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China’s seeking client states, not ideological conquests

I)lpl(mn
Australia can’t
sitin the
slipstream of
the G7 or the
US. We need
ourown
engage and
constrain
strategy as
Beijing seeks
to dominate
the Indo-
Pacific.

Peter
Varghese

A fromthe G7

in Cornwall comforted by the support of
others. Butjoint statements tend elegantly
to fudge differences and do notabsolve us
from reaching our own conclusions and
crafting our own strategies.

Australia’s China policy cannot simply sit
in the slipstream of US or G7 policy. We
have our own distinctive interests to protect
and advance. That demands clear-eyed
thinking about what China isand isnot.

The starting point of foreign policyis to
take theworld asit is. China is a one-party
Leninist state led by a party abso]utely

itted to its ion of
political power. Thatis unlikely to change in
our lifetimes, and nor is it likely that China
will lose its position as the largest or
second-largest economy with a matching
military capacity. This was the essential
message of Singapore’s Prime Minister Lee
Hsien Loong to Scott Morrison.

None of this makes China our enemy. It
does not have designs on our territory. To
the extent that China seeks to covertly
influence our decisions or to infiltrate our
institutions, we have the capacity todeal
with thatand we are doing so.

China is the strategic competitor of the US
but that does not automatically make it the
strategic competitor of Australia. We would
like to see the US retain its position as the
pre-eminent global power but that does not
mean thatany country that seeks to
dislodge the US from its perch of primacy is
our adversary.

Soif China is notan enemy, adversary or
competitor of Australia does that meanwe
can be relaxed about its stmteglc

iti No.For A i
rubarises from China’s ambmon tobecome
the predominant power in the Indo-Pacific,
ifnotbeyond.

China wants to reach back to the Middle
Kingdomwhere harmony was a hierarchy

China wants to make the world safe for autocracies. PHOTO: ADAM TAYLOR

100 Years of
the Communist -

their place and they would quickly see the
logic of not acting inways that ran counter
toChina's interests. For China, the future is
the past, broken only by a century of
humiliation and four decades of
extraordinary economic catch-up.

The pull of the Middle Kingdom is notan

ical long march. Ideology does play

China cannot win the
battle of ideas in well

challenge comes not from China but from
the urgency torenew our capacity todeliver
liberty, prospemy and social stability.

USPr Joe Biden und ds this.

Australia does not want to seeareturn to
the Middle Kingdom because we have no
interestin beinga tributary state. Thatiswhy
balancing arrangements such as the Quad is
important. They help blunt the re-creation of
the Middle Kingdom. They offer a platform
for pushing back when China’s behaviour
crosses theline in terms of coercion or
breaches of international law and norms.

The Quad and a more China-focused G7
signal that China must be both engaged and
constrained. Itcannot be ignored. It cannot
be decoupled from the global economy. Nor
can itbe excluded from the search for
solutions to big global challenges such as
climate change, pandemics and the
proliferation of nuclear weapons.

China's pragmatism seems to have
deserted it for now. Its wolf-warrior
dipl is counterp:
but plays toa domestic audience. China also
has its ownversion of neocons who believe
the time has come for it to use its power
more overtly to secure its goals. The risk of

. ) overreach is high.
established democracies InChinaand Australia, domestic
. . compulsions are playing a large role in the
Ilke Australla. execution of foreign policy. Ours are easier
to see than in the opaque Chinese system.
Australia cannot change China’s
its clai 1 thantoany ions but we can do more toset out
to crush democracies. how we see China, where we differ,and
'I'tmewillbe]mgemems during the ‘where we can work together.
jons of the Party’s Holding true to our values is a given, nota
centenaryon JulyL strategy. We need a clearer sense of whatwe
Yes, China wants to make theworld safe want from the relationship and how we
for ies. But this i a might get there. The diplomatic ball is never
defe mtereSLChmscmnotwmthe only inone court.

animportantrole in the thinking of the
Chinese Communist Party. Butitrelates
more to the role of the party, itsleadership

battle ofideasinwelk

democracies suchas Australia. If thisisan
existential threat then itisalsoa phoney

Peter Varghese is the chancellor of the University
of Queensland and a former secretary of the

with China at its peak. Other states knew in reversing the century of humiliationand | war. The West's greater democratic Department of Foreign Affairs and Trade.
. . . . .
For Labor, the next election is 1983 all over again | Inflation panic
proves transitory
eform The reoentdamslonbyﬂle Fau'Work whatit used to be. Fewer than 10 per cent of As Paul Krugman putitin 1994:
e x Cc private sectorworkers belong to unions. For : “Productivityisn’t everything, butin the Paul Krugman
The fight for wagein Ausu'alm to 52033 anhourwas many workers, the FairWork Commission  : long runitisalmost everything. A country’s
the minimum announced with little fanfare. A modest performs the role unions once did. ability toimprove its standard of livingover | R wheneveryone
wage is increase in the minimum wage, anda Thisleavesthe ALPwithareducedbase— : timedependsalmostentirelyonitsabilityto | aboutinflation, warmng ominously about
Ol

already won.
The ALP must
focus on how
capital and
labour can
work together
to lift
productivity
and living
standards.

e
Richard
Holden

25 peroentmcmasemawardwag&s,wnﬂbe
earth-

butnot: ing news for
mostworkers.
Yet behind this seemingly small stepis

the end of along ascent. In somewaysit
marks the full integration of the goals of the
labour movement into the mainstream

f; gover - f the
polmca] persuasion of that government.

‘While politicians and activistsin the

United States continue the so-called “Fight
for Fifteen” (a $US15 minimum wage), from
July 1 Australians willwitnesswhatone
might call the "I'nu.mph of’ Twemy -Thisis

powerterms,bemgfoughtformmeUS a
fight that seems to have along way to go.
Butithas already beenachieved in
Australia, and through the administrative
state rather than at the ballotbox orin the
streets.
Andwhlleth!smsomewaysoughttobea

asreﬂcctedmltspmttyd.lsmalshareofﬂle
primaryvote in election after election. It's
hard to see how chasing a shrinking base is
arecipe for electoral success. And doing so
by appeasingworkers in declining fossil fuel
industries comes with its own political costs
in major cities.

Rhetoric and policy
aimed at clipping the
wings of ‘the big end
of town’ rather misses
the point.

Former USvice-president Hubert

Humphrey purportedly told Jesse Jackson
three days before he died: “All of the

the political the

forrejoicing in the A
Labor Party, in many ways it is the party’s
“dog that caught the car” moment.

The ALP and the union movement have
achieved a great deal forworkers over
decades of struggle and manoeuvring. But
those achievements have left the union
movementwith an unclear future, and the
Labor Party with a base in secular decline.

Thelabour movementis concerned
about “insecure” and casualwork—and
there is good reason for that. But the threat
seems significantly smaller thanina
country such as the US. And between the
Fair Work Commission and the courts,a
compromise between capital and labour
may well be made with relatively little union
or Labor Party involvement.

The union movement, simply put, isn't

cmwds, and the great fights are behind me
now.” Thanks to its own success, the great
fights of the Australian labour

raise its output perworker.”

The productivity fight isn’tan arm wrestle
over what share of the economic pie
'workers get; it's a fight about how to get
firms to invest more to make better use of
workers'skills, and it'sabouthow toget

1970s-ty K, many p

still suymg such things. But forthose paymg

closer attention to the flow of new

information, inflation panic is so last week.
Recent data and statements from the

Federal R&serve have deflated the case fora

fl For that

government to provide a modern eak of i
and training system that develops those case has always depended on asserting that
skillsin the first place. the Fed is either intellectually or morally

For the Labor Party, rhetoric and policy
aimed at clipping the wings of “the bigend
of town™ rather misses the point. The
modern Australian economy is nota clash
of capital versus labour, it's a story of capital
andlabour.

Oratleastit has tobe if living standards
are meani torise.

From the Productivity Commission to the
Henry tax review, from Treasury to the
Reserve Bank, there have been lots of
mqlunesw:thlotsofgood ldeas abouthow

toimprove p few of
theseideas have been u'nplementad by
either side of politics.

Such reforms require effortand the use of
1 capital now for a pay-off that takes

arealso behind itnow.

That presents the Labor Partywitha
serious challenge. It needs tofind away to
stay true toits values and fight to make
workers better off.

Thatwon't be achieved by backing a fossil
fuel sector in global decline.

But as the upcoming Intergenerational
Report is likely to highlight, we are facinga
serious national productivity challenge.

Itis how we respond to that

time to see.

But these reforms are the crucial
determinant of living standards in the
coming decades.

Inasense,it's1983all over again. And the
nextelectionwill be an important test of
whether Labor (and labour) can see a way
forward to the battles of the future rather
than keep fighting those they have already

won.

deficient (or both). That is, to panic over
inflation, you had to believe either thatthe
Fed's model of how inflation works is all
‘wrong or that the Fed would lack the
political courage to cool off the economy if it
'were to become dangerously overheated.

Both beliefs have lost most of whatever
credibility they may have had.

Since the 1970s, many economists have
med to dlsnngulsh between transitory

ininflation driven by temporary

factors and an underlying “core” inflation
rate thatismuch more stable—but also hard
to bring down if it gets high. The idea is that
polny should largely ignore rmnsm)ry

flation, and worry only if core infl:
looks as f it's getting too high (or too low).

Since 2004, the Fed has published an
estimate of core inflation it uses to fend off
demands to tighten monetary policy in the

face of inflation it considers temporary.
TheFedhasbeenargm)gdmtmcmtmce
and that this episode, like

ﬂlemﬂaﬂonlilpgfzolo-].l,mllso:)nbewer
To be fair, government support for the
economy is much stronger now, but the
vehemence of the inflation rhetoric has been
wildly disp tionate to the actual risks.

thatwill have the largestimpact on the
wagesand conditions of workers of all kinds
—male or female, permanent or casual,
highly skilled or not.

RichardHolden is professor of economics at
UNSW Business School and president-elect of
the Academy of the Social Sciences in
Australia.
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