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The China Institutes of Contemporary International Relations (CICIR)
is the premier Chinese foreign policy think tank and reports directly
to the State Council and to major Communist Party bodies.

CICIR's China-Australia Relations Project Group was established in
2013. It is an initiative aimed at advancing CICIR's research work on
Australian and to contribute to China-Australia relations in an unfold-
ing environment. The group consists of: Yang Mingjie, Vice-President,
CICIR; Zhai Kun, Director of the Institute of World Political Studies;
Zhang Xuegang, Deputy Director of the Institute of South and South-
east Asian and Oceanian Studies; Dr Guo Chunmei, Assistant Research
Fellow of the Institute of South and South-east Asian and Oceanian
Studies; and, Tian Jingling, Assistant Research Fellow of the Institute
of South and South-east Asian and Oceanian Studies.

THE AUSTRALIAN Centre on China in the World engages with the
public and policy discussion of relations with the People’s Republic of China
and the Chinese world. Australia-China Agenda 2013 is our contribution to
this important election year and the on-going consideration of the bilateral
relationship.

This is a relationship that touches on virtually every aspect of our national
life. A mature and beneficial engagement of such breadth and depth requires
the leadership and support of government at all levels, as well as public
stewardship, media understanding, educational enhancement and the stra-
tegic involvement of the business community.

Australia-China exchanges are also profoundly influenced by regional and
bilateral relationships. Australia and China trade in goods as well as cul-
ture, politics and people, ideas and education, community and personalities.

Australia-China Agenda: 2013 brings to the attention of the public
and the media, politicians and specialists some reflections and pol-
icy ideas authored by specialists with a professional interest and
involvement in the relationship.
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FOLLOWING THE Global Financial Crisis, global economic recovery faces unprec-
edented challenges. And while the Asia-Pacific region will be the most crucial region
for development in the twenty-first century, it also faces the arduous task of under-
taking a process of economic transformation. Within the weak process of economic
recovery, pressure on the Asia-Pacific region to rebalance its economic fundamentals
has grown sharply, while it has become more difficult to coordinate with other global
economies. Existing mechanisms for regional economic cooperation and dialogue are
facing challenges, and while attempts to build all kinds of new mechanisms are in full
swing, there is a growing gap between differing ideas on how to do so, leaving the pro-
cess of regional economic integration at risk of breaking down. While Australia and
China as individual economies are undergoing their own challenges of restructuring,
we should ask whether the two countries could evolve a new form of relationship, one
in which each economy still maintains its own distinct characteristics. This new form
of relationship would not only affect the future of both our countries, but could create
an important model for the region or even the world.

China is the world’s second-largest economy. As
it faces the reality of an increasingly difficult ex-
ternal trade environment, China has begun a pro-
cess of rebalancing — moving from an export and
investment-led economy to a domestic demand,
consumption and services-led model of econom-
ic growth by focusing yet more on improving its
industry structure and the quality of its economic
growth. There are no precedents for this model
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of economic transformation, and it is inevitably
experiencing some growing pains, the most re-
cent manifestation of which has been the easing
of economic growth leading to a series of social
problems.

Australia is a major commodities exporter, and
it has fully reaped the benefits of its ‘dividend’
from the last twenty years of global economic de-
velopment, particularly in Asia and the Pacific.
Post-Global Financial Crisis, Australia also faces
unprecedented challenges due to its high degree
of economic connectivity with the outside world.
It will be difficult to continue with Australia’s
commodities-led economic growth model in the
face of a fragile world market and a sharp fall in
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global commodity prices. Australia’s manufacturing and services industries also face
many bottlenecks. So Australia confronts a difficult question: How to restructure its
economy to a more sustainable development model, one featuring a ‘diversified econ-

o]

omy’.

China is Australia’s biggest trade partner, its biggest export destination, and the great-
est source of Australia’s imports. If its economic growth softens or it restructures its
economy, there will be a direct impact on Australia. This will manifest itselfin a slump
in both the quantity and price of iron ore and coal exports, and it is hard to be optimis-
tic about the impact of this on Australia’s economy and jobs. Given the importance of
resources trade to bilateral relations, some people believe that the end of the resourc-
es boom will mean the end of the ‘honeymoon’ in Australia-China relations. But, in
fact, globalisation has gone so far, and the two economies are so closely tied together
and have such different economic systems, that their relationship will not ‘disconnect’
from declining trade - rather, they face an opportunity to further develop their rela-
tionship through a process of economic restructuring.

We have a solid base for cooperation: The past decades have seen us utilise the trade
in resources to build closer economic engagement and pursue mutual prosperity. This
process has allowed two countries at different stages of development, with different
histories and cultures, to build up a rich story of co-
operation and build a solid foundation of national
popular support to continue this collaboration into
the future.

The two economies
are so closely tied
together and have

We are heading in the same strategic direction:

Australia’s population base of some twenty-odd
million people limits its economic potential. It will
have to ‘keeplooking outwards’ in order to develop a
more diversified and sustainable economy Austral-
ia sees the ‘Asian Century’ as a great development
opportunity, and for many years it has stressed the
need to become ‘a part of Asia’. Co-operation with
China, which has undoubtedly earned its title of
Asia’s number one economy, will undoubtedly be
one of Australia’s most important strategies.

Although China’s external economic relations are
already global in nature, the process of economic
transformation emphasises even further the need
to be based in Asia, giving it an even stronger rea-
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As China improve g son to cooperate with Australia, rather than let-
ting relations wither. Because Australia is not

the quality of its only geographically close to China, but is also a
economic gI’OWth middle-sized developed country in the region.

through encour- There are many points of agreement over re-
aging the growth structuring: While China’s economic growth is
. . easing, it is still leading the world, and the di-
of its services rection of its economic restructuring has a great
sector, it will pro- deal in common with Australia’s strategy of
. . broadening its economic development. Such as:
vide Australia’s China is restructuring (and shrinking) its heavy
Weu-developed industries, but the process of industrialisation
. and urbanisation will continue for a long time,
services sectors a and this will ensure a steady rate of demand for
rare dEVEIOpment Australian energy and natural resource supplies.
. As China moves to a more domestic demand-led
Opp Ortunlty' economy, its middle class will continue to expand,
leading to far bigger markets for Australia’s agri-
cultural, education, tourism and high-end manufacturing sectors. As China improves
the quality of its economic growth through encouraging the growth of its services sec-
tor, it will provide Australia’s well-developed services sectors (such as banking, in-
surance, urban planning and technology transfer) a rare development opportunity.
China’s comprehensive economic opening up, in combination with Australian gov-
ernment’s greater attention to developing infrastructure, improving agriculture and
revitalising manufacturing, will make mutual investment easier and broader.

There are new economic frontiers: There has been a general but inevitable trend
towards greater integration of international commodity and financial markets, and
this trend is in our common interest. But the current fixed-price systems for iron ore
and some other commodities are still far from mature, and there are large vulner-
abilities. In the area of natural resources, Australia and China should jointly shape
natural resource pricing regimes in the region. There is also great potential for joint-
ly setting up futures markets for iron ore and other resources.

Furthermore, in recent years Asia and the Pacific have continued to open up, and re-
gional trade has grown rapidly, becoming a new source of growth for Australia-China
development. So now how about we go past simple economic cooperation and explore,
along with other countries in the region, a new frontier of regional trade? We should
base this new frontier on facts, make sure it is forward-looking, and ensure that it has
a focus on institutionalising regional trade cooperation.
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Of course, we shouldn’t just take this mutual transformation and development model
for granted. In the current, complicated international situation (where we are only in
the initial phases of economic transformation) it is unavoidable that both countries
confront a range of difficult problems or potential threats — be this separately or to-
gether. We need all sectors of our two societies to negotiate these problems or threats
as quickly as possible and move on to exploring
positively mutual options and putting forward con- .
structive suggestions. Both countries need
to be grounded in
The hilateral Free Trade Agreement (FTA): FTA s
. . . realities, to reeval-
alks have now been in process for eight years, and
they’ve become a topic that the two countries can’t ~ Udfe and readjust
avmq as they try to update anq ad.vanc‘e economic their re spe ctive
relations. The present economic situation (both
domestically and globally) requires serious con- eXpectationS and to

Sl(fleI'E.ltIOIl, anq both .cou‘ntrlles mam.tammg public nlmbly, pr a gm at-
faith in trade liberalisation is more important than

ever. With this in mind, both countries need to be 1cally and qUICkly

grounded in realities, to reevaluate and readjust pUSh on with FTA
their respective expectations and to nimbly, prag-

matically and quickly push on with FTA talks. talks.

The same holds for trade diversification strategies: apart from paying close atten-
tion to policy decisions, both countries need to make an effort to reinforce cooperation
on joint market studies in order to find suitable models for each country’s respective
trading goods. We especially need to find new ways for our businesses to fulfill their
joint potential, to strengthen exchange and cooperation on environmental matters, fi-
nance, communications, health services and other sectors. Both countries also need to
make a special effort to find a balanced system for fixing the price of natural resources
in order to continue our sustainable cooperation on natural resources.

On bilateral investment: investment is a particularly prominent and sensitive area
for both countries, but it is an area with enormous potential future growth. Both sides
should maintain relative independence and stability while paying close attention to
economic cooperation to ensure that cooperation doesn’t suffer any undue disrup-
tions due to changes in the political environment. We should take seriously our social
ties, and take measures to strengthen links between our societies to ensure that public
opinion related to our friendship remains fair and impartial. Within the process of
boosting investment, we must follow market rules, and improve the understanding of
the laws and regulations and society of the host country, while steadily increasing the
rate of investment in each of our countries.
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Apart from this, as important regional actors,
both China and Australia should adjust to the
circumstances they face, and take on the re-
sponsibility to make a greater contribution
to the development of the region we live in.
For instance: China and Australia should use
their proximity to South-east Asia (China in
the north and Australia in the south) in or-
der to encourage South-east Asian countries
to join with and increase exchange with the
Indo-Pacific region so as to open up common
markets throughout all of South-east Asia.
We must keep open minds and, among other
things, contribute positively to the building
of greater economic integration in the region
through strengthening institutional links and
exchanges.

AUSTRALIAN CENTRE ON CHINA IN THE WORLD

The Australian Centre on China in the World (CIW),
College of Asia & the Pacific (CAP), The Australian
National University (ANU) is an initiative of the
Commonwealth Government of Australia in col-
laboration with ANU, a university with the most
significant concentration of dedicated Chinese
Studies expertise and the publisher of the leading
Chinese Studies journals in Australia. CIW is a na-
tional research centre that is jointly managed by a
body of academics that includes scholars of China
at universities in Adelaide, Brisbane, Hobart, Mel-
bourne and Sydney.

The Centre is a humanities-led research institu-
tion that is engaged with the broad range of social
sciences to produce academic work that, while
relevant to the full spectrum of demands of inter-
national scholarship, also relates meaningfully to
those in the public policy community, and to the
broader interested public, both in Australia and
overseas. It values a New Sinology, that is an intel-
lectual, cultural and personal involvement with
the Chinese world (be it in the People’s Republic,
Hong Kong, Macau, Taiwan or globally) that is
underpinned by traditions of academic independ-
ence, local fluency and disciplinary relevance.

CIW sites

http://ciw.anu.edu.au
http:/www.thechinastory.org

CIW publications (also available online)

China Story Yearbook 2013: Civilising China,
October 2013

China Story Yearbook 2012: Red Rising, Red Eclipse,
August 2012

Stephen FitzGerald, Australia and China at Forty—
Stretch of the Imagination, AR T 5 [E S fE M+
FE—HFRHMBEK S, February 2013

Australia and China: A Joint Report on the Bilateral
Relationship FEIMBE KL : X FRBXENES
& &, with the China Institutes of Contemporary
International Relations (CICIR), February 2012

CIW journals

China Heritage Quarterly
(http://www.chinaheritagequarterly.org)
East Asian History
(http://www.eastasianhistory.org)

The China Journal, co-published
(http://ips.cap.anu.edu.au/chinajournal/)

Danwei, affiliated
(http://www.danwei.com)

EDITOR : Geremie R. Barmé - PROJECT COORDINATOR: Ryan Manuel -+ LayouT: Markuz Wernli
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