
alliance.ussc.edu.au
August 2012

THE AUSTRALIA-US
ALLIANCE AND ITS 
REGIONAL CONTEXT 
IN ASIA 
Michael L’Estrange



US STUDIES CENTRE    |    ALLIANCE 21 
THE AUSTRALIA-US ALLIANCE AND ITS REGIONAL CONTEXT IN ASIA

The Alliance 21 Program is a multi-year research initiative 
that examines the historically strong Australia-United 
States relationship and works to address the challenges 
and opportunities ahead as the alliance evolves in a 
changing Asia.  Based within the United States Studies 
Centre at the University of Sydney, the program was 
launched by the Australian Prime Minister in 2011 as a 
public-private partnership to develop new insights and 
policy ideas. 

The Australian Government and corporate partners Boral, 
Dow, News Corp Australia, and Northrop Grumman 
Australia support the program’s second phase, which 
commenced in July 2015 and is focused on the following 
core research areas: defence and security; resource 
sustainability; alliance systems in Asia; and trade, 
investment, and business innovation.

United States Studies Centre
Institute Building (H03)  
The University of Sydney NSW 2006

T:	 +61 2 9351 7249	     
E: 	 us-studies@sydney.edu.au   
W: 	ussc.edu.au

EXECUTIVE SUMMARY

■■ The Australia-US alliance is confronted with a range of political, economic, 
social and demographic changes that have redefined the character of the 
Asian region and how Asia interacts with the rest of the world.

■■ It is critical that the US and Australia differentiate between the difficult, but necessary, 
decisions they need to make as alliance partners, and the false choices they need to avoid.

■■ Both Australia and the US should clearly articulate their respective interests 
in order to advance their intersecting priorities through the Alliance.

The forces of change that continue to transform Asia’s strategic outlook have possible implications for the 
Australia-US alliance. Despite the continuities in Asia’s strategic landscape, an examination of four key changes is 
critical to any realistic assessment of the outlook for US-Australia alliance co-operation. They are (1) securitization 
of national interests; (2) the changing utility of military force; (3) the shifting balance of wealth and power; and 
(4) Asian regionalism. 

In light of the rapid strategic change in Asia Australia and the United States have intersecting but not identical 
strategic interests. These intersecting interests can be advanced through co-operation in a range of areas 
such as alliance burden-sharing and engaging constructively with China. Moving forward, the dynamics of the 
Australia-US relationship should reflect the priorities of both countries, within the context of a changed strategic 
landscape in Asia in the 21st century.

Cover image: “A Shanghai skyline” by David Almeida, licensed under CC BY 2.0.

The Alliance 21 Program receives funding support from the following partners. Research conclusions are derived 
independently and authors represent their own view, rather than an institutional one of the United States Studies Centre.
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The interests of the Australia–US alliance have never been defined solely by 
geography, and it is unlikely they ever will be. They have been defined in the past 
by the defence and security interests of both countries, which have a broader 
scope, and that frame of reference continues. Increasingly, the interests of the US-
Australia alliance are also shaped by the broader currents of international diplomacy 
and economics. it is on Asia that these alliance interests will be particularly focused 
over the period ahead. This is because Asia is increasingly the centre of gravity of 
global economic growth; it is the major destination for US and Australian exports; it 
has burgeoning defence expenditures as well as intensifying territorial and resource 
disputes; and it is home to three of the world’s most dangerous strategic tripwires 
in Taiwan, the Korean peninsula and India/Pakistan relations. 

This paper aims to assess the forces of change which are transforming Asia’s 
strategic outlook, and their implications for the Australia–US alliance. It focuses, 
in particular, on the continuing relevance of the alliance in Asia’s changing security 
circumstances, the necessary decisions and false choices that the alliance partners 
face, the complementarity of the alliance with new forms of Asian regionalism, and 
a future agenda for alliance management. 

1. Change and Continuity in the 
Strategic Order in Asia

‘Emerging Asia’ embodies a complex and evolving interaction between transforming 
forces of change and influential strategic continuities. Political, economic, social and 
demographic change is transforming the countries of Asia, re-shaping the contours 
of Asian regionalism and re-defining the character of how Asia engages with 
the rest of the world. These transforming forces of change in Asia co-exist with 
dynamics of continuity that have defined diversity and competition for influence 
in Asia for centuries. In a modern context and in different forms, these dynamics 
of continuity will interact with the forces of transforming change to shape Asia’s 
strategic future. 

The Australia-US alliance relationship serves important national interests in both 
countries. But its context reaches far beyond the bilateral. Its evolving character is 
shaped by regional and broader global developments, and particularly by the tides 
of economic and security change in Asia. The particular national interests of the 
United States and Australia that underpin their alliance relationship intersect with 

A paradox currently lies at the heart of the Australia–US alliance relationship. Now over sixty 
years old, it has never been stronger across all elements of its constituent parts including 
dialogue between political leaderships in both countries, military co-operation, diplomatic co- 
ordination, intelligence exchanges and levels of community support in both Australia and the 
United States. And yet, the questions about the relevance and effective scope of the alliance 
into the future seem to grow more insistent – questions that relate to alliance burden-sharing 
and Defence budgets, the independent interests of each alliance partner in relation to China, 
and their respective priorities in responding to the broader sources of political, economic, 
security, social and demographic change that are transforming Asia’s strategic context. 
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the wider interests of both countries in their engagement with ‘Emerging Asia’. 
A clear understanding, therefore, of the changes and continuities shaping Asia’s 
strategic future is critical to any realistic assessment of the outlook for US-Australia 
alliance co-operation.

Continuities from the Past in Asia’s Strategic Future

A sense of perspective is indispensible in analysing the strategic outlook in Asia. 
A focus on the pace and direction of change in Asia can too easily become all-
consuming. This is true whether the focus is on Asia’s unprecedented economic 
expansion, or its military modernisation, or its social change, or its poverty 
alleviation, or the many other dimensions of its transformation. This focus on what 
is changing is necessary in assessing the priorities of ‘Emerging Asia’, but it is 
not sufficient. Such assessments also need to weigh the influence of continuities. 
They need a sense of perspective that takes account of Mark Twain’s aphorism 
that ‘history does not repeat itself but it can rhyme’. 

Strategic continuities in Asia are apparent at a number of levels. They are reflected in 
the range of historical animosities, religious antagonisms, economic rivalries, ethnic 
tensions and territorial disputes that have deep roots. They are also apparent in the 
new forms of nationalism now taking shape in Asia. Nationalism has been a potent 
and often destabilising force in Asia’s past. The nationalism that is re-appearing 
once again in parts of Asia is assuming different forms to those of the past and it is 
directed at a wide range of grievances and purposes – from historical restitution to 
a sense of victimhood, from reinforcement of regime control to support for access 
to weapons of mass destruction technologies, and from a pursuit of national 
resource security objectives to the assertion of jurisdictional claims over disputed 
land and maritime areas. These and other grievances and purposes to which the 
new nationalisms in Asia are directed tap into longstanding fears and aspirations. 

They seek to enlist old means to achieve new ends.

Forces of Strategic Change in Asia

Asia’s strategic future is not divorced from its past, but it is also being shaped by 
forces of transformative change. There are many agents of such change in Asia’s 
strategic future, but four are of overriding significance.

Securitisation of National Interests

First, there is an expanding securitisation of national interests. This is not a 
phenomenon without historical precedent. Nor, in current circumstances, is 
the phenomenon confined to Asia. But it has specific and important strategic 
consequences throughout the Asian region. The scope of what constitutes ‘national 
security’ has broadened. It continues to include territorial integrity, hard power, 
military balances and existential 
threats to the state. But it also 
increasingly includes many other 
dimensions of state interests, 
focused on human security 
interests as well as on state 
security. Encompassed within 
the framework of ‘national 
security,’ therefore, is a range 
of issues previously regarded 
as more relevant to law enforcement, or economic management, or transport, or 
communications. 

This focus has broadened the concept of ‘national security’ for many states in Asia 
to include security of their access to resources such as food, water and energy; 
the assertion of their national rights to disputed territorial and maritime areas as 
well as in space; and the protection of their citizens from terrorism, cyber attacks, 
international crime, natural disasters and public health pandemics. For some, 
‘national security’ has broadened even further to encompass the impacts of climate 
change, environmental damage caused by other states and the consequences of 

A clear understanding of the changes 
and continuities shaping Asia’s 
strategic future is critical to any 
realistic assessment of the outlook for 
US-Australia alliance co-operation
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demographic change. 

In Asia, a focal point in the securitisation of national interests is concentrated on 
the competing claims among China, Japan, Taiwan and many ASEAN nations over 
territory and maritime resources in the East China Sea and the South China Sea. 
The practical assertions of sovereignty in relation to those competing claims are 
intensifying tensions and increasing the prospects of crisis. 

As the securitisation of national interests in Asia continues to gather momentum, 
the pressures on governments to anticipate challenges, and if necessary to pre-
empt them, have also grown. 

This new reality may lead to more dangerous brinkmanship across a wider range 
of issues. With a broader range of state interests now considered to be directly 
relevant to national security, assertiveness risks being exercised more than 
compromise, and the prospect of dangerous escalation of differences grows more 
prominently as a result. The expanding securitisation of national interests in Asia 
raises the stakes in the resolution of competing diplomatic, economic, territorial 
and resource claims by different regional countries. It increases the potential for 
greater strategic fragility. It also creates linkages across a widening range of issues, 
opening up prospects for leverage of both a constructive and destabilising kind.

The Changing Utility of Military Force

A second dimension of strategic change in Asia relates to developments affecting 
the utility of military force. These developments include the role of nuclear 
brinkmanship in states such as North Korea; the evolution of strategic doctrines 
(such as sea denial, sea control and power projection); the modernisation of 
offensive and longer-range conventional capabilities (particularly the development 
of precision-guided weapons); the rapidly escalating military expenditures of many 
Asian countries; and the enhanced significance of low intensity operations and 
irregular or asymmetric capabilities. 

The utility of military force is also shifting in terms of its coercive power to threaten, 

intimidate, cajole, gain leverage or assert linkage. Coercion among states has been 
exercised in varying forms for centuries. In the Cold War period, coercion was 
reflected in policies based on deterrence, compellence and coercive diplomacy. 
The purposes of such policies, particularly deterrence, were defensive rather than 
aggressive. 

In the contemporary period, coercive policies among states have evolved. They 
are reflected in the modern concept of strategic coercion on which Professor Sir 
Lawrence Freedman has written insightfully. Strategic coercion is the deliberate 
use by one state, or group of states, of threats – direct or implied, specific or 
general, military or non-military - to influence the strategic choices of another state 
or group of states. 

Strategic coercion is apparent in many parts of the world. It is becoming particularly 
apparent in Asia. Such coercion does not threaten territorial conquest but it seeks 
to shape the ways in which states define and pursue their national interests. It 
seeks linkage, particularly between security policies, diplomatic priorities and 
economic co-operation. 

Strategic coercion in Asia is being exerted by different countries on different issues 
with varying intensities. Its most intense and general application is that exerted by 
China in relation to disputed maritime and territorial claims, resource vulnerability 
and competing diplomatic agendas. 

This broadening use of the coercive power of military, diplomatic and economic 
assets entails inherent instability. Those asserting coercive power know that it will 
not achieve its desired goals if the threat of actual coercion is not perceived as 
real. The danger, therefore, lies in a destabilising spiral of threat and counter-threat 
in which the risk of miscalculation grows and the prospects of crisis and conflict 
become more likely.

The Shifting Balance of Wealth and Power

A third driving force of strategic change in Asia lies in the consequences of the 
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shifting balance of wealth and power from West to East. This shift is creating new 
intersections between geopolitics and geoeconomics in Asia and beyond. It is 
breaking down old demarcations between global and regional interests as well as 
between domestic and international policymaking. It is creating a strategic order in 
Asia that will be more complex and more contested than in the recent past - one 
in which a number of unequal major powers will compete on some issues and 
co-operate on others, in which the United States will continue to be the strongest 
power but in which its relative advantage will continue to diminish. 

The manifestations of the shifting global balance of wealth and power are reflected 
in the changing patterns of global trade, production, consumption, savings, 
investment and capital flows. It is apparent in the gravest economic crisis in 
Europe for over half a century, in the imposing macroeconomic challenges facing 
the United States, and in the continuing low levels of economic growth in Japan. It 
is also apparent in the ongoing rise of China and India, the ‘productivity revolutions’ 
in both those countries and the structural shock they have delivered to Western 
economies. Beyond China and India, the shifting global economic balance is also 
evident in the rapid evolution of other rising Asian economies in South Korea, 
Indonesia, Vietnam and elsewhere. 

Over both the short and longer term, this shifting balance between developed and 
emerging economies is likely to be further consolidated. 

These trends have strategic consequences, particularly in terms of military 
expenditures, security objectives and alliance management. They also have 
economic and diplomatic consequences in terms of rising protectionist pressures 
in some states, new forms of ‘state capitalism’ in others, growing resentments 
against perceptions of unfair trade access and currency valuation policies, and 
the rising influence of major emerging economies in international economic 
organisations (particularly the International Monetary Fund, the World Bank, 
the World Trade Organisation and the G20). Asia is at the cutting edge of these 
strategic, economic and diplomatic changes that highlight a fundamentally different 
interaction between economic realities and security objectives to what existed 
even a decade ago. 

At the epicentre of the new intersections between economics and security lie the 
changing relationships among the major powers in the region (the United States, 
China, Japan and India) and the rising influence of states such as South Korea, 
Indonesia and others. 

The most consequential of all of these power relationships for the strategic 
environment in Asia and beyond is that between the United States and China. 
The most likely future of that relationship is one characterised by the quest for 
competitive advantage as well as the search for mutually beneficial areas of co-
operation. This is because the US-China relationship is not a zero sum one. Neither 
country will be able to dominate the other. And the resolution of any major economic 
or security challenge affecting the broader international community will require a 
tacit or explicit shared understanding between China and the United States. 

Specific interdependent realities 
and significant independent 
capabilities underpin the need 
for effective co-operation 
between the United States 
and China. They also ensure 
the inevitability of strategic 
competition and rivalry for 
influence between them. 

The drivers of US-China co-operation lie in the critical challenges they each face. 
They are challenges that give each country a vital interest in avoiding strategic 
disorder, globally and in the Asia-Pacific region in particular. 

The United States confronts a sustained period of difficult policy adjustments in 
addressing its debt and deficit realities and in defining a new strategic doctrine that 
takes account of its global security aspirations as well as its diminishing capacity to 
achieve all of them. 

China’s major current and ongoing priority is its domestic economic development 

At the epicentre of the new intersections 
between economics and security lie 
the changing relationships among 
the major powers in the region 
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which its Government sees as indispensible to its continuing political control and 
the social stability of the nation. The challenges China faces in pursuing that priority 
are formidable. At one level, they relate to macroeconomic management, resource 
constraints, ethnic tensions, wealth disparities, and regional resentments within 
different parts of China as well as longer-term pressures generated by demographic 
change and increasing urbanisation. They encompass contemporary challenges 
to China’s high growth levels including rising inflation, speculative property 
investment, local government debt and mismanagement, excessive regulation and 
the influence of monopolies and oligopolies. They also encompass major changes 
in China’s political leadership, internal power struggles, rivalry between assertive 
nationalists and those more supportive of constructive international engagement 
as well as institutional competition between civilian and military agencies. At 
another and even deeper level, the challenges that China is facing relate to the 
search for a new engine of economic growth − one based less on the low-cost, 
labour-intensive manufacturing model that has served China well since the 1970’s, 
and more on utilising capital, services, innovation and knowledge in ways that 
enhance China’s international economic competitiveness. That latter challenge will 
entail complex adjustments to China’s established policy settings on core issues 
such as its currency valuation, its levels of taxation, its financial, wages and welfare 
systems, its social infrastructure generally, its rule of law and its regulation of the 
digital economy. 

Both China and the United States will be better placed to meet these different 
but imposing challenges in circumstances in which global economic growth is 
dynamic, international trade and investment remain relatively open, the strategic 
outlook is stable, and the China-US relationship is non-confrontational. 

This mutual need for effective co-operation in the US-China relationship co-exists 
with the inevitability of strategic competition between them. China’s diplomatic 
influence, economic weight and military capabilities make it a rapidly rising power. 
For all its ongoing strengths, the United States is an established power whose 
capacity for strategic influence is declining in relative terms. These realties make 
US-China strategic competition inevitable but not necessarily destabilising. Both 

wish to avoid competing from positions of weakness but the interests of neither 
country are served by allowing that competition to degenerate into ongoing crisis, 
let alone confrontation. 

The consequences of these changing contours in the US-China relationship are 
far-reaching but not open–ended. They will reflect China’s rising economic and 
strategic weight but also its constraints and fragilities. Furthermore, they will reflect 
the relative decline in America’s strategic predominance but also its enduring 
comparative advantages in terms of technology, innovation, military capacity and 
global reach. 

The US-China relationship is a formative, but not an 
exclusive, influence shaping Asia’s regional order. 

India’s rapid pace of economic growth is 
underpinning new parameters of India’s strategic 
ambition. Its evolution as ‘the swing state’ in the 
global balance of power will continue. But it will 
be an evolution over the longer term rather than 
more imminently. India will seek to consolidate its 
impressive economic advances at the same time 
as it contends with its key domestic challenges in 
implementing more effective governance, achieving sustained macroeconomic 
stability, countering corruption, addressing infrastructure inadequacies, reducing 
social, cultural and religious divisions, alleviating chronic widespread poverty 
and ameliorating environmental degradation. These domestic priorities will be 
accompanied by the assertion of India’s strategic ambitions which are wide-ranging. 
They include building on India’s new and positive partnership with United States 
as well as expanding its economic interaction with China; balancing China’s rising 
strategic influence in East Asia as well as competing effectively with China for 
leadership of a significant and growing proportion of the developing world; avoiding 
policy options that are perceived as part of any co-ordinated Western containment 
strategies against China; and enhancing India’s role as a significant global strategic 
influence and a major power in Asia, including the predominant maritime power in 

The US-China relationship 
is a formative, but 
not an exclusive, 
influence shaping 
Asia’s regional order
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the coincidence of history and geography on a peninsula where one of the world’s 
most dangerous nuclear tripwires is located and where North Korean brinkmanship 
consistently threatens regional and global stability. The ROK’s strategic significance, 
however, also derives from factors other than history and geography – its economic 
dynamism, its aspiring ‘middle power’ role, its alliance with the United States, its 
economic partnership with China, its active global and regional diplomacy, and its 
significantly expanded provision of overseas development assistance. 

Indonesia’s influence in the evolving contours of ‘Emerging Asia’ will also be 
considerable. The dimensions of that influence will reflect, in particular, Indonesia’s 
sense of vulnerability as well as its sense of natural leadership in South East Asia. 

Indonesia’s sense of vulnerability emanates from the scale of the economic 
development challenges it faces, its endemic levels of poverty, the shallow roots 
of its democratic governance, the extent of its geographic fragmentation with 
its archipelago of around 17,000 islands, and the scope of its ethnic, cultural and 
linguistic differences. 

This sense of vulnerability co-exists with Indonesia’s sense of natural leadership in 
South East Asia and its aspirations to leadership beyond the region. This impetus 
to lead derives from Indonesia’s rapid and sustained recent economic growth, its 
geographic footprint (including its maritime assets as an archipelagic state), the 
size of its population (of over 230 million people), its strategic location, its natural 
resources and its influence as the largest Muslim nation in the world. 

These twin dynamics of vulnerability and leadership in Indonesia’s interactions 
within Asia, and beyond, result in cycles of introspection and confident pursuit of its 
interests and aspirations. Under the Presidency of Susilo Bambang Yudhoyono, the 
pursuit of those interests has been activist, constructive, internationally focused as 
well as supportive of a more pervasive sense of Asian regionalism. With President 
Yudhoyono completing his second and final term in 2014, with Indonesia’s 
economic growth accelerating, with rising nationalist voices growing louder and 
with conservative Islamic influences in Indonesia also becoming more assertive, 
Indonesia’s influence in ‘Emerging Asia’ is set to become even more important but 

the Indian Ocean. 

Japan’s influence in the changing strategic context that characterises ‘Emerging 
Asia’ will continue to be significant. But it will also be just as constrained, if not 
more so, than in the recent past. Japan’s influence will derive from its standing 
as the world’s third largest economy, from its expenditure on defence capabilities 
that is among the highest in the world, from its active engagement in regional and 
global diplomacy, and from its longstanding role as one of the main providers of 
overseas development assistance. Furthermore, Japan’s alliance relationship with 
the United States, and its critical role in facilitating American access in the Asia-
Pacific, give it added strategic and diplomatic weight. 

Despite these national assets, however, Japan confronts a diversity of challenges 
that have constrained its strategic influence in Asia over recent times, and that in all 
likelihood will continue to do so. These challenges include the fragilities of Japan’s 
political system, the under-performance of its economy over a decade or more, 
the limitations and complications of its relationships with China and the Republic 
of Korea, the ongoing uncertainties about priorities in its national policymaking 
following the 2011 tsunami, its ineffectiveness in leveraging its national assets in 
support of enhanced regional strategic influence, the constraints of its Constitution 
on its international role, and the impact of its demographic realities (with Japan’s 
population estimated to fall by around 30% over the next 50 years). 

The scale and long-term nature of these challenges mean that although Japan will 
continue to play an important economic role in ‘Emerging Asia,’ its effectiveness 
in leading and shaping developments in regional diplomacy and security issues will 
continue to be disproportionate to its potential. 

The shifting balance of power and influence to, and within, ‘Emerging Asia’ will not 
be defined solely by the interactions among the major powers (the United States, 
China, India and Japan). Other states will also contribute in vital ways to Asia’s 
economic and security prospects in the period ahead. 

The Republic of Korea (ROK) will be a critical influence. This is partly a result of 
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sources of economic growth. 

These influences have underpinned the new regionalist momentum in Asia. They 
have shaped many of the deliberations in established regional groupings such 
as ASEAN, the ASEAN Regional Forum and APEC as well as in more recently 
established ones such as the East Asia Summit and the Shanghai Co-operation 
Organisation. They have also provided an impetus for the negotiation of a range of 
bilateral and plurilateral free trade agreements throughout Asia as well as for Track 
I and Track II regional security and economic forums. 

The contemporary Asian form of regionalism is built on coalitions of practical 
interests more than on ideology or values. It is overlapping rather than neatly 
demarcated. It epitomises a ‘messy multilateralism’ that is complex, networked, 
flexible, with multiple memberships and not centrally co-ordinated in any coherent 
way.

2. The Strategic Outlook for Emerging Asia: 
Implications for the Australia-US Alliance

In this context of rapid strategic change in Asia, Australia and the United States have 
intersecting but not identical strategic interests. The alliance relationship between 
both countries reflects many shared perspectives across regional diplomatic, trade, 
investment and security priorities. But, within that framework, each country has its 
own particular interests to advance and its own specific bilateral and multilateral 
agendas to pursue, whether they be in relation to the structure and deployment of 
its military forces, the balance of its global interests and regional priorities, or issues 
relating to its economic engagement in Asia. Across some of these divergent 
interests and agendas, particularly in relation to trade and investment, Australia 
and the United States often compete. On others, their priorities vary because of 
the different perspectives of a global superpower and those of an aspiring middle 
power. 

The reality of these differences is neither surprising nor new. The central modern 
challenge for the Australia-US alliance is to identify the vital areas of common ground 

less easy to predict. 

Other states will also contribute significantly to the economic and strategic outlook in 
‘Emerging Asia’. Vietnam’s dynamic economic growth and geopolitical significance 
will make it an increasingly influential player in regional affairs. Singapore’s role as 
a trade and investment hub and as a close strategic partner of the United States 
gives it a regional significance that is disproportionate to its size. Thailand’s divided 
politics and the ongoing insurgent activities in its southern region constrain its 
effectiveness as a regional leader and increase the potential for further instabilities. 
Malaysia’s regional role as South East Asia’s third largest economy (after Indonesia 
and Thailand), its close ties with China and the volatility of the religious, ethnic and 
racial tensions within its population give it a strategic prominence within the region 
but also create a range of imposing domestic challenges.

Asian Regionalism

A fourth driving force of strategic change in Asia lies in the new regionalist 
momentum over recent years which is reflected in enhanced regional economic 
integration, diversifying security co-operation and the more intensive diplomatic 
engagement facilitated by new regional institutions such as the East Asia Summit. 

These trends in Asian regionalism have been accelerated by the impact of recent 
events and developments. The Asian economic crisis of the late 1990’s left an 
enduring legacy of regional vulnerability and resentment as well as a resolve to 
establish economic co-operation arrangements that would mitigate against any 
repetition of such a crisis and its consequences. The rise of China and India over 
the past decade has reinforced the need for, and desirability of, a stronger regional 
framework of trade and investment which is reflected in the intensifying production 
networks, investment corridors and global supply chains that are increasingly 
apparent across Asia. Furthermore, the Global Economic Crisis, which began in 
2007 and continues to reverberate, highlighted for many countries in Asia their 
external vulnerabilities resulting from patterns in their export trade (particularly 
with the United States). It also accentuated the need for greater regional economic 
integration within Asia focused on developing more diverse regional and domestic 
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assured areas of specific strategic advantage. It would also require mutual clarity 
and agreement on how new strategic frameworks of concert or condominium, or 
the revival of old concepts such as spheres of influence, would actually work in 
practice in Asia. These various prerequisites do not currently exist, and they are not 
in prospect. 

A new strategic order in Asia built around an alternative approach based on 
strategies of containment of China is equally unrealistic. Such an approach would 
entail a reversal of the strategy of constructive engagement of China that has 
been consistently pursued by the United States and most other countries over 
the past four decades. It would also be an approach doomed to significant under-
achievement and wholly counter-productive consequences, particularly if it entailed 
attempts to link China’s security and foreign policy choices with consequences that 
included economic retaliation and diplomatic isolation. The containment strategies 
of the Cold War era were applicable to the circumstances of those times. More than 
half a century on, in a world of global connectedness, new risks and opportunities 
require new responses. 

The challenge for Australia and the United States, as well as others, is not only 
to demonstrate why a transition to a new kind of strategic order in Asia, whether 
it is based on a concert or condominium of powers or on containment would be 
unnecessary and counter-productive for regional interests. The challenge is also to 
demonstrate how the existing regional strategic framework can accommodate the 
forces of strategic change based on an expanding agenda of constructive regional 
engagement. 

Without such an explicit approach, the danger is that the battle of strategic ideas 
risks being lost by default and that the need for fundamental change in the regional 
strategic order will be seen as irresistible and inevitable. The particular danger for 
the Australia-US alliance is that the view of it as a legacy of the past, unconnected 
to the new strategic priorities of a changing Asia, will become more entrenched. 
Australia and the United States need to show, through their diplomacy and practical 
measures, that their alliance co-operation has a far wider purpose than the narrow 
national self-interests of each country. They need to reinforce that it is directed 

and shared purposes on which it should focus in order to adapt productively to 
Asia’s changing strategic order. In that context, four priorities are critically important 
for the alliance.

The Relevance of the Alliance in a Transformative 
Regional Strategic Order

First, Australia and the United States need to articulate more effectively and more 
consistently the relevance of their alliance relationship in the context of the pace 
and direction of strategic change in Asia. This is not just a matter of words but 
of actions as well. It is increasingly necessary to counter perceptions about the 
alliance’s growing irrelevance in a strategic environment that is often presented 
as fundamentally and permanently transformed in ways that make such alliances 
‘Cold War relics’. 

Regional strategic change is indeed transformative in many ways, making the 
security outlook more complex, less certain and in some respects more fragile 
than in the recent past. But such change does not inevitably result in the need 
for a new kind of strategic order, whether it be one based on notions of concert, 
condominium or containment. Strategic change in Asia certainly demands policy 
adjustments. It calls for new partnerships, new ‘coalitions of the relevant’ across 
a range of issues, and new forms of engagement among countries with many 
different priorities and values but with important common interests. It does not, 
however, necessitate a fundamentally different strategic order. 

A new strategic order based on a concert or condominium of powers in Asia 
would require a quite distinct range of prerequisites to those that apply currently. 
The relevant major powers would need to come to a common view that the risks 
associated with their strategic competition in Asia serve their national interests 
less effectively than would an institutionalisation of co-leadership among them on 
security issues. It would require the major powers to believe that their national 
interests would be advanced by ceding influence in vital areas or locking in 
constraints on their future policy options in the hope of more limited but more 
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neither at the revival of Cold War strategies nor at holding back the forces of regional 
strategic change. And they need to demonstrate that the alliance is supportive of a 
regional security order which reflects those dynamics of change within a strategic 
framework of proven value, ongoing relevance and capable of evolution.

Necessary Decisions and False Choices

A second priority in the period ahead for the United States and Australia as alliance 
partners is to clarify and emphasise more effectively to their own constituencies 
the ways in which their respective security, economic, diplomatic and intelligence 
interests are directly advanced by the alliance between them. It is delusional to 
assume that the net gains to each country from the alliance are self-evident, or that 
the appeals of narrow nationalism or lowest-common- denominator multilateralism 
in each country have not got the potential to influence the quality of the alliance 
between them. 

In this context, it is critical that the United States and Australia differentiate between 
the difficult, but necessary, decisions they need to make as alliance partners, and 
the false choices they need to avoid. 

For the United States, those difficult but necessary decisions include how the 
interests of its alliance with Australia relate to the regional calibrations of its global 
force posture, its expectations of alliance burden-sharing and the modes of using 
American diplomatic, military, economic and information assets in support of 
specific American policy priorities in Asia. 

For Australia, the difficult but necessary decisions bearing on the alliance include 
the military capabilities it can bring to bear in support of alliance co-operation 
during a period of major reductions in its Defence budget, the operational priorities 
underpinning its major force structure acquisitions, its objectives in relation to levels 
of interoperability between Australian and US forces, and the scope for hosting US 
training and other deployments in Australia. 

In addition to these difficult but necessary decisions that each alliance partner will 

need to address in the period ahead, there will also be false choices they need to 
avoid. 

For the United States, the false choice often presented is that it needs to engage 
allies such as Australia in support of a strategy of containing China, or alternatively 
to ensure their acquiescence in a strategy of sharing power with China. This is a 
false choice because the United States made another one four decades ago, and 
remains committed to it. That choice was, and remains, to engage constructively 
with China and to facilitate its active and positive involvement in the international 
system. It has been a remarkably successful strategy for the United States and 
China, as well as for the region and the wider world. The challenge now and into 
the future is not to reverse that strategy (in favour 
of containment) nor to supplant it (in favour of 
demarcated spheres of influence). The challenge is 
to sustain the strategy of engaging China within a 
framework of agreed international norms, respect 
for legitimate sovereign rights, enhanced security 
co-operation, freedom from coercive power, 
effective and open lines of communication, and 
expanding economic and societal linkages. 

It is on these purposes, and not on those of 
condominium or containment, that the United 
States and its allies and partners should be focused. 
And that focus should be a particular priority for the 
Australia-US alliance. 

For Australia, the false choice with which it is often presented is that between its 
major economic partner (China) and its major security ally (the United States). This 
is not a choice that is necessary, or desirable, or in prospect. The United States 
effectively manages a security relationship with China which is also America’s 
major trading partner. For its part, China sees no defining choice to be made in its 
dealings with other countries between its strategic competition with them and its 
own economic self-interests. 

In this context, it is critical 
that the United States 
and Australia differentiate 
between the difficult, but 
necessary, decisions they 
need to make as alliance 
partners, and the false 
choices they need to avoid
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In these and other vital ways, the purposes of the Australia-US alliance continue 
to be supportive of regional economic and security objectives, not distinct from 
them. That intersection of interests will be an appreciating asset for the future of 
the alliance. 

For much of the post-World War II period, Asian multilateralism was seen by the 
United States and its major regional allies as unnecessary, or as subversive of 
alliance interests, or both. Over the past decade, that perspective has changed 
significantly. The purposes of the network of US alliances in Asia have needed to 
become more enmeshed with, and more responsive to, the changing strategic 
priorities of the Asian region as a whole. In particular, this will become an even 
more important priority for the Australia-US alliance in the future. It will, however, 
be a complex priority because Asia’s circumstances are ill-suited to a single region-
wide security organisation and because shifting ‘coalitions of the relevant’ often 
work more effectively than more formalised regional institutions. 

In this challenge, there is an important window of opportunity for the United States 
and Australia. The effectiveness of Asian regional co-operation frameworks is 
predicated less than in the past on the diminution or unravelling of the US regional 
network of alliances and security partnerships. Asian regionalism increasingly 
reflects co-operation across more diverse, interactive and overlapping regional 
associations of interest, including security partnerships and alliances. This partly 
reflects unease among some regional states about China’s enhanced assertiveness, 
and in particular the coercive power it is seeking to exert in relation to claims of 
sovereignty over disputed resources, territories and maritime areas. It also reflects 
the more active engagement with Asia that has characterised recent initiatives in 
American bilateral and multilateral diplomacy. 

In this evolving framework, the US-Australia alliance needs to see itself, and to 
be seen by the region, as linked with and supportive of the overarching economic 
and security priorities of regional states in Asia. That challenge does not require 
the United States and Australia to diminish the intensity of their bilateral alliance 
co-operation; but it does necessitate an active and sustained involvement by both 
countries in regional institutions and ad hoc forms of regional co-operation in order 

It would be highly counter-productive for Australia to significantly downgrade its 
alliance co- operation with the United States in the expectation of a proportionate 
strengthening of its economic partnership with China over the long term. And 
it would be similarly counter- productive for Australia to encourage American 
containment strategies against China as a means of advancing the security interests 
of the Australia-US alliance. 

The issue for Australia in its major economic and security partnerships is not to 
choose between them but to continue to manage both in ways that ensure such 
a choice is not required. It is critical for Australia’s national interests that both the 
United States and China succeed in the future in ways that enhance regional and 
global stability.

The Alliance and Asian Regionalism

A third priority for the Australia-US alliance is to reinforce in more practical ways 
the alignment of its purposes with the broadly shared security aspirations of the 
Asian region. 

The Australia-US alliance was established six decades ago in regional circumstances 
very different to those that now prevail. Its bilateral rationale has always underpinned 
its priorities, and it will continue to do so. But its bilateral rationale now intersects 
more intensively with changing regional security realities. The United States has 
moved away from its original ‘hub and spokes’ model to encourage practical 
co-operation among its different Asian allies and security partners in bilateral or 
plurilateral forms. 

The Australia-US alliance will not maximise its purposes by operating in bilateral 
isolation from the Asian region. It needs to demonstrate, in practical ways, how 
regional security priorities align with those of the alliance, particularly in areas such 
as contributing to a balance of power in support of regional stability, underpinning 
regional economic development, upholding the rights of international maritime 
passage and supporting constructive regional approaches to the resolution of 
competing territorial and resource claims. 
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to maximise the common ground between the dynamics of Asian regionalism and 
the purposes of the Australia-US alliance.

An Agenda for Alliance Management

A fourth priority for the United States and Australia is to pursue an agenda for their 
alliance that is consistent with the national interests of each and with the realities 
of Asia’s evolving security circumstances. That alliance agenda, therefore, needs 
to continue to add value to the operational, diplomatic and intelligence closeness 
that distinguishes the US-Australia alliance. It needs to address the necessary but 
difficult issues of bilateral defence co-operation. It also needs to develop linkages 
with other regional security partners and allies of the United States including Japan, 
Thailand, Vietnam, the Philippines, Singapore, South Korea, India and New Zealand 
in ways that are not designed to support a new kind of strategic order based on 
containment of China, and that are not generally perceived as such. For that reason 
among others, the alliance agenda also needs to recognise China’s legitimate 
national security interests. It needs to explore and promote defence exchanges, 
dialogues and broader co-operative activities with China. And it needs to do the 
same with other regional states, among which Indonesia should have special 
significance. 

The agenda for alliance management into the future also needs to focus on an 
activist engagement in regional institutions and bilateral relationships, addressing 
the key security and economic priorities of regional states and reinforcing the 
complementarity of alliance interests with them. The agenda for the alliance needs 
to recognise the importance of specific regional requirements (such as expanded 
confidence-building measures, improved crisis management arrangements and 
joint exercises) as well as the need for others (including enhanced disaster relief 
and search-and-rescue capabilities and greater transparency in military budgets). 

The new intersections of economics and security enhance the importance of 
facilitating more open trade and investment flows in Asia, particularly through the 
work of international and regional institutions, liberalising bilateral arrangements 
and plurilateral initiatives such as the Trans-Pacific Partnership.

3. Conclusion

The Australia-US alliance is not an inevitable form of a natural strategic order. It 
has changed and evolved in the past. It will need to do so more in the future as it 
adapts to changing bilateral priorities within Australia and the United States, and to 
powerful forces of strategic change in Asia. Its enduring strength will lie in three 
realties. The first is that the alliance epitomises shared values and interests that are 
not identical but are mutually supportive in a special way. The second is that the 
intersection of interests between the purposes of an evolving Australia-US alliance 
and the broad security and economic interests of most regional states is expanding, 
not diminishing. The third is that the relationship between the United States and 
China will not make the existing regional strategic order obsolete but it will require 
that regional order to adapt in significant ways to new realties. Alliances of the kind 
that exist between Australia and the United States can make a vital and positive 
contribution to those processes of change and adaptation, and to advancing shared 
regional purposes more generally.

This report may be cited as:
Michael L’Estrange, “The Australia-US Alliance and its Regional 
Context in Asia,” Alliance 21 Report (United States Studies Centre 
at the University of Sydney, August 2012).
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