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Thanks very much Ian for that very kind introduction and thank you to the AIIA for giving me this audience. 

Let me begin with a confession. What I had aimed to do tonight was to elaborate on an aspect of the argument I have been developing and which is reflected in the quarterly essay that Ian’s has just mentioned, which hadn’t got that much attention. That is: what are the implications of the argument I am making about the evolution of the Asian order, Australia’s place in it and America’s place in it? What are the implications of all those things for other countries in the region apart from Australia, China and the United States, and how would that play into our relations with them? 

I am going to cover those, but I am going to put less emphasis on that aspect than I had originally intended because in the time between the AIIA persuading me to write the little blurb which appeared on the publicity for this talk and tonight the story about the issues relating to America itself; the way America sees these issues; the way Australia sees these issues and perhaps, courtesy of Wikileaks, the way China sees how America and Australia sees these issues does seem to me to have moved forward a bit. 

I have discovered there are a few more things that I wanted to say and a few more observations I wanted to make about these issues from Australia’s and America’s perspectives as well as talking about the region. 

What I have tried to do in putting these remarks together is to integrate these three elements – Australia, America and the region – and if I have short-changed anyone who came here to hear more about the region because of the publicity, I apologise in advance and I am very happy to talk about these things at great length in the Q and A.

My starting point for this whole enterprise is the observation that China’s rise and the shift in power that China’s rise constitutes, marks the biggest change in Asia strategic affairs in at least 40 years and perhaps 250 years. At least the biggest change in Asia’s affairs since the end of the Vietnam War and perhaps the biggest shift since the Industrial Revolution gave Europe and then North America – the West – a decisive but, as it has transpired perhaps a temporary advantage over China in strategic weight.

It seems to me that how we adapt the Asian order to respond to this really fundamental and historical shift is the biggest issues in Asian affairs, and arguably the biggest issue in global affairs today.

How Australia approaches that question. What kind of outcomes we think we would like to see as Asia’s order changes in the face of this tectonic shift in power and how we can best get there, how we can define our interests and how we can best protect our interests in that outcome is one of the three or four biggest strategic policy questions that has ever faced Australia. 

The only ones that are up there comparable with it are the adaptation to the decline of British relative power at the end of the 19th century, which brought about such modest policy innovations as Federation; the adaptation to the appearance, after World War II, of a regional order characterised not by empires but by independent  states in Australia’s region, and a whole lot of other things that happened in 1940s and into the early 1950s which brought about a number of modest policy innovations like the ANZUS Treaty, the Colombo Plan, the Department of Foreign Affairs and Trade as we know it today, the ADF as we know it today – an awful lot of Australia’s foreign policy is there, for example in Spender’s famous foreign policy speech in February, 1950.

The only other competitor for a shift as large as the one we are going through was the shift at the end of that era, between 1965 and 1975, when we moved away from forward defence towards the kind of postures in the strategic and foreign policy that have characterised Australia in the last 40 years. 

I think it is quite possible that the shift we are now working on is bigger than any of those. So the good news, particularly for the younger people in the room, is that you too might, like Dean Acheson who entitled his memoires Present at the Creation, you too might look back and say: ‘I was there when all of that happened.’ Whether you say that with pride and pleasure or with fear and regret…well it depends how well we do it. That is the question. 

For about 20 years since China’s growth reached a scale and momentum that started when Deng Xiaoping went south in 1979 and China moved to a new economic model…for most of the time since the strategic significance of its economic growth was unleashed by that remarkable policy change, the view of America and its friends and allies, but also most other countries in the region today which have been favourable to America’s presence – and that is just about all of them – is that the US has no choices to make about how to respond to China’s growing power. 

The belief is that it is China that has the choices to make. China must decide how to fit its growing power into a regional order. It either makes that choice to fit in, or it faces the consequences that the rest of us will impose on it, the consequences of exclusion from the economic order and containment strategically. 

That I would argue is a proposition embodied in that phrase ‘responsible stakeholder’ that Bob Zoellick articulated for the Bush Administrated and which was intended to reflect the idea that if China was prepared to become a responsible stakeholder in the international order which has existed in Asia in the past, and which still exists today; if China was prepared to accommodate itself to that then we would be happy. But if it attempts to challenge that order then it will be punished by exclusion and containment. 

This is called the policy of hedging – the hedge is that if you play by our rules you will be fine, but if you don’t play by these rules you will be in trouble.

There were good reasons to adopt that policy. The most important of them was that the US-led order this policy was designed to preserve has been fantastic. The last 40 years that have been characterised not just by American primacy in Asia, but by uncontested primacy in Asia, have been certainly the best 40 years in Asia’s history and have provided the framework for the economic development, political evolution and regional integration, which makes it the case that we now talk about thus century as the Asian Century. 

It happened because Asia has been remarkably peaceful and I would argue that it has been peaceful, not just because America has been the strongest country in the region but because its role has not been contested by the other major powers. 

We have lived with this for 40 years and we take it for granted but in fact it has been a remarkable and historically very unusual power situation and has been fundamental to everything that has been achieved in Asia since then.

It is worth bearing in mind that it has been the result, remarkably, of a moment of statesmanship – Kissinger and Nixon going to China and doing a deal whereby China ceased to contest America’s role in Asia in return for very significant concessions. And it reflects the remarkable fact that the US, having failed in Vietnam, ended up for 40 years with a more powerful position in Asia than any other country had ever enjoyed before. 

So when people have approached the problem about responding to China’s growing power by saying ‘we don’t change a thing’ you can understand it because what we have had has been fantastic – including, of course, for China.

The other reason for answering this way is that the cost of hedging seemed very low. Because if China did misbehave, if it didn’t sign on to the existing order, and we did find ourselves having to punish China by exclusion and containment, it would not cost us much economically. Think back to the mid-1990s, economically people imagined that it would not cost very much to exclude China economically and strategically China was not strong enough to make it very difficult to think of containment.

It is an interesting question as to whether that was even true in the mid 1990s, but it has become less and less credible as the decades have passed and in the last decade in particular it has become a very questionable proposition.

Nonetheless, throughout the last decade policy makers in the US, Australia and much of Asia have sustained the idea that we could stick with this very conservative position, the idea that the Asian order did not have to change. 

I will now run though the four arguments that we have used to justify why we have been so slow to recognise that the emergence of this immense economic power has such significant implications for the way in which Asia works. And in the spirit of numerology which is so popular among sinologists of all kinds, I am going to call this the Four Denials.

They way these Denials interlock is very important; they mutually reinforce each other. Only one of them has to be true to reach the conclusion you want and what often happens in these situations is that you slide between one Denial and the other to preserve your position.

The First Denial is that China will stop growing economically. That might easily be the case. Ten or 20 years from now we might be saying: ‘do you remember how in 2010 they were banging on about how China was going to take over Asia, what a load of rubbish that turned out to be.’ It might happen, but I wouldn’t bet on it. It probably will keep growing. 

The Second Denial is that maybe China will keep growing economically, but it won’t be able to translate its economic power into the political and military weight required to challenge the strategic order in Asia. 

And the Third Denial is that maybe China will keep growing economically and it will also acquire the political strategic weight required to challenge the Asian order, but it won’t choose to do so because it has its own stake in the maintenance of that order. It wants the order to be preserved. 

The Fourth Denial is that China will grow economically and acquire the political and strategic weight required and maybe it will choose to use it to challenge the Asian order, but it doesn’t matter because we will win. We can see them off.

I think everyone of those denials is probably false. I am not sure, but it is probable they are false. 

China probably will be growing, either under the Communist Party or under another system. I don’t rule out for a moment that the CCP can’t keep the growth going for another 30 years as they have for the last 30 years. I am not saying it will be easy. There are immense political challenges in China and it would be a unique achievement to grow for another 30 years under a Leninist Regime, but it is already a unique achievement to grow for the first 30 years under a Leninist regime. The proposition that no Leninist regime has ever done this before cuts both ways.

It is also quite possible that the Chinese will find that Leninism does not work for them. It doesn’t mean the growth will stop, it will mean they will do what every other country has done as they have gone through their industrial revolutions – they will evolve politically. It is perfectly possible they can do this in a peaceful, orderly fashion that does not stop the growth. 

The model that the only way political evolution can happen in China is something that looks like Tiananmen Square is a little bit like saying that the only way political evolution in Europe could occur during the Industrial Revolution was the model of the French Revolution. It is not true. There was huge political reform in Britain during the same period, peacefully and effectively, and in Germany for that matter, and in a different way, in America. They could make this work. It is perfectly reasonable to expect that the Chinese will reform politically and not stop growing.

Or to put it another way: Don’t bet on Chinese inability to manage political evolution to save us from the strategic consequences of China’s growth. 

The other point to make about China’s economic growth is that in a sense it doesn’t really have to keep growing. It is already the second-biggest economy in the world; it is already bigger relative to the US than the Soviet Union ever was during the Cold War; it is already a unique strategic adversary for the US if that is what it chooses to be; it is already bigger in relation to the US than any of America’s previous strategic adversaries since it became a Great Power – I am not including Britain back in 1776. 

It is worth bearing in mind that whether this continues to occur is not primarily a question of what happens in America. This is not a story about American weakness; it is a story about Chinese strength. Even if America pulls out of its present hole, as I think it will, and reflects the energy, the dynamism the innovation and resilience that its economy has shown before, it’s really a case that on present trends China will probably overtake the US and become the strongest economy in the world sometime within the next two or three decades, which means sometime very soon indeed.

The Second Denial: China won’t have the military or political weight. I think it is true that China will not have as much military weight in particular and in some places as much political weight, certainly as much soft power as the US has. So if it was a symmetrical competition, that would be a good argument, but it is not a symmetrical competition.

Strategic competition between the US and China in Asia is profoundly asymmetrical. It is asymmetrical geographically in that I believe at least for the next few decades, China will focus on Asia and the US will continue to try and maintain a global posture. So every dollar that the US spends on strategic weight has to be spread around the world and the dollars that China spends are much more concentrated close to home. 

It is also asymmetrical operationally in that the US remains a country that has to project power across an exceptionally wide ocean to achieve strategic effect in the Western Pacific. I flew across it last night so I am conscious of this. But China is operating close to home, and that makes a huge difference to how much bang you get from your buck. 

Above all, it is asymmetrical tactically, because China does not have to do what America does, China just has to stop America doing what America does. The military foundation of America’s strategic primacy in Asia is the capacity to maintain control of the surface of the ocean allowing it to project power by sea around the ocean littoral. Aircraft carriers and marines. To do that it has to be confident that it can deflect or defeat threats to those sea-born forces. 

China, in order to challenge the US in the Western Pacific does not have to achieve that sea control itself, it just has to deny the US that sea control and that is a much easier thing to do. China will not replace the US. It will not require the status the US has had as the contested dominant power in Asia any time that matters to any of us in this room. But it will have easily enough strength to deprive the US of that status.

On the Third Denial, I think China will want to contest the order that is dominated by America. That is not to say, as proponents of the Third Denial argue, that China does not have a big stake in the Asian order. Of course China wants Asia to remain peaceful and stable because that is essential for China’s growth for America’s growth and everyone else’s.

But the idea that China’s desire for Asia to be peaceful and orderly, pre-supposes that it will necessarily accept the American-led order that has made Asia that way for the last 40 years. This is only true if the Chinese can’t imagine any other way in which Asia could be stable. Americans and Australians have a lot of difficulty in imagining a stable Asian order that is not framed by American primacy. I am here to tell you that the Chinese do not see it that way. They find it very easy to imagine a stable Asian order not framed by American primacy – framed by Chinese primacy seems a very satisfactory outcome to them.

So I do think that the Chinese, as their power grows, will seek to change the Asian order to give them more influence. They will seek to do it in a way that preserves order. They want to maximise their influence and minimise the consequent disorder.

That is not to say that they are so sensitive to order that they will not be prepared to take any risks. They will be prepared to take risks. They already have been prepared to take risks. Just, as I might say, as the US has. Both sides balance order and primacy. Order is important to them, but so is influence and they will pay costs, as Great Powers always have, in order to maximise it. 

Moreover, I do think that the Chinese believe that America can be pressed to accept a bigger role for China because America needs order as much as China does. Tom Friedman, of the New York Times, talks about a country wearing a golden straightjacket. Nobody can afford to disrupt the international order because we all rely on it to keep us growing rich. 

The trouble is most countries and certainly most Great Powers both think it is the other guy who is wearing the golden straitjacket. Americans think that China can’t afford to upset the international order because they say that China can’t afford to see their economic growth disrupted. The Chinese say that America can’t afford to disrupt the order, because they rely heavily on Asia and Asia’s stability to keep growing.

They are both right, but what they don’t recognise is that the other guy is seeing things the other way and that means that their desire for order is much less of an inhibition on their strategic ambitions than you might hope.

The Fourth Denial is that maybe China will try and challenge the order, but that doesn’t matter because we will win. I think China is already potentially a very dangerous adversary. I am not saying that I am sure that it will be an adversary, but if it is, it is a very dangerous one. 

This is because it is the second richest country in the world, and has a good chance of overtaking the US to be the richest. That makes it potentially a more dangerous adversary to the US than the Soviet Union was. This is a counter-intuitive statement because the Soviet Union was much better armed and had a much more aggressive strategic agenda. But in the end, what makes a country a dangerous adversary depends more than anything else on how much money it has got.

There are lots of reflections and manifestations of national power, but there is only one source of national power in the end and that is the raw size of your economy. A country as rich as China is today, let alone as rich as it might be in a few decades time, is a very dangerous strategic adversary – and I mean dangerous. The intensity of conflict that would occur; the cost that it could impose on the US if it engaged in strategic competition, needs to be very soberly considered. 

So the idea that the choices are all China’s to make; the idea that the approach we make to framing a new order in Asia is to require China to fit into the order that exists at the moment, seems to me to have been overtaken as the fallacy of those Four Denials becomes clearer. I think the historians will judge that particularly in the last 18 months – that around the middle of 2009 - we started to see a pattern of two things.

The first is the sheer facts of the Global Economic Crisis and China's role in it and how it sailed through it. I think that had a psychological aspect. It drew to people’s attention, particularly in the US, just how big and important China had become.

But it was also the point at which the political and strategic and political implications of all of this became undeniable. This is not because of the external factors but because of changes in China. I am not a Sinologist in any sense, but as I look at what has happened in the last 18 months and speak to those who know much more about China than I do, there has been apparently, some kind of change which has brought to an end an era of great Bismarkian restraint, first ushered in by Deng Xiaoping who had the slogan that basically said ‘keep your head down, don’t let them know how strong we are, never claim leadership; sneak up on them.’ That is basically what China has done.

But somehow from the middle of last year, they abandoned that principle and started being much more assertive about these issues, which makes this a dangerous moment. 

And yet, American policy, to a degree, and the policy of many of America’s friends and allies in Asia to different degrees, still seem to be in denial. If you look at the US Quadrennial Defence Review, the national security strategy, the speech, for example, that Hillary Clinton gave as she headed out to those visits to Asia including the one in Melbourne to Ausmin last month, a speech she gave in Hawaii which repays careful reading, you search in vain for any explicit acknowledgement that America must make choices about the way it frames the exercise of power in Asia. That it must be prepared to acknowledge its role in Asia well change, as the Asian order changes to accommodate China. That it must acknowledge that we can’t simply impose a responsible stakeholder proposition on China. It is going to be too strong and it is not going to accept it.

The same is true in Asia more broadly, and specifically in Australia. We, of course don’t want to change. The order based on US uncontested primacy has, as I have said, been the best deal going for countries like us. So we don’t want to choose – and that has been the slogan of Australian Governments for quite a while. 

But of course, that is not a policy – it is just a hope. The policy question is: What can we do to minimise the risk that we have to choose? But we are not going to choose whether we can choose or not. They will choose. If either of them say that we have to choose, then we will have to choose. 

So if we don’t want to choose between the US and China, if we want to preserve a order in which we can do what we have done in the past in new circumstances, we have a very strong imperative to make sure that the US-China relationship and the order in which it is imbedded, evolves in such a way that the risks of us having to make those choices are minimised. 

I don’t think that because we continue, in a sense, to be in denial about this, we have yet seriously engaged in this question – in the US, in Australia, or, more broadly, in Asia. 

We do face choices. We have to think very carefully about what kind of order would best suit our interests if the order we have enjoyed for the last 40 years can’t survive China’s rise. America faces choices; America’s friends in Asia and Australia face choices. The Chinese face very big choices.

Let me focus first on America’s choices. It seems like an over-simplification but I think America has only three options. Often in strategic policy things are simpler than people make them out to be and this is pretty simple. 

As China’s power grows the US could withdraw from Asia; it could share power with China; or it could compete with China for primacy. And although good policy makers will, as they always do, try and find the grey areas between those stark choices because good policy is always a matter of avoiding stark choices and trying to find the bit that gives you the best of both worlds, quite often there isn’t any grey area. You can’t get away with fudging some things. 

The more important an issue is, the less tolerant it is about ambiguity. Are we married or aren’t we? Are you treating me as an equal or aren’t you? Are we strategic competitors or aren’t we? Are we trying to play a big role in Asia or aren’t we? I am not sure these are issues that are going to be easy to fudge.

Now most people would look at the first option and say that is stupid. People have been predicting American withdrawal from Asia about once a week for the last 110 years and it has always been wrong. 

But the point about the boy crying wolf is that the wolf eventually comes, so one has to be very careful about analysis. But more to the point, in the last 40 years and particularly since the end of the Cold War, when the question of America’s continued engagement came very strongly to the table in the 1990s, we began a parade of American senior statesmen turning up in Asia saying that America was a Pacific power and would stay in the Pacific for ever. Hillary Clinton was saying exactly the same thing, as was Barack Obama a few weeks ago.

I am not calling them liars, but when they say that America is going to stay engaged in Asia, what they mean is that America will stay engaged in Asia as long as it can enjoy uncontested primacy – and I promise you that is true, because uncontested primacy is a bargain for America – it gets huge benefits for relatively low costs. The question is not whether the US remains in an Asia that remains exactly as it is today, because that is not going to happen. The question is does it remain engaged, if in order to do so, it has to function in a completely different way that either involves it making many more concessions to China or muscling up to China.

That is a very different set of choices for the US in which it has to look again at what its genuine interests are on this side of the Pacific and consider what costs it is prepared to bear.

Although I don’t for a moment predict a rapid withdrawal, I don’t think we can take for granted that over a period of a decade or two perhaps, the US would not progressively make choices which would result in it carrying much less strategic weight in Asia than it has in the past.

But let me accept that this is the least likely of the three options. Less unlikely is the second option – share. It is a clear theoretical possibility: The idea that what the US would choose to do as China’s power grows would be to share power with China and maybe some other powers.

There is a model for how this kind of structure works – it is called a concert of powers – this is a hotly contested historical term and I have two bright young European strategists working with me at ANU and we have spent a lot of time talking about concerts since I put out my Quarterly Essay. 

What I am trying to capture is the way in which the Great Powers of Europe, the five of them essentially, managed their mutual relationships in the century between the end of the Napoleonic Wars in 1815 and 1914 in a way that minimised the level of grossly destructive strategic competition in Europe. 

They didn’t abolish it. Quite a few major events happened, but it minimised grossly destructive strategic competition and allowed a great deal of what we now call globalisation and integration to occur; it allowed Europe’s economies and populations to grow like mad and, by the way, allowed Europe to take over the world.

It all fell apart after 1914, but it was a remarkably effective structure while it lasted – so you can build an order like this. I will argue in a minute that it is the best of the options, but let me just say right now that it is by no means the most likely. In fact I would say that it is the least likely of the three.

If you can build it and make it work, it is very good, but it is very hard to build. And whilst it is very good it is not as good as uncontested US primacy. If I got a vote, and if most people in Australia, and Asia got a vote, if we could stick with uncontested US primacy without losing China’s economic growth we would – it is the best outcome – but I would argue that it is not possible. 

Before I explain how it works in a bit more detail, I just need to talk about the third option, because it is only when you look at the third option that you see why all the difficulties and ambiguities and complexities of the second option might be worth doing.

The third option is compete – and there is a kind of Euclidean clarity to America’s strategic position at the moment. If it doesn’t withdraw and doesn’t share than it will compete with China. 

Maybe I have got the wrong tense – it is already competing with China; this process is already under way; by default the US and China have already chosen the third option and the core thing about the competitive option is that it is very easy to get into. It is not very hard to start competing, in fact it is hard not competing. It is the kind of default option, it is what you slide into – but it is very dangerous. 

It is hard to get the bit of the argument right without sounding a bit Tookie, but a very important part of my thinking about this comes from a gloomy sense of what strategic competition between the US and China would look like. It is possible that the competition would be managed and moderated and contained – and it might just burble along and it wouldn’t be so bad.

But the examples of competition, particularly between really strong States being moderated like that are very few and far between. This is particularly so when you have the two strongest States in the world – nothing stops them escalating and deepening. 

And when the competition is spiced with some ideological and even some racial and cultural factors then it is really hard to manage. There is a real risk – not a certainty but a real risk - that strategic competition between the US and China will escalate quite sharply and would pose real risk.

One would have to be very careful about the particular historical analogy I am about to use – a bit like the US-Soviet Union Cold War competition and one which would have a real risk of degenerating into a war between these two States. That is a war that would be quite likely to go nuclear and easily become the worst war in terms of casualties in history – not very hard in a nuclear era. 

A very important part of the analysis is that strategic competition could be very costly that way, and it could readily escalate to the point where it starts to inhibit economic relationships and we find ourselves seeing Asia’s economic integration falling apart. 

One thing we have to be conscious of is that we should not regard anything that has been achieved in Asia in the last 40 years as irreversible. We could not go back that way we think – well, I don’t want to push this metaphor too far, but that is exactly what people thought in 1914.

The idea it is unthinkable in this modern world we would find ourselves sliding back to a strategic competition in Asia that looked more like the first half of the 20th century than what we have known in the last quarter of the 20th century. You have got to ask yourselves, what is the basis for that argument? What is it that makes us so sure that we could not go back that way?

I think most of the arguments boil down to a proposition, a judgement, hope or expectation that we are wiser or better people than our grandparents or great grandparents – and we are not. We can make exactly the same mistakes that they made. In fact we might already be making the same mistakes that they made. It might just have been the mistake that Kevin Rudd made in his conversation with Hillary Clinton, but I’ll get back to that.

So this is really dangerous and important. You only look at things like the immense complexities and difficulties of sharing power with a country like China because the alternative looks so stark. 

What do America’s allies want when we look at the choices that America faces? And of course there are some choices for China as well, but I will come back to that. 

We obviously don’t want the withdrawal option. That would be a very bad outcome for Asia. And if China uses its power aggressively and it looks like, as its power grows, that it is going to behave like Joseph Stalin in Eastern Europe, or Imperial Japan for that matter; if it tries to become an aggressive hegemon, then we will have a very strong interest in supporting the US in resisting China’s challenge to the order.

It is easy to imagine conduct by China which we would decide was simply unacceptable and which would be worth even the very great costs of strategic competition to respond. We would not, I think, in this region, be in the business of appeasing aggression like that.

But the tricky case for us is the one in which the Chinese are not that dumb or not that bad – and I think it is unlikely that the Chinese would be that dumb or that bad. The tricky case is one in which China is prepared to play by some of the rules, but not the rules we are used to at the moment. We might find ourselves saying we could kind of live with that, but it is not what we are used to – and we would have to make judgements about how far we are prepared to compromise away from the simplicity and clarity of what we have been used to for the last 40 years of the US-led order. 

Obviously this would stop short of an order that just concedes dominance of Asia to an aggressive China, but in between there is a great deal of ambiguity. You have to ask what would be the basics of this if we got into that kind of negotiations with China? Right at the heart of it would be the principles embodied in the UN Charter.

I am not by nature a UN Charter kind of guy but what they did at the end of World War II was to sit down and say we don’t want to go to war like that too many more times, so lets decide what is really worth going to war over and try and make sure we don’t go to war over anything less than that. 

They decided what was really worth going to war over was the use of armed force by one state against another either to seize its territory or to limit its freedom to manoeuvre in really significant ways – the aggressive use of armed force. So the least we do is to say that we want to make sure that if we negotiate a change in the Asian order with China, we preserve that principle. 

But get beyond that and say what else is really essential in order for us to be happy with China’s Great Power status if we are prepared to do the share thing at all? I think the answer is not much. In particular, if China wants to be treated as an equal by the US and is prepared to work within a framework in which the US remains a strong power in Asia, and perhaps Japan and India also remain strong powers in Asia.

China is much more influential than it has been, but it remains framed within a structure in which its freedom of action is constrained by other powers who are already in the system. 

It is hard to see how Australians, Indians, Indonesians, or for that matter Americans, would think it is better to run the cost of strategic competition with this immensely powerful state than to accommodate a limited Chinese appetite for more influence. 

My argument is that Asians would be pretty conservative about this. We want order much more than we want US Primacy. US Primacy for us is not an end in itself, it is a means to order, and if in order to sustain primacy we have to accept disorder, we will not buy it. We will support the US against China to save ourselves from domination, but not to spare the US from the indignity and inconvenience of having to treat China as an equal. 

To put it another way, we won’t appease aggression, but I think we are likely to accommodate ambition. 

This is especially true of one of the two Asian countries that really matter. That is India. When Americans talk about their future role in Asia and their hopes to sustain primacy in the face of China’s growing power, India plays a big and glamorous role, because India’s strategic weight, so the argument runs is, when added to America’s, will allow America to still establish primacy over China, even as China’s power grows.

The problem with that is that it is not India’s view. India has a strong commitment to order and will, I think, be a very valuable player in the Asian strategic order by suppressing attempts by China to establish hegemony in Asia. I don’t doubt that for a moment. But the idea that India will define its strategic objectives, as its power grows, as it approaches China’s power, as it approaches America’s power, or will define its strategic role as to support American primacy, rather than to bid for the biggest independent role in the Asia strategic order itself, anyone who thinks that has met different Indians from me. 

Why should India define its interests in that way? Of course India has an interest in order, but like China it can imagine an orderly Asia that is not framed solely by American primacy. One in which India plays a pretty big role for example.

The other country that really matters in this structure is Japan – and Japan is different; it has a very special place in the story that is unfolding in Asia at the moment. It has a big problem because it faces a truly horrible dilemma with which I have a great deal of sympathy. That is that it is worried by China’s rise more than the rest of us.

It relies more on the US for safety from China than any of the rest of us – and that makes it more uneasy about the idea of a good US-China relationship, because the better the US and China get on, the less confident Tokyo can be that Washington will always but Tokyo’s interests ahead of Beijing’s in any conflict.

That means for Japan, and I think almost for Japan alone, a really close US-China relationship is a strategic threat. A very dear Japanese friend of mine who is an experienced long-term strategic thinker in Japan said to me a few years ago that the difference between us is that for you US-China rapprochement is a beautiful dream and for us it is a terrible nightmare.

That means that Japan will be working to inhibit the establishment of the kind of trusting peaceful, harmonious, cooperative relationship between the US and China that the rest of us desperately want. I do not criticise Japan for that; I absolutely understand how Japan gets itself in that position. It is very tightly framed by the circumstances that I mentioned before, but that does mean that by trying to avoid the development of a strategic relationship between the US and China, Japan is a liability. 

If it fails and the US ends up in strategic competition with China, Japan becomes a big asset because it is a very powerful country, but until then it is a liability.

So what should America choose? It is clear – America should choose to share power with China. But what does that mean? We have to dig more deeply if this is to be the choice. 

The model is a concert of power that emerged in Europe – and I don’t want to spend too much time talking about that in detail – but it is an agreement between Great Powers that none of them will seek to dominate the system as a whole. What motivates that agreement is not a very generous sense of international citizenship but a sustained judgement that the costs and risks to each of them in trying to do otherwise would not be justified because the others would gang up and mash them. 

It is a realist concept, there is noting idealistic about it, it is a judgement about how states can cooperate to avoid debilitating strategic competition that would be bad for all of them. 

But in order to make it work they have to be prepared to settle their disputes by negotiation, and there has to be a strong and sustained understanding that attempts to violate the structure would be met by collective military action. 

All of that has to be built on a set of shared broad norms of conduct: what counts as sticking by the rules of this concert and what doesn’t. It is roughly what the Europeans managed in the 19th century. It has got to include all the Great Powers in the system – in fact you could almost turn the broad argument around and make it circular – a Great power is defined by a state that has to be in the Concert if it is to be stable. 

For that reason I believe Japan is a Great Power in the system. If the US and China try to sit down and do a deal between themselves and leave Japan out, Japan is easily strong enough to destabilise the whole structure, and I think India is, if not how, then eventually. So if we go this way, we will have to have four people at the table. 

What that means is that Japan’s way out of the dilemma I mentioned before is that it has to stop relying on the US and become a Great Power in its own right – to sit at the table as an independent Great Power, which is a very radical thought.

A structure like that is very hard to negotiate and hard to sustain, because the Great Powers have to treat one another as equals, they have to accept differences in their political systems in a very open way; they have to accept that they will have differences on international issues that will legitimately occur and that no state can claim some sort of superior right to determine what is in the collective interest and what isn’t; they will have to accept that each state will have military capabilities that will significantly limit the options of the others so no state has the right to be the policeman so to speak, and particularly on nuclear issues they will have to accept mutual vulnerability to one another. 

Building a structure like that would be incredibly hard and a lot of people who look at it say ‘hey, that is just surrendering. For the US to go into that kind of thing would just be to surrender leadership in Asia to China’. That is exactly what it is not.

Trying to build a concert like this is a way of avoiding surrendering leadership to China in Asia by instead ‘surrendering’ it to a collective of which China is only one part, and in which other states are very strongly constrained as to what they can do.

Another way of putting it performs without strategic escalation. In particular from an Australian perspective, a structure like this should, if it works, deliver the strongest-possible US role in Asian security consistent with avoiding an adversarial relationship with China. That should be Australia’s principal aim. 

The big question, of course, is will China accept it? Not necessarily. It is one thing for the US to decide that building a shared power structure like that would be better than competing with China, but the Chinese might cut it differently. We can be sure that it would not be a welcome outcome from China’s point of view. 

I don’t doubt for a moment that the vast majority of Chinese hope that their country will become the leader of Asia over the next few decades and would be very disconcerted to discover that they have to not just accept that the US will continue to be a significant player in Asia and strongly constrain China’s freedom to manoeuvre and freedom to act as a leader, but would have to accept India and Japan as well. That is a much harder ask.

On the other hand, China faces hard choices just like America’s. It can’t withdraw – it is stuck in the region. It too wants to lead, but it too has to recognise, as America must that its leadership is not going to be uncontested; it is not going to end up having in the next few decades what America has had in the past few decades, because America is still there and it is not going anywhere. Japan is still there and is not going anywhere and India is coming out of the west.

And so the Chinese have to ask: are the costs and risks of attempting to achieve leadership in Asia over the power of the US, let alone the combined power of America, Japan and India – and the rest of us for that matter – worth it. Or would they be better off settling for a consensual arrangement where they still had a big chunk of power, much more than they have had for the last 250 years, even though it would be a lot less than they hope. 

I think it is possible that the Chinese might be smart enough to buy this deal. It is quite possible that they won’t be as well. One thing that I am sure of is that it is a minimum position. The Chinese will not accept anything less. Anything less than that and China is not a Great Power. I don’t think they are going to sign up to that. 

Moreover, they won’t go for it if it is not on the table. One of the hardest things in any negotiation is to establish an understanding between the parties that there is a negotiation to be had, because people always see it that if they acknowledge a willingness to negotiate they will have already given away too much of the substance of the negotiation. 

I talk to Americans about this issue, as I have been doing in the past week. The single biggest sticking point I meet in people who press back at me on the arguments I make is that: ‘if we start saying to China that we are prepared to settle for that, then we will have lost all our negotiating points’ to which I say that a negotiating point is no use to you unless you get into the negotiations eventually. You have to get over that sometime and it might be better to do it sooner rather than later. 

But it also means that we – the US and its allies and the rest of us – can help to shape China’s choices. To some extent, whether China becomes a threat or not, can depend on us. There is both a moral and a policy imperative to give them that chance. 

There is a wonderful line in the first page of the first volume of S.C. Morison’s History of American Naval Operations in the Pacific War in which – and I can’t get the quote for you precisely, but roughly speaking Morison says it is incumbent on any historian of his own country to ask dispassionately the question ‘did we do all we could to avoid this war before it began?’ That is the question for all of us in a sense.

We need to make sure that if we do find ourselves in a contested strategic relationship with China we can say that we did all we could to prevent it. That means making it clear that there is a deal on the table if the Chinese are willing to pick it up.

That is not to say the Chinese don’t have a responsibility to do that as well, but to say we are not going to start unless they do is to put the future of the region in China’s hands, not in our own.

So really the heart of this whole proposition is as simple as this: will China settle for so much less than its hopes? Will America be prepared to concede so much? Maybe they will, or maybe they cont. Maybe their two positions won’t meet and they won’t get a deal.

Right at the heart of that is the really big question we are asking America. It is hard to ask America to treat China as an equal, which is what this means. It does mean a transformation of America’s view of itself as an international player, and I mean a transformation, because America has never thought of itself in those terms before.

On the other hand, America has never faced an adversary like China before. So if there was ever a time for fresh thinking about America’s place in the world this is it. It is worth bearing in mind that it is a bit like Roosevelt’s model for world order after World War II – the original idea of the four policemen, on which the permanent members of the Security Council were based. 

If you go back and read what FDR was writing back then it sounds and smells a lot like this. Of course, in the end it didn’t happen because they could not work with the Soviet Union, but it is worth remembering why that happened, why the US could not make it work with the Soviet Union. I have been spending a bit of time recently going back and reading that early Cold War stuff for obvious reasons. It is interesting to recall that the argument that Kennan made in the X Article, that the core of the proposition that started American down the road to containment was that they could not do deals with the Soviet Union of the kind I say they should do with China. 

The core argument Kennan made in the article is that we could not do that kind of deal with the Soviet Union because the legitimacy of the Soviet Government depended on it maintaining a hostile relationship with the outside world, because that was the only thing the Soviet Union had going for it. 

It is an interesting question about whether that was a true judgement about the Soviet Union, but I am absolutely sure it is not true of China today. The Chinese have their problems about legitimacy, but they have a lot more going for them in the legitimacy stakes than an adversarial relationship with the outside world, they have something going for them that the Soviet Union never had and that is 10 per cent growth per annum, compounding. 

So I do think there is a huge choice for America here and I do think there is a huge choice for America’s friends and allies in the Pacific, and let me just finish with these points.

To be prepared to negotiate this kind of deal with China, and for that matter with the others – America doing this with Japan would be an interesting story. It would be a big shift, but as I say if it’s the biggest shift in America’s history, of its diplomatic and strategic posture, it is because it is the biggest shift in America’s history of its relative strategic weight and now is the time to do it.

It is worth bearing in mind that America, when it entered the world in the 1880s and 90s at the time when it became the biggest economy in the world, it accepted primacy in order to uphold order, not for its own sake. I am sufficiently an idealist and sufficiently idealistic lover of America to believe that bit of the American Story. I think they really did that. 

But now it needs to decide whether it still sees primacy just as a means to order or as an end in itself, because the choice it faces in Asia, as it decides whether it wants to compete or share, is the choice between order and primacy – and there is a temptation to sacrifice order in Asia in order to sustain primacy. 

That temptation is there, of course because being the dominant power in the world is no longer just a policy for America it is an identity, it is what they are. And it is worth making the point that being ally of that kind of country is not just a policy for Australia, it is a question of identity, it is what we are. 

That is why our present predicament is so hard. We are being asked to do something we have never done before and this is contemplate as a piece of policy moving away from the advocacy of continued primacy of our great and powerful friend. For 230 years we have regarded the security of society on this continent as requiring, as a necessary and sufficient condition, the domination of the Western Pacific by an Anglo Saxon maritime power that was also a very close friend. 

It is one of the remarkable things about Australian history is that except for the months between the 7 or 8 of December 1941 and the 22 May, I think it was, the Battle of Midway 1942, an Anglo Saxon maritime power has been the dominant power in the Western Pacific every month since Arthur Philip turned up – and that has been golden for us.

But Arthur Philip turned up at about the time the United Kingdom overtook China to be the strongest economy in the world, so we are at the end of that cycle as well. For us to change now would be a very big step. We have never before contemplated our own relations with Asia being unmediated by a dominant Anglo-Saxon naval power. It is a great test for us as to how we handle this issue.

To finish very briefly, I think it is a test at the moment we are failing. The data that is available to us on what Kevin Rudd said to Hilary Clinton, as reported in the cable, is fragmentary, because I am replying on press reports of a diplomatic cable and I hope any diplomats in the room won’t mind me saying that in my experience leaked diplomatic cables are not always necessarily and by definition a 100 per cent accurate record of what the principle said. 

But I do think it confirms the impression I have had from looking at the Ausmin outcome, which is that the Australian Government at the moment is stuck in the view that the only way to respond to China’s rise is to try and preserve US primacy unmodified.

The Australian Government says that it doesn’t want to choose between our relationship with China and our relationship with the US, but if that is our policy, it is one that just about guarantees that we will have to choose, because if the US tries to preserve primacy unchanged in the face of China’s growing power, the Chinese will resist it and we will have a competitive relationship.

So I think we are way overdue in Australia for a much more serious public debate, as well as an internal policy debate about how we respond to this really momentous issue – and we don’t have much time. 

We don’t have much time in two ways: The first is that the slide into competition is already under way. That is what was happening when Hilary Clinton and Barack Obama went round the Pacific last month. Once that slide begins it is very hard to reverse it. Building the trust required to build the kind of concert I am talking about is really hard from a standing start, but it is even harder when we are already heading in the opposite direction.

The second is that a stupid incident at any time could tip the two powers towards a confrontation from which it would be impossible to recover. And although one has to be very careful with these historical metaphors, the whole thing could take on a Sarajevo kind of a flavour. 

For that reasons we really do need to press our politicians – to expect more of our politicians than we have so far seen - as to how seriously they engage these kinds of questions; how seriously they engage with the US on them.

Thank you very much. 

QUESTIONS

When do we start negotiations with China? You have described China as a bully, and if you sit down with a bully you will lose out. 

That is not a reason not to negotiate, it is a reason to make sure you have worked out your negotiating position in advance and what you are prepared to give away and what you are not. 

I am less pessimistic than you are about the fact that we can get the Chinese to talk about these things, because it does seem to me that the trouble with all sorts of conversations that America tries to have with China at the moment, is that it tries to have these conversations within a framework of an order which it dominates.

Once China is given a stronger stake in the order, I think you will find it will become, as the Americans like to say, a responsible stakeholder. China is reluctant to negotiate, for example, on maritime jurisdictional issues because it believes, fairly correctly in some ways, that the US claims prerogatives for naval operations in the western Pacific which they do not believe the US will accord to them – and I have some sympathy with them on that. 

If and when the US can make it clear it is prepared to treat China as an equal, it will be a lot easier to negotiate with them on the details.

So I do take your point, but I think that in the end waiting for the point when you are negotiating from a position of strength can end up being a very dangerous thing to do – and somehow you are never quite strong enough. You wait another six months to see if you are stronger, but it is a bad six months so you don’t negotiate. So I would be a bit more courageous.

It is not as though we are weak – this is still the US, still the strongest country in the world with a pile of nuclear weapons you couldn’t step over. It has a whole lot of friends and allies and a lot of assets.

The proposition is that for a long time we thought China was so weak we did not need to negotiate with it, and all of a sudden we have slipped – without any point in between – to thinking they are too strong to negotiate with. That can’t be right.

Could you comment on what is happening with the Korean situation?

It is a complicated question. Let me start with this proposition: the Korean Peninsula is less of a problem in the Asian order than most other people think because at least in the short-to-medium term the US and China have broadly convergent objectives there. 

In the long term the outcome that everyone wants is better for China than it is for the US, and I don’t think the US quite realises that, or at least seems prepared to look away, but I think in the end a unified Korean Peninsula on South Korean terms ends up being more of a Chinese asset than an American asset. 

But, of course, we have got to get there from here and what I think is really interesting about the Korean situation at the moment is how the conduct of the North Korean regime plays into the US-China relationship, and that is a different question. One thing about the way the US and China see the final outcome of the Korean Peninsula is that there is quite a lot of convergence.  

The US criticises China for not doing more to control the North Koreans. It appears to believe that it works for the US to criticise China for this. I have some scepticism on that for two reasons. The first is that I do think that China has much less control over North Korea than the Americans pretend to think, although I do not believe the American really believe that China has much control, but they enjoy trying to embarrass the Chinese by pretending they do.

The Chinese do have control over North Korea – it is a switch. They can turn it off. But what the American position suggests is that China has a joystick, like you control a model car; let it zoom around the room. But anyone who has worked at any stage of their careers on Australia’s relationship with Papua New Guinea – without wanting to be impolite about PNG, it is a fine country, I don’t really like comparing it with North Korea – but the influence Australia has over PNG policy and the influence that China has over North Korean policy, I can sympathise with the Chinese. At least PNG doesn’t have nukes. 

I am not absolutely sure about this business of trying to embarrass the Chinese by saying ‘really you must keep the North Koreans under control’. To me the Americans keep on looking weak on North Korea, in relation to nuclearisation but also in relation to bad conduct, like the shelling last week. I was in Seoul when it happened to talk about nuclear deterrents.

The problem for the US is that whenever that happens it jumps up and down and escalates the rhetoric, then fails to do anything about it; fails to press the Chinese to do anything about it; it fails to deter the North Koreans and I feel that as a principle of statecraft, it is a bad idea to keep on making a noise about things and demanding action when there is not going to be a result. That is true above all of North Korea’s nuclear program. 

The fact is the US has now declared for as long as there has been a nuclear program that it is unacceptable – it’s the word they keep using; but they accept it, and they will accept it. They are not going to go to war with North Korea in order to de-nuclearise it. 

It is a really bad principle to allow yourself to get to the position to keep on declaring a policy that you have no means to implement. I actually think America’s position in Asia is still strong, but it has got a bit weaker by the way it has declared policies on North Korea which it does not have to means to implement. I might say the same about Iran and a few other parts of the world as well, but that is another story.

Can you reflect briefly on the contest for influence between India-Japan and China? I know you are a brutalist who thinks it all turns on GDP. In terms of potential threats to the order, what if the threat is not to Asia but is in the shape of something like a South-East African Co-prosperity Area?

Two very good points. The question about whether I am right to put so much emphasis on raw GDP is a big point and I won’t pursue that now, simply to say that sometimes it makes me feel like an old Marxist and I do actually think that money isn’t everything, but it is way ahead of anything else. 

I think the reason why strategic competition between China and Japan and China and India look different in tone and texture from strategic competition between US and China is precisely because the US and China are the two biggest countries in the system by quite a long chalk.

More or less by definition the way in which the US and China-Japan and China-India competition play out is very much framed by the US-China relationship. If you remove that; if the US took my Option One and withdrew, then I actually think you would end up with a much more traditional and scarier-looking strategic competition between those three and how that worked out and whether they did the inevitable fourth-form dancing class manoeuvre of the two weaker ones ganging up on the stronger one, or whether they did something more subtle and innovative, would be an interesting question.

For the reasons I touched on before, I do think there is a possibility that the US might withdraw, not from east of Suez in a day, but slowly and surely, in which case the way in which China-Japan and China-India, and potentially also the Russian relationship played out would be a very big part of it.

On the second point, I have been telling very much an Asian story and there is a reason for that. I do think Asia functions as a more or less strategic system for reasons that are internal to Asia, and particularly because there is so much power there relative to the rest of the world. So what happens in the rest of the world doesn’t actually matter very much.

I have left Russia out of my analysis and that might be proved to be wrong, but the reason I have is that I have a working hypotheses that Russia will be a Great Power in Europe and possibly a Great Power in the Middle East, but won’t have enough strategic weight of its own to be a Great Power in Asia.

One of the reasons is notwithstanding all that land, for Russia it is still a power projection problem. It is a big ask to operate at the other end of that immense land mass. In the end Russia’s interests and opportunities there are not that great. It is one thing to think that you might have a few strategic opportunities in small neighbours like Georgia or the Baltic States or even Ukraine on a good day, but when the country you face on mainland Asia and the Far East is today’s China, you have very little strategic opportunities. 

But there is a broader point, and I think the existence of a global strategic system, which is so much part of the strategic culture we have grown up with during the Cold War, is I think, very much a reflection of a passing moment of world history; a moment in which a few states around the world had the relative power to project strategically significant amounts of weight almost anywhere – the British, the French, the Germans, the Russians to a certain extent, and the Americans acquired it in the 19th century.

By the end of World War II only the Americans and the Russians had it, but they had it in abundance, so we got very used to think that there was a global strategic system. But now, it is much harder for that to happen. There is now so much strategic weight indigenously in Asia that no outside power except the US has a chance of projecting strategic amounts of weight into the region. 

It is not even 100 per cent clear to me that the US can indefinitely. I think it can for a long time to come, significant enough to prevent China dominating. 

But while the world may continue to globalise economically, I think it could re-regionalise strategically and so we will have a North Atlantic strategic situation in which China will play no role, but the Europeans will not be a strategic player in the North Pacific either. 

What happens in Africa? I do think there is a chance that we could see a rather neo-colonial-style scramble for influence as China, for example, starts to rely more heavily on those sources and you could see a re-mercantilisation, but this is the one point where I get a bit optimistic.

If the broad strategic relationship in Asia is reasonably congenial, I think those sorts of competitions will end up being managed in a fairly commercial fashion. Whoever wants the iron ore most will pay the highest price for it and they will get it.

However, if we have full-scale strategic competition in the heartland – in this case north-east Asia, then that will be what dominates the strategic competition and the other stuff will just be a sideshow. In the same way the African competition before World War I was a serious strategic deal and during the war became just an amusing source of colour pieces for journalists.     

