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ABSTRACT 

The rise of China is one of the most monumental events in the 21st Century and important 

to all states in the Asia-Pacific. The rise of China is specifically pertinent to Australia’s 

future as Australia is the world’s most economically dependent economy on China. This 

thesis evaluates the future of Australia-China trade from an interdisciplinary perspective 

considering both economic and non-economic approaches. The thesis looks at the future 

of Australia-China trade in an economic sense by analyzing descriptive trade statistics. 

This is the first analysis of Australia-China trade of this type and the first application of 

the Herfindahl-Hirschman index. The thesis finds that the future of Australia-China trade 

is very good and the rise of China poses significant opportunities for both states. The 

thesis goes on to consider how the process of the rise of China has been managed in 

Australia by the government of Australia. The thesis argues that the main threat to trade 

is the government of Australia’s poor management of the rise of China, which is showing 

signs of damaging the conditions of economic exchange and creating a negative 

perception of China in Australia. The implications of the analysis and the need for states 

to be proactive in their management of the rise of China is especially pertinent for many 

states in the Asia-Pacific. The thesis concludes by providing a range of recommendations 

for Australia and China to help improve the management of the rise of China to enable a 

more beneficial world.  

 Key words: Australia-China, trade, rise of China, trade management  

 

 

 

 

 

 

 

 

 

 

 



 

v 

 

摘要 

中國崛起是 21世紀最重要的國際事務之一。在經濟上，澳洲是世界上

最極為倚重中國的國家。雖然中國崛起對澳洲尤其重要，但目前仍沒

有足夠的研究涉及這個議題。有鑒於此，本篇論文應用跨學科---經

濟與非經濟---的方法評估中澳經濟之前瞻。本研究認為，從經濟角

度看，未來中澳的關係有利。然而目前澳洲政府管理中國崛起的策略

不善，可能是雙邊貿易面臨的主要威脅，以致損害未來的經濟環境，

以及澳洲對中國的觀感。本論文之結論顯示亞太必須積極地管理中國

崛起的重要性，並提出政策建議供給澳洲及其他國家參考。 

 關鍵詞: 中國崛起，中澳經濟  
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1. INTRODUCTION 

The rise of China is one of the most hotly debated subjects in the social sciences. China’s 

rise has led to an incredible focus on China; its history, present and future by policy 

makers, academics, analysts and the commentariat. According to the Global Language 

Monitor, the “rise of China” is the most read news topic of the first decade of the 21st 

Century, exceeding interest in the September 11 2001 terror attacks, Barack Obama’s 

monumental 2008 U.S. Presidential election victory and even, the British Royal Wedding 

(Goldsmith, 2009). 

The “rise of China” refers to China’s staggering economic and social development, 

and emergence from poverty in the 20th Century to soon become the world’s largest 

economy and significant regional and global power. In conjunction with the Asian Tigers, 

the rise of China represents a fundamental shift in geographic centers of power. The rise 

of China is a fertile ground to evaluate and modify theory, and the knowledge gained is 

important to allow states and individuals to benefit fully from the rise of China. The 

purpose of this thesis is to understand how the rise of China will affect the future of 

Australia-China trade.  

The 21st Century has seen a rapid increase in sophistication of the Australia-China trade 

relationship as a consequence of China’s staggering economic development and 

explosion in bilateral trade. Currently, Australia is China’s 11th largest export partner and 

6th largest import partner. China is Australia’s 1st largest export partner and 1st largest 

import partner. Australia has become the world’s most economically dependent economy 

on China.  

 Despite, this, there is a dearth of analysis of Australia-China trade and more 

importantly, what the future of the Australia-China relationship will look like. This thesis 

considers how Australia-China trade may change due to the rise of China in a holistic 

sense. As such, the thesis can be understood as a case study of how China’s development 

and rise is influencing its bilateral relations. Australia is a great case study of the dilemma 

states face with their relationship with China in relation to competing strategic and 

economic aspects of China’s rise (Beeson & Wang, 2014).  Furthermore, Australia is an 

interesting case study because Australia’s economy is the world’s most economically 

dependent on China and Australia’s strongest military ally, the U.S. is often perceived to 

be China’s rival.  
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The thesis looks at the Australia-China trade relationship in two ways. First, the economic 

forces effecting trade and will analyzed to see if these economic forces are likely to 

continue into the future. Second, non-economic forces in regards to Australia’s 

management of the rise of China will be evaluated to see if non-economic forces have the 

potential to influence future trade. The thesis regards these two forces as the most 

pertinent in influencing the future of bilateral trade.  

 This thesis is the first complete analysis of bilateral trade that looks at composition, 

concentration and geography of trade. This is also the first analysis of bilateral trade that 

considers both economic and non-economic factors.  

The introduction will first outline the Australia-China relationship, then an outline of the 

thesis will be provided.  

1.1. AUSTRALIA-CHINA RELATIONS  

Australia has a long connection with China. In April 1770 Captain James Cook became 

the first European to reach the East coast of Australia. On this voyage, botanist Sir Joseph 

Banks put forth the suggestion that a British colony on Australia could be populated by 

“useful inhabitants from China” (Rolls, 1992, p. 18) 

 The first Chinese migrants came to Australia as indentured laborers and 

agriculturalists in 1848. Large numbers of Chinese migrants began to arrive in Australia 

during the gold rush of 1853-1877. At the peak of the gold rush, the ethnic Chinese 

population in Australia was approximately 42,000 (Hill, 2011). Chinese migration to 

Australia declined in line with the fortunes of the gold rush. The Immigration Restriction 

Act of 1855 further restricted Chinese migration in an effort to resolve domestic tension 

and the subsequent White Australia Policy (1901-1949) recued Chinese migration to a 

handful a year. (Galligan, et al., 2014) From the mid 1850’s until the mid-1990’s, the 

Australia-China relationship can be summarized as “distant”.  

More recently, however, Australia-China relations have been pushed together due to 

external forces. Australia-China relations are perhaps a good embodiment of our 

globalized world. The Australia-China relationship has been brought together and 

deepened over the last 20 years primarily due to the rise of China.  

Australia formally recognized the People’s Republic of China (PRC) on 21 December 

1972. At the time, Australian Prime Minister described formal recognition of the PRC as 
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a “clear and necessary decision” due to the trend of progressive normalization of relations 

with the Communist Party of China (CCP). For some, the move towards formal 

recognition was overdue (Sutter, 2002). 

From December 1972 until the late 1990’s, Australia and China did not have much to do 

with each other; there was minimal economic exchange, political coordination or 

significant people-to-people linkages. The primary motivation for greater coordination 

and deepening of the Australia-China relationship since the late 1990’s has been the rise 

of China. China’s economic growth and pattern of economic development has led to an 

incredible demand for resources, minerals and raw materials led to greater trade. The base 

of trade is robust; China is the world’s largest consumer of resources and Australia is a 

“resource superpower” (Hall, 2011). 

1.2. AUSTRALIA-CHINA TRADE 

Since 1995, the main feature of the Australia-China relationship is the rapid increases in 

trade. China is now Australia’s largest trading partner and according to Sheng & Song, 

(2008) Australia and China’s underlying factor endowments determine the pattern of 

trade. In this way, Australia exports goods in which Australia has a competitive advantage 

like mineral resources and agriculture. China likewise exports goods in which it has 

competitive advantage such as cheap manufactured goods. Australia-China bilateral 

exports are outlined in Table 1 below: 

Table 1 

Australia-China Bilateral Exports, 2016 ($USD Million) 
Country Exports Value ($ AUD, million) 

Australia Crude materials 38,815 

 Mineral fuels 6,474 

 Food and live animals 3,222 

 Manufactured goods 2,182 

   

China Machinery and transport equipment 18,199 

 Miscellaneous manufactured articles 13,593 

 Manufactured goods  7,321 

 Chemicals 2,489 

Source: UN COMTRADE (2017) 

 

Table One reflects Sheng & Song’s (2008) analysis; Australia and China trade in goods 

that they are best at creating and in this way, the trade relationship can be considered 
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beneficial because it allows both states to buy goods at a cost lower than domestic 

production.  

The last 25 years has seen an incredible boom in trade between Australia and China. From 

1990 to 2015, Australia’s exports to China grew from approximately $USD 387 million 

to $USD 1.8 billion. From 1990 to 2015, China’s exports to Australia grew from 

approximately $USD 1 billion to $USD 4.6 billion. A summary of annual growth of trade 

between Australia and China is outlined below in Table 2 and Figure 1:  

Table 2 

Annual Growth Rate Of Australia-China Trade, 1990-2015 (%) 
 1990-1995 1995-2000 2000-2005 2005-2010 2010-2015 

Australia      

Exports to China 29.91 18.64 50.82 67.37 2.71 

Imports from China 31.84 19.43 42.28 23.83 4.36 

Total trade  32.81 19.12 45.56 41.90 3.39 

      

China*      

Exports to Australia  22.17 44.52 29.22 9.67 

Imports from Australia  18.88 44.46 55.47 4.18 

Total trade   20.15 44.49 44.81 5.87 

Source: UN COMTRADE (2016) 

* - Data for China begins in 1992.  

 

This growth in trade is not unusual, it rather reflects the rise of China and the opportunities 

it brought to trade. Many states now have China as a major trading partner, but most are 

not as dependent on China as Australia is. For instance, Australian iron ore exports to 
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China make up 34% of total Australian exports and Australia’s total exports to China 

accounts for 6 per cent of Australia’s GDP. In this way, over a very short period of time, 

China has gone from being “distant” to become very important to the Australian economy. 

The relative scale of Australia’s trade dependency on China is illustrated in Figure 2 

below. 

 

From 1988-2015, China’s trade dependence stayed almost constant.  More interestingly, 

Australia’s trade dependency increased by a staggering amount. In 25 years China has 

gone from a minor trading partner to Australia’s largest.  

Australia’s increased trade dependence on China is interesting because it leaves Australia 

in a vulnerable position to China and its economic future. It has become a cause for 

concern for academics, politicians and writers.  Australia’s deep trade ties to China are 

especially interesting in the context of the changing global order. This nexus is the starting 

point of this thesis. 

This trend of increased Australian trade dependence has scope to increase further. China’s 

demand for energy and minerals, as the driver of Australia-China economic linkages will 

persist for the next two decades. Further, as the economic relationship develops, greater 

opportunities for trade, investment and joint ventures are likely to become apparent.  

The tremendous growth in trade, emerging trend of investment and increasing 

interaction between Australia and China is the primary interest of this thesis. It is clear 

that the main cause of this increase in trade and relations is due to the rise of China. But 
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there is however, limited academic analysis into Australia-China trade and discourse 

surrounding the future of Australia-China trade.  

1.2.1. ACADEMIC APPROACHES TO AUSTRALIA-CHINA TRADE  

There is a significant dearth of economic analysis of Australia-China. The majority of 

contemporary trade analysis was published by the journal Economic Papers in March 

2008 as a special edition on Australia-China economic relations. In this edition a number 

of insights were uncovered. Zhang & Zheng (2008) argue that China’s increasing demand 

for Australian resources will continue for the next two decades and predicts that over time 

China’s demand for Australian imports will expand beyond resources and will grow faster 

than overall economic growth.  

 Sheng & Song (2008) analyze determinants of bilateral trade through a gravity 

model and conclude that trade is driven by the demand of each state and more importantly, 

Australia and China’s underlying factor endowments dictate trade.  

 Beyond this, there is limited economic analysis of bilateral trade. This is 

particularly significant because China is Australia’s largest trading partner and the 

implications of Australia’s trade dependence, in the context of the uncertainty 

surrounding the rise of China ought to be a ripe topic for academic inquiry.  

Furthermore, there is a greater dearth of academic analysis into the future of the 

trade relationship; there are no published academic studies looking at the future of 

Australia-China trade in a holistic sense. This is equally distressing because there is an 

incredible range of literature looking at the rise of China, which could easily be used as a 

framework to analyze current trends in the bilateral relationship.  As such, this thesis aims 

to amend some of these gaps in the literature by providing a holistic look at the future of 

Australia-China trade.  

The major problem with the dearth of academic analysis of Australia-China trade is that 

it leaves a very low base to begin meaningful academic analysis. As such, the thesis will 

contribute to the literature on Australia-China trade by producing a holistic look at the 

style, form and context of bilateral trade through analyzing descriptive trade statistics.  

1.3. AUSTRALIA AND THE RISE OF CHINA 

Whilst there has been limited attention paid to the Australia-China trade relationship, 

there has been significantly more attention to the broader changes to the Australia-China 

relationship. This is especially evident by the commentariat in regards to the implications 
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of the rise of China. But similarly to academic inquiry on Australia-China trade, there are 

no major efforts to look at how the process of the rise of China is affecting bilateral 

relations, despite the rise of China being one of the most radical changes in the 

geopolitical structure of the geopolitical system in the modern era. 

The rise of China has given Australia an unfamiliar task of developing relations and 

engaging with a major power whose cultural and political traditions are deeply and 

significantly different from its own (Camilleri, et al., 2013). What the rise of China means 

to Australia began to be seriously considered in 2005 with the majority of efforts focusing 

on economic or strategic aspects. This section is will provide an outline of Australian 

approaches and understanding of the implications of the rise of China. The discussion 

outlines Australia’s dominant policy position towards China; the notion of strategic 

balancing. This position suggests Australia can balance its interests with China and the 

U.S. in a harmonious and beneficial way. In some ways, the balancing thesis argues that 

Australia doesn’t need to choose between its main economic partner and main strategic 

partner. 

The rise of China has led to a stern self-reflection of Australia’s place in the world and 

its relationship with the major regional powers. Perhaps the most controversial appraisal 

of Australia’s place in the future Asia-Pacific order came from Hugh White (2010) who 

argued that Australia should persuade the U.S. to hand over primacy of the region to a 

power sharing agreement with China. White believes the incredible idea that the 

Australia-U.S. alliance will come to an end because it is increasingly outmoded. White 

envisages a “concert of Asia” to balance competing interests in the region. He believes 

this is the best means to secure future regional stability. In short, White views Australia’s 

current economic and strategic positions as unviable in the long run.  

 White’s argument became the dominant question for China policy for the 

consequent years, in which the debate drew in prominent scholars from Asia, Europe and 

North America. Whilst the major problem of White’s argument is self-evident and 

recognized by himself; “Sharing power with China runs counter to America’s vision of 

itself and its role in the world” (White, 2012, p. 81), the notion of shared responsibility 

has been adopted for many purposes. Satake (2016) to some extent supports White’s idea 

of a concert of Asia by arguing that enhancing Australia-Japan relations could lead to a 
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more stable and inclusive regional order, based on institutions and norms through 

proactive redesign of the security architecture in East Asia.  

 The major problem, apart from the obvious, is that such an arrangement, despite 

arguably being beneficial for regional security, would not improve Australia’s place in 

the region. Nor would such an arrangement improve Australia’s security in any 

meaningful sense and further, Australia would lose its standing in the region and stability 

of the U.S.-led international order. For some like Danby et al. (2010), Australia should 

not encourage the U.S to share power with China. Australia should keep its alliance with 

the U.S., and if Australia must choose, it should choose the U.S.  

Outside of the debate on Australia’s relationships with the two major powers, the main 

focus of Australia in the context of the rise of China has been the consideration of the 

extent to which Australia should balance its relationships with Beijing and Washington. 

The dominant question is the question of the extent to which Australia should improve its 

relations with the U.S. 

Bisley (2013) argues Australia’s recent effects to improve relations with the U.S. 

reflect a rational calculation of the benefits and costs of the relationship in the context of 

a range of political factors influencing perceptions and decision making. By his analysis, 

Australia’s relationship with the U.S. is the most beneficial relationship in the region.  

Others, like Ayson (2012) are more concerned about Australia’s military ties with 

the U.S. He argues increased military relations with the U.S. may lead Australia to having 

less room to maneuver in the future, in the face of a more powerful China. By adding a 

semblance of security, Australia loses its ability to balance a range of interests beyond its 

bilateral relationship with the U.S.  

In opposition to Ayson, Lee (2013) observes Australia’s major variable in 

ensuring strategic stability in the Asia-Pacific is China and argues that China’s strategy 

and behavior can be shaped by events and relationships in Southeast Asia. In this way, 

adding deeper layers to the regional multilateral architecture will improve security. 

Furthermore, Lee believes that the Australia-New Zealand-U.S. Treaty is not an 

impediment to strategic creativity in Asia. To some extent, this can be considered true 

because the nature of bilateral and multilateral linkages in East and Southeast Asia are so 

incredibly messy, that reaffirming of the Australia-U.S. military alliance does not alter 

this balance. Furthermore, a stronger Australia-U.S. military alliance is not something 

new or different; it is perhaps the most robust relationship in the region.  
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In a similar vein, Taylor (2016) argues that the rise of China, despite being a policy 

problem for the Australia-U.S. alliance, is not something which cannot be resolved and 

will lead to a wholesale change to Australia’s economic and strategic positioning. In this 

way, Taylor believes that the idea of balancing China and U.S., whilst seeking to improve 

the stability of the regional order can be achieved. Taylor believes public and track 1 

dialogue is sufficient to iron out any problems and create a more information-led 

relationship.  

The notion of Australia maintaining its balanced position vis-à-vis its relations with China 

and the U.S. is clearly the best strategy in terms of managing the rise of China.  

McDougall (2014) argues that the best strategy for Australia is a blend of soft balancing 

and accommodating. He links this strategy to the extent to which China-U.S. relations are 

harmonious. McDougall believes Australian policy has been successful in implementing 

this strategy. 

 Through this whole debate about Australia’s balancing of its strategic ally, the 

U.S., and its major economic partner, China, Australia’s strategic positioning has been 

largely unaffected. Bloomfield (2016) analyzed Australia’s strategic position from 2007 

to 2013 and found that Australia was in a hedging position for the whole period, with no 

discernible shifts in posture throughout the period. 

 He (2012) gives support to McDougall (2014) through his review of Australia’s 

recent approach to China and finds that Australia is using a selective accommodation 

policy to the rise of China. He links this phenomena to the traditional paradigms of 

containment, balancing, band wagoning or engagement as being inadequate to deal with 

China. For He, economic interdependence has led to Australia, and several other states in 

the Asia-Pacific to employ accommodation strategies vis-à-vis the rise of China. The rise 

of China, however, also has some serious strategic and military implications for Australia. 

Gelber (2013) argues that China’s domestic unrest and involvement of the military in 

government, in the context of China increasing naval capabilities is a significant problem 

for Australian decision making and strategic outlook. 

 In this way, Australia’s strategy in the future should not diverge too far away from its 

existing approach, ceteris paribus. There is however, Australia’s deep economic 

dependence on China may lead to future security problems not adequately considered in 

current academic debate. Current debates view the U.S. security apparatus as sufficient 
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to cover Australia’s dependence on China, but this is subject to the U.S.’s continued active 

involvement in the region.  

The notion of economic dependence as being paramount in the changing nature 

of Australia-China relations can be linked to China’s grand peripheral diplomacy. In 

recent years, China has made great efforts on its periphery to create a broader 

“Community of Common Destiny”, of which Australia is becoming increasingly a part 

of. This is evidenced by China upgrading its relationship with Australia from 

“commercial” to “strategic”. Yu (2016) argues that economic dependence on China is 

part of China’s strategic aim to create its own sphere of influence and to disincentive 

states to try to contain China’s rise. Lui & Hao (2014) believe that the CCP hopes 

Australia will be a supportive player in China’s peaceful rise narrative, on the back of a 

deep trade relationship.  

The rise of China is an interesting problem for Australia, who is wrestling with the 

challenges and strategic dilemmas of being placed in a region on the cusp of geopolitical 

change during a time where Australia’s trade ties to China are significant and deepening.  

When evaluating the effects of the rise of China on bilateral relations, it appears that it is 

having stronger effects on Australia than China. There has been more commentary and 

public debate surrounding the effects of deepening bilateral relations in Australia than 

China. This is reflected in surveys, where in Chinese surveys of international outlook 

seldom include Australia, whilst on the other hand, Australian surveys of international 

outlook are preoccupied with the rise of China. 

 As such, it is clear that the impact of the rise of China on bilateral relations is felt 

much stronger in Australia than China. The thesis uses this premise to argument that the 

biggest non-economic factor that can influence bilateral trade is the management of the 

Australia-China relations by the government of Australia.   

1.3.1 THE ANALYTICAL GAP 

The majority of academic inquiry into Australia-China relations and the rise of China are 

focused on Australia’s strategic triangle with China and the U.S., or with the outcomes of 

the rise of China. Whilst this discussion is interesting, it only offers nominal help in 

understanding how the Australia-China relationship will change during the process of 

China’s rise. In this regard, there is a clear analytical gap in which this thesis is placed.  
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Australia-China relations have typically been built upon trade, not friendship. This 

summation certainly the case to describe the current relationship, where economics is the 

driving force and key concern of policymakers. Despite this and the fact that Australia is 

the most dependent economy on China, there is little meaningful economic analysis of 

the relationship. To better understand the relationship and how both parties can benefit, 

more meaningful analysis of the sources of trade and opportunities for future trade must 

be conducted.  

In the context of broader debates about balancing relationship with China and the 

U.S., this analytical dearth is concerning. Australia’s strategic community is thinking 

deeply about the future geopolitical global and regional order/s, however there is limited 

interdisciplinary analysis of the economic forces on politics and the political forces on 

economics.   

In the face of these gaps and the great demand for meaningful analysis, there is a 

strong need for robust interdisciplinary analysis of the Australia-China economic 

relationship and the scope for non-economic factors associated to the rise of China to 

influence bilateral trade. The thesis contends the broader Australia-China relationship is 

showing signs of a distinct dualism, which the author contends is a response to poor 

management rise of China and its adverse consequences in regards to perception of the 

rise of China.  

Whilst recent years have seen incredible growth in trade, there is an emerging trend 

beyond trade which may potentially have adverse effects on the future of the relationship. 

This trend is a potential shift currently occurring in Australian attitudes towards its 

relationship with China. This shift is occurring at the political level and perhaps at a lesser 

extent at the social level. Australian political intervention in a range of Chinese company 

bids on Australian infrastructure like the blocked sale of Kidman Co. cattle station and 

Ausgrid energy infrastructure network are two examples. At the social level, growing 

concerns about Chinese investment influencing housing prices and Chinese individuals 

and firm’s political donations to Australian political parties are showing signs of 

deteriorating the public’s attitudes towards China. In some ways, these problems with 

Australia’s attitudes towards China are linked to China’s actions in the region, like its 

involvement in the South China Sea and China’s military build-up.  
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The thesis contends that this problem with Australia’s poor management of the rise of 

China and changes to Australian public perception on China has the potential to influence 

trade in the future.   

1.4. THESIS OUTLINE 

The thesis puts forth an interdisciplinary methodology to unpack the question of what the 

future of the Australia-China trade relationship will look like. Due to the dearth of 

literature relating to the Australia-China relationship and the centrality of the rise of China 

as being the responsible factor steering the style and form of the relationship, the thesis 

will contextualize the discussion into the rise of China literature.  

The thesis will first provide a literature review which will primarily focus on the rise of 

China. The literature review will outline significant gaps in the literature, especially in 

regards to analysis of how the process of the rise of China is effecting bilateral relations 

and therefore the outcomes of the rise of China.  In Chapter Three the thesis methodology 

will be explained and justified. In Chapter Four the first meaningful analysis of Australia-

China trade this decade will be undertaken, primarily through comparative analysis of 

descriptive trade statistics and the use of self-calculated indexes. This chapter seeks to 

understand if past economic forces are set to continue into the future. Chapter Five look 

at how the government of Australia has managed some of the effects of the rise of China. 

This is done through the prism of considering how the rise of China is effecting Australia-

China relations from an Australian perspective, with a view to understand if this has the 

potential to influence trade. This phenomenon is chosen because it is seen to be the 

biggest non-economic factor which can influence trade, because the effects of the rise of 

China are more contentious, politicized and poorly managed in Australia than China. 

Chapter Six will provide a range of recommendations to improve the relationship and 

help facilitate a more beneficial relationship in the future.  Lastly, Chapter Seven provides 

a conclusion of the thesis.  
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2. LITERATURE REVIEW 

The literature will provide an overview of the scholarship on the rise of China. Due to the 

lack of academic analysis of the impact of the rise of China on Australia-China relations, 

let alone Australia-China trade, the thesis will primarily use the broader understanding of 

what the rise of China means from the broader rise of China scholarship. The rise of China 

scholarship is expansive and deep in its analysis and scope, and therefore many ideas and 

understandings provided can be of great benefit in understanding how the rise of China 

might influence Australia-China trade.  

 The review of the rise of China literature review is organized in the following way. 

First, a brief summary of the origins of the rise of China literature will provide context 

for the ensuing discussion. Second, the four main approaches to the rise of China will be 

outlined and a consequent critique will be undertaken to assess the validity of claims made. 

Third, the thesis will outline the core gaps in the literature and relate some of these gaps 

to the research question. 

The rise of China is a body of scholarship which primarily deals with the consequences 

of China’s unprecedented economic development as result of marginal economic reform 

since 1978. By developing a system of increasing individual incentivization for economic 

output, the CCP set in motion centrally-planned economic mobilization at the scale and 

speed unseen in human history (Wui, 2004; Brandt & Rawski, 2008). China’s economic 

development has led to (albeit uneven) radical poverty reduction and urbanization on a 

scale never seen before. China swiftly moved from isolation to become deeply linked to 

global markets and international supply chains, offering low wages and tremendous third 

party benefits of operating in the world’s most populous country. China today is the 

world’s second largest economy and its economic wellbeing is inextricably linked to the 

global economy.  

As China’s economy develops, as does its military and the self-confidence of its people. 

China is becoming a major player in the region and is beginning to play a more active 

role in international affairs. The rise of China scholarship tries to deal with these 

phenomena and predict the future form of international organization. 

The international relations scholarship on the rise of China is primarily concerned with 

the question of whether the rise of China will bring about an overturning of the U.S.-lead 
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rules-based international system, or China’s rise will occur within the rules-based 

international order and therefore strengthen it.  

2.1 THE RISE OF CHINA 

Within international relations scholarship on the rise of China, the key debates can be 

summarized into three approaches; China as a revisionist power, China as a supporter of 

the existing international system, and China as an inactive free-rider of the international 

system. Those who see China as a revisionist power believe China will overturn the 

international system, arguing it is inherently dissatisfied with the international system and 

therefore will seek to overturn it.  Those who see China as a supporter of the international 

system believe China will not overturn the existing international system, arguing that 

China is becoming socialized into Western norms and requires the international system 

to fulfil its developmental goal. Lastly, the China as a free rider position believes China 

will not meaningfully engage with the international system, citing China’s history of non-

intervention and championing of the principles of sovereignty and non-interference in the 

international arena.   

In trying to understand the literature on the rise of China, Schweller & Pu (2011) organize 

the key debates into three camps; spoiler, supporter or shirker. In these camps, China is 

seen as either a revisionist power, a power supporting the existing international system or 

a free-rider of the international system. This section of the literature review is strongly 

influenced by this taxonomy and will use this taxonomy to organize the key debates with 

two minor amendments. First, the vocabulary of “supporter”, “spoiler” or “shirker” is 

changed to “revisionist”, “supporter” or “free rider”. One feels this change in vocabulary 

is more reflective of the core debates. Second, a fourth grouping is made; a catch-all 

category called “over views of note” to ensure the literature review on the rise of China 

is complete.   

2.1.1. ORIGINS OF THE RISE OF CHINA LITERATURE  

The rise of China is one of the most monumental events in modern history and has 

spawned a seemingly innumerable quantity of scholarship and commentary. The rise of 

China scholarship is primarily concerned with the consequences and implications of 

China’s stunning socio-political development in the late 20th and early 21st century on 

the international system. 

The rise of China is a new phenomenon in academia. Writing in 1993, Nicholas 
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Kristof observed that the only group paying serious attention to China’s future was the 

business community. The rise of China may be the most important trend of the 21st 

Century, but whilst the 20th Century was coming to an end, economists and political 

scientists were focusing their attention elsewhere.  

To some extent, China’s mid-2000’s doctrine of China’s “peaceful rise” and 

consequent China’s “peaceful development” doctrine brought about a more serious 

discourse surrounding the implications of China’s economic, military and social 

development. China’s “peaceful rise” doctrine was devised to reassure states that China’s 

rise will not result in drastic changes to global political structures or open military conflict. 

Rather, China’s rise will not pose a threat to international security and other states will 

benefit from a more developed China. (Zheng, 2005)     

  Active engagement of the CCP in discourse surrounding the implications of the 

rise of China legitimized the debate and gave the issue greater salience. This greater 

salience led to many of the influential texts on the rise of China to be written in consequent 

years.  

The texts on the rise of China have incredible variance in scope, themes and theoretical 

approaches. The discourse over the last 15 years has converged on how China’s growing 

power and capabilities will affect the international system to become the main focus of 

analysis. The following review of the rise of China literature reviews the most influential 

and active discourses in the literature.  

The following discussion outlines the four major approaches to the rise of China. 

The four subsections all follow the same structure. First, a review of each approach will 

be conducted. Second, a critique and evaluation of approach and salient variables will 

occur. Once all four approaches are evaluated, a summary of current knowledge will be 

provided and the most significant and pertinent gaps to the research question will be 

explored.  

2.1.2. CHINA AS SUPPORTER OF THE STATUS QUO 

One of the two dominant schools of thought on the rise of China argues that the rise of 

China will occur within the international system, and the rise of China is good for the 

international system. This position believes that China’s strategic approach has not 

changed since Deng Xiaoping’s reforms; China rise will occur through peaceful 

development and multilateralism to fulfill development goals. Supporters of this position 

point to China’s participation in multilateral institutions and the nature of economic 
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interdependence as evidence. They further suggest that China’s rise reinforces the status 

quo and leads to some third-party benefits for the U.S.  Some, like Goldstein (2005) even 

argue China’s “grand strategy” is to develop and support the status quo.  

Believers of the view that the rise of China supports the status quo point to China’s active 

multilateralism and the beneficial effects of “socialization” of China into international 

norms as key evidence. China’s ascension into the WTO in December 2001, increasingly 

active participation in the United Nations, involvement in G20 summits is frequently 

pointed to. Ning (2012) argues “today’s China is not only a participant but also a proactive 

actor shaping the regional security multilateralism” (Ning, 2012, p. 105) 

As Vezirgiannidou (2013) observes, China has joined the international community, 

leading to the suggestion that China is an active and engaged stakeholder of the 

international community. By joining the international community and part of the 

decision-making process, Vezirgiannidou (2013) argues the U.S. can bind new states into 

the existing architecture. In this way, China’s involvement in international institutions 

socializes China into liberal norms and binds China to the existing architecture.  

This position is perhaps overly optimistic about the effects of China’s 

involvement in the international community. The notion of China being socialized into 

liberal norms and thinking is dubious, because China’s involvement in these 

organizations is conditional upon China benefiting from them; China didn’t join the WTO 

for intangible benefits, nor has it been active in the G20 for the benefit of other states. 

Further, this position of socialization misses one key benefit of China’s involvement in 

international institutions. Involvement in international institutions includes a host of roles 

and responsibilities which over time can restrict behavior, but more importantly, 

international institutions provide mechanisms for continuous dialogue and problem 

resolution. This problem resolution mechanism is not adequately dealt with. This position, 

however views international institutions as providing a means for China to develop and 

grow in influence in a peaceful way, as supporters of the position that China supports 

status quo would suggest. 

The second belief of the China supporter position is that China must continue to 

accommodate and not explicitly challenge the international system because the benefits 

of trade and investment are vital to the longevity of China’s political and economic 

systems. Chan (2012) argues that states in East and Southeast Asia require economic 



 

17 

 

growth to legitimize their rule and therefore have a strong incentive to cooperate with 

each other. China, as all states in the region, benefits from greater economic and social 

linkages. For Chan, the great hurdle for states in the region is to use self-constraint to 

enable states to work together in mutually beneficial activities to foster a militarily 

constrained and flourishing region characterized by high levels of interdependence.  

Whilst Chan (2012) begins by looking at the international system as a whole, 

Ikenberry (2008) looks at China’s domestic political economy and comes to a similar 

conclusion. For Ikenberry (2008), China is set to develop within the status quo order 

because China relies on the liberal economic system for its trade to secure resources vital 

to its domestic growth. He argues:  

“China is at the center of proliferating regional and bilateral trade 

agreements and the rapid rise of intra-Asian trade. Its capital reserves are a 

major source of American borrowing – indirectly financing Washington’s 

tax cuts and the Iraq War. China has a leading role in the Six Party nuclear 

talks on North Korea” (Ikenberry, 2008, p. 89)  

Ikenerry’s summary argument is that the international system is inclusive and provides a 

strategic framework for cooperation under the U.S.-led international order.  

One believes the China as a supporter position’s political-economy emphasis has 

merit. It is axiomatic to suggest that China needs the liberal international order to achieve 

development goals, which will allow the CCP to fulfil its social contract with the people. 

The position of these authors, however is excessively binary. It is true that China is 

working in a U.S.-led system that is geared towards peaceful relations and China does not 

want to cause wholesale changes to the international system, but China has the size and 

importance to other states to influence trade. Although China needs the international 

system, it can still influence and change it due to its might, as we have seen through the 

effects on the global economy of China’s ascension to the WTO. 

A third belief of the China supporter position is rooted in analysis of world systems theory. 

When looking at what effect China’s economic positioning and international engagement 

has on world systems, they believe that as the rise of China occurred within the status quo, 

China therefore supports the status quo and is looking towards the U.S. for leadership.  

Steinfeld (2012) provides a contrarian view on the rise of China. He argues that 

Western understanding of the rise of China is largely incorrect because Western analysis 

misunderstands China’s major reforms, for which, he argues begin in 1989. Steinfeld 
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argues the rise of China is good for the West due to these reforms and the nature of 

China’s integration and support of the U.S.-led economic order. Steinfeld believes the 

rise of China is good for the West because China’s growth enhances Western commercial 

supremacy. This is because China’s economic development has occurred within Western 

rules and China largely plays by these rules. To this end, the rise of China reinforces the 

dominance of U.S.-lead institutions and Western firms. Steinfeld goes on to argue that 

due to these forces, China is slowly edging away from authoritarianism and converging 

towards Western norms and institutional structures.  

The major problem with Steinfeld’s account is excessive structural determinism. 

It is true that China chose to develop along a path that leads to liberal democratic 

capitalism; an ideology which empirically suggests leads to peace and democracy, but 

this sort of analysis tends to miss some nuance and the intriguing nature of China’s 

development. China has developed from outside the preconceived method of 

development of the Washington Consensus. The nature of China’s society is distant to 

past development experiences of the 20th Century. It is yet to be seen if China will 

democratize in the future, or if China will ever truly embody liberal norms. Steinfeld, 

however is right to point out that China’s support of the international economic order has 

supported the longevity of the order.  

Luttwak (2012) in a similar way, considers the effects of the rise of China on U.S. 

influence. He argues the rise of China is creating a paradoxical decline in China’s 

diplomatic influence. He argued that states in the Asia-Pacific are looking to strengthen 

relations with the U.S. and the U.S. led Asia-Pacific security architecture to ensure their 

own security against a potential regional hegemon.  

 This position is at least anecdotally true, but his forecasting for what this means 

for the future is less convincing. If states in the region bandwagon against China, the 

economic, security and diplomatic context in which China finds itself in is problematized. 

If China finds itself in an unfriendly region, it is equally likely that the region will be less 

stable. Luttwak is right to observe that some states in the region are looking more towards 

the U.S., but this may not necessarily be a good thing for regional stability.  

When thinking about what the rise of China means for the U.S. and the international order, 

Beckley (2011) finds hope. He believes the rise of China will not mean the end of U.S. 

dominance of the international system and hegemony. He argues two assumptions of 
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U.S.-China relations are wrong. These assumptions are first, the U.S. is in decline relative 

to China and second, this decline is due to globalization and the costs associated with U.S. 

global leadership. Beckley argues that the U.S. is more wealthy, innovative and powerful 

than any other time in history and the U.S. has enormous competitive advantages from its 

position at the head of global leadership. 

 Beckley’s position is a great example of the differences of relative and absolute 

analysis. In absolute terms, the U.S. has never been more wealthy or its military never 

more capable. Beckley, the seemingly incurable optimist, is mirroring the underpinning 

relative assumption of the rise of China. The rise of China literature views the relative 

gap between capability and power between China and the U.S. as diminishing and its 

effects on the international system. Whilst the U.S. may never have been wealthier, in a 

few decades China will be wealthier in aggregate. 

When considering China’s strategic planning, Goldstein (2005) believes that China’s 

grand strategy is to pursue developmental goals through supporting the status quo.  He 

argues that China’s grand strategy aims to first, develop favorable conditions for 

continued economic growth to fuel its modernization and second, develop strategies to 

reduce the impact of China’s development such that others will view China’s rise as 

something that does not need to be constrained or countered. According to Goldstein, 

China’s grand strategy has two strands. First, China must present itself as an engaged and 

active stakeholder of the international community through multilateralism to improve 

perceptions of China’s rise as being disruptive. Second, China must engage in relationship 

building to ensure its economic future.  

Goldstein argues the CCP is committed to China’s “peaceful rise”, but for this 

“peaceful rise” to be accepted by the region and the U.S., China must make deep and 

committed efforts to integrate and show that it supports the rules based international order. 

Furthermore, China has developed deep bilateral partnerships with great powers as means 

to not just improve relations and foster economic exchange, but also to mute 

disagreements. In effect, by brining states interests and especially economic interests 

closer to China, other state’s incentive to resist and voice disagreement is reduced. 

Goldstein goes on to argue China’s great strategy has been successful in dealing with 

challenges like Taiwan’s 2000 regime change to the Democratic Progressive Party’s Chen 

Shui-bian. 
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The thesis largely supports the insight provided by Goldstein. He does a good job 

of implicitly linking China’s motivations or reasons for its economic strategy to China’s 

actions. The idea that China’s bilateral strategy is geared towards fostering reduced 

conflicts of interests due to economic interdependence was a few years ahead of its time, 

and now largely supported by the literature.  

The interpretation of the rise of China as supporting the status quo is linked to three main 

arguments; China’s actively involved in multilateral institutions, the nature of economic 

interdependence binds China and China’s development strategy to develop through 

liberal economic policies builds and supports the status quo. This position is right to argue 

that multilateral engagement has multiple third party benefits, but overstates the effects 

of liberal socialization. The position is right to argue that China’s development strategy 

binds it to a liberal international economic environment, but doesn’t foresee the 

opportunity for China to create its own liberal economic patterns of economic activity; 

just because China needs a liberal economic order, doesn’t necessarily mean it needs the 

U.S.-led liberal economic order. The position is right to point out that China’s 

development and integration supports the longevity of the status quo, but recent 

multilateral efforts like the Trans-Pacific Partnership which sought to exclude China and 

China’s One Belt One Road (OBOR) and Asian Infrastructure Investment Bank (AIIB) 

are examples of a fractured international system. 

2.1.3. CHINA AS A REVISIONIST POWER  

The second dominant school of thought on the rise of China argues that the rise of China 

will bring about significant changes to the international system because China is a 

revisionist power. This position believes that China has pursued a more aggressive policy 

set since 2008 and China has abandoned Deng Xiaoping’s mantra to not treat the U.S. as 

a rival. Supporters of this position point to China’s lack of liberal norms and systems, 

efforts to exclude the U.S. from political institutions, and China’s increasing assertiveness 

and actions outside international norms. Others, argue that China and the U.S. are rivals 

and loss of U.S. power or influence will invariably have adverse effects to the 

international system.  

Supporters of the position that China is a revisionist power most frequently cite China’s 

lack of liberal society as evidence for their position. They argue China is not a democracy, 

has no active civil society, an illiberal economy and has developed outside the formation 
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of the post-World War II international order. As China is outside the values, ideals, norms 

and to some extent the institutions of the status quo order, China is less bound to it. For 

some like Sun (2013) take this position further to argue that China seeks to create a new 

international order which better suits its interests and seek to exclude the U.S. Others cite 

OBOR and AIIB as other examples (Wan, 2016). 

 This position is right to argue that China, as an outsider to the international system 

will develop systems and institutions to expand its influence at the expense of the 

established powers in the region; the U.S. and Japan. But this, in and of itself does not 

suggest the end to the liberal economic order. Whilst China is likely to begin to mold and 

exert influence on the style and form of global governance, China still requires the 

fundamentals of the existing system for its survival. China is a trading nation, and its 

political-economic system requires economic growth. For economic growth to occur, 

states need to be able to trade in goods, services and capital in a rules-based system. China 

needs a rules-based system, but perhaps not the existing rules-based system. The problem 

with the literature, in this regard is that is does not recognize this nuance.  

 Another core idea of the position that China is a revisionist power is that China is moving 

away from status quo norms of the rules-based order. Zeng & Breslin’s (2016) study of 

141 Chinese articles with ‘new type of Great Power relations’ in the title. They find a 

fundamental shift in Chinese assessment of China’s power. Their analysis of mainstream 

discourse suggests that this discourse simultaneously views China as both a “great power” 

and a “rising power”. Although Zeng & Breslin (2016) observe that China is increasingly 

moving away from status quo norms and systems to act on its own norms and systems, 

they find strong evidence that China is unsure of its power level. The Chinese 

commentariat is unsure if it is a great power, or a rising power. In this regard, the authors 

have moderate expectations of China’s ability to influence the international system.  

Yahuda (2013) argues that there is significant evidence suggesting that China is a 

revisionist power. China’s assertiveness in the South China Sea is a departure from status 

quo norms and rules of the existing liberal world order. Yahuda links China’s new 

assertiveness with its economic and consequent military growth. He suggests that 

domestic nationalism and what the CCP calls “indisputable disputes” like the South China 

Sea will lead to some form of conflict with the U.S.  These “indisputable disputes” are 
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leading states in the region to be drawn towards the U.S. as a hedging strategy further 

problematizing the stability of the world order. 

This idea of rising tension leading to conflict is a common theme from this 

perspective. Etzioni (2013) argues increasing tensions between China and the U.S. could 

lead to conflict due to a cycle of mis-trust with based in Sino-America history that has 

intensified since 2008. Friedberg (2011) argues that if China “grows richer and stronger 

without also becoming a liberal democracy, the present muted rivalry with the United 

States is likely to blossom into something more open and dangerous” (Friedberg, 2011, 

p. 2) 

The concept of an assertive China and a China which is fundamentally at odds with the 

international system and the values of the major players is a dominant theme amongst the 

commentariat and was a major aspect of the 2016 U.S. presidential election. In evaluating 

the evidence of China’s assertiveness, there is largely anecdotal evidence and no 

meaningful quantitative analysis.  

 Johnston (2003) evaluates the debate between the China optimists and the China 

revisionists and examines the evidence of the China as a revisionist power and specifically 

the assertion that China is likely to fundamentally alter international systems. Johnston 

argues that the China as a revisionist power position fails to meaningfully examine status 

quo efforts and support for the status quo amongst CCP elites. Furthermore, the analytical 

ambiguities in the terms “status quo” and “revisionist” had led to an asymmetrical 

discourse where both sides are not necessarily arguing from the same base. In summary, 

when writing in 2003, Johnston (2003) concludes that it is not clear whether China is a 

status quo or revisionist state. 

 Johnston (2013) builds upon his research from a decade earlier.  He evaluates the 

then surge in international relations literature suggesting that China is becoming 

increasingly assertive in the context of China’s rise. He argues that whilst the idea of 

“China’s new assertiveness” has become incredibly popular, the evidence does not 

suggest a distinct increase in assertive foreign policy or actions. Johnston focuses on 

seven areas where China is believed to be more assertive. He concludes that in most cases, 

perception of increased assertiveness is due to a range of mistakes. Johnston only finds 

one area in which China is more assertive; maritime disputes in the South China Sea. He 

emphasizes two problems with the literature. First, the China as newly assertive literature 

underestimates the complexity of China’s diplomacy and over-emphasizes policy 
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changes. Second, understanding of a newly assertive China has clear causal failures and 

lack of comparative rigor that would accurately contextualize China’s diplomacy. In short, 

his analysis supports Yahuda (2013) but does not support the broader argument of China 

as a revisionist power.  

 In this regard, the alarmist rhetoric surrounding the rise of China may be 

premature. One views the nature of China’s international economic orientation and 

China’s domestic political economy, that is, reliance on the status quo for development is 

a meaningful restrictor on China being overly assertive. The problem for scholars 

however, is not how to measure overt assertiveness, but covert assertiveness and use of 

non-traditional means to exert influence. Whilst China may be less assertive than the 

literature contends, China is still using its size to influence states. 

 Lastly, from a range of theoretical and ideological positions, the China as a revisionist 

power position suggests that China and the U.S. are destined to be rivals and that any loss 

of U.S. relative power is bad for the international system.  

 Mearsheimer (2006) in his unique offensive realism style believes China and the 

U.S. are destined to be rivals; “the mightiest states attempt to establish hegemony in their 

region of the world while making sure that no rival great power dominates another region”. 

He goes on to say that “no amount of goodwill can ameliorate the intense security 

competition that sets in when an aspiring hegemon appears in Eurasia” (Mearsheimer, 

2006, p. 162). In this understanding, the only way for China to resolve perceived regional 

insecurities of the status quo is to overturn it. In a related sort of way, and rather 

interestingly, some Marxist positions paint a similar view of gloom and conflict between 

China and the U.S.  

 Minqi Li (2008) paints a Marxist and dull picture of future U.S. centrality in the 

international system. Li believes the global capitalist system and U.S. primacy are 

inextricably linked, and as China becomes more powerful, both the global capitalist 

system and U.S. primacy will decline. The decline of the U.S. and the capitalist system 

will be brought in three ways. First, the end of China’s cheap labor and burgeoning middle 

class will tip the global balance of power in favor of the working class, leading to a new 

era of state regulation and social-based policy. Second, U.S. leadership may be the last of 

capitalism’s “systematic cycles” because China is unlikely to “provide system-level 

solutions to system-level problems” (Li, 2008, p. 130). Third, the world has exceeded its 

ecological limits and cannot support China and India’s transition into high resource 
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consuming middle income countries, catalyzing development of the incoming global 

environmental crisis.  

 Both Mearsheimer (2006) and Li (2008) fundamentally misunderstand the 

importance of economics on the wellbeing of China and the need of China to use and 

support the international system. China’s political, economic and social system is 

legitimized and maintained through its economic performance. China’s economic 

performance is inextricably linked to the U.S.-led international system.  To argue the U.S. 

and China are rivals misunderstands the complex interdependence of the two powers and 

to argue that the U.S. is the international system misrepresents the importance of the 

economic system to virtually all but a small handful of nations.  

Supporters of the position that China is a revisionist power argue that China lacks liberal 

norms and systems, tries to exclude the U.S. from political institutions and China is 

becoming more assertive in the context of an unavoidable China-U.S. rivalry. The 

position is right to argue that China is an outsider to the international system, but 

underplays the importance of the international system to China’s development policy. The 

position is right to suggest that China is growing in its assertiveness, but its emphasis on 

explicit assertiveness neglects capturing a range of methods that China uses to muster 

support such as trade volatility and economic integration. Lastly, the position largely fails 

to recognize the complex interdependence of China and the U.S. and the importance of 

the status quo to the region.  

2.1.4. CHINA AS A FREE-RIDER 

Whilst both the China revisionist and supporter positions suggest that China will play an 

active role in international affairs, there is a third body of scholarship that suggests China 

will take on a passive role in international affairs. Although this position has become 

largely outmoded, but it was at a time a significant element of the rise of China literature.  

The China as a free-rider position argues that because China is an outsider to the 

system, doesn’t embody liberal principles and is preoccupied with sovereignty and non-

interference, China will continue to act as a free-rider in the international community.   

The most active in this position is Chin & Thakur (2010) who argue that China will 

demonstrate free-riding behavior; accumulating the benefits of the international system 

whilst resisting international norm and standards like those of the WTO, to which China 

views as less important than domestic development goals.  
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 Larson & Shevchenko (2010) build on this second observation to argue that China 

is reluctant to act as a responsible stakeholder and show evidence of resisting Western 

norms; the CCP “does not subscribe to the prevailing Western norms of individualism, 

human rights, transparency, democracy promotion, or humanitarian intervention” (Larson 

& Shevchenko, 2010, p. 84) 

Shih & Huang (2012) build on this to argue that China’s actions in the 

international community are preoccupied with embodiment of the principles of 

sovereignty and non-interference. Furthermore, they take the CCP position that China’s 

foreign policy is set out to achieve domestic development goals, rather than strategic or 

geopolitical international goals.  

In relation to this position, Vezirgiannidou (2013) argues that China’s unwillingness to 

conform to Western norms whilst benefiting from the international system is illustrated 

in its development. China has achieved significant economic development without fully 

subscribing to the criteria of the Washington Consensus. China sees “virtue in a strong 

state, a disciplined society, stable economic growth, and national security over ‘imported’ 

notions of human rights, democracy, and unregulated markets”. (Chin & Thakur, 2010, 

p. 120) 

Furthermore, some suggest that China, as a rising power has no interest in 

burdening itself with the responsibility to manage the global system (Schwelle & Pu, 

2011). China has a terrific range of developmental problems which need to be resolved 

and are argued to take higher priority. Whilst China is a great and powerful economy at 

the international level, it is simultaneously a poor and under-developed state at the 

national level.  

Although this position does have some anecdotal support and characterization of China’s 

activity in the United Nations suggests China’s deep support for sovereignty and non-

intervention, China’s recent actions wholesale disprove the notion of China as a free-rider. 

This is exemplified by China’s growing engagement in the “G” forums, multilateral 

efforts like OBOR and AIIB and desire for a more active role in the WTO. In the Trump 

era, China’s involvement is becoming increasingly evident.  

 The view that China is a free-rider often cites evidence of China’s voting patterns 

in the UN Security Council. This position, however is becoming increasingly outmoded 

due to China’s increasingly active involvement in the UN. More broadly, these efforts are 
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exemplified by China’s request for a higher share of voting rights in the WTO, China’s 

active and largely illicit island building efforts in the South China Sea and most 

importantly, China’s efforts to reshape the multilateral and political architecture through 

creating the AIIB and OBOR initiatives.  

2.1.5. OTHER VIEWS OF NOTE  

Whilst the three discussed positions provide a well-rounded account of the key debates 

of the rise of China, the popularity and endless different scopes of analysis has developed 

a wealth of literature beyond these three positions. This section provides an outline of 

three interesting and influential perspectives which argue the rise of China is still far away 

and not assured, the rise of China is what the U.S. and the international system makes of 

it, and the need to understand the rise of China from China’s perspective.  

The first position; the rise of China is still far away and not assured is a common response 

to much of the predictive international relations approaches of the 2000’s.  

Shambaugh (2013) argues that despite China’s great strides in development, its 

influence is still limited. Economically, China does not dominate any global market, has 

a relatively primitive and low capability military and China’s reputation/soft power has 

limited influence. In this way, Shambaugh describes China as a “partial” power that is not 

ready for global leadership. Shambaugh (2016) goes on in a similar vain to argue domestic 

forces and regime weakness make China’s rise to a great power is one of the key global 

uncertainties over the coming decades. In China Goes Global (2013), Shambaugh argues 

that China without liberal reforms will not maintain it’s upwards development trajectory; 

“Without a return to a path of political reform, with a substantial 

liberalization and loosening of many aspects of the relationship between the 

party-state and society, there will continue to be very marginal economic 

reform and progress.”  (p. 21) 

One of Shambaugh’s greatest contributions to the rise of China literature is his focus on 

the domestic structure and conditions of China. In a similar vein, Shirk (2008) develops 

a more meaningful analysis of the rise of China because it simultaneously considers 

domestic and international forces effecting China’s rise. In contrast to the majority of rise 

of China scholarship, Shirk argues that not China’s strength, but rather its internal 

weakness is the greatest threat to the global order. Shirk views China as “strong abroad 

but fragile at home” (p. 12). That is to say, China’s economic and relative military power 
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make it a major player internationally, but a host of internal problems not limited to rising 

Chinese nationalism, threat of U.S. protectionism, economic inequality, rural unrest, 

pollution, healthcare and government corruption pressure China’s leaders to exercise a 

heavy hand and may lead to conflict between China and other regional powers. In this 

way, the rise of China is internally paradoxical; as China becomes more developed and 

wealthy, the more insecure the CCP feel as it tries to grapple with a society trying to deal 

with the monumental changes of China’s swift and miraculous development.  

 Shirk’s analysis is useful because it emphasizes China’s domestic problems in 

detail. These domestic problems once fully pictured, strongly change the meaning of the 

rise of China. By thinking about whether China is ready and able to rise, as opposed to 

assuming China’s rise through aggregate economic statistics and projections, we gain a 

better understanding of the rise of China. Christensen (2015), builds upon this insight to 

develop a position on what China’s domestic factors will have on China’s rise in the 

international arena.  

Christensen (2015) argues that the development of China’s power to the extent that it is 

an absolute power in the region is far off. China is decades away from being a “peer 

competitor” to the U.S. and in this regard China’s rise are unlikely to bring about war. On 

the other hand however, China is strong enough to destabilize East Asia and influence 

global economic and political systems. 

Until China is the dominant power in the region, the problem for politicians, business 

and policymakers is not what effect the rise of China will have on the world, but rather, 

what the U.S. can do to manage China’s development and power. Christensen comes to 

this position, most importantly through two observations. First, he observes that China is 

the most influential developing nation ever and it is being asked to do more than any other 

developing nation ever has. Second, similar to Shirk (2008), Christensen outlines a 

lengthy list (albeit neglecting human rights) of China’s domestic problems and links these 

problems and the rise of nationalism to influence CCP decisions on maritime issues, 

climate change, the Taiwan “question” and a host of other problems.  

For Christensen (2015), the real challenge of China to the West in the future is the 

challenge of developing paradigms and policies that dissuade China from using force and 

encourage China to contribute to the global order. This may indeed be problematic, as 

China benefits enormously from the U.S.-led global order, but the global order 

increasingly needs China’s support to combat international issues. The rise of China 
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problem is thus a problem of incentivization, to some extent, where the U.S. must 

implement a strategy that: 

“accepts and even encourages China’s rise to greater power and 

prominence in international politics but shapes China’s choices so that it is 

more likely to forgo bullying behavior. . .  Success requires an unusual mix 

of strength and toughness on the one hand and a willingness to reassure and 

listen to the Chinese on the other.” (p. 48). 

In this way, the U.S. needs to develop a hybrid strategy of deterrence and assurance. The 

style and form of the rise of China can be influenced by the U.S. Such a position, is also 

argued by Ikkenberry (2008). 

For Ikenberry (2008) the pertinent question of China’s rise is how to ensure the U.S.-led 

order remains dominant. Ikenberry views the rise of China as brining about the end of the 

unipolar world, but what this means for the international system can go either way. China 

has the potential to alter or revise the international order, or develop within the order. 

Whilst most analysis views the U.S. and the “international order” as identical, Ikenberry 

rightly observes that the U.S.-led international system is more than just the U.S.; there are 

a wealth of regional and international middle powers who support and develop the system 

which is easy to join, but difficult to overturn.  Ikenberry suggests that this truth could be 

a good means to maintain the international order through coalition-based leadership to 

further develop rules and institutions as the basis for cooperation in the region and 

internationally.  

 Ikenberry believes that the U.S. has the potential and perhaps the choice to 

integrate China into the international system. In doing so, China’s involvement in the 

system will strengthen it before China has the absolute power to overturn it. He argues 

that the status quo allows for economic participation, development and opportunity for 

states to expand their political and economic goals from within the order. In this way, and 

to some extent, passively constraining China. This can certainly be seen through China’s 

economic integration into the international system and global leadership such as WTO 

membership. 

 Ikenberry concludes that the U.S. needs to understand what sort of international 

system it wants when it no longer is the central actor in a bipolar world. For Ikenberry 

(2008), the key to a peaceful future is a rigid and universally supported open, rules-based 
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order that binds states through integration and mutual interests. 

 Ikenberry’s (2008) analysis is interesting because it does a good job of pointing 

us to the inter-relation of states and how state actions can influence or alter the range of 

responses of another state. Whilst the two dominant accounts of the rise of China view 

China’s economic development trajectory as an independent variable, Ikenberry argues 

that China’s development trajectory is a dependent variable; it is able to be affected by a 

range of actions and policies.  

Lastly, to meaningfully understand the rise of China, we must recognize and understand 

China’s position and interpretation of salient variables. This truth is lacking in a 

meaningful sense in much of the interpretation of the rise of China. Wang (2011) argues 

that with the rise of China, the world must make a serious effort to understand China’s 

strategic thinking. For Wang (2011), China’s core interests are threefold; to promote its 

sovereignty, enhance its security and continue to develop. Furthermore, these three core 

interests are pursued simultaneously. By understanding China’s national interest, we can 

better understand the realm of possible actions undertaken by China. 

This section on other views of note demonstrates how different focus of analysis or 

theoretical approaches can lead to different analytical insights. These authors illustrate 

some of the gaps in analysis caused by a range of assumptions by the dominant paradigms 

on the rise of China. Three such gaps argue that the rise of China is still far away and not 

assured, the rise of China is what the U.S. and the international system makes of it, and 

the need to understand the rise of China from China’s perspective. Shambaugh, (2013) 

Shirk (2008) and Christensen (2015) draw our attention to the pitfalls of development, 

and the challenges that China faces both nationally and internationally. Ikenberry (2008) 

draws our attention to the complex interactions and opportunity for the U.S. to shape the 

rise of China. Lastly, in trying to understand the rise of China, we must make a meaningful 

effort to understand China’s world view, as advocated by Wang (2011). 

2.2 LITERATURE GAPS: PROCESS, MANAGEMENT, PERCEPTION 

Before looking at the gaps in the literature on the rise of China, this section will briefly 

outline the utility of the rise of China scholarship.  

 The rise of China scholarship has been the primary analytical lens to view the 

style, form and outcome of the rise of China. The variety of core arguments and 

interpretations has been used to understand all aspects of China’s rise and actions in a 
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regional and global context. For example, many of the arguments made in opposition to 

White’s (2010) view of what the U.S. and Australia should do to facilitate China’s rise 

have been based on the scholarship and arguments of the China as a revisionist power 

approach. 

 In this way, the utility of the rise of China scholarship primarily in understanding 

the rise of China and the broad use of the core ideas of each approach in a understanding 

the rise of China in the Australia context.  

The previous discussion has shed a light on the key debates surrounding the rise of China. 

The diversity of expectations about the rise of China reflects different methodologies, 

scopes and hierarchization of variables. The most glaring gap in the literature is a lack of 

serious effort to test existing theory, either quantitatively or qualitatively. This is a major 

problem for the rise of China scholarship because it makes the scholarship less academic 

and more of an eclectic bunch of conjecture and speculation. This thesis contends that if 

theory is not driven by evidence, and research is driven by evidence, the whole framework 

of the rise of China scholarship is to some extent un-academic. Without verification, 

proving and refining theory, how can we gain deeper knowledge of what the rise of China 

means?  

 The major problem with this lack of evidence-based approach and refinement of 

the rise of China scholarship is that it lends itself to a body of knowledge without 

meaningful consensus on what is correct and what is incorrect. This lack of consensus on 

what the rise of China is about; or what variables are at least pertinent can have serious 

consequences.  

Furthermore, the rise of China literature restricts its analysis to a single discipline; seldom 

are economic and political factors analyzed simultaneously. This is severely problematic 

due to the inextricably linked nature of economics and politics in the 21st Century. 

Furthermore, China’s economic policy has clear political and security dimensions, and 

similarly, China’s political strategy has clear economic dimension also. To neglect inter-

disciplinary approaches renders the results overly simplistic or simply not grounded in 

the broader context and trends influencing world events.  

Beyond this, and most applicable to this thesis, there are three gaps in the literature which 

hinder understanding of how the rise of China will affect Australia-China trade. These 

three gaps are any analytical insight into how the process of the rise of China will effect 
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relations, how management of bilateral relations may influence the rise of China and how 

perception of China’s rise will influence the rise of China.  

The main problem with the body of scholarship on the rise of China is that it is excessively 

focused on the consequences and implications of the rise of China, whilst wholesale 

neglecting the importance of the process of the rise of China.  

The process of the rise of China; how it interacts with states bilaterally and 

multilaterally, and its involvement in the international order on a continual and marginal 

basis will have significant effects to the consequences to the rise of China. The process 

of the rise of China and its incremental changes to bilateral relations as a function of 

actions and perception of outcomes surely must have an effect on the outcome of the rise 

of China, but this dynamic is largely overlooked.  

The rise of China will not occur in a vacuum and how China’s relations with the world 

change as it develops will have significant effects to the style and form of the rise of 

China. This idea of the rise of China being restricted and influenced by its relations as 

discussed, but the process of changes to relationships and its effects on the outcome of 

the rise of China is not considered in a systematic or meaningful way. 

The process of the rise of China and its continual change to bilateral relations and its 

impact on the future style and form of China’s rise, and its position in the world will 

define how China’s rise will occur. Despite the huge amount of theorizing, deliberation 

and insight generated from the rise of China debates, there is little understanding of how 

the process of China’s rise will effect bilateral relations over time.   

This is particularly problematic in the context of China’s changing bilateral 

relations in the region. China’s position and perception in the region is changing as rapidly 

as its economy. China’s assertiveness in the South China Sea, increasing regional 

investment and increases in military expenditure are changing the way in which China is 

being perceived and understood around the Asia-Pacific.  

To alleviate this gap, this thesis will look at the future of Australia-China trade in the 

context of the rise of China to understand how the process of China’s rise will influence 

bilateral relations, and how management and perception of China’s rise has the potential 

to influence trade.  
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3. METHODOLOGY 

3.1. PROBLEM STATEMENT  

Australia-China relations are drawn together by increased trade primarily due to the rise 

of China. The forces of trade have become so strong that Australia is currently the world’s 

most economically dependent country on China. Despite this, Australia-China trade is 

understudied and the implications of the rise of China from the literature is unclear. 

Recent events in the region have led to serious questions over China’s supposed “peaceful 

rise.” Furthermore, there are growing problems in Australia surrounding Chinese 

investment. This context of uncertainty could have the potential to undermine trade if the 

relationship is poorly managed.  

3.1.1. RESEARCH QUESTION 

The thesis seeks to answer the following question: How is the rise of China going to 

influence Australia-China trade?  

3.1.2. CORE ARGUMENT 

The thesis’ core argument is that that the greatest threat to trade is how the government 

of Australia manages the bilateral relationship due to new forces stemming from the rise 

of China. The current style of management of the bilateral relationship in the context of 

China’s rise is likely to problematize the relationship and jeopardize otherwise favorable 

conditions to trade.  

3.2. APPROACH 

The approach to the thesis is to employ an interdisciplinary methodology to gain a more 

complete understanding of the future of Australia-China trade relations and the impact of 

the rise of China.  

The interdisciplinary methodology seeks to address two research sub-questions: 

1. Are Australia-China trade relations based on economic forces? If so, are these 

forces set to continue into the future? 

2. Does Australia’s approaches to the rise of China have the potential to disrupt trade? 

The analysis has distinct research methodologies. In Chapter Four, analysis of descriptive 

trade statistics will follow standard economic and statistical logic and interpretation. This 

section will consider the first sub-question to analyze Australia-China trade with a view 
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to understand the roots and causes of trade and to see if this base is set to continue into 

the future to meaningfully understand what is driving the Australia-China relationship 

today. 

This section follows the approach to trade analysis outlined by the World Bank’s (2008) 

A Guide to Trade Data Analysis and the World Trade Organization’s (2012) A Practical 

Guide to World Trade Analysis. This style of analysis is popular methodology in 

academia, government and the private sector.  

 This framework of trade analysis was chosen because it simultaneously provides 

a broad and deep understanding of the trends of Australia-China trade. Whilst some 

economic models of trade provide deeper and more specific insight, they cannot in sum 

provide a robust understanding of aggregate, sector, and geographic aspects of trade, 

alongside ideas of trade complementarity. Due to the dearth of analysis on Australia-

China trade a broad-based analysis is especially pertinent. The utility of this framework 

is in its broader insight into the dynamics and trends of trade overtime. This best fits into 

the research question because this methodology is best placed to holistically understand 

Australia-China trade beyond economics.  

The approach to the second question is to qualitatively analyze if Australia’s management 

and changing perceptions of the rise of China has the potential to disrupt Australia-China 

trade in the coming years. This qualitative analysis will primarily be done through critical 

engagement of academic texts and news reports. Due to the contemporary nature of non-

economic factors having the potential to influence trade, some phenomena have little 

analysis in academic journals.  As such, these areas will rely on texts written by research 

institutes and think tanks, and newspaper articles written by academics for events. Where 

possible, surveys will be used to help inform or evaluate texts and to draw a link between 

events and subsequent effects on public perception. To add academic rigor, this discourse 

will be contextualized in broader discussions of Australia-China relations and the rise of 

China scholarship.  

The overall approach of the thesis has been undertaken because multi-disciplinary 

analysis in a broad sense is becoming increasingly valuable in the social sciences and 

more specifically, the rise of China influences and effects beyond a single discipline. To 

understand the rise of China, economic, political and other factors must be considered 

simultaneously.  
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3.2.1. ANALYSIS AND INTERPRETATION  

For the trade analysis section, analysis and interpretation of the Australia-China trade 

section will follow standard interpretations of comparative statistics. This section is 

largely focused on economic principles and to gauge whether economic fundamentals 

define the trade relationship.  No theories are directly supported because this section is 

largely devoid of theoretical interpretations. Due to the dearth of analysis, this section 

will primarily look at trade statistics, not interpretation of trade statistics. To ensure the 

analysis is complete, the section will rely on a framework of analysis and interpretation 

outlined by the World Bank (2008) and the World Trade Organization (2012). 

The analysis and interpretation of the qualitative section on how the Government of 

Australia is managing the rise of China will largely rely on analyzing existing written 

sources. This section outlines several problems of the rise of China in the Australian 

context and evaluates the root cause of the problem.  

Those two sections in conjunction will lead to a range of policy recommendations for 

both states to help enable a more prosperous and stable relationship as China continues 

its rise.  

3.3. SOURCES 

For the economic analysis, the sources of all statistics will be from the World Bank, 

United Nations, OECD or national governments. On occasion, creation of indexes or 

other scores will be conducted by the author.  

For use of statistics, the thesis prefers to use data from international organizations over 

national statistical bodies. This is primarily due to the problematic nature of differing 

conceptualizations of what area is included in China. For example, whilst Australian 

statistics differentiate from China and Hong Kong, the same cannot be always said from 

Chinese statistics, leading to problems in direct comparison.  

 As such this thesis will primarily rely on statistics from UN COMTRADE which 

makes a clear distinction between China, Hong Kong and Taiwan.1 

When looking at categories of commodities, the thesis will use conventions under the 

Standard International Trade Classification (SITC). This is because SITC focuses on trade, 

                                                 
1 According to UN COMTRADE, Taiwan is classified as “Other Asia, nes”. 
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whereas the Harmonized System (HS) focuses on tariffs. As such, SITC captures 

categories traded goods better. Furthermore, SITC is the international standard in goods 

classification, used in trade analysis by academia, governments and the private sector.   

The sources for all other sections confines itself to standard sources used in social science 

research. These sources included peer-reviewed academic texts, newspapers, government 

texts, reports by think tanks and research institutes, and primary sources like speeches.  

3.4. PROBLEMS AND SOLUTIONS 

The thesis has had limited problems in its creation. The statistics were readily available 

and the literature on the rise of China is deep. The main problem, however, was the lack 

of meaningful academic discourse of Australia-China relations in English language 

journals. Much of the economic analysis of trade was conducted in the late 2000’s in the 

lead up to the China-Australia Free Trade Agreement (ChAFTA). Since then, there has 

been limited quantitative analysis of trade. Similarly for the qualitative analysis of the 

changing nature of Australia-China relations due to China’s rise suffered a dearth of 

meaningful academic debate. This in only in part due to the contemporary nature of events, 

but there is also analytical gap. There is a lack of rigorous academic scholarship being 

undertaken that looks at how the process of China’s rise, or the increasingly complex 

nature of Australia-China relations will affect the bilateral relationship in the long run.  

 The solution to this dearth of academic insight is twofold. First, is to go to ground 

discussion to the research question. This way, the analysis is measurable and the rigorous 

understanding of the economics of the trade relationship helps to inform the discussion. 

Second, the debate is further constrained into the rise of China scholarship in order to 

help inform what scholars are saying about the topic in a broader sense.  

The major implication of the dearth of analysis on Australia-China trade and the effects 

of the rise of China on bilateral relations is that the thesis is required to outline and expand 

on simple ideas to build towards a sufficient argument. As such, the analytical dearth has 

resulted in a thesis of considerable length. Furthermore, the base of understanding from 

which the thesis is built upon is low.   

3.5. SCOPE 

Employing a multi-disciplinary approach to gain a holistic understanding of the future of 

Australia-China trade is a broad topic. In order to focus the discussion around the 
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pertinent factors relating to the future of the Australia-China relationship, a range of 

variables will be omitted, amongst these are the following. 

 First, the thesis does not spend a significant amount of time analyzing ChAFTA. 

The focus of the thesis is on the future of trade and the potential factors which influence 

trade. As ChAFTA has rolled out the majority of its tariff reductions, it is unlikely that it 

will have major future effects on the style and form of Australia-China trade relations. 

 Second, the problem of concentration risk of Australia’s trade dependence on 

China is not considered as a standalone topic. This is done for a number of reasons, but 

most importantly because the problem of trade dependence is not seriously considered by 

the Government of Australia, nor is there significant academic literature on the matter. 

As such, to discuss this variable in an academic and meaningful way would require a 

significant amount of attention and words.  

 Third, the question of whether Chinese investment is good for Australia in the 

context of the discussion in Chapter Five is not addressed due to similar reasons as the 

problem of concentration risk. Furthermore, the Government of Australia is very 

supportive of all foreign investment and as such, it is assumed that the position of the 

Government of Australia is pro-foreign investment.  
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4. AUSTRALIA-CHINA TRADE RELATIONS  

As discussed in the introduction, the majority of historical, economic and political 

accounts of the Australia-China relationship regard increased trade as the root cause of 

the deepening of the relationship over the last few decades. Recent years have seen 

Australia become the world’s most economically dependent country on China. As also 

discussed in the introduction, there is limited academic analysis evaluating the causes of 

Australia-China trade relations.  Furthermore, there is limited debate of what this trade 

relationship will look like in the future. To address these gaps, this chapter will first 

conduct a comprehensive analysis of Australia-China trade relations. This will be 

undertaken through analysis and interpretation of descriptive statistics. As justified in the 

methodology, the ensuing analysis follows the approach to trade analysis outlined by the 

World Bank (2008) and the World Trade Organization (2012).  

This chapter provides comprehensive analysis of descriptive statistics of Australia-China 

trade. Descriptive statistics analysis has been chosen because it can provide a holistic 

approach to understand the sources, style and trends of bilateral trade. This style of 

analysis is also in part due to the dearth of analysis on Australia-China trade, as discussed 

in the introduction. As there is limited academic discourse on Australia-China trade, this 

section needs to build its arguments and core understandings from scratch.  

The analysis looks at country and sector level, if trade growth is due to geography 

or goods and derives figures of trade complementarity and export concentration.  

This chapter has two original contributions to the literature. First, this text is the 

first to use the Herfindahl-Hirschman index to understand Australia and China’s export 

concentration. Second, this is the first study in the last 10 years to analyze Australia 

revealed comparative advantage in exports.  

This chapter will then go on to consider the future of the trade relationship. This will be 

conducted through considering if the main dynamics of Australia-China trade will 

continue into the future by looking at trade statistics.  

The chapter finds that Australia-China trade is governed by economic forces and if these 

forces are set to continue into the future, and if increases in trade in recent years are due 

to underlying economic factors of comparative advantage. Although recent commentary 

has voiced concern over Australia’s trade dependence on China and Australia’s export 

concentration in mineral resources, the analysis finds that over the past 6 years, both 
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Australia and China bilateral exports have decreased in concentration. The section 

concludes by arguing that these economic forces are set to continue for the short-to-

midterm.  

4.1. ANALYSIS OF AUSTRALIA-CHINA TRADE RELATIONS 

 The point of reference to begin analysis of Australia-China trade is Australia’s growing 

trade dependence on China. This trade dependence has evolved so quickly that is has 

raised concerns that it is a serious problem for Australia’s economic security and ability 

to enact independent policy. To understand what this trade dependency means in practice 

and its potential implications for the bilateral relationship, we must first understand the 

Australia-China trade relationship at a deeper level. In order to do this, this section of this 

chapter will conduct an analysis of descriptive trade statistics. This will be primarily done 

through analyzing trade flows to understand if economic forces are the defining factor 

influencing trade flows. Understanding of whether trade is based on economic forces 

provides strong insight into the likelihood of the future of the economic relationship, 

ceteris paribus. In this way, this section starts from the assumption that if economic forces 

broadly and trade complementarity and mutual demand for bilateral goods is the driver 

for trade specifically, it is more likely that trade will continue according to past trends 

than politically-driven trade growth. In this way, understanding the source, trends and 

style of past Australia-China trade is integral to the research question.  To begin, 

Australia-China trade dependence is illustrated in Figure 3 below.  
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This trade dependence has been previously discussed in the introduction. This growing 

disparity of relative trade dependence is a reflection of big-small state relations in the 

context of the rise of China. In many ways, this dynamic encapsulates what the rise of 

China means in trade terms better than any other. The sheer size of China has clear 

distortionary effects.  

This section will begin by evaluating bilateral exports. Figure 4 below gives us the first 

clues into Australia-China trade imbalance.  

Figure Four shows that during the 1990’s and early 2000’s, the growth in bilateral exports 

by both Australia and China followed a similar positive trend. From 2007 however, 

Australia’s exports to China began to grow at a significantly faster rate than China. From 

2007 to 2015, Australia despite being a far smaller state than China, began to export more 

bilaterally than China. Governments, private firms and academia are in universal 

agreement that this increase in Australian exports to China is due to China’ increasing 

demand for mineral resources.2  

China’s increasing demand for mineral resources has contributed to significant increased 

to commodity prices. The price of iron ore increased from $AUD 20 to around $AUD 30 

and peaked at $AUD 170 per ton and the price of thermal coal increased from $AUD 45 

to $AUD 150 per ton. As a result, mining investment increased to its highest levels in 

                                                 
2 Please refer to Cleary (2011), Enright & Petty (2013), McLean (2013) 
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Australian history (Connolly & Orsmond, 2011). According to the Reserve Bank of 

Australia, the mining boom is estimated to have increased real per capita household 

disposable income by 13 per cent from 2003-2013 (Tulip, 2014). The mining boom 

brought about significant changes to the Australian economy; it appreciated the 

Australian Dollar, perhaps catalyzing the demise of some Australian manufacturing 

industries and reoriented some labor markets towards mining. For example, during this 

period, Australia has skill shortages in domestic and light industry construction because 

of the lesser wages than those in the mining sector.  

Healey (2012) argues the defining feature of Australia’s economy in recent years 

is the boom in mining, spurred on by unprecedented demand in these resources from an 

emerging China. He goes on to argue that China’s demand for mineral resources allowed 

Australia to be relatively unaffected by the Global Financial Crisis.  

This perspective suggests that the defining trend of Australia’s trade in the 21st Century 

is its increasing ties to China and main driver of trade is the development of China’s 

economy and consequential demand for mineral resources. In this way, the major texts in 

academia suggest that growth in Australian trade in recent times is inextricably linked to 

the rise of China and its consequent demand for Australian goods. This perspective is 

supported by the figure above. 

To meaningfully understand the process of the rise of China in trade terms, and to 

understand the trends and key influences of Australia-China trade, we must look beyond 

aggregate statistics. A good place to start to understand the changes to Australia-China 

trade in recent years is to see whether changes to trade are a response to increase in trade 

in goods, or due to a geographical shift. To test whether the growth of Australia-China 

exports is linked to a broader geographical shift in trade for both Australia and China 

towards the Asia-Pacific, comparative analysis of trade partners over time will be 

conducted.  

4.1.1. AUSTRALIA AND CHINA TRADE GEOGRAPHY  

The last few decades have seen consistent growth in Australian trade and as such, it is 

important to see what countries are performing above or below trend. To evaluate the 

geography of Australian trade and trends in Australia’s trade partners in a relative sense, 

this section will now compare partner share in total Australian imports and exports over 
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the last decade. Partner share in total Australian exports, 2007 and 2016 is outlined in 

Figure 5 below.  

Figure Five allows us to easily compare relative export importance for Australia. Partner 

share of total Australian exports over the last decade have seen considerable change.  Over 

the past decade, 4 of Australia’s top 5 export countries decreased their share of total 

exports. China was Australia’s only major trading partner to increase share of total 

exports in the last decade. This figure helps to illustrate a lack of geographic reorientation 

in Australian exports and the scale effects of the China factor on relative trade. China 

trade has grown so much, and magnetized exports to such an extent that other states have 

decreased their relative importance to Australian exports. Whilst over the past decade 

Australia has increased its trade with most of its major trading partners, their relative 

increase in trade is superseded by trade with China. In this way, growth in Australian 

exports to China has in a relative sense, diminished the importance of most of Australia’s 

other major export partners. The sheer size and demand of China has drawn Australian 

trade towards it and reoriented Australia’s geographic exports.  
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Figure 6 illustrates partner share in total Australian imports, 2007 and 2016 below.  

In a similar way to Australia’s major export partners’ relative shares of total exports, most 

of Australia’s import partners have decreased their share over the last decade. During this 

time, 11 of Australia’s 15 top import partners decreased their share of total imports. Only 

China, Germany, Thailand and South Korea increased their share. As seen with exports, 

China made the greatest gains in share of total imports and in a relative sense similarly 

becoming more important. 

There is a clear geographic shift in Australia’s trade. China has been increasingly 

important as a trade partner. This has not occurred in a broader geographical shift in 

Australian trade towards East and Southeast Asia, despite Australia becoming 

increasingly active in the region. There is no clear evidence of a geographic shift in 

Australian imports; Thailand and Korea increase share, whilst Indonesia, Vietnam, 

Malaysia, Singapore and Japan reduce their relative share.  

 The geography of Australian trade demonstrates how strong of a magnet China is 

for trade. Changes to the geography of Australian trade demonstrates both big-small state 

relations in the context of the rise of China and how the rise of China is disrupting the 

dynamics of Australia’s trade relations with other states. Australia is not unique in these 

phenomena. Recent decades have seen China become a major trading partner of virtually 

every state in the Asia-Pacific and this process of how the rise of China is changing trade 
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dynamics is a policy problem for most states. To understand how the rise of China is 

affecting its own trade geography, the following will analyze China’s geography of trade.   

Figure 7 illustrates partner share in total China exports, 2007 and 2016 below.  

Figure Seven illustrates effectively the size difference of Australia and China and the 

imbalance of importance of one state to the other. Whilst China has become the dominant 

player in Australian exports, the same cannot be said going the other way; in 2016 

Australia accounted for only 1.78 per cent of total China exports.  

The trend in China’s export partners is distinctly different to Australia because share of 

China’s export partners has become less concentrated and more equal. Whilst at top end, 

3 of China’s top 15 export partners have decreased share in the last decade, the next 20 

states have largely increased their export share. China shows a slight geographic trend: 

movement away from Europe and towards export partners in Southeast Asia and Australia   
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Figure 8 illustrates partner share in total China imports, 2007 and 2016.  

Over the last decade, partner share in total China imports has seen two trends. First, its 

three greatest import partners in Japan, South Korea and Taiwan have decreased their 

share in total imports. Second, other major trading partners like Australia, Germany and 

the U.S. have increased their share of total imports. Similar to China’s exports, the last 

decade has seen China’s import partners to decrease in concentration. But dissimilarly to 

China’s exports, there trend of import partners does not follow a weak geographic shift.  

By analyzing the relative importance of export and import partners for Australia and 

China, we begin to gain some more meaningful insight into the dynamics and broader 

trends of the bilateral trade relationship. Whilst Australian export and import partners 

have decreased in relative importance due to the growth in China trade, the same cannot 

be said about China. China’s export and import partners seem to be reducing in 

concentration, as China’s economy develops and becomes further integrated in the global 

economy. The rise of China has seen significant changes to partner share of total exports.  

 This insight suggests that the problems, or imbalance related to Australia’s 

dependence on China is at odds with the trend in China’s export and imports. The 

following section will look to see if the growth in bilateral trade is due to increase in 

variety of goods traded or growth to existing exports.  
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4.1.2. AUSTRALIA AND CHINA TRADE BY COMMODITY 

Analyzing trade composition is a valuable means to conduct trade analysis and learn about 

the dynamics of trade at a deeper level. By understanding what goods are traded, the trend 

of trade and if this trade is advantageous for a state reveals a host of information and new 

insight. In some ways, the lack of this sort of analysis for Australia’s trade in recent years 

is staggering because the effectiveness and clarity of insight it provides.  

 As mentioned in the introduction, there are only two relevant studies of Australia-

China trade published in English-language academic journals. Only one, Sheng & Song 

(2008) looks at Australia-China trade at the commodity level. They find that trade is 

driven by economic forces and each state’s underlying factor endowments. To see if this 

is still correct almost a decade later, this section will analyze trade composition in three 

ways. First, sector share of Australia and China exports will be analyzed. Second, the 

Herfindahl-Hirschman Index will be calculated to reflect export concentration. Third, 

revealed comparative advantage scores will be calculated to indicate competitiveness of 

exports and complementarity of trade.  

Table 3 outlines the sector share of Australian exports to China 2002, 2007 and 2016 

below.  

  Table 3 

Australian Exports to China 2002, 2007 and 2016 

Commodity 
Percentage of Total Exports 

2002 2007 2016 

Food and live animals 10.00% 2.45% 6.07% 

Beverages and tobacco 0.05% 0.30% 0.73% 

Crude materials, except fuels 56.61% 77.29% 73.09% 

Mineral fuels 9.89% 1.00% 12.19% 

Animal and vegetable oils and fats 1.32% 5.04% 0.04% 

Chemicals 3.72% 2.82% 1.69% 

Manufactured goods 11.51% 6.91% 4.11% 

Machinery and transport equipment 4.92% 3.40% 1.26% 

Miscellaneous manufactured articles 1.83% 0.73% 0.66% 

Commodities & transactions not classified 0.16% 0.05% 0.16% 

Source: Author calculations from UN COMTRADE (2017) 

Table Three illustrates the base of arguments by Cleary (2011), Healey (2012) and 

McLean (2013). From 2002 to 2016, percentage share of mineral fuels increased from 
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56.61 per cent to 73.09 per cent. This increase in sectorial share represents an aggregate 

increase in mineral fuels by 523.30 per cent over the period. This increase in mineral fuels 

exports reflects a broader convergence of Australian exports to China as being 

predominantly in crude materials and mineral fuels. These two categories occupy 

approximately 85 per cent of all total exports to China in 2016. This distributional shift 

is further exemplified by the incredible growth in other export categories which had 

decreased their sectorial share of exports. For example, from 2002 to 2016 Australia food 

and live animal increased by 355.60 per cent, but sectorial share decreased from 10 per 

cent to 6.07 per cent in 2016.  

  In this way, the distributional effects of the mining boom on Australia’s exports 

to China are seen. The dynamics of Australia’s exports to China largely reflect China’s 

demand for Australian minerals due to its staggering economic development. This 

sectorial share of exports reveals a secondary problem with Australia’s trade with China. 

Not only is Australia very dependent on China for trade, but Australia’s exports to China 

are concentrated in mineral fuels.  

Table 4 outlines the sector share of China exports to Australia 2002, 2007 and 2016 below.  

Table 4 

China Exports to Australia, 2001, 2007 and 2015 

Commodity 
Percentage of Total Exports 

2001 2007 2015 

Food and live animals 2.41% 2.20% 2.00% 

Beverages and tobacco 0.32% 0.12% 0.11% 

Crude materials, except fuels 0.52% 0.40% 0.37% 

Mineral fuels 2.36% 0.76% 2.67% 

Animal and vegetable oils and fats 0.03% 0.02% 0.04% 

Chemicals 5.50% 5.45% 7.48% 

Manufactured goods 19.33% 20.05% 19.37% 

Machinery and transport equipment 25.98% 42.11% 37.75% 

Miscellaneous manufactured articles 43.55% 28.89% 30.22% 

Commodities & transactions not classified 0.00% 0.00% 0.00% 

Source: Author calculations from UN COMTRADE (2017) 

Whilst over a similar 15 year period Australia had significant proportional changes to 

export to China, there is no similar trend for China. Between 2001 and 2015, China’s 
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sectorial share of exports to Australia did not change in a significant way. We can see 

minor changes to machinery and transport equipment, and miscellaneous manufactured 

articles, but both sectors experienced good growth and the type of goods exported are 

largely similar from 2001 to 2015.  

  In this way, we can see China’s increase in exports to Australia is not due to 

changes in goods exported, but rather increased demand for similar goods already 

exported. Further, it is interesting to note that whilst China’s economy has developed and 

evolved over the last 15 years, the commodity class of exports to Australia is largely 

unchanged.  

By looking at changes to sector shares of exports over the past 15 years, we gain some 

understanding of the trends of distribution and relative importance of export sectors. We 

however, gain only superficial understanding of concentration of total exports and any 

understanding of why these export groups are being traded. First, to gain an understanding 

of concentration of exports, the Herfindahl-Hirschman Index (HHI) will be used below. 

HHI is a fantastic way to standardize and easily compare concentration of exports to build 

on the discussion on sectorial shares of trade.  

4.1.2.1. THE HERFINDAHL-HIRSCHMAN INDEX 

The HHI is the simplest measure of export diversification and is frequently used to 

compare export diversification over time or between countries and regions. Some 

examples of using HHI for export diversification include Piñeres & Ferrantino’s (1997) 

analysis of Chile’s export growth, Dennis & Shepherd’s (2011) analysis of trade 

facilitation and export diversification and Lim & Saborowski’s (2012) case study of 

export diversification in an transitioning economy. Further, it is commonly used in anti-

trust cases within a domestic economic sector (Ordover, et al., 1982).  

 The HHI has been used because of its simple intuition behind the formula and has 

been used for a host of similar applications in academic journals. The HHI index has not 

been published as part of a study on Australia-China trade.  

The HHI is the sum of the squares of sectorial share in total exports, expressed 

mathematically below: 

𝐻𝐻𝐼𝑐 =  Σ𝑘(𝑠𝑘
𝑖 )

2
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That is to say, the HHI for a given country c, and sectors k, is equal to sum of the square 

the share of sector k in country c’s exports. The HHI index measures concentration at the 

intensive margin (Encaoua & Jacquemin, 1980: World Bank, 2008). The greater the index, 

the more concentrated the exports are.  

The HHI index for Australia 2011 and 2016, using Australia statistics is illustrated in 

Figure 9 below: 

 

The HHI index suggests that despite Australia’s recent great increases in exports to China, 

over the last 6 years Australia’s exports to China have become less concentrated. From 

2011 to 2016, both Australia’s imports and exports with China became more diversified. 

Australian exports to China follow a similar world trend of decreasing concentration, 

whereas Australia’s import from decreasing concentration from China goes against 

Australia world import trends. 

 This is interesting because the HHI index suggests that Australia’s trade 

dependence on China is showing signs of slowly becoming less of a problem. Australia’s 

two-fold problem of being highly dependent on China in terms of total trade and high 

concentration of exports; 85 per cent of exports in minerals are becoming less strong. The 

HHI suggests a five year trend of Australian bilateral export diversification. Despite 

Australia’s exports being very concentrated, the suggestion of broadening of economic 

relations can be interpreted as to some extent, diminishing some of the problems of 

Australia’s export concentration in resources and trade dependence on China. In this way, 
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Australia’s HHI index demonstrates something that is not immediately evident by looking 

at percentage shares of exports over time.  

The HHI index for China 2011 and 2016, using China statistics is illustrated in Figure 10 

below: 

 

When looking at Chinese data in the HHI, we gain a similar trend of Australian exports 

to China becoming more diversified. Whilst China’s exports to the world have become 

more concentrated, China’s exports to Australia have become less concentrated. 

Furthermore, when compared to China’s exports to the world, China’s exports to 

Australia a broader range of goods. The HHI indexes show that over the past 6 years, both 

Australia and China have bilaterally exported an increasingly broad range of goods. 

The HHI index reveals an interesting trend which is not adequately noticed in public or 

academic discourse of Australia-China trade. The past five years have seen bilateral trade 

become more diverse. This insight should not be a surprise due to a range of reasons. First, 

as trading partnerships deepen, opportunities for new products to be traded arise. Second, 

China’s economic development; rising income and more developed economic sectors 

would facilitate broader trade. Third, tariff reduction from ChAFTA has encouraged more 

trade and given some goods preferential treatment.  

 In short, the HHI index reflects trend of greater sophistication and diversity of 

bilateral trade. It may be too early to tell, but the five year trend may be the beginning of 

a more broader trade relationship beyond Australian exports of resources and Chinese 

exports of manufactured goods.  This suggestion, despite being based on well understood 
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economic principles and reflective of the deepening nature of the broader Australia-China 

economic relationship is seldom recognized or predicted in all discourse surrounding 

Australia-China relations.  

4.1.2.2. REVEALED COMPARATIVE ADVANTAGE  

Beyond export concentration, another key factor in understanding trade data is the 

question of trade complementarity and if the products being exported are those that each 

state has a comparative advantage in. Comparative advantage is the notion of a state being 

able to produce a good at a lower opportunity cost than another (Cosinot, 2009). The best 

means to measure comparative advantage of international trade is to use a revealed 

comparative advantage (RCA) score. RCA is used to calculate the relative advantage or 

disadvantage of an economy in exporting a given commodity. It is considered “revealed” 

because the index is derived from trade data, and therefore reveals information about a 

state’s competitiveness in exporting a good or commodity group. The RCA index used 

here is the standard measure of RCA first developed by Balassa (1965) where RCA for a 

product or commodity group k’s share in country c’s exports is its share of world trade. 

Balassa’s RCA index was chosen due to its simplicity. Balassa’s RCA is mathematically 

expressed below. 

𝑅𝐶𝐴𝑥
𝑐 =  

𝑋𝑘
𝑐  / 𝑋𝑐

𝑋𝑘  / 𝑋
 

Where 𝑋𝑘
𝑐  / 𝑋𝑐  is share of a commodity group or good of a country’s total exports and 

𝑋𝑘  / 𝑋  is share of a commodity group or good of total world exports. An RCA score 

greater than 1 suggests a country has a revealed comparative advantage in exporting that 

commodity group or good because it exports it more than the world share (World Bank, 

2008: World Trade Organization, 2012).  

 Some examples of studies which use RCA as the primary means of analysis 

include Fertö & Hubbard’s (2003) analysis of competitiveness in Hungarian agri-food 

sectors, Balassa & Noland’s (1989) analysis of RCA in Japan and the U.S., and Yu’s 

(2003) analysis of RCA and trade complementarity between China and a group of Asian 

economies.  

 



 

51 

 

Australia’s RCA for its top 5 export categories 2007-2015 is illustrated below in Figure 

11. 

 

Australia’s three main export categories to China which occupy greater than 90 per cent 

of Australian exports are crude materials, mineral fuels, and food and live animals. As 

illustrated by Figure Eleven, Australia enjoys relative comparative advantage in these 

commodity groups. Furthermore, when comparing Australia’s RCA in these commodity 

groups, Australia’s RCA index is greater than China’s. As such, we can deduce that 

Australian exports to China are beneficial for both parties because Australia exports 

things which it is good at in global terms, and better than China in relative terms. This 

allows China to spend its effort producing goods to which it is good at producing. 

 Australia’s RCA indexes also demonstrate incredible advantage in producing 

crude materials. Australia is a leader in crude materials like iron ore. The high RCA score 

provides strong economic logic as to why Australian exports to China have exploded in 

recent years and why so much of Australia’s exports go to China. In this way, we can 

deduce that Australia’s exports to China follow rudimentary economic principles.  
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China’s RCA for its top 5 export categories 2007-2015 is illustrated below in Figure 12. 

 

China’s three main export categories to Australia are manufactured goods, machinery and 

transport equipment, and miscellaneous manufactured articles. These three commodity 

groups occupy more than 90 per cent of total bilateral exports. China enjoys relative 

comparative advantage in these commodity groups. Furthermore, when comparing 

China’s RCA in these commodity groups with Australia, it is clear that trade is beneficial. 

Similar to Australian exports to China, China’s exports to Australia are in commodity 

groups where China has a comparative advantage. 

When looking at RCA indexes for both Australia and China, there is no suggestion that 

in the short and medium runs that these RCA indexes will change in any meaningful way. 

When mapping the RCA scores, there is no trend suggesting that the economic forces 

driving patterns of trade will change because no country’s RCA scores of major export 

categories show a negative trend. 

 In sum, Australian and China bilateral exports are concentrated around a few 

commodity groups, but Australia’s exports are far more concentrated. By looking at HHI 

scores, we see that both Australia and China bilateral exports are becoming less 

concentrated. Lastly, Australia-China trade is governed by rudimentary economic 

principles, where the trade relationship can be considered beneficial for both states, as 

they trade goods in which they have a comparative advantage.  
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4.2. THE FUTURE OF THE TRADE RELATIONSHIP  

The ensuing discussion has found that the Australia-China trade relationship is primarily 

governed by economic forces. This is the first of its type research which looks at 

Australia-China trade in a holistic way using comparative statistics. 

As the bilateral trade relationship is governed by economic forces, it is fair to assume 

that ceteris paribus, economic forces will continue to govern the relationship into the 

future. When considering the future of the trade relationship in an economic sense, it is 

clear that the current trends are set to continue in the future.  

China’s demand for mineral and crude resources is expected to be sustained into the 

medium run. China’s demand for minerals, namely iron ore for steel production is set to 

continue to exhibit robust growth over the medium term (Deloitte, 2015: United Nations, 

2016). Furthermore, China’s non-renewable energy demand is set to continue in to grow 

in the short to medium run (BP, 2017; International Energy Forum, 2015). As such, the 

lynchpin of current trade dynamics is set to continue into the future.  

In this way, the future of the Australia-China trade relationship from a purely economic 

perspective is very bright. Recent years have seen strong growth in trade and the 

descriptive statistics suggest this trend will continue. Both countries export goods in 

which they have relative comparative advantage. Recent years have also seen an 

expansion of the bundle of goods being exported.  

The most vulnerable aspect of bilateral trade is Australia’s export of minerals, but 

China’s demand for mineral resources is set to continue to be strong for the short to 

medium run. Certainly, there has never been a more exciting time to be an Australian 

exporting iron ore to China.  

4.3. SUMMARY 

The discussion above has provided a robust analysis of Australia-China bilateral trade. 

This is the first complete academic analysis of Australia-China trade looking at 

descriptive statistics since ChAFTA written in English. The discussion has focused on 

developing a deeper understanding of the dynamics Australia-China trade with an attempt 

to understand if economic forces are able to account for Australia’s irregular trade 

dependence on China. The ensuing discussion has revealed a range of dynamics of 

Australia-China trade. 
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First, the discussion has supported the well-held belief that the expansion in 

bilateral trade over the 21st Century is due to the rise of China; Australia’s exports are 

largely accounted by China’s growing demand for mineral resources and fuels, whilst 

China’s exports to Australia are a function of China’s industrialization and expansion of 

economic ability. By looking at aggregate statistics and sectorial share of trade, it is clear 

that the mining boom has created significant distributional effects for Australia’s exports 

to China, at a time when China’s exports to Australia have stayed reasonably consistent 

in sector share. 

Second, the discussion on the geography on Australia and China exports 

demonstrated big-small state dynamics. For Australia, increased trade with China has led 

to the overwhelming majority of Australian trading partners to loose share of total 

Australian trade. China in contrast, has seen the opposite effect over the last two decades. 

As China rises, its trading partners are becoming more diversified, where share of trade 

is becoming more equal. 

Third, this section’s major contribution is its new understanding of the 

composition of Australia-China bilateral exports. The thesis produces the first application 

of the HHI index to Australia-China bilateral exports. It reveals interesting phenomena 

not immediately apparent when comparing descriptive statistics over time. The HHI index 

suggests that in recent times Australia-China bilateral exports have become more 

diversified, reflecting a more sophisticated relationship. The growing concern of 

Australia’s trade dependence on China, and specifically dependence on mineral resources 

and fuels is to some extent undermined by HHI scores. 

Lastly, by looking at RCA it is clear that Australia and China are complementary 

trading partners, who export goods in which they have a global advantage. RCA scores 

suggest that there is no trend suggesting that the underlying trade complementarity 

governing trade will not change in the short-to-medium run.  

The ensuing discussion has revealed a range of fresh insights to the Australia-China trade 

relationship. Most importantly, no scholar has published the HHI of Australian exports 

and as such, the revealed information of export diversification for both Australia and 

China is new information. The analysis is clear in suggesting that Australia-China trade 

is based on economic forces.  
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The discussion has led to a clear conclusion: economics fundamentals effectively explain 

the style and form of Australia-China trade. Furthermore, there is no evidence to suggest 

that these forces are going to change in the future. In this way, the analysis partially 

supports the thesis’ core argument that the greatest threat to trade is how the government 

of Australia manages the bilateral relationship. There is limited suggestion from available 

descriptive statistics that suggests that existing trends in trade will dramatically change in 

the near future. 

The analysis reveals a new and under-recognized trend. This trend is the growing 

diversification of Australia-China trade. This may suggest that over the coming years, 

Australia’s exports to China will move significantly beyond minerals and crude materials, 

and China’s exports to Australia will move significantly beyond manufactured goods. To 

date, the rise of China has been very beneficial to Australia-China trade because it is the 

underlying factor contributing to the growth in trade. Ceteris paribus, the future of 

Australia-China looks bright. Trade is set to increase further with a more diverse range of 

goods to be traded.  
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5. AUSTRALIA’S MANAGEMENT AND PERCEPTION OF 

THE RISE OF CHINA 

Whilst the majority of literature on the rise of China thinks about the ex poste outcomes 

of China’s raise, this thesis contents that the process of the rise of China and its effects 

on bilateral relations is equally as important in determining the outcomes of the rise of 

China and its implications for Australia-China trade. By looking at the future of the 

Australia-China trade, the thesis argues that the greatest threat to trade is how the 

government of Australia manages the bilateral relationship due to new forces stemming 

from the rise of China.  

 When looking at the effects of the rise of China on bilateral relations, it appears 

that the rise of China is having a greater effect on Australia than China. The effects, style, 

form and management dilemmas of the rise of China are less contentious and debated less 

in China than Australia. Furthermore, due to the difference in size of the two states, the 

effect of deepening relations is having a disproportionate effect on Australia over China.  

The previous discussion has concluded that by looking at descriptive trade statistics, the 

future of bilateral trade is very good in an economic sense and suggests that the future 

will continue in similar style and form as the past. In this way, there are limited economic-

related threats to the future of the bilateral trade relationship.  

 To evaluate the potential future effects of Australia’s management of the rise of 

China, this section will evaluate some of the key events in recent times. This section is 

divided into three main areas where the rise of China has been most prevalent in Australia. 

These three areas are: Chinese political donations to Australian political parties, Chinese 

investment in Australia and China’s militarization and growing assertiveness in the South 

China Sea.  

This section argues that the management of the rise of China by the government of 

Australia in terms of foreign investment has been suboptimal and reactive to Chinese 

investment. This has led to a more serious adoption of the view that China as is revisionist 

power by the commentariat. This in turn is leading to a declining public perception of 

China and Chinese investment and a declining climate for business. This in turn, may 

cause a problem for Australia-China trade in the future.  
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5.1. PERCEIVED CHINESE POLITICAL INFLUENCE   

Recent years have seen numerous scandals involving Chinese businessmen becoming 

active in funding of Australian politicians and political parties and have led to growing 

concern of Chinese influence on Australian politicians and policy.   

A recent investigation by the Australian Broadcasting Corporation found that China is the 

largest source of foreign political donations to Australia. Between 2013 and 2015, 

businesses connected with China donated $AUD 5.5 million. These donations include 

$AUD 850,000 given to the Australian Labor Party by a businessman who’s registered 

address is shared by a center for retired CCP officials (Uhlmann, 2016). A separate 

investigation by Fairfax Media found that the West Australian division of the Liberal 

Party of Australia received more than $AUD 500,000 in the past two years from Chinese 

businesses and individuals (Murphy, 2016; Uhlmann, 2016).  

The problem of this large quantity of Chinese political donations and perceived influence 

on politicians is illustrated by the scandal involving Labor Party Senator Sam Dastyari. 

In 2016 after exceeding his allocated travel budget, Dastyari asked a businessman with 

strong links to the CCP to pay for the remainder of his travel expenses (Bourke, 2016). 

In effect, Chinese interest groups subsidized the work of the Australian Parliament. 

 The individual who payed Senator Dastyari’s bill, Dr. Zhu Minshen is highly 

regarded in China, is a senior advisor to the University of Sydney’s Confucius Institute, 

has strong connections to Fudan University and is a delegate to CCP’s people’s forum; 

the Chinese People’s Political Consultative Conference.  (Bourke, 2016) 

After Senator Dastyari’s trip, he changed his position in regards to the South 

China Sea and positioned himself against his party’s position. At a press conference for 

Chinese Media, Dastyari supported and respected China’s position in the South China 

Sea dispute. Dastyari further supported China’s position in the SCS dispute at an event 

organized by Dr. Zhu (Hunter, 2016).   

  Senator Dastyari’s change in position is at odds with his own party received broad 

and lengthy consternation. Prime Minister Malcolm Turnbull described Dastyari’s 

actions as “cash for comment” (Murphy, 2016). 

Australia allowing foreign donations is a significant problem for Australia’s domestic 

security service, the Australian Security Intelligence Organization (ASIO). The Director-

General of ASIO, Duncan Lewis warned the heads of Australia’s three main political 
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parties of the national security risks of foreign donations. Lewis argued that ASIO 

believes that donors often act on behalf of the CCP as a means to pursue a long-term goal 

of undermining the Australia-U.S. alliance (Uhlmann, 2016). 

The problem of Australia allowing foreign political donations and the extent to which 

Chinese businesspeople are donating to Australia has caused concern for non-Australians 

too. U.S. Ambassador Berry gave a candid interview in regards to the political donation 

scandal and bluntly expressed his “surprise” and “concern” that Australia would permit 

foreign political donations and directly called for a ban. He went further to outline why 

Chinese donations are particularly concerning by saying: 

“We have been surprised, quite frankly, at the extent of the involvement of 

the Chinese government in Australian politics... There is concern. Our hope 

is that, in resolving this, Australia will consider doing what many other 

democracies have done: that is to protect their core responsibility against 

undue influence from governments that don't share our values” (Bourke, 

2016) 

Australia unlike most developed countries, does not ban donations from foreign interests 

to political parties. According to Institute for Democracy and Electoral Assistance, 

Australia, Italy and Germany are the only G20 countries who allow foreigners to donate 

to political parties (Muller, 2016). 

The recent scandal has led to many commentators to suggest that Australia ought to ban 

foreign donations as it could lead to an integrity crisis for Australian democracy and 

independent decision making (Murphy, 2016).  

 There is a clear need for a meaningful and conscious effort for the government to 

manage policy. Almost every developed state has restrictions on foreign political 

donations in order to stop scandals like the ones mentioned above. The problem once 

again is poor management of the style and form of the rise of China by the government 

of Australia.   

5.1.1. SUMMARY 

There is a clear need for better management of Chinese actions in Australia. It is important 

not just to facilitate a warm economic relationship, but also to not allow scandals to cloud 
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public opinion about the bilateral relationship. As exemplified by the Chinese influence 

in political processes through political donations.  

 Chinese political donations are a function of China’s rise and China’s growing 

economic engagement with Australia. There is nothing legally wrong with Chinese 

donations and in some regards it is to be expected. The problem, therefore is a normative 

one which reflects a clear regulatory failure leads to a perception problem of the rise of 

China and China’s intentions in Australia.  

These political donation scandals have caused significant concern in Australia and have 

been linked to the notion that China is a revisionist power looking to undermine liberal 

democracies and the rules based international order.  

5.2. CHINESE INVESTMENT IN AUSTRALIA 

As the Australia-China economic relationship has deepened in recent years, a host of new 

management problems for government have emerged. The main management problem 

for the bilateral relationship is the increase of Chinese investment in Australia. Chinese 

investment and its broad range of implications has significantly increased in recent 

decades. Since the end of the mining boom, Chinese investment has diversified beyond 

mining infrastructure to services, real estate and manufacturing. This section argues the 

main problem with Chinese investment in Australia is its suboptimal management by the 

government of Australia. This suboptimal management has shown signs of destabilizing 

the relationship and is the most pertinent factor that can influence the future of Australia-

China trade.  The problem with the poor management of Chinese investment is that it is 

leading to negative perceptions about investment opportunities in Australia for foreign 

investors and negative perceptions about Chinese investment in Australia. 

This section will first outline bilateral investment with an emphasis on Chinese 

investment in Australia as it has become a politicized issue. Second, this section will 

provide an overview of the political and social concerns of Chinese investment in 

Australia; the problems, its perceptions and how the issues are shaped by governments.    

5.2.1. THE ECONOMICS OF BILATERAL INVESTMENT   

Chinese outbound foreign direct investment (OFDI) to Australia is new; meaningful 

Chinese OFDI to Australia only began at scale in 2005. An outline of Australia OFDI into 

China and China OFDI into Australia, 2003-2012 is outlined below in Figure 13: 
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Whilst Australia-China bilateral trade has grown considerably in recent years, Australia-

China outbound investment has only grown from China to Australia. In this way, the 

defining trend of Australia-China FDI is China’s increasing investment which at present 

is spread in real estate, manufacturing, services, mineral fuels and others.  

When evaluating Australia’s OFDI to China, Ma et al. (2008) found that it is above the 

equilibrium level and its regional distribution is correlated with economic and policy 

factors. That is to say, Australia is investing more in China more so than its natural level. 

In this way, there is limited scope for Australia to increase its investment significantly 

beyond current levels. Whilst Australian OFDI to China decreased for a period after Ma’s 

paper due to the Global Financial Crisis, it has since rebounded to similar levels as 

previously. Australia’s OFDI to China in low wage manufacturing is less than what many 

outsiders would expect, primarily due to Australia’s lack of domestically-owned clothing, 

tool, and toy companies.  

The majority of Australian OFDI to China is as a means to set up companies for 

more complex goods and services. Australia invests heavily in establishing business 

services to help China transition from a low income to middle income country (Garnaut, 

2010; Holmes, 2016). Australian OFDI into China is an issue of limited political influence; 

it is of a relatively low level and in areas in which Australia has a natural advantage. As 

such, the mutual benefits of Australian investment in China are shared between parties. 

In terms of Australia-China investment, all the action and intrigue surrounds Chinese 

investment in Australia. 
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Whilst Australia’s investment in China has followed a single trend, Chinese investment 

in Australia on the other hand, exhibits two periods and styles. China’s investment in 

Australia has occurred in two phases: the mining boom (2005-2014) and the post-mining 

boom (2014-present). Chinese investment during the mining boom (2005-2014) was a 

period of unprecedented investment as a means for China to quench its incredible thirst 

for natural resources (Garnaut, 2010). China’s investment during this time was a non-

political issue because Australia’s mining sector was perhaps the most competitive in the 

world due to its openness to and history of foreign investment and in this way, Chinese 

investment was not a new phenomenon (Drysdale & Findlay, 2009). Furthermore, the 

mining boom was a period of increased wages and wellbeing for tradesman and those 

investing in the mining sector (McDougall, 2014). As such, Chinese investment was not 

necessarily a bad thing, as it benefited a broad base of Australians and there was genuine 

optimism about the benefits of mining.  

Laurenceson (2008) provides one of the first complete analyses of total Chinese 

investment in Australia. He finds that for the short term, Chinese FDI to Australia will be 

mostly in the natural resources sector as promoted by China’s “Go Abroad” policy.  The 

view that Chinese OFDI is aligned with CCP policy is supported by Gao (2014) who finds 

that China’s FDI to Australia in non-resource sectors relates strongly to Australia’s 

standing in China’s “Go Abroad Policy” and the current style and trends in Chinese OFDI. 

Laurenceson (2008) argues in the longer term, Chinese FDI will expand to include a range 

of projects in state development. He argues the potential for Chinese investment is huge, 

with $USD 2 trillion sitting in savings accounts in China. As China opens, some of this 

money is certain to flow to Australia. 

This increasing diversification and flow of OFDI from China to Australia, as predicted 

by Laurenceson (2008) is beginning to come true and is the best means to understand the 

second stage of China’s OFDI to Australia (2014-present). His characterization of the 

future of Chinese investment in Australia is a good reflection of Chinese investment post-

mining boom. For the last two years, Chinese OFDI has doubled on its previous year and 

diversified, primarily due to the great investment in property. According to the Australian 

Foreign Investment Review Board (FIRB), Chinese individuals intend to invest $AUD 

27, 650 million in 2041-15. During this period, the number of Chinese OFDI approvals 

was greater than any other state. For the period, Chinese firms had 14,715 projects 
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approved and accounted for 59% of all total approvals (FIRB, 2016). China’s investment 

since the mining boom has increased in such scale and scope that China is now, alongside 

the U.S., the major player in foreign investment in Australia. Figure 14 below provides a 

summary of Chinese investment as accounted by the Australian Foreign Investment 

Review Board for 2014-15: 

 

Recent years have shown a large increase in Chinese OFDI and applications to invest to 

the FIRB Board. Chinese investment now includes a significant portion of other sections 

like services and real estate. According to McKissack and Xu, (2016) the available data 

on foreign investment in Australia suggests recent events reflect a broader and consistent 

historical trend Australia’s economic relations. These relations begin with trade and over 

time, investment and deeper forms of connection follow. In this way, the simple narrative 

of increased Chinese investment as a function of the growing sophistication of the 

bilateral relationship can be made. The growing sophistication of the Australia-China 

economic relationship is a simple reflection of the nature of an increasingly close 

economic relationship. In this way, the trend of Australia-China economics reflects a 

similar narrative to that of Australia’s other major trading partners. That being said, the 

Australia-China economic relationship is becoming increasingly problematized due to the 

broader area in which Chinese investment is taking place.  

The broader problem of increased Chinese investment is beyond economics. The issue of 

Chinese investment has become a salient political issue in recent times. This thesis argues 
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that this is due to suboptimal management of Chinese investment and domestic Australian 

political problems.  The following section will outline the politics of Chinese investment 

in Australia.  

5.2.2. THE POLITICS OF CHINESE INVESTMENT 

Chinese investment in Australia has become a significant political issue. The reasons for 

this largely lie outside the control of Chinese investors. The Government of Australia has 

been lax in its regulation and approach to managing foreign investment. As a consequence, 

Chinese investment has become a political issue in which the problem has the potential 

in the future to damage the Australia-China relationship in a broad sense and Australia-

China trade specifically.  

The notion that Chinese investment is now a political issue is reflected in three 

strands of contemporary Australian political discourse. These three strands are housing 

affordability, national security and perceived foreign influence in political processes. 

These three strands will be explained below.  

5.2.2.1. HOUSING AFFORDABILITY  

The first strand is the problem of housing affordability in Australia, and more specifically 

in Melbourne and Sydney. Housing affordability has emerged as a major political issue 

in response to booming demand, restrictive zoning laws restricting supply and skills 

shortages within the housing industry (Beer, et al., 2007). The major problem for housing 

supply is its urban sprawl and strict regulations on height of building in residential areas; 

generally no more than 2 stories have led to a government-restricted under supply of 

housing (Irvine, 2016). Beer, et al. (2007) argues that government zoning policies have 

decreased supply and therefore increased housing prices. Since 2009, housing prices in 

Sydney have doubled and prices in Melbourne have increased by 90 per cent.  

The increasing price of housing is problematic for young and low income earners 

because not only is it difficult to be in a position to buy a house outright, the cost of rent 

is increasing in line with real estate prices. Australian Treasurer Scott Morrison 

recognized the difficulty of home ownership and observed that people are putting off 

buying a house and having children in order to save money for the future (Duffy-Jones, 

2015). As Mason (2014) observes, housing affordability is a social issue which in the 

future could become a social problem (Mason, 2014). 
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This problem in the context of increased Chinese investment has led some commentators 

to argue that Chinese investment is increasing the price of housing (Smyth & Yang, 2017) 

and making it harder for young people to enter the housing market. This idea is supported 

at least impartially through statistics on real estate sales. From 2012-2014, China’s 

investment in Australian real estate grew by 60 per cent (Jackman, 2014). Recent statistics 

show that foreigners are buying new housing in the Australian states of New South Wales 

and Victoria at a rate of 20 per cent of all new housing. In 2016, 80 per cent of properties 

sold to foreign buyers came from greater China (Robin, 2017).  In this way, the 

commentariat often links housing prices to Chinese investment. In many ways, the 

politicized problem of Chinese investment is a problem of public understanding of 

broader failings by government bodies.  

Although foreign investment is often seen as a major contributing factor to housing 

affordability, the issue has much more significant regulatory failings which have caused 

the current problem. Foreign investment in Australia has two problems, the first is a 

regulatory problem and the second is public understanding of regulation regarding foreign 

property ownership.  

Verrender (2015) argues that Australian authorities currently have all the 

regulatory tools to restrict foreign bids on Australian property. He argues there is a 

broader indifference in the Department of Immigration, Foreign Investment Review 

Board, Australian Tax Office and the banking regulator; the Australian Prudential 

Regulatory Authority to fulfill their legislative requirements to regulate and evaluate 

foreign real estate sales. That is to say, the problem with foreign demand increasing house 

prices is not a problem of under regulation, but rather, a problem of existing regulatory 

structures not doing their job. To illustrate this point, the example of FIRB practice will 

be outlined. Under Australian law, foreigners are only permitted to buy new properties 

after approval from the FIRB. But this approval process is a mere formality; in 2011-2012 

only 13 applications were denied (Verrender, 2015). In this way, despite housing 

affordability being a serious problem over the last decade, the FIRB has allowed the 

market for Australian homes to increase thereby increasing the price.  

 Furthermore, there appears to be wholesale misunderstanding of limits of foreign 

property ownership in Australia and the role of government in supporting a broader base 

of demand as Deutsche Bank economist Phil O’Donaghue states: “The point that gets lost 

in this debate very often is that nobody focuses on the rules, which are pretty clear for a 
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foreign investor” (Mason, 2014). In this way, a reasonable argument can be made that 

suggest that foreign demand is not the major factor influencing second-hand house prices. 

Beyond foreign demand for Australian property, there is a host of domestic factors 

positively influencing the price of housing. The most pertinent issue is negative gearing. 

Negative gearing is where the interest an individual is paying on a house loan as a rental 

property is more than the income received from the property. Despite making a loss, 

negative gearing is popular for two reasons. First, in Australia’s housing climate it is 

likely that the capital gains on the property will exceed all losses in the long run. Second, 

a negatively geared investment creates significant tax concessions. A 2016 Australian 

parliamentary inquiry into housing affordability found that negative gearing significantly 

contributes to the recent increase to the price of real estate (Knight, 2016). Negative 

gearing is a serious political issue, where it is common knowledge and accepted by both 

the parliament and the public that negative gearing inflates house prices and creates 

significant barriers to entry for new home owners, but no political or legislative action 

has occurred.  

5.2.2.2. HOUSING AFFORDABILTY AND AUSTRALIA-CHINA TRADE 

Whilst housing affordability has been a significant social and political problem in 

Australia for the last two decades, the problem has been left unresolved by numerous 

governments. There is public perception and frequent reporting of foreign purchases of 

real estate, there are broader regulatory problems. These problems are twofold. First, 

foreign applications to buy homes are not being reviewed properly and therefore 

increasing the demand and cost of real estate. Second, enduring bad policies like negative 

gearing are more important factors influencing real estate prices. The problem for Chinese 

investment in real estate is perception of its increases in house prices, in the context of a 

poor regulatory and policy context.  

This problem of perception of Chinese investment in real estate being a significant factor 

in housing prices has the potential to create a widespread bad public image of China in 

Australia, which could lead to adverse effects to trade; Australians may be less willing to 

buy Chinese goods, for example. Furthermore, this could lead to a broader unfavorable 

climate for Chinese economic activity in Australia. The problem of a broader unfavorable 

climate for Chinese economic activity in Australia is showing signs of becoming 
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established, due to a range of Chinese investments in Australia being blocked by the 

Government of Australia on national security grounds.  

5.2.2.2.1. SUMMARY 

The problem of perceived Chinese influence on Australian political processes has been 

coupled with broader concerns over how the rise of China is effected the everyday lives 

of Australians. This influence is perfectly exemplified in Chinese investment in 

Australian property as perceived to be distorting housing prices and making them out of 

reach for low income earners in the biggest cities. But, the problem of housing 

affordability is multi-faceted, with problems like poor zoning and negative gearing posing 

more significant problems than Chinese investment. In this regard, the problem of 

Chinese investment in real estate is a management problem in a broader set of regulatory 

failings. This section has argued that procedures and standards which consider the 

national interest is not being followed as required by the FIRB have facilitated Chinese 

investment in real estate despite the problems of housing affordability.   

 The way that the Government of Australia is dealing with the rise of China in 

regards to Chinese investment in real estate is poor. The government has failed to manage 

Chinese purchases and this had led to a lessened public perception of China.  

5.2.3. NATIONAL SECURITY AND CHINESE INVESTMENT IN 

INFRASTRUCTURE  

The second strand of problems regarding Chinese investment in Australia relates to the 

notion of national security implications of Chinese investment in infrastructure. Chinese 

firms have a growing appetite for Australian infrastructure and other high-price assets. 

These assets are usually in areas in which China desires to secure the asset for economic 

purposes. These assets however, often have broader national security considerations 

which have problematized investment relations.  

 Despite this, the way that Chinese investment by firms and individuals has been 

managed has deteriorated the investment climate for Chinese investment. This is largely 

due to the mismanagement of Chinese investment by the Government of Australia. To 

explain this dynamic, the examples of the blocked S Kidman & Co cattle station sale, the 

Port of Darwin lease and blocked sale of Ausgrid electricity infrastructure in New South 

Wales will be explained.  
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5.2.3.1. S KIDMAN & CO 

The fiasCo surrounding the sale of S Kidman & Co cattle station reflects the 

unprecedented ability of Chinese individuals and companies having sufficient cash to 

outbid others on some developments. The S. Kidman & Co cattle station sale is a very 

low productivity plot of land in central Australia. The cattle station is huge; over 100,000 

square kilometers; approximately 2.75 times larger than Taiwan. The cattle station 

occupies 1.3% of total Australian land and 2.5% of Australia’s agricultural land. In April 

2016, the Government of Australia blocked the sale of the cattle station to an investment 

group with 80% stake from Dakang, a Chinese company because, as Treasurer Scott 

Morrison said, it “may be contrary to the national interest” (Chan & Taylor, 2016) 

Morrison provided three reasons for blocked sale: 

1. The property portfolio is so big that it does not allow for a competitive tender 

process 

2. Eleven individual properties were collected together and sold as one individual 

piece of land, making it harder for Australians to make a bid 

3. The bid may undermine public support for foreign investment in agriculture 

(Laurenceson, 2016). 

In this way, the reasoning for the blocked sale considers equity and domestic factors. 

Deputy Prime Minister Barnaby Joyce went further the say that “there are vastly stronger 

restrictions in basically every nation on earth” and Australia now has “the right to say no” 

(Karp, 2016) to foreign investment in some areas. In this way, the justification for the 

blocked sale is in some regards vague and may imply the future requirement for 

Australian bids on large scale sales.   

The main problem however, is the incomplete justification for the blocked sale by using 

the notion of “national interest”. Australia already has national interest test provisions, 

but these were not used to evaluate the sale. Rather, the central idea surrounding the 

blocking of the sale is the uncompetitive tender process. That is to say, those Australian 

companies failed to put forward a competitive bid and therefore this is bad for the national 

interest. In doing so, some commentators have suggested that the government has put 

forward a new policy objective or means to evaluate foreign investment. This new 

objective is for Australian firms to have substantial involvement in the bidding process.  

This notion of participation of Australian actors is unusual for Australia; local ownership 
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preconditions only exist in sensitive sectors like media. By bringing about a de facto local 

ownership policy for agriculture, the blocked sale is one of the most significant foreign 

investment decisions in recent years (Wilson & Kazakevitch, 2016). 

 Some commentators in critique of the blocked sale have suggested that “just about 

all countries show a mix of paranoia and parochialism, perhaps with a touch of racial 

prejudice, in their attitude to foreign investment. But in the end Australia lets almost all 

of it happen” (Grenville, 2015). 

The justification of the “national interest” is further problematized by the nature of 

Australia as a trading nation and strong supporter of liberal economic systems. Australia 

has a clear national interest in attracting investment and developing well understood and 

stable regulatory frameworks that encourage mutually beneficial investment. 

Furthermore, it is in Australia’s national interest to develop an ever-improving 

relationship with China and national interest in developing agricultural land (Berg, 2016). 

The blocked sale of S. Kidman & Co land to Chinese investors reflects the Government 

of Australia’s problems with Chinese investment. On the one hand, the Government of 

Australia strongly supports foreign investment. On the other, the government is largely 

struggling to deal with the scope, scale and potential motivations of Chinese investment.  

Furthermore, it reflects the poor management of the process by the Government 

of Australia and reveals a fundamental mistrust or malaise with Chinese investment. In 

many ways, the problem lies with the government’s understanding of Chinese investment 

and its place in Australian society. The blocked sale was a response to the bid, but the 

Government of Australia should be proactive in understanding these dynamics and the 

imperative to do a better job in regulating investment.  

It is clear a better framework for international investment must be created. 

Australia needs to do a better job at welcoming foreign investors and explain to domestic 

audiences why foreign investment is a beneficial. Moreover, Australia needs to better 

explain a clear policy and rules regarding foreign investment. If this does not occur, 

Australia risks becoming “hewers of wood and drawers of water” (Grenville, 2015). 

5.2.3.2. THE PORT OF DARWIN 

In September 2015, Chinese energy and infrastructure group Landbridge leased the Port 

of Darwin for $AUD 506 million. Landbridge beat local and international companies’ 

bids to operate the port after it was privatized by the Northern Territory government 
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(Wiggins, et al., 2015). Landbridge will invest $AUD 200 million in the port over the 

next three decades with an emphasis on tourism with Asia. Furthermore, Landbridge is 

planning to build hotels and other tourism infrastructure in Darwin (Wiggins, et al., 2015). 

The sale of the Port of Darwin did not need approval by the FIRB and was reviewed by 

the Department of Defense (Wiggins, et al., 2015).  

The leasing of Darwin Port led to greater tension between Australia, China and the U.S., 

as the U.S. stations a few thousand active marines in Darwin (Smee & Walsh, 2016) at a 

time when Australian ports and transport infrastructure more broadly is a target for 

Chinese investment as China rolls out its maritime silk road initiative.  

The main problem with Landbridge’s lease of the Part of Darwin is the emergence of the 

company’s ties to the CCP and the People’s Liberation Army (Wiggins, 2016).  This 

problem is in the context of the feasibility of balancing a Chinese company-owned port 

with the increase in military activity in and around the port by the Australian navy, 

Australian Boarder Force and the U.S. Marine Corps, who all use the same harbor (Barnes, 

et al., 2015).  

 The U.S. was concerned that it was not consulted and in response to the sale said 

that it was worried that China’s “port access could facilitate intelligence collection on 

U.S. and Australian military forces stationed nearby” (Perlez, 2016). The Australian 

newspaper revealed a leaked U.S. State Department poll about Australian’s views on 

Chinese investment in port infrastructure. The poll, conducted by the Office of Opinion 

Research within the Bureau of Intelligence and Research of the U.S. State Department 

suggests the majority of Australians view Landbridge’s lease as having some risks to 

national security (Brown, 2016). In response Australian Prime Minister Malcolm 

Turnbull dismissed U.S. concerns about the sale, suggesting that he did not understand 

U.S. concerns because there was nothing secretive about the sale (Murphy, 2015).  

In academic circles, the problem of the Port of Darwin lease was considered more 

strategically. Wade (2015) argues that the lease of the Port of Darwin feeds into China’s 

global strategic aims and Australia’s choice to ignore this has hurt Australia’s strategic 

outlook. In this way, he links the Rise of China to the lease of the port. He argues that 

“China’s dream” is to reassert Chinese political and economic primacy over its neighbors 

that it enjoyed for over a millennium. This dream reflects China’s efforts in the South 

China Sea, South East Asia more broadly and its actions with Australia and New Zealand. 
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In this case of Australia, “China’s dream” explains China’s aggressive pursuit of 

infrastructure and mirrors China’s strategic imperatives (Wade, 2015). In this way, Wade 

and others employ a similar interpretation to the sale of the port of Darwin to the approach 

to the rise of China that believes China is a revisionist power.  

Peter Jennings, head of the Australian Strategic Policy Institute argues that there 

is a deep Chinese interest in understanding how Western militaries operate at the micro 

level. In this way, Australia needs to review how Australia takes account of its national 

security interests (Barnes, et al., 2015). Furthermore, the opposition Labor Party believes 

that all Chinese investment should be reviewed by the FIRB (Brooks, 2015). 

Others have argued that the security dimension argued above is excessive. Stuart (2015) 

makes a simple point, suggesting that China is Australia’s biggest trading partner 

therefore has a tangible interest in protecting sea lines. Furthermore, he posts a pertinent 

question: why would China invade Darwin if it already owned the port?  

Others pointed to the domestic context of the sale of the port. The Northern Territory 

government requested funding from the federal government of Australia to upgrade the 

port 14 times and was rejected every time. The Northern Territory government, in a state 

of fiscal deterioration saw the lease of the port as a means to become more self-sufficient 

(Smee & Walsh, 2016). Furthermore, a parliamentary inquiry showed that the Northern 

Territory government rushed the sale in order to secure funds to raise money for new 

projects before the next election (Perlez, 2016). 

China weighed into this discussion to insist that Australia has nothing to worry about, 

pointing to a potentially bigger problem of increased U.S. military presence in Australia. 

The CCP’s position is that the investment by a Chinese company is a standard business 

action which complies with Australian laws, international rules and liberal economic 

principles. Furthermore, the CCP views the investment positively, suggesting it will bring 

enormous economic benefit to both states and encourages all parties to look at Chinese 

investment “objectively and rationally” (Betts, 2016). 

It is clear that the lease of the Port of Darwin was flawed and poorly managed. The rushed 

sale, state-level motivations, location and perceived strategic importance of the Port of 

Darwin has led to significant debate and a wide range of interpretations. It has led to 

significant controversy in the Australian strategic community and generated considerable 
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discussion of the adverse strategic effects. This discussion has the potential to cloud future 

discussion and interpretation of economic exchange between Australia and China.  It also 

reveals a misunderstanding of the nature of Chinese companies and China’s strategic 

goals. (Zhang, 2015). 

5.2.3.3. AUSGRID 

In August 2016 Treasurer Scott Morrison, on behalf of the Government of Australia 

blocked the sale of the state government owned electricity distributor Ausgrid to a 

Chinese-led investment group. The problem for the government, was the result of the sale 

would be 50.4 per cent of Sydney’s electricity poles and wires leased to international 

companies based in China and Hong Kong (Pascoe, 2016). The Government of Australia 

went to great lengths to argue the blocked sale was not anti-China based. Mr. Morrison 

argued the reason for blocking the sale was national security reasons: “making this 

decision, national interest concerns have been paramount. They relate to the transaction 

structure as currently proposed and the nature of the assets" (Massola & Nicholls, 2016). 

Minister for Trade and Investment Steve Ciobo went further to explicitly suggest the sale 

was not anti-China: “Ausgrid decision pertains to the asset itself, not to the potential 

owners” (Hutchens, 2016). 

 Beijing was unconvinced of the justification for the blocked sale, and this view is 

supported by many who view the blocked sale as hurting the relationship and potentially 

diminishing good favor from the CCP and Chinese businessmen (Laurenceson, 2016). 

China’s official Xinhua news agency published an editorial in English which argued the 

blocked sale on national security grounds was "absurd and almost comical" and it could 

transform into a "toxic mindset of China-phobia". (Wen, 2016). 

The question of potential secondary motives of Chinese ownership of some of Australia’s 

energy infrastructure was consequently debated by think tanks and prominent academics 

in Australia. Peter Jennings, Executive Director of the Australian Strategic Policy 

Institute argued that Australia must not be naïve in regards to Chinese investment in 

infrastructure, especially when the company bidding is CCP owned. Jennings links the 

risk of Chinese stake in Australian infrastructure to China’s assertiveness in the South 

China Sea arguing that “China's aggressive behavior in the South China Sea shows that 

Beijing operates according to its own strategic priorities” and “flouts the rules-based 

global order that is so central to Australian security” (Jennings, 2016). Bergmann (2016) 
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adds on this geopolitical approach to China’s intensions to argue that Australia should not 

make investment decisions with the belief that Australia will always be able to rely on 

active U.S. involvement in the region.  

Australia appears to have some confusion about Chinese corporations, or assumes that 

state-owned enterprises are inextricably linked to the CCP and its regional expansion 

strategy. Hawes (2007) argues that this confusion or assumption is based on a biased 

world view that supposes Chinese investment is primarily a threat, especially vis-à-vis 

other foreign investors or traditional Australian allies. Hawes goes on to suggest that this 

confusion or assumption can only lead to exacerbating regional tension which is rooted 

in the U.S.-China rivalry.  

The preoccupation of some like Jennings who view everything related to China in 

the context of China as a strategic rival or foe is at odds with Australia’s official standing 

with China as a “Comprehensive Strategic Partner”. Australia-China cooperation is 

deepening and tangible efforts are being made to improve the relationship. Furthermore, 

this view seems to neglect or not fully grasp the significance of Australia-China economic 

ties broadly, and Australia-China investment ties specifically. Chinese investment has 

been good for Australia, as has been trade. The problem however, is if the benefits of 

trade outweigh Australia’s dependence. Chinese investment brings about needed cash to 

state and Federal governments which are experiencing a state of fiscal dismay since the 

Global Financial Crisis. Chinese investment has transformed the Australian economy, 

although it needs to be encouraged and managed in a more thought out and transparent 

way. In some ways, the main problem of Chinese investment is in its neglection by the 

government of Australia. 

Certainly, a robust national security test is required for foreign investment and the 

problems involving the failed Ausgrid sale reflects an urgent need to improve the national 

security test for foreign investment and more importantly, the need for the FIRB to do an 

improved job of informing states and companies of conditions, expectations and limits to 

investment to better improve expectations and information for investors. At the very 

simple level, if the “nature” of the asset was the core reason for the blocked sale, why 

was the Chinese investment group able to bid on it in the first place?  

 This position is supported by former Foreign Minister and Professor at Australia 

National University Gareth Evans, who argues that the government must avoid entering 
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a cold war mindset with China and clear investment rules and guidelines are urgently 

needed to secure Australia’s long term interests (Murphy, 2016). 

5.2.3.4. SUMMARY 

The problem with the current dynamic is once again, that the government is responsive 

and not proactive to the nature and style of Chinese investment. That is to say, the problem 

with Chinese investment is regulatory framework failures and furthermore, a failure to 

create an investment climate which encourages and facilitates investment in areas which 

the Government of Australia wants. 

It appears that in a broad sense the Government of Australia is ill-quipped to deal 

with the consequences of the rise of China in terms of investment in Australia. Certainly, 

it is clear that the management of major Chinese investment has been poor, as exemplified 

by the three case studies. As discussed in the context of these case studies, there is a clear 

need for the government to better define, articulate and manage Chinese investment to 

foster a better bilateral relationship.  

 The poor management has led to discussions surrounding the motives of Chinese 

investment and a significant amount of discourse arguing against Chinese investment 

through the prism of the China as a revisionist power approach. This has led to a common 

argument by Jennings and others that draws a direct link between Chinese investments in 

Australia with China’s actions in the region.  

The poor management of the rise of China is to some extent contributing to declining 

perceptions of China, the benefit of its investment and China’s broader strategic goals in 

the region. The Lowy Institute poll has found that over the course of the past 4 years, 

public perception of China in these 3 areas has been in significant decline (Oliver, 2016). 

In this way, discussion about Chinese investment in Australia is directly linked to 

broader debates and anxiety surrounding China’s supposed assertiveness and revisionist 

aspirations in the Asia-Pacific.  

5.3. CHINA’S GROWING ASSERTIVENESS AND IMPLICATIONS FOR 

AUSTRALIAN PERCEPTIONS 

As China is rising, as are its interests in the region. China is becoming an increasingly 

active player in a range of areas where traditionally China was inactive. China’s 

assertiveness in the South China Sea, increasing regional investment and increases in 

military expenditure are changing the way in which China is being perceived and 
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understood around the Asia-Pacific. Australia, as an active middle power and trading 

nation is acutely aware of changes to the Asia-Pacific and these events all influence 

decision making. These international events have informed and influenced Australian 

perceptions of the rise of China, as seen in the previous discussion. The following section 

will discuss China’s growing assertiveness in the South China Sea and its military build-

up. This section argues that the concerns surrounding China’s assertiveness in the South 

China Sea and military build-up are being included in discussion around China’s 

investment in Australia because China’s investment is being poorly managed leading to 

a series of scandals as mentioned above.  

5.3.1. CHINA’S ASSERTIVENESS IN THE SOUTH CHINA SEA 

The implications for the rise of China exceed one level of analysis. China’s economic 

development is having effects on national, international and regional levels. To develop 

a better understanding of what the rise of China means for Australia, key thinkers often 

contextualize Chinese actions in Australia into the broader context of China’s actions and 

perceived strategy in the Asia-Pacific. As such, a popular relationship between Chinese 

actions in Australia, especially those of Chinese state-owned enterprises is to link it to 

China’s recent assertiveness in the South China Sea (SCS).  

 This section is outlined in the following ways. First, an overview of China’s recent 

actions in the SCS will be outlined. Second, this section will argue that China’s actions 

in the SCS have fundamentally changed Australia’s understandings of China’s actions 

and ambition in the region. China’s actions have been used as a base to link the core ideas 

of rise of China literature to the Australian context of Australia-China relations.   

5.3.1.1. RECENT ACTIONS BY CHINA IN THE SOUTH CHINA SEA 

Kaplan argues that the SCS is “as central to Asia as the Mediterranean is to Europe.” 

(2014, p. 39) $USD 5 trillion in goods passes through the South China Sea every year 

(Crabtree, 2016) and free and stable shipping lanes are essential to the energy security 

and broader economic security of most states in the region.  

China claims ownership of almost all of the SCS, amid competing claims from Malaysia, 

the Philippines, Taiwan and Vietnam.  For Kaplan (2014) the SCS is becoming the most 

contested body of water in the world. China’s unilateral actions in island building have 

made the previously assumed diplomatic solution impossible. Prior to island building by 

China and other states, there was a long-term assumption that settlement of the SCS 
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dispute would occur through diplomatic and international law mechanisms. (Simon, 2012; 

Townsend-Gault, 1998: Snyder 1996) The last decade has seen China’s efforts reclaim 

islands and build transport or military infrastructure on the disputed islands, as 

documented publically by the Asia Maritime Transparency Initiative.  

 China has used naval, private and commercial means in enacting upon its claims 

in the SCS. China is using the power of insistence to make Southeast Asia accept its 

claims in the SCS by making marginal encroachments which do not justify a military 

response. (Raymond, 2015) China already occupies many islands; the majority of the 

Spratlys and 8 features of the Paracels leading some academics to claim that a great wall 

of sand has been created (French, 2015). Island building is a new kind of provocation 

which is challenging the resolve and principals of states in the region. In turn, the U.S. 

and other nations have become increasingly concerned with China’s efforts to circumvent 

international law, norms and processes.  

In trying to understand the causes China’s for actions in the SCS, many scholars link it as 

a consequence of China’s economic development and its current size advantage over 

other SCS claimants (Yahuda, 2013; Kaplan, 2014; Morton, 2016). In this way, the clear 

link between the rise of China and China’s assertiveness in the SCS can be made.  

Recent developments in the SCS are contributing to Australia’s increasingly 

challenging, uncertain and complex security environment. This is due to primary risks on 

Australia’s economic wellbeing and secondary effects on the centrality of international 

law in Southeast Asia and the security of Australia’s allies and partners in the region. 

Many scholars believe Australia’s stake in the SCS goes beyond economics and includes 

security dimensions which are problematized by China’s challenge the rules-based 

international order in the SCS.  

 In the context of the thesis, China’s actions in the SCS is strong evidence used by 

those who adopt the view of that China is a revisionist power who argue that Chinese 

investment and interaction in Australia has a deep strategic element. This linking of the 

rise of China, China’s actions in the SCS and Chinese investment is a problematic 

narrative for trade.  
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5.3.1.2. AUSTRALIAN VIEWS OF CHINA AND THE SOUTH CHINA SEA 

China’s actions in the SCS have fundamentally changed Australia’s understandings of 

China’s actions and ambition in the region, causing broader mistrust of China’s actions 

and justifications.  

 There is an increasing concern within the government of Australia that China is 

destabilizing the SCS and forcing militarization of the region. Such views have been 

espoused by Department of Foreign Affairs and Trade Secretary Peter Varghese, Defense 

Secretary Dennis Richardson and Head of the Prime Minister’s Department Michael 

Thawley. (Bisley, 2015) This concern is reflected by advocacy of Australia’s Foreign 

Minister, Julie Bishop to “consistently articulate our interests in the maintenance of peace 

and security in the region.” (Bishop, 2015) 

 The Government of Australia 2013 Defense White Paper argues unilateral actions 

in the SCS increases the risk of destabilizing strategic competition and recognizes the 

SCS as a flashpoint. It suggests that the overlapping of territorial claims and resource 

imperatives increases the risk of miscalculation in the SCS. It argues the need for a Code 

of Conduct consistent with international law. The paper outlines Australia’s interests in 

the SCS as the peaceful resolution of disputes in accordance with international law. 

(Government of Australia, 2013) 

In a sense, Australia views the world through Southeast Asia. This is exemplified in 

Australia’s strategic conceptualization of the world and increasing use of the concept of 

the Indo-Pacific. This conceptual use is a response to how technological advancement 

and globalization has created a new security environment for Australia. Australian 

strategic thinkers are reassessing Australia’s geographical place in the world. Australia 

has historically benefitted from isolation, but Australia’s proximity and relevance to Asia 

has never been greater. Changes to the security environment in the SCS have important 

effects on Australia’s interests in direct and indirect means. Australia has begun to tacitly 

recognize this, as seen through reconceptualization of regions to emphasis the Indo-

Pacific. Australia is an outward-looking country with a focus on Southeast Asia and 

beyond. China’s actions in the SCS are having a strong effect on conceptions of the rise 

of China, China’s support for international norms and its broader strategic goals. 

Furthermore, these concerns are exacerbated by the broader context of China’ actions in 

the SCS: its military build-up.  
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5.3.2. CHINA’S MILITARY BUILD-UP 

China’s military build-up and modernization during the 21st Century has led to significant 

commentary in regards to its implications for regional and global security, and what it 

signifies about China’s rise. Recent years have seen a sustained effort by China to increase 

military spending as illustrated in Figure 15 below.  

 

China’s military expenditure is now the second largest in the world, behind the U.S. 

Figure Fifteen above tries to place China’s military expenditure in a more comparative 

context. Whilst South Korea has deep security problems, Thailand has similar GDP per 

capita, India is second to China in population, and they all collectively do not come near 

China’s expenditure on military.  

 Over the past 20 years, China’s military expending has almost always been greater than 

GDP growth. But this does not mean that China’s military will become a first-class 

military with global capability over the coming decade. China’s military modernization 

however, is beginning to influence the balance of power in Asia (Shambaugh, 2005). In 

the coming decades, China will become a military peer to the U.S. to some extent, and 

the implications of this are unclear (Cordesman, et al., 2013).  

Bitzinger (2015) argues that China’s military expenditure does not bode well for 

regional security in the long run. He argues that as China’s military becomes more 

powerful, the CCP, powered by hubris is becoming increasingly aggressive in the region. 

This may lead to significant push back by the U.S. 
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A good summary of the region’s concerns about what China’s militarization 

means was expressed by Thompson (2010). He observes that China’s sustained military 

efforts have led to the understanding of increasing ability of China to challenge the U.S., 

but this however, does not reveal China’s willingness to use military force. This dynamic 

of uncertainty surrounding China’s military spending and potential willingness to use 

force is the focus of analysis in Australian discussions.  

5.3.2.1. AUSTRALIAN PERSPECTIVES ON CHINA’S MILITARY BUILD-UP 

Wroe (2014) observes that China’s military might is Australia’s new defense reality. 

China’s active efforts in modernizing its military are half-way towards proper blue water 

navy and this expanded capacity for power projection should be considered by 

policymakers. Layton (2017) goes further to argue that China now has the strategic 

initiative in Southeast Asia due to its advanced air power.  China’s capabilities in the 

region supersede all ASEAN states. This “new reality” must be understood by not just 

policy makers, but the broader public.  Terrill (2016) goes further to argue that China’s 

militarization is linked to national pride and CCP narratives of China’s rise in the context 

of coming out of the century of humiliation. He makes a similar argument to the rise of 

China to argue fundamental differences between China and the West in regard to political-

economic systems and national outlook will result in a fundamentally more aggressive 

China, fewer adherences to international law and a more unstable region. In this way, this 

position uses similar arguments to the position on the rise of China that believes China is 

a revisionist power.  

The other major approach to China’s militarization views China’s military capability in 

the context of its domestic limitations and approaches understanding of China’s military 

might from a different perspective. This perspective aligns with the view of the rise of 

China as supporting the international system. Dr Geoff Raby, Australia’s former 

ambassador to China believes that China is constrained from using its military in a way 

that overturns the international order due to a range of constraints. These constraints 

include the geography of the region and more importantly, China’s dependence on a 

stable international economic system for its economic development. Dr Raby 

simplistically argues that China cannot disrupt the world through military means, because 

it needs stability for strategically important imports and to secure foreign markets as a 

destination for exports (Raby, 2017). Gelber (2012) argues that Australia should not 



 

79 

 

worry about China’s military build-up. He argues that the reason for China’s military 

expansion and modernization is primarily for domestic purposes. This is due to the 

misguided national sense that China must be strong to deter foreign control. Furthermore, 

China lacks friends in the world so must rely solely on itself for its security.  

 Others like Conley & Pyman (2016) argue that the concerns of China’s military 

buildup are misguided because China is an active and responsible stakeholder of the 

international order. As an active participant and supporter of the international system, 

China’s military build-up should not concern Australia’s strategic outlook.  They argue 

that China’s active involvement in the G20 and hosting the G20 in Hangzhou in 

September 2016 reflects China’s commitment to the existing international order.  

 China’s recent bad behavior and circumventing of international norms and rules 

may reduce the power of this point. One such example was the debacle surrounding the 

Kimberly Process. China interrupted the opening ceremony and recognition of 

Indigenous Australians during the opening ceremony of the meeting to stop blood 

diamonds to protest Taiwan’s participation. This blatant effort to disrupt the process 

reflects China’s selective support for international norms (Reilly, 2017) and incredible 

disrespect to another people’s culture and heritage.  

5.3.2. SUMMARY 

China’s international actions have been noticed in Australia. China’s assertiveness in the 

SCS and military build-up is causing Australian academics, commentariat and 

policymakers to evaluate what this means for Australia’s interests, and assumptions about 

China’s goals and interests.  

It is clear that China is circumventing international law and generally in a stage in 

significant military modernization. This discussion is pertinent in a strategic sense, but is 

disjoint from the business and investment decisions of Chinese firms and individuals. 

These two points of discussion have merged into one anxious body of text that tends to 

link the actions of China; the CCP with Chinese companies and individuals. This link is 

caused by a poor management of Chinese investment, as outlined in section 5.2. The 

problem is that this blending of Chinese business and the CCP’s potential strategic 

intention is causing a level of tension which has the potential to create a climate 

unconducive to trade and economic exchange. That is to say, the business and economic 

climate between Australia and China should be fostered and supported in ways which the 
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rise of China can be harnessed and channeled by the government of Australia into areas 

of mutual benefit. 

In sum, China’s growing assertiveness in the SCS and military build-up is poorly received 

in Australia. In particular, China’s actions in the SCS are interpreted as a blatant effort to 

ignore international law and norms and rather, begin to exert its size on smaller neighbors.  

The consequent concern in response to these actions is having a meaningful 

change in public perceptions on China. This is exemplified by the Lowy Institute annual 

poll, which found 79% of respondents believe China’s military actions have a negative 

influence on the region. Furthermore, since 2010, there has been growing concern over 

China’s military intensions rising from 40% to over 60%. Overall sentiment to China has 

been in steady decline since 2013 (Oliver, 2016). If this is unchecked, this has the 

potential to impact trade in the future. 

5.4. SUMMARY  

This chapter has demonstrated a distinctly different understanding of the Australia-China 

relationship. By looking beyond descriptive statistics, a different understanding of the 

dynamics of trade can be formed. 

 This section has looked at three trends in the broader Australia-China relationship 

and resulted in an argument with the view that the management of the rise of China by 

Australia has led to a series of problems and an unfocused discussion of what the rise of 

China and Chinese investment means. Chinese political donations to Australian political 

parties, and the problems of Chinese investment in Australia in terms of housing prices 

and supposed national security has been poorly managed by the government of  Australia 

in a reactive and generally suboptimal manner. This poor management of these aspects 

of the rise of China has led to a broader discussion arguing around the idea that China is 

a revisionist power which has led to a change in perception by the Australian public, as 

referred to in section 5.3.2. 

 In this way, the government of Australia’s management of the rise of China has 

deteriorated the relationship and the conditions for economic exchange. This is counter-

productive to the economic orientation of Australia and the future of Australia’s economic 

wellbeing. As such, a range of recommendations will be outlined in the following chapter 

to bring about better management of the rise of China in the Australia-China context.  
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6. CONCLUSION 

The ensuing discussion has led to an interesting discussion of the state of Australia-China 

trade and the potential factors which may influence trade in the future. In this section, a 

range of recommendations for both Australia and China will be outlined to help create a 

system where both Australia and China benefit from the rise of China. This section then 

goes on to outline a range of implications from the analysis for Australia, China and the 

Asia-Pacific. These implications place the key findings of the thesis into the literature and 

demonstrate the utility of the thesis. Lastly, this section will close off the thesis by 

concluding the discussion and core arguments.    

6.1. RECOMMENDATIONS 

The rise of China is something which must be managed and molded by governments to 

ensure the consequences bring mutual benefit. This thesis has demonstrated clear 

management failures by government and the need for better policies. These management 

failures add uncertainty to the future of Australia-China trade. This section will provide 

a range of recommendations for the governments of Australia and China.  

6.1.1. RECOMMENDATIONS FOR AUSTRALIA 

For Australia, this thesis proposes a range of policy recommendations which primarily 

seek to improve Australia’s management of the consequences of the rise of China in terms 

of investment. This thesis has shown Australia’s poor management of the consequences 

of the rise of China and demonstrated the link between poor management and problems 

of perception of China’s rise.  This thesis argues that this poor climate for Chinese 

economic activity is inextricably linked to the bilateral trade climate. Five 

recommendations are outlined below.  

1. Redefine and improve regulatory frameworks for foreign investment in line 

with national goals  

The ensuring discussion has outlined how current Australian regulatory frameworks for 

foreign investment are inadequate. The three examples of government intervention in 

foreign investment in infrastructure have shown how past government of Australia 

approaches to the rise of China have led to poor Chinese investment management and 

signs of declining goodwill between nations.  
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Regulatory frameworks must be improved to entice and support foreign 

investment in line with national goals. Australia needs to develop an understanding of 

how it wants to best use the rise of China for its development goals and should make a 

significant effort to promote stability and basic infrastructure for investment. The OECD 

(2015) argues that the government must play a strong role in stabilizing investment and 

must link investment policy to a country’s overall development goals.  

The Government of Australia needs to review and its national development goals 

and coordinate these goals with the regulatory frameworks for foreign investment, with a 

view to fully maximize the potential of the rise of China.   

2. Give the FIRB a mandate to work effectively 

The FIRB is currently unable or unwilling to perform its role in foreign investment 

regulation. In conjunction with the recommendation above, the FIRB needs to be given 

the mandate to work effectively to pursue national goals.  

 In the context of the thesis, there is a clear need for regulatory frameworks to 

perform their legislative responsibility. The FIRB needs to be given a new mandate which 

reflects a clear and forward-looking vision of how Chinese investment fits into the system 

of real estate in Australia.  

3. Develop an foreign investor’s framework 

Perhaps the biggest problem with Chinese investment in Australia is the lack of 

information regarding what sectors or types of investment foreign individuals and firms 

can invest in. As such, it is recommended that an updated framework for foreign investors 

be publically available and helpful in providing appropriate information on restrictions, 

limitations and support for foreign investment. This would help reduce the likelihood of 

problems of foreign investment like what occurred with the blocked Ausgrid and S. 

Kidman & Co sales.  

4. Improve government messaging for support and benefits of foreign 

investment and trade 

Foreign investment and trade is crucial for the Australian economy, but the link between 

the wellbeing of the Australian people and Australia’s international economic exchanges 

are seldom explained by government. 
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 The problem with limited government messaging about the importance of 

Australia’s international engagement leads to the problems of Chinese investment in real 

estate, for example becoming a serious issue.  

 In order to inform and develop public support for foreign and Chinese investment 

and trade, the government should be doing more to champion success stories, explain the 

net benefit and encourage others to engage more with the Asia-Pacific. In a sense, the 

government of Australia needs to promote Australia as an economic partner not just to 

foreign audiences, but also to domestic ones.  

5. Ban foreign political donations  

Australia, as many developed democracies has some transparency problems in regards to 

funding of politicians and political parties. Australia, unlike most other developed 

democracies allows foreign individuals and firms to donate to political parties. Given the 

obvious problems of foreign donations to political parties, it is recommended that 

Australia bans foreign political donations. 

 This will remove potential future problems of Chinese donations, as it is 

particularly problematic in Australia due to vocal supporters of the China as a revisionist 

power in the media and broader strategic challenges of Australia’s main ally, the U.S. 

being often perceived as a rival to China.  

6.1.2. RECOMMENDATIONS FOR CHINA  

Whilst the recommendations for Australia have focused on managing and facilitating 

economic exchange in areas of mutual benefit and adding clarity to the public’s 

understanding of areas available for investment, the recommendations for China largely 

focus on managing the context in which some aspects of China’s rise take place. The 

recommendations for China are outlined below.  

1. Develop an international investor code of conduct 

China should refine its international investor code of conduct in order to bolster 

international sentiment towards Chinese investment and create meaningful punishment 

for those who do not comply with this code of conduct. The goal of this conduct should 

be in terms of modifying behavior through enforcement mechanisms. This would lead to 

greater public and government surety of the ethicality of Chinese foreign investment. In 

this way, an improved code of conduct can improve trust.  
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2. Better distinguish between China and Chinese  

China needs to do a better job of distinguishing between the CCP and Chinese firms. This 

distinction is often lost in the analysis on China’s actions on Australia where for some, 

the CCP and Chinese firms are used interchangeably. China should develop a strategy to 

better distinguish between CCP groups and private Chinese firms.  

3. Make a meaningful effort to abate concerns of China’s grand strategy 

through multilateralism  

The world has an underlying concern of China’s grand strategy and the consequences of 

the rise of China. An often suggested means for China to abate concerns about China’s 

rise is for China to actively participate in multilateral efforts. A popular recommendation 

is for China further entrench itself in multilateral efforts. China needs to make more 

efforts to be seen as a responsible and active member of the international community.  

The thesis recommends much effort should be exerted to improve and deepen inclusive 

cooperation in the Asia-Pacific.  

These multilateral efforts should go beyond international coordination to include 

international standardization. China should make efforts to join international 

standardization organizations and business support organizations to help entrench best 

practice into its business people. This will not only benefit Chinese firms and individuals, 

but also lead to greater international credibility and perception of investment as being 

fueled by business, not strategy. One example where China should expand is use of is the 

Charter of Professional Accountant programs. 

6.2. IMPLICATIONS  

The process of how the rise of China is effecting China’s bilateral relations reinforces the 

significant gap in the rise of China literature. The process of China’s rise is having 

significant impacts on its relations and posing great problem for policymakers. As 

discussed, the process, management and perception of rise of China in Australia has 

created significant uncertainty surrounding the outcomes of the rise of China in a bilateral 
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sense and its consequences to international trade. This section will outline the 

implications of the thesis to the rise of China literature, Australia-China trade and for the 

region.  

6.2.1. IMPLICATIONS FOR RISE OF CHINA SCHOLARSHIP 

The process of how the rise of China is effecting China’s bilateral relations reinforces the 

significant gap in the rise of China literature. This gap in understanding the process of the 

rise of China is significant and the implications of this study to the literature are important. 

As discussed, how the process, management and perception of rise of China has occurred 

in Australia has created uncertainty surrounding the outcomes of the rise of China in a 

bilateral sense, its consequences to international trade and its broader implications for the 

region. All this, despite the economic fundamentals of future trade are strong.  

The previous analysis has revealed how management and perception of some aspects of 

the rise of China has a significant effect on the dynamics and outlook of bilateral relations. 

Australia’s poor management of Chinese investment is a prime example. The process of 

how the rise of China is leading to changes to bilateral relations is overlooked by the rise 

of China literature. This lack of understanding of the agency of states to influence the 

outcomes is identified. The analytical gap appears to be the omission of the idea that states 

have dynamic and malleable relations.  

By studying the process and the interaction of state’s response to the Rise of China, we 

are better placed to understand the outcomes of China’s rise and how China’s rise is 

uncertain and subject to the changing dynamics of its bilateral relations.  

6.2.2. AUSTRALIA-CHINA TRADE 

The analysis on Australia-China trade has clearly shown how the rise of China has 

affected the bilateral trade relationship. The analysis has led to some interesting 

implications for the literature due to its nature as the first comprehensive analysis of 

Australia-China trade via descriptive statistics. Of most interest, the thesis is the first 

study to analyze Australia and China export concentration by using the HHI. This analysis 

led to an interesting revelation that over the past 6 years, both country’s bilateral exports 

have diversified. This export diversification is under-reported in academic and non-

academic discourse.  
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 Furthermore, the trade analysis has shed some light on the process of the rise of 

China in this bilateral context. First, the analysis has shown that Australian trade has 

benefited significantly from the rise of China and has become the world’s most 

economically dependent economy on China. As a consequence of this, most of Australia’s 

trading partners have decreased in their relative importance to Australian trade. 

 RCA scores revealed that bilateral trade is built upon rudimentary economic 

forces; both states export goods they are good at producing and import goods in which 

they are bad at producing. Although this is not new information; the rigorous justification 

in the context of a dearth of academic inquiry is new. As such, the implication of this is 

that it supports a dominant belief in the discourse. Furthermore, the broader trend of these 

RCA figures suggests that these economic forces are set to continue to facilitate trade in 

similar styles as today.  

6.2.3. AUSTRALIA-CHINA TENSION 

The thesis is also the first analysis of how Australia is managing the process of the rise of 

China. It has demonstrated a causal link the consequences of the rise of China to its 

management and perceptions of China’s rise in an Australian context.   

The analysis has demonstrated an urgent need for the government of Australia to do a 

better job of managing the effects of the rise of China in order for Australia to best benefit 

from China’s rise and to ensure the good standing of the bilateral relationship.  

This linking of the events discussed in Chapter Five to the broader trend of the rise of 

China is seldom made in the literature. As such, the thesis opens a new strain of inquiry 

that links single events to broader trends and forces. This has significant implications for 

the literature because it shines a light on the lack of forward-looking analysis.  

The implications of this are clear for governments: there is a clear need to better manage 

the bilateral relationship to ensure the rise of China is mutually beneficial for both states.  

6.2.4. IMPLICATIONS FOR THE BROADER REGION 

The Asia-Pacific region is struggling to come to terms to the rise of China, the trade-offs 

and the management dilemmas which come about from greater economic interaction with 

what is soon to be the world’s largest economy. The case study of Australia-China has 

demonstrated some of these dilemmas and the clear need for proactive management.  
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 The case study shows that despite economic fundamentals supporting trade, 

management of the broader relationship by states is important to facilitate and support 

bilateral trade. In this regard, the rise of China creates a host of policy and management 

dilemmas which should be pre-emptively resolved.  

The case study demonstrates a clear need to create regulatory frameworks that support 

deeper economic connections in such a way that a partner to China can manage, restrict 

and encourage the right forms of Chinese economic activity. Even if economic 

fundamentals are good, states must make proactive actions to ensure continued benefit 

from the rise of China.  

The Australia-China case study shows that even the most complimentary and 

economically sound trade relationship must be managed and supported by active and 

forward looking government policy. This is the challenge not just for Australia, but the 

region more broadly.  

6.3. CONCLUSION 

The rise of China is an incredibly rich body of scholarship, reflecting the fact that the rise 

of China may be the most monumental event in the 21st Century. The rise of China 

scholarship however, is excessively focused on the ex poste outcome of China’s 

economic, social and military development. This analytical focus is problematic because 

it neglects the importance of the process of the rise of China and how this process is 

effecting bilateral relations. The style and form of China’s rise and how it effects bilateral 

relations has a significant impact on the outcome of the rise of China, but this is not 

seriously considered by the literature. This is a cause for concern because the process of 

the rise of China is having significant impacts on the Asia-Pacific, and the scholarship is 

unable to inform understanding. 

 In this context, this thesis looks at the future of Australia-China trade as China 

rises. Australia-China trade is also an understudied topic, whereby there is limited 

meaningful academic analysis of Australia China trade from economic, political or other 

perspectives. This is perplexing, as the last few years have seen incredible increases to 

trade which has resulted in Australia being the world’s most economically dependent 

economy on China. The thesis has argued that that the greatest threat to trade is how the 

government of Australia manages the bilateral relationship and the new forces stemming 

from the rise of China. 
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The thesis has evaluated the future of Australia-China trade from an interdisciplinary 

perspective that has considered economic and non-economic approaches. The economic 

approach in Chapter Four evaluated the future of Australia-China trade by analyzing 

descriptive trade statistics. This is the first analysis of Australia-China trade written in 

English of this type. The analysis was the first time the Herfindahl-Hirschman index was 

applied to Australia and China exports and found that over the past 6 years, trade has 

become less concentrated. Furthermore, the first application of revealed comparative 

advantage in 10 years found that bilateral trade is highly complementary. This section 

concluded the trade statistics suggest the future of bilateral trade is good, whereby the 

current style and form of trade is set to continue in the future.  

The thesis then went on to consider how the process of the rise of China has been managed 

in Australia by the government of Australia. This section primarily looked at the key 

events in the past 5 years in regards to Chinese political donations to Australian political 

parties, how Chinese investment has been managed, and how China’s military build-up 

and assertiveness in the South China Sea has been linked to these events. This section 

argues that the rise of China has been poorly managed by the government of Australia, 

which has led to a range of broader strategic concerns to influence discussion and cause 

confusion surrounding China’s intentions and Chinese motivations for investment. This 

section argued that the poor management of these aspects of the rise of China by the 

government of Australia is counter-productive to the economic orientation of Australia 

and the future of Australia-China trade. 

 In this way, the future of Australia-China trade on the hand looks very good, 

where current dynamics are set to continue in the future. The future trade relationship is 

likely to be deeper, greater and broader. On the other hand, the management of the 

bilateral relationship has been shown to be suboptimal. There is an emerging trend of 

poor management leading to decreased perception of China in Australia. If left unchecked, 

this could problematize future trade.  

The thesis then provided a range of policy recommendations for both Australia and China 

to help correct this negative trend in the bilateral relationship. The recommendations for 

Australia focused on improving the management of the rise of China to enable an 

environment where economic exchange is channeled into areas that create mutual benefit. 
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The recommendations for China largely focused on managing the context in which some 

aspects of China’s rise take place.   

The future of Australia-China trade in economic terms is very positive, but the future of 

bilateral trade is dependent upon shrewd and proactive management by both states that 

facilitates and supports mutual benefit. Australia and China need to do better at managing 

the rise of China and fostering an environment where mutually beneficial economic 

exchange can take place.  
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