiwan by Australian Government officials
remained controversial. Important changes had been introduced, especially the
bilateral human rights dialogue and the security dialogue. However, the
relationship had not assumed an explicit strategic dimension in the Howard
Government’s public depiction of Australia-China relations. While private
accounts indicate that behind the scenes an ongoing strategic dialogue of
significant proportions had been underway for a number of years, this remained
far from the public eye.54  Indeed, the period 2003–2006 marks the public
declaration of the relationship’s strategic evolution that until then remained
unannounced. To summarise, the prescient question regarding Australia-China
relations at the conclusion of 2002 was, where to from here? Having ridden a
continuing wave of trade growth while navigating diplomatic disputes with
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comparative ease relative to the experiences of 1996, commentators were
speculating about what future possibilities lay ahead with ongoing friendly
relations between Australia and China.55  And, decisively, in 2003 things were
again set to change in how the Howard Government depicted China.
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Chapter 3

Friendly Unease:
January 2003–December 2006

The Howard Government entered 2003 having presided over one of the most
successful periods in the history of Australia-China relations. The period
1997–2002 observed a blooming trade relationship and the successful navigation
of intermittent diplomatic disputes. The Howard Government depicted China
as an economic partner and strategic interlocutor. Into this positive atmosphere
the Department of Foreign Affairs and Trade (DFAT)’s second White Paper
Advancing the National Interest was launched on 12 February 2003. It proved
to be an extremely significant document, for coining one of the most debated
phrases in Australia’s recent diplomatic history, ‘strategic economic partnership’,
and indicating a new period in Australia-China relations.1  In contrast to the
period 1997–2002, the 2003–2006 period saw the Howard Government depict
China as both an economic partner and a strategic partner. However, the
controversy surrounding this new strategic partnership forced the government
to retreat from publicly acknowledging the strategic relationship. Consequently,
the Australia-China relationship during the period can be described as one of
‘friendly unease’—‘friendly’ because of ongoing positive depictions, and ‘unease’
because of US reactions to Australia’s warm depictions of China. This chapter
will map these developments, recounting the announcement of the ‘strategic
relationship’ between the two countries and the corresponding strategic
shockwave that ensued in Australian foreign policy.2

When the Howard Government released the 2003 DFAT White Paper, it
heralded the dawn of a new age in Australia-China relations. Advancing the
National Interest stated: ‘The government will pay particular attention to securing
the long-term vitality of our successful partnership with Japan and to building
a strategic economic partnership with China.’3

The phrase ‘strategic economic partnership’ is a perplexing and intriguing
one. At first glance the most striking feature of the term is its ambiguity, possibly
a deliberate design feature. How does one define the phrase? Does it mean an
economic partnership that is of strategic value, or does it infer something more
substantial? Could the Howard Government be depicting an economic relationship
which is defined primarily by its strategic interests rather than its economic
interests?4 The White Paper went on to say that Australia ‘is building a strategic
economic relationship with China similar to those Australia has established with
Japan and Korea’.5 This introduces new possibilities for interpretation. Japan
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and South Korea represent quantifiably substantial relationships with Australia
in the strategic realm, particularly Japan. Both countries are important spokes
in the US regional ‘hub and spokes’ bilateral relationship system, and Japan is
a key security partner of Australia.6  Does this mean that Australia’s designs for
its relationship with China include security cooperation and strategic alignment
akin to what it has with Japan and South Korea? Consequently, Advancing the
National Interest depicted the importance of China in the region, arguably to a
position more central in Australia’s strategic considerations than Japan. The
document stated that ‘although much less powerful than Japan on many
measures, China’s growing economic, political and strategic weight is the single
most important trend in the region’.7  Hence it appeared that the locus of
Australia’s foreign policy attention in Asia was China, despite Japan’s established
trade and security ties with Australia.

Advancing the National Interest noted that conflict between the United States
and China was possible, stating ‘Taiwan will continue to be a potential source
of serious tension between the United States and China. The possibility of
miscalculation leading to conflict is real, although small’.8 This was a subtle but
significant evolution in the Howard Government’s depictions of threats in the
Asia-Pacific region. It still noted that the region had security threats, but viewed
it as relatively stable. This is to be contrasted with one of the Howard
Government’s threat depictions of 1996, which identified three areas of concern:
Taiwan, the Korean Peninsula and the South China Sea.9  Indeed, one of the
significant developments during the Howard years was the freeze of disputes
in the South China Sea, a number of which were based on Chinese claims in the
area. In addition, the constructive role of China in the Six-Party Talks appears
to have had a significant influence on the Howard Government’s perception of
China, and its corresponding strategic depiction.10  However, not all of the
Howard Government’s departments possessed such a uniformly positive depiction
of the relationship. In mild contrast, Defence Update 2003 predicted continuing
strategic competition between the United States and China, especially concerning
Taiwan; ‘strategic competition between the United States and China will continue
over the next decade, and the possibility of miscalculation over Taiwan
persists’.11  It went on to state:

China, as the country with the fastest growing security influence in the
region, is an increasingly important strategic interlocutor for Australia.
The Government places a high priority on working with China to deepen
and develop our dialogue on strategic issues.12

The phrase ‘strategic interlocutor’, first employed in the Defence White Paper
2000, reinforced the Howard Government’s depiction of China as a recognised
and significant strategic player in the region. And on 13 August 2004, John
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Howard used ‘strategic economic relationship’ for the first time in a public
speech.13

Having consolidated the use of ‘strategic economic relationship’ in public
debate, Howard and Alexander Downer began to increasingly depict Australia
as a mediator between the United States and China:

Our aim is to see calm and constructive dialogue between the United
States and China. The government recognises that, as a nation which has
different but nonetheless close relationships with both countries,
Australia is well placed to promote that constructive dialogue.14

On the same day as Howard, Downer made a significant speech to the
Australia–China Free Trade Agreement Conference, emphasising the importance
of China in the region. Downer said China had ‘cemented its role as a constructive
actor and a valued contributor to the region’s core security and stability’.15  On
a new tangent, Downer praised China as a ‘good friend’ who was playing a
positive role in Iraq:

China has played a crucial role in helping advance the international
response to Iraq over the past few months, ensuring that Security Council
Resolution 1546 was unanimously adopted and clearly signalling its
support for the new Iraqi government and an active role for the
international community.16

These statements represent important evolutions in Australia’s strategic
depiction of China. Australian foreign policy was beginning to recognise the
broader role of China in the United Nations and global security. Downer went
on to say:

We see considerable opportunity for further cooperation with China as
we continue to build and strengthen regional security with China’s
ongoing role as a positive force in the region as crucial to our interests
as it is to China’s. It is therefore fitting that we have developed annual
bilateral dialogues on regional security and defence issues.17

In addition to deepening defence and security ties, new economic initiatives
were being developed too. Concerning the negotiation of a Free Trade Agreement
Downer said:

The Government recognises that the current strengths of the relationship
make this an opportune time to look at a possible FTA [Free Trade
Agreement] with China and that an FTA would lend important strategic
support to our efforts to build and strengthen the broader bilateral
relationship in the future.18
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This was again a tantalising depiction of China by Australia. Was the
relationship purely economic? Clearly the notion of a Free Trade Agreement
providing ‘important strategic support’ to the crafting of a ‘broader bilateral
relationship’ is provocative. But was this a depiction of a genuine strategic
relationship? Downer went on to say:

I hope that my remarks will also assist the conference in their
consideration of the significant role China plays, not just in terms of
trade and economic interests, but issues that relate to the security and
prosperity of our region.19

Again, Downer refrained from making a full blown ‘strategic relationship’
reference, but the mood of the text is enticing. By themselves the statements are
ground-breaking in their acceptance and support for China’s greater role in
regional and global strategy and security. The government had affirmed China
as a ‘good friend’ who was a ‘positive force’ in the Asia-Pacific region, playing
the role of a ‘strategic interlocutor’ in regional and global affairs such as Iraq.20

Having noted these remarkably warm strategic depictions of China by Howard
and Downer on 13 August 2004, it is compelling to introduce Downer’s statements
made in Beijing only four days later. On 17 August 2004, while visiting China,
Downer made one of the most talked about statements in recent times regarding
Australia-China relations. Downer said in Beijing:

With Premier Wen we agreed that Australia and China would build up
a bilateral strategic relationship, that we would strengthen our economic
relationship and we would work together closely on Asia Pacific issues,
be they economic or security issues.21

This was a ground-breaking statement. Previously in the Howard
Government’s strategic depiction of China there had been a steady evolution in
the relationship, from an economic relationship, to an economic relationship
with strategic significance, to a ‘strategic economic relationship’.22  And now
the transition appeared complete, Australia and China had established an explicit
‘strategic relationship’.23  However, this was not the only change. In response
to a carefully constructed question by the media regarding Taiwan, Downer
went on to say:

Well, the ANZUS Treaty is a treaty which of course is symbolic of the
Australian alliance relationship with the United States, but the ANZUS
Treaty is invoked in the event of one of our two countries, Australia or
the United States, being attacked. So other military activity elsewhere
in the world, be it in Iraq or anywhere else for that matter does not
automatically invoke the ANZUS Treaty.24
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This was a fundamental reinterpretation of the ANZUS alliance, reassessing
its core commitment of consultation in the case of alliance forces being attacked.
The ANZUS alliance had been reduced to a largely symbolic alliance, invoked
in the instance of attacks upon the American or Australian homeland as in the
case of the 11 September 2001 terrorist attacks on the United States. This was
obviously a significant reduction of the alliance commitment, away from the
more comprehensive and orthodox ANZUS forces interpretation. But Downer
had not finished. He went on to say:

Diplomatic relations between countries evolve, you know, rather than
change by gigantic steps—and what we are seeing through what Premier
Wen said to me about building a strategic relationship between Australia
and China is a significant development, in that I think China has seen
Australia in years gone by as an important economic partner and a less
important political and strategic partner, and I think now there is a
recognition by the Chinese leadership of the significant role that Australia
plays in the region.25

If the point had not been made before, now it was glaringly obvious. Far
from being a slip of the tongue, for the second time Downer had confirmed that
Australia and China did indeed have a strategic relationship. Downer went on
to say: ‘I think we are seeing the evolution of a much stronger and much fuller
relationship which encompasses many challenges of the Asia-Pacific region of
the political and security nature, not just of an economic nature.’26  Having
ascended to the heights of reinterpreting the ANZUS alliance, Downer had plainly
described a ‘strategic relationship’ between Australia and China for the first
time in history.27 The statements came hand in hand: a reduction of ANZUS to
a highly symbolic status, coupled with a fundamental reorientation of Australia’s
strategic posture towards China. What occurred over the next few days was a
curious flurry of back-peddling as Howard and Downer tried to recant the
statement. The Australian domestic and American response was noisy and raucous
as the strategic shockwave spread.28  A few days later Howard responded that
‘nobody can doubt that Australia is a loyal ally of the United States’, and reverted
to the orthodox interpretation of ANZUS as being invoked in an attack on ANZUS
forces.29

By March 2005 it appeared that Howard was still attempting to heal the
US-Australia relationship. He reinforced the closeness of US-Australia ties, but
this was juggled with maintenance of the Australia-China relationship. Howard
highlighted the differences and similarities between Australia and China. He
said:

Now everybody knows that Australia has no closer ally than the United
States, now that is a given of our foreign policy, it’s a given of so many
aspects of Australian life, everybody knows also that we have developed
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a good relationship with China, we are different countries. China is not
a democracy, Australia is, there are a lot of things in China that we don’t
agree with, equally however, we have very strong people to people links
and we will work very hard to further expand that relationship. So it’s
in our interests to work at preventing anything from occurring and I am
not going to start hypothesising about how we would react if those
efforts were to fail, there is nothing to be achieved by that.30

Apparently the normative response of the period 1997–2002 was back in
vogue; that Australia had close but different relations with the United States
and China, and the government was not going to hypothesise about its response
to a Taiwan contingency. However, a landmark speech by Howard to the
Sydney-based Lowy Institute for International Policy in March 2005 again
signalled Australia’s new depiction of China in the region. It appeared that the
integration of China into Australia’s strategic posture was back on the agenda.
Regarding US-China relations Howard said: ‘It would be a mistake to embrace
an overly pessimistic view of this relationship, pointing to unavoidable conflict.
Australia does not believe that there is anything inevitable about escalating
strategic competition between China and the US.’31

Howard’s Lowy Institute address reveals that Australian and US perspectives
on China were becoming divergent. At the 2005 IISS Shangri-La Dialogue in
Singapore, the contrasting regional defence interests of Australia and the United
States were again clearly displayed. While US Secretary of Defense Donald
Rumsfeld spoke of China’s growing missile capabilities, Australian Defence
Minister Robert Hill’s address remained focused on countering terrorism.32

Although Rumsfeld briefly mentioned terrorism, Hill did not mention China
once. Hill’s exclusion of China and missile defence was an important shift away
from the Defence 2000 White Paper, which had discussed both.33

When George W. Bush and John Howard stood side by side conducting a
joint press conference on the White House lawn on 19 July 2005 these differences
were again plain to see. While Bush’s strategic depiction of China was
characterised by an emphasis upon the sensitivities in the US-China relationship,
Howard took a friendlier tone, emphasising the challenges and successes of
Australia-China relations. Bush began by noting ‘one such difficulty is their
currency, and we’ve worked with China to convince them it makes sense for
the Chinese, to change how they value their currency’.34  He then observed that
‘a second difficulty is on intellectual property rights. It’s very important for
emerging economies to understand that they—in order to be a fair trading
partner, that you’ve got to honor somebody else’s intellectual property’.35  Bush
then asserted ‘we’ve got areas of issues when it comes to values. For example, I
happen to believe religious freedom is very important’.36  He concluded by
remarking that ‘our relationship is very important and very vibrant. It’s a good
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relationship, but it’s a complex relationship’.37  In contrast, Howard’s remarks
were far more conciliatory, focusing on the positives in the relationship. First
of all Howard began by reinforcing the Australia-US relationship. He said:

We have different relationships with the United States and China. I mean,
of course, our relationship with the United States is closer and deeper
than it is with China, because it’s a relationship that is based upon shared
values and a lot of shared history. The Chinese understand that. I think
one of the bases—the basis of our relationship successfully with China
over the last eight or nine years—is that I have never disguised that fact
in my discussion with the Chinese, and I’ve encouraged them to accept
that our close defence alliance with the United States is not in any way
directed against China.38

The question is, was this a message to the Chinese or the Americans? Howard
went on to say:

But we have a good relationship with China. It’s not just based on
economic opportunity. There are a lot of people-to-people ties between
Australia and China, and they’re growing all the time. We are going to
differ with China on human rights issues. You’ve seen recently, in the
debate over Mr. Chen, you’ve seen an expression of views from China.
But equally, I think the relationship between our two countries is mature
enough to ride through temporary arguments such as that. I think China
sees a growing place for herself in the world, but I think there’s a great
level of pragmatism in the Chinese leadership. Now, the economic
relationship between Australia and China is different from the economic
relationship between the United States and China. And I understand that
and the President and I talked about that today.39

Howard was quick to emphasise the enduring stability of the Australia-China
relationship. Despite the recent Chen debacle, an embarrassing incident that
could have gone awry, the two governments were proving to be adroit at
navigating around these kinds of issues.40  And again, the Howard Government
appeared to be alluding to much more when it said that it had a different
economic relationship with China compared to the US-China trade relationship.

In 2003 the Howard Government had announced the cultivation of a ‘strategic
economic relationship’ between Australia and China, but no comparative phrase
had been utilised to describe Australia-US trade relations.41  Hence the subtleties
of diplomatic speech were again apparent—the Howard Government was
arguably attempting to convey that its relationship with China constituted more
than mere economic interest, without making a ‘strategic relationship’ statement
that would arouse US disapproval. Having discussed the limitation of ANZUS
(‘our close defence alliance with the United States is not in any way directed
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against China’), it seemed that Howard was now reiterating that Australia’s
economic relationship with China could not be defined solely as the pursuit of
economic interest.42  Howard then progressed to say:

But I have a more optimistic view about the relationship between China
and the United States, and I know the leadership of both countries
understand the importance of commonsense in relation to Taiwan,
recognition that there are differences of philosophy between the two
societies.43

As often announced in the past, Howard desired to see a peaceful and stable
US-China relationship in regards to Taiwan, and maintained a positive view of
that relationship. Howard continued to reinforce this positive view, saying:

But let us not look at this issue from an Australian vantage point of
believing that there’s some inevitable dust-up going to occur. I don’t
believe that, and I share a great deal of optimism that this is going to be
prevented. From Australia’s point of view, well, we don’t presume any
kind of intermediary role. That would be absurd.44

Arguably the most interesting development in the direction of Australian
foreign policy revealed by this Bush/Howard joint press release was Australia’s
decline from playing an intermediary role in the US-China relationship (the fact
that it is unlikely the United States and China ever viewed Australia as an
intermediary is inconsequential). In previous statements the Howard Government
appeared to be grooming itself as a self-styled mediator between the two
countries.45  Clearly this mediating role was now out of the question.

In summary, a number of points stand out from this meeting. First, the
US-Australia relationship was allegedly rock solid. Second, Australia had good
relations with both the United States and China. Third, these relations were
positive yet different at the same time. Fourth, Australia had an optimistic view
of the region’s future. Fifth, Australia was not an intermediary between the
United States and China. And sixth, ANZUS was not directed against China.
These policy statements had all been reiterated and reinforced after Downer’s
August 2004 Beijing statement. It appears that the Howard Government was
temporarily stunned from the Beijing affair and resorted to reaffirming policy
previously employed during 1997–2002. Australia’s rejection of mediating
between the United States and China seems to have been an instinctive response
to the controversy caused by Downer’s statement. Despite these difficult
developments in the Australia–US–China triangle, the Howard Government
remained optimistic.

In August 2005 Downer delivered a landmark address, the Tange lecture,
again indicating a warming of Australia’s view towards China’s growing strategic
influence in the region. Downer said: ‘The argument that Australia needs to
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choose definitively between its alliance with the United States and its links with
China also misjudges the nature of Australia’s relationship with each of these
countries.’46  Although Downer said Australia approached China with a ‘spirit
of ambition without illusions’, the persistently positive strategic depiction of
China remained.47  He said: ‘We see a confident, peaceful and prosperous China,
with an open market economy and constructively engaged in global and regional
institutions, as an enormous asset for the Asia-Pacific region and the wider
world.’48

Even though Downer’s statement can be qualified as an ideal characterisation
of China in the future, other Australian Government publications such as the
2005 Defence Update reiterated this positive theme. China’s ‘peaceful
development’ had become the accepted policy line on China’s rise. It stated that
‘China’s interests lie in a secure, stable flow of resources to support its economic
modernisation, and the development of markets for its goods and services’.49

Likewise, in September 2005, Howard said ‘to see China’s rise in zero sum terms
is overly pessimistic, intellectually misguided and potentially dangerous’.50

The preceding statements are significant for exemplifying what Michael
Wesley has described as the Howard Government’s ‘hope based formula’ of dual
engagement with the United States and China.51 The Howard Government
believed it could have friendly relations with the United States and China, and
separate itself from US-China tensions at the same time. Building upon Downer’s
Tange lecture, the then Australian Ambassador to the United States, Dennis
Richardson, in January 2006 described China’s rise as a positive process. He
stated that ‘the question for Australia is not whether China’s growth is innately
good or bad. Australia made up its mind long ago that it was a good thing’.52

Richardson also acknowledged that China’s military modernisation was advancing
at rapid pace, but he believed these developments were not necessarily
aggressive. He argued:

The question, rather, is to what extent China’s rise will change the system
in which it rises. Can it play by the rules or will it change the rules? We
in Australia want China to play by the rules, just as Australia, Japan or
others do, and we have every reason to believe that it will do so.53

What were Richardson’s reasons for believing China would behave
responsibly within the Asia-Pacific system? The AusAID White Paper of 2006
offers a number of clues. It discussed the emergence of India and China’s ‘strategic
footprint’ in the Asia-Pacific region, with particular reference to aid programs.54

Promoting Growth and Stability announced: ‘China continues to look outwards
and, apart from its growing political and economic influence, is emerging as a
significant donor to the region (it is among the largest bilateral donors to the
Pacific).’55
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Thus, the impact of Chinese aid in the region was apparently reaping
significant rewards in reforming China’s regional image. AusAID recognised
China as a ‘significant power’ that was ‘asserting her legitimate interest’, and
also alluded to China increasingly performing a lead role in the region’s aid
programs, stating ‘Australia will also seek opportunities for cooperation with
China in the Pacific, as China’s regional aid presence is now significant and
growing’.56 These statements indicated increasing recognition within the
organisations of the Howard Government of China’s strategic weight in the
Asia-Pacific region. But would China use its new-found power to integrate with
the Asia-Pacific system or alter it? At the same time, it can be argued that AusAID
probably held significant reservations about China’s effect on stability in the
region.57  Concerning China’s present behaviour, Howard said:

China has an interest in stable acceptance, not only in the region but in
the world because that’s crucial to her economic growth. I mean China’s
preoccupation at the moment is economic growth and expansion and
also dealing with the rather growing divide between the coastal affluent
and the not so affluent people who live in the rural areas of the country.
So there are domestic issues that will keep China’s focus very much on
economic, rather than military matters.58

Consequently, in Howard’s mind, China’s strategic challenge for the moment
had been decisively negated by its dependency upon stable economic conditions
for continuing economic growth. Confirming what Ambassador Richardson had
noted six months earlier, Australia had reason to trust China’s rise. Howard’s
statement appeared to signal a clear end to an internal policy debate concerning
Australia’s depiction of China’s rise. As far back as 1996 the Howard Government
had recognised that China’s economic rise was a source of potential strategic
instability in the Asia-Pacific region.59  China’s growing economy was enabling
it to develop its military capabilities at rapid pace. A decade later, Howard for
the first time publicly articulated his rationale for confidence in China’s peaceful
development and his ‘hope based formula’.60  China was chained by its own
appetite to acting responsibly in the regional and global polity. The rising power,
although developing its military capabilities at a notable rate, would be restrained
from flexing its military muscle due to economic interests.

Yet the tide of pro-China rhetoric was not unequivocal. Although Howard
continued to praise China’s regional role, other policy initiatives were subtly
coming into sight. In September 2005 Howard said ‘no relationship of substance
in Asia has been more important over the years for Australia than our relationship
with Japan’.61 This was a new development. Although Japan had always
warranted mention in the Howard Government’s discussions regarding Asia,
this statement appeared to represent a new strand of policy coming to the fore.
Previously in 1997 the Howard Government had commented that ‘Japan’s
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strategic interests converge quite strongly with Australia’s’.62  Also adopting a
view similar to those expressed in 1997, the 2005 Defence Update assumed a more
cautionary tone towards China. Sounding similar to the 1997 Strategic Review,
the Defence report stated that ‘the pace and scale of China’s defence
modernisation may create the potential for misunderstandings, particularly with
the development of new military strike capabilities that extend the strike
capability and sustainability of its forces’.63 This statement is reminiscent of
the 1997 Strategic Review, again acknowledging China’s growing power
projection capabilities. Was this the resurfacing and depiction of threat
perceptions from 1997?

To summarise, by 2006 Australia had conducted a radical evolution in its
relationship with China. In April 2006, while meeting with Chinese Premier Wen
Jiabao in Canberra, Prime Minister John Howard acknowledged that:

Of all the relationships that Australia has, major relationships it [sic] has
with other countries, none has been more completely transformed than
the relationship with China over the last ten years. Now I don’t seek to
invoke language such as special relationships and so forth, but I simply
make the point that the transformation of the relationship with China
has been remarkable.64

Evidently a remarkable transition in the mood of Australia-China relations
had occurred from 1996–2006. This was not limited to strategic depictions.
Howard’s personal diplomacy had advanced from the low point of his office—a
crisis meeting with Jiang Zemin in Manila in 1996—to the intimate honour of
‘jogging diplomacy’ with Chinese Premier Wen Jiabao on the banks of Lake
Burley Griffin, Canberra, in April 2006. As the Chinese embassy noted, Premier
Wen ‘was the first foreign leader he [Howard] walked with in the early morning
and that it was a major breakthrough in Australia–China relations’.65

Although the United States remained central to Australian strategic
considerations at the same time, Howard was at pains to point out that in
Australia ‘we do come at China from a slightly different perspective and I think
in that way we can, I guess, be of assistance with the views we offer on China’.66

Consequently, the period 2003–2006 is one of the most interesting and
perplexing of the Howard Government’s time in office. A clear sense of ‘friendly
unease’ can be ascertained from the mood of the Howard Government’s rhetoric
concerning China. The government signalled the arrival of the new period with
the 2003 DFAT White Paper’s declaration of a ‘strategic economic partnership’.67

This ambiguous phrase possibly highlighted a new era of strategic transition
occurring within Australian foreign policy. While Australia’s economic interests
remained central, continued exchanges between the militaries of Australia and
China set Australia’s engagement with China apart from other US friends in the
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region.68 Within this context, Downer’s 2004 ‘strategic relationship’ statement
in Beijing sent a strategic shockwave throughout the Australian and American
community. The remaining years observed Australia struggling to harmonise
its ANZUS commitment with its growing engagement with China. When Howard
and Bush stood side by side on the White House lawn in July 2005, it was
apparent to Australia and the world that Australia’s depiction of China had
diverged considerably from that of the United States. Despite Australia’s interests
in a stable US-China relationship and Asia-Pacific region, it had growing
reservations about being embroiled in disputes between the two countries.
However, the Howard Government’s depictions remained positive regarding
the future, arguing that China’s economic interests would restrain China from
exercising its growing military capabilities. By the end of 2006, the
Australia-China relationship stood in a position of strategic uncertainty. The
two countries had drawn closer together than ever before, especially in the trade
domain.69  But the costs in regards to relations with the United States were
beginning to become apparent. Australia’s deepening relationship with China
has not gone unnoticed in Washington. The September 2005 US–China Economic
and Security Review Commission’s report commented, ‘regrettably, the Downer
statement is not an isolated case’ (in reference to Downer in Beijing 2004), and
further noted that ‘to these rhetorical shifts can be added shifts in the Australian
position on key issues of concern to Washington’.70  How the Howard
Government would respond to growing US reservations remained unseen.
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Conclusion
As the 2005 US–China Economic and Security Review Commission’s report
demonstrates, Australia’s depiction of China has an influence on regional
strategy.1  Studying the Howard Government’s depiction of China during the
1996–2006 period is important for gaining insight into how Australia may manage
its dual interests of security (United States) and prosperity (China) in future. The
Howard Government’s relatively successful management of this potentially
volatile conflict of interest sets an important model to consider when deliberating
Australian policy towards China. With the Rudd Government posturing towards
innovation in its strategic depiction of China, it remains to be seen whether the
Howard Government’s strategic depiction of China will have a lasting influence
on Australia-China relations.

The focus of this paper has sought to ascertain whether Michael Wesley’s
‘hope based formula’ and Paul Kelly’s ‘response agent’ were accurate descriptions
of Howard Government depictions of China at the time, or whether a more
complex and coherent policy of depictions was implemented.

In the first period, 1996, it is clear that the Australian Government had no
chance to implement an effective policy towards China; it was in crisis
management mode throughout the year as multiple controversies broke out.
Kelly’s portrayal of Howard as a ‘response agent’ is fairly accurate; however the
government did announce a future strategy of ‘practical bilateralism’ to engage
China, and depicted the region’s security environment as ‘benign’.2

The 1997–2002 period shows the Howard Government playing a more creative
role in its depictions of China. Trade relations assumed a momentum of their
own and the government was happy to report these positive developments.
These events display the government as a ‘response agent’ again, riding the
wave of economic fortune. However, other policy depictions reveal that strategic
concerns still remained. In particular, the 1997 Strategic Review and the Defence
2000 White Paper put forth considered and cautious statements about China’s
rise. John Howard’s 2000 high-tech Australian Defence Force statement and the
2001 Taiwan Strait incident between Australian and Chinese naval vessels also
revealed that serious problems persisted. That the Howard Government tended
to marginalise the tensions apparent in US-China relations, and Australia-China
relations, lends support to Wesley’s description of Howard Government policy
towards China being conducted according to a ‘hope based formula’.3

The 2003–2006 period is therefore the most intriguing, revealing the Howard
Government actively trying to cultivate its positive depiction of China. Kelly’s
‘response agent’ and Wesley’s ‘hope based formula’ become less accurate
descriptions for this period. A common judgement from this period is that
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Howard Government statements exhibit considerable Sinofication. However,
other Howard Government statements continued to convey strategic caution.
The question is, why the change in this period, towards depicting a ‘strategic
relationship’ between Australia and China?4 The 2003 strategic environment
was remarkably similar to 2002. It appears that the 2003 Department of Foreign
Affairs and Trade White Paper was a deliberate attempt to change how China
and the United States believed Australia was viewing China. Downer’s statements
in Beijing the next year are even more provocative. The diplomatic fallout from
Alexander Downer’s Beijing statement amounts to crisis management rather than
a policy reversal from what Downer originally said. After the considered ‘strategic
economic relationship’ statement of 2003, Downer’s Beijing comments appear
rushed and poorly conceived, exhibiting a lack of strategic poise, rather than a
sound exposition of strategic policy.5  Despite this poor delivery, the remaining
timeframe from August 2004 to December 2006 charts the government’s
consolidation of the ‘strategic relationship’ statement, through speeches such as
Downer’s Tange Lecture and Howard’s Lowy Institute for International Policy
address, while beginning to build up other aspects of Australia’s hedging
strategy. Although the government refrained from employing the phrase
‘strategic relationship’, the warm overtures towards China were apparent.6

To summarise, a steady and coherent evolution occurred in the Howard
Government’s depiction of the Australia-China relationship. It developed from
an economic relationship (1996), to an economic relationship with strategic
significance (1997), to a strategic economic relationship (2003), and finally to an
explicit strategic relationship (2004). These positive depictions were compelled
by insecurity rather than a genuine strategic reorientation towards China. An
overall assessment indicates that Australia was, in reality, strategically anxious
regarding China, and only depicted itself as growing close to China. A quick
summary of key statements across the Howard years clearly displays some of
the evidence for this strategic anxiety. During the 1996 Taiwan Strait crisis,
Downer responded to the US deployment of two aircraft carrier groups by saying
that it was ‘a very clear demonstration by the United States that it is interested
in maintaining its involvement in the security of the region and we obviously
welcome that’.7 The 1997 Department of Foreign Affairs and Trade White Paper,
In the National Interest, stated that:

Within East Asia, US strategic engagement in the region is widely
regarded as a crucial stabilising influence, and an indispensable condition
for the continuing strategic stability on which the region’s economic
success is ultimately dependent. Without it, regional countries might
seek to significantly expand their defence capability in a destabilising
way.8
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In 1999 Downer said ‘we should not succumb to any false notions that we
have some kind of ‘special’ relationship with China’,9  and in 2000 Howard said
‘we do have a high technology Defence Force as far as Taiwan is concerned’.10

During the 2001 Australia–China Taiwan Strait incident, Howard said ‘China’s
always had a different view about what international law allows the vessels of
one country to do in the territorial waters of another. There’s nothing new about
that’.11 The 2003 Defence Update announced that ‘strategic competition between
the [United States] and China [would] continue over the next decade, and [that]
the possibility of miscalculation over Taiwan persists’.12  In 2005 Howard said
that ‘no relationship of substance in Asia has been more important over the years
for Australia than our relationship with Japan’.13  And, finally, the 2005 Defence
Update observed that ‘the pace and scale of China’s defence modernisation may
create the potential for misunderstandings, particularly with the development
of new military strike capabilities that extend the strike capability and
sustainability of its forces’.14

Thus a key question emerging from this investigation’s findings is, why was
Australia depicting itself as growing close to China when it was anxious about
China’s rise? A number of strategies, seven to be exact, can be hypothesised.

First, Australia may have depicted itself as drawing close to China to alert
and shock the United States about growing regional trends; China’s diplomacy
with the Association of Southeast Asian Nations has been successful in recent
times. This would compel the United States to work harder at maintaining its
alliance with Australia, and provide it with an incentive to build up its other
security alliances in the region, especially those with Japan and South Korea.
The ideal result would be closer US-Australia relations because of increased US
efforts to court Australia, and greater US security interaction and relations with
other states in the region.15 This would be to Australia’s advantage, reducing
the security burden on Australia for supporting the United States in the region.
In addition, it may have been to compel the United States to increase its ANZUS
commitment, placing fewer burdens upon Australia’s self-reliance defence
posture. If the United States was to build up its regional alliances, Australia’s
support in a Taiwan contingency would become less important. Hence the
complexity of such a strategy is that, while Australia actually feared China, it
depicted itself as drawing closer to China in an effort to compel its other security
partners to work harder at containing China. This touches a traditional theme
within international relations between entrapment and abandonment between
senior and junior alliance partners.16  Hence the depiction is one of Australia
growing closer to China, while Australia’s collective actions with its other security
partners indicated that Australia was subtly hedging against China.17  But a
negative outcome of such a depiction strategy is that China may have become
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more insecure and adversarial as a result of it perceiving increased containment
activity by countries such as the United States and Japan.

Second, Australia may have depicted itself as drawing closer to China so as
to make China feel less insecure. If China was to see itself as increasingly engaged
and integrated into the Asia-Pacific community, and its ‘peaceful development’
diplomacy as successful, it may have assumed a more relaxed view of regional
security arrangements, and pursued foreign policy interests in a benign fashion.18

Australia may have mistrusted China as a responsible regional actor, but the
best policy to dampen China’s insecurities was to become friendlier toward it.
As a result, Australia’s security position was more secure because China felt
safer.

Third, Australia depicting itself as drawing closer to China may have been
driven by domestic political incentives. The Howard Government may have
emphasised good relations as an attack against Labor, which had previously
castigated Howard’s engagement (or lack thereof) with regard to Asia. Prior to
the Howard Government’s election in 1996, Labor Prime Minister Paul Keating
predicted that Asian governments would reject Howard, whose populist support
for Australian values and ANZUS had left him vulnerable to domestic political
attack. These accusations by Keating and ‘The Establishment’ seemed to become
a common critique of the Howard Government, accentuated by Howard’s close
ties to US President George W. Bush.19  As Paul Kelly has noted, ‘The
Establishment’ exercises considerable influence over foreign policy debate in
Australia, and negating its influence was a key goal of the Howard Government
towards protecting its public image. Depicting strong relations with China
alongside a reinvigorated ANZUS to some extent shut down an avenue of criticism
previously employed by the Opposition party and destabilised the consensus
within ‘The Establishment’ on how Australian foreign policy should be
conducted.20

Fourth, Australia may have been genuinely drawing closer to China (rather
than a mere depiction) because the Howard Government judged that economic
interests are Australia’s most important foreign policy interest. This may have
been motivated by the fear that China, as Australia’s largest trade partner, could
hurt and punish Australia economically. In accordance with this rationale,
economic security is Australia’s key interest, resulting in a corresponding
alignment with China in strategic interests. Because China is powerful, it can
dictate a holistic, comprehensive program of engagement with Australia that is
not limited to economic interaction. However, this argument is limited by factual
evidence. Although Australia has a strategic dialogue and defence exchange
program with China, corresponding strategic alignment of a substantive nature
has not been evident. Instead, the Howard Government’s strategic actions
exhibited a developing alignment with Japan.
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Fifth, Australia may genuinely view China as a rising military power that
will compete with and eventually surpass the United States in the future.
Therefore, it is prudent for Australia to draw closer to China while it is still
relatively weak, winning its confidence and trust. In essence, this strategy views
China as Australia’s best future security and strategic partner outright, rather
than the United States. Downer’s 2004 announcement of a ‘strategic relationship’
with China and revisionist interpretation of ANZUS could therefore have been
a portent of future changes. This view would see China, as an Asian power, more
capable of providing security, both economic and military, to Australia, than
the United States, which is a Pacific power. However, this argument is again
highly speculative. China’s defence modernisation program is presently catered
towards a Taiwan contingency rather than challenging the broader regional
maritime dominance of the United States, and the US defence budget continues
to outspend the Chinese defence budget by a considerable margin.21

Sixth, drawing closer to China may be part of a genuine grand strategic
scheme of engagement and integration into Asia. Confirming Downer’s 1996
declaration that ‘engagement with Asia is our highest foreign policy priority’,
becoming close to China would be one important aspect of Australia drawing
close to Asia in general.22  Australia’s signing of the Association of Southeast
Asian Nation’s Treaty of Amity and Cooperation in December 2005 and
consequent entry into the East Asia Summit could be read as indicative of a
broader regional strategy to become more closely integrated into Asia’s economic
and security forums. The question, therefore, is not so much is Australia’s foreign
policy becoming Sinofied, but Asianised?

Seventh, the Howard Government may not have had any strategy of positive
depictions of China. In essence, it is an ad hoc policy, subject to the winds of
political fortune. When trade is strong, Australia-China relations are strong;
when trade is weak, Australia-China relations are weak. Even when diplomatic
relations are poor, as in 1996, the government can still positively depict China
because trade relations are relatively stable. According to this argument, the
Howard Government’s depiction of China was solely dependent on the health
of the trade relationship. While the other six arguments show an active Howard
Government conscious of its ability to shape its relationship with China through
policy depictions, this option sees the government as ambivalent to the events
and trends in the relationship and the broader Asia-Pacific region.

Although each of the seven hypotheses exhibits a degree of merit, the first
three represent the most plausible arguments for the Howard Government’s
overarching strategy throughout its time in power. Positive depictions sought
to compel the United States to work harder in the region, allay Chinese fears of
containment, and shut down an avenue of domestic criticism towards Howard
Government foreign policy. The reasonableness of these three strategies was
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based primarily upon the government’s underlying concerns regarding China’s
rise which were exhibited in cautionary depictions of China. The occasional
cautionary depictions of China highlighted an outstanding characteristic of this
investigation: the Howard Government’s tightly managed depiction of China.
The government was pleased to announce the signing of new trade agreements
with China and to promote the growing trade relationship. But the government
typically abstained from commenting negatively on China’s military
modernisation program and growing strategic weight.

The Howard Government’s cautionary statements concerning China’s rise
were very carefully constructed and sparingly distributed. That the Howard
Government consistently produced essentially vacuous, ambiguous statements
regarding China could be read as a sign of strategic unease. As Robert Jervis
noted, ‘actors do not pay careful attention to the images they have of other
states—or the images they project—in periods when they believe everyone has
the same goals and view of the world’.23

Australia’s careful and considered statements about China are arguably key
indicators that doubt pervaded the Howard Government’s perceptions about
China’s rise. Despite speculations about the Australian Government’s Sinofication
of its strategic interests, in reality the government’s behaviour revealed a constant
angst about China. This angst was not a new phenomenon in Australia’s
perception of China. Neither were positive depictions. As Lachlan Strahan has
noted, historically ‘China’s potent presence engendered various Australian
responses, ranging from antagonism through accommodation to celebration’.24

Why do these contradicting images of China persist in Australian public discourse
and policy depictions? As Strahan notes, China often represents the mythological
El Dorado come true in Australian capitalism, and an ominous and alien political
culture at the same time. Ever since China began opening its markets in the
1970s, Australia’s resource export industries have prospered.25 Yet there is a
profound sense of distrust within Australian policy towards China, in response
to what Strahan has described as ‘the third loss of China’.26  According to Strahan:

This time China fell not to Communism, nor to anti-Soviet ultra
radicalism, but to ‘market socialism’, to the partial reintroduction of
‘bourgeois’ private enterprise. Many on the Australian Left were
bewildered or angered by the growth of so-called ‘Red Millionaires’ in
the latest incarnation of the New China.27

Here lies the evasive truth about Australian angst towards China. While
policy has continually praised the benefits of the ‘Chinese El Dorado’, at the
same time it has been frightened by an authoritarian system that survived the
Cold War. The government that thwarted the Tiananmen Square uprising also
escalated tensions in the 1996 Taiwan Strait crisis, played ‘chicken’ with an
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American EP-3 spy plane in 2001, and has annual double digit defence budget
growth.28

At a glance, Australia’s new best friend is an authoritarian, market socialist
regime that has survived the Cold War stronger, more powerful, and versatile
to shift with and to shape its strategic environs. In essence, the Chinese system
is a model that threatens the nature of democracy held dear by Australia. China
is not just alien to Australia ethnically—its political culture and religious values
embodied in the state cannot be reconciled to the Australian image of freedom
and political felicity. In a poignant symbol, Strahan has identified the traditional
Chinese symbol—the dragon—as a double-edged sword in relation to Australian
perceptions of China. Strahan concludes: ‘The dragon image, as I have argued,
has always had benign and malevolent meanings. A dragon may bestow good
fortune or it may swallow its prey.’29

Hence, the predominantly positive depiction of China that the Howard
Government produced was a strategic decision, keeping strategic anxiety out
of public discourse. The occasional Howard Government statements of strategic
caution served to remind us that China is a sensitive and reflective strategic force
on the rise. Economic expansion with China was an easy story to sell for the
Howard Government because, first, it was based upon a buoyant long-term trade
relationship that began bearing fruit after the Second World War; and second,
the Australian public was willing to invest in the trade policy, benefiting both
from employment opportunities and tax cuts. The Australian economy recorded
its fifteenth year of continual growth in 2007.30  It appears that, as Australia
prospers as a result of the export driven ‘resources boom’, public perceptions
of China continue to soften.31  But how to present China’s strategic and military
rise has been a far more sensitive issue, both in presentation to the Australian
polity and Australia’s observant neighbours, in particular China and the United
States.

The issue that emerges from the Howard years is not whether Australia-China
relations were strong; at face value, they evidently were. The question is whether
predominantly depicting China positively and as having a strategic relationship
with Australia constitutes good policy (since Australia harbours real concerns
about China’s rise, as this investigation has shown). Consider Japan as a case
study for comparative policy depictions analysis. Japan-China economic relations
are very positive (like Australia). However, Japan-China political relations are
very poor (unlike Australia). The Japan-China relationship has been described
as ‘cold politics, hot economy’.32  Does this policy of adversarial relations and
depictions achieve Japan’s strategic interests? Obviously Japan’s immediate
strategic neighbourhood is markedly different to that of Australia, but the fact
that it can conduct poor diplomatic relations while maintaining a buoyant trade
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relationship with China reveals that other policy depiction alternatives are
available to Australia.

A subsidiary question, therefore, is what did a general depiction of China as
a friend convey about the Howard Government’s strategic goals of such
depictions—which nevertheless, on occasion, reverted to revealing the Howard
Government’s true feeling of strategic unease towards China? At the outset, this
investigation cited Jervis, who noted that ‘a desired image can often be of greater
use than a significant increment of military or economic power’.33  For Australia,
maintaining a positive image of China in government depictions, as part of a
broader hedging strategy, was a relatively cheap policy alternative to other
options for addressing China’s rise.34

Conclusively then, the Howard Government’s strategic depiction of China
was construed as one of economic and strategic alignment and integration. It
steadily evolved from one of economic alignment during the 1997–2002 period
to one of strategic alignment and integration during 2003–2006. However, the
Howard Government’s strategic perception of China was persistently one of
distrust, anxiety and unease. When the Labor Government of Prime Minister
Kevin Rudd took office in December 2007, it was likely that this enduring
historical dimension of Australia’s view towards China would continue into the
future.

Recent events lend support to the argument that the Howard Government’s
positive depiction of China was a result of insecurity rather than a bona fide
strategic alignment. The developing Trilateral Security Dialogue between
Australia, Japan and the United States provides a firm piece of supporting
evidence to the case that Australia is conducting a hedging strategy in the region
rather than a more revolutionary shift to China’s sphere of influence in a regional
balance of power system.35 The 2007 Defence Update stated that ‘Australia has
no closer nor more valuable partner in the region than Japan’.36  It goes on to
say that ‘Japan has made valuable contributions to operations in East Timor and
Iraq, and Australia welcomes its efforts to contribute more directly to regional
and global security’.37  If the Howard Government had genuinely reoriented
itself towards China, building security relations with Japan would have been a
strategic error. In such circumstances, the Howard Government’s 2007
Australia–Japan Joint Declaration on Security Cooperation could have been a
mistake.38  It would have allowed the emergence of a second strategic conundrum
synonymous to Australia’s current predicament with the US–Australia–China
triangle. Australia might have been forced to choose between good relations
with either Japan or China, if tensions had arisen.

In truth, the Howard Government’s move towards China was more image
than reality. For Australia, hedging was a sensible approach, investing in its
existing security relationships, while inviting China into the regional security
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architecture. If attempts to integrate China had failed, Australia would have still
possessed strong alliances in the region to balance with against China. By
investing in security ties with Japan, the Howard Government attempted to
strengthen a weaker link in the regional US alliance network. Even so, today
China remains ultimately responsible as to whether it will adhere to the existing
US-led system, and consequently maintain close relations with Australia, or
whether it will forcibly revise the existing order, which would force Australia
to distance itself from China, and support the United States and Japan more. As
Hugh White has noted, China is facing an important decision. For the United
States to accept China’s emerging leadership role in the region (ideally in a
power-sharing arrangement), China will have to accept that Japan also has a
legitimate leadership role to play in the region.39  In lieu of this fact, the Howard
Government’s dual engagement of Japan and China sets an important integrating
precedent for stable Asia-Pacific relations in the future. If China continues a
peaceful foreign policy consistent with the past 30 years, Australia may be
compelled in the distant future, as may the United States, to considerably revise
its perceptions about Chinese power as a proven ‘peaceful development’.40  Until
such a day arrives, judging the success of ‘Howard’s Long March’ will remain
a difficult task.
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