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This month saw the announcement of the pathway towards Australia’s acquisition of nuclear submarines
under the AUKUS agreement. Senior ministers engaged in careful treatment of the subject, generally
refraining from making direct mention of the People’s Republic of China (PRC) as a motivating factor for

the deal, although Defence Minister Richard Marles was plain about the PRC’s rapid military build-up
‘shap[ing] the strategic landscape in which we live.” Both Prime Minister Anthony Albanese and the Defence
Minister declined to name the PRC as a threat when pressed during interviews. A vigorous national discussion
of the deal, however, was sparked by an intervention by former prime minister Paul Keating.

The response from Beijing, while sustained, has been relatively muted for the time being. It has, to be sure,
maintained its usual diplomatic protests, adding to the equation the accusation that the AUKUS nations had
‘coerced’ the International Atomic Energy Agency (IAEA) into endorsing the nuclear submarine program. In
spite of this, Beijing has nonetheless shown a willingness to continue engagement at various levels. Notably, a
visit to Australia in April by PRC Vice-Minister for Foreign Affairs Ma Zhaoxu, a former Ambassador to Australia,
was announced at the end of the month, and Australian and PRC defence officials met on March 22, which
likely allowed for an exchange of views regarding the announcement.

On March 16, the Prime Minister stated, ‘The relationship with China is improving and that is a good thing’.

Assistant Trade Minister Tim Ayres met with his PRC counterpart, Vice-Minister for Commerce Wang Shouwen
at the end of the month, Victorian Premier Daniel Andrews travelled to the PRC for a four-day visit, and
intended visits by Western Australian Premier Mark McGowan (April 17) and Queensland Premier Annastacia
Palaszczuk (tentatively November) were announced. The CEOs of Australian businesses attended the Bo’ao
Forum, although the welcome was not extended to Australian journalists, with Fortescue Metals denied visas
for journalists to accompany it.

Beijing appeared relatively more concerned - at least for the moment - with what the PRC Commerce Ministry
has described as Australia’s ‘tightening of security inspections on Chinese companies investing and operating
in Australia’. Foreign Minister Penny Wong sought to assuage these concerns by telling PRC Foreign Minister
Qin Gang that Australia ‘applied the same risk-based approach’ to all foreign investment.

However, while the Australia-PRC relationship appears to remain on the path to stabilisation, Canberra no
doubt remains uneasy as - among other continuing difficulties with Beijing - US-PRC relations continue to

W: australiachinarelations.org y @acri_uts Australia-China monthly wrap-up - March 2023 | Brief 1


https://www.australiachinarelations.org/
https://twitter.com/acri_uts
https://www.minister.defence.gov.au/transcripts/2023-03-19/interview-david-speers-abc-insiders
https://www.pm.gov.au/media/radio-interview-3aw-melbourne
https://www.minister.defence.gov.au/transcripts/2023-03-15/sarah-ferguson-730-abc
https://www.minister.defence.gov.au/transcripts/2023-03-15/sarah-ferguson-730-abc
https://www.fmprc.gov.cn/mfa_eng/xwfw_665399/s2510_665401/2511_665403/202303/t20230309_11038507.html
https://www.fmprc.gov.cn/mfa_eng/xwfw_665399/s2510_665401/2511_665403/202303/t20230317_11043921.html
https://www.fmprc.gov.cn/mfa_eng/xwfw_665399/s2510_665401/2511_665403/202303/t20230315_11042233.html
https://www.theaustralian.com.au/nation/politics/chinese-foreign-viceminister-ma-zhaoxus-visit-to-calm-the-waters/news-story/eafef12c5a28f7651ff5b027e453edf3
http://www.mod.gov.cn/gfbw/qwfb/16211123.html
https://www.pm.gov.au/media/doorstop-interview-melbourne-2
https://www.theguardian.com/australia-news/2023/apr/02/daniel-andrews-returns-from-media-free-china-trip-as-opposition-vows-to-pursue-unanswered-questions
https://thewest.com.au/politics/state-politics/mark-mcgowan-confirms-china-visit-for-april-17--c-10221174
https://www.theaustralian.com.au/nation/state-premiers-in-line-to-visit-china/news-story/8873613c05a14e65f4b64e33f0b9e22a
https://www.theaustralian.com.au/nation/state-premiers-in-line-to-visit-china/news-story/8873613c05a14e65f4b64e33f0b9e22a
https://www.afr.com/world/asia/forrest-tells-china-to-stop-squabbling-collaborate-on-climate-20230329-p5cwgp
http://www.mofcom.gov.cn/article/syxwfb/202302/20230203382914.shtml
https://www.foreignminister.gov.au/minister/penny-wong/media-release/meeting-chinas-minister-foreign-affairs-qin-gang

devolve. President Xi Jinping in a speech on March 6 asserted, ‘Western countries — led by the US — have
implemented all-round containment, encirclement and suppression against us, bringing unprecedentedly
severe challenges to our country’s development.” PRC Foreign Minister Qin in his first press conference since
assuming the role said that if the US ‘does not hit the brake but continues to speed down the wrong path,

no amount of guardrails can prevent derailing, and there will surely be conflict and confrontation.” And in the
wake of a paper on ‘US hegemony and its perils’ last month, the PRC Foreign Ministry on March 20 published
another critical paper ‘The state of democracy in the United States: 2022’ with sections with titles such as
‘American democracy in chronic ills’ and ‘The United States’ imposition of ‘democracy’ has caused chaos
around the world’.

The political relationship overall

On March 2, Foreign Minister Wong met with PRC Foreign Minister Qin on the sidelines of the G20 Foreign
Ministers’ Meeting in New Delhi. She described it as a ‘constructive’ meeting where the two sides discussed
the ‘importance of international institutions, rules and norms’. She stated that she had raised ‘consular
matters, trade impediments and human rights’ and emphasised that ‘Australia welcomed high-quality
investment from all countries and applied the same risk-based approach’.

On the Australian approach to PRC policy, Prime Minister Albanese told The Australian Financial Review's
Business Summit on March 7:

[W]e also have an interest in a mature relationship, what Kurt Campbell from the US speaks about, a
return to diplomacy. Stopping the loud hailer. Frankly, use of international diplomacy to send domestic
political messages is what we saw towards the end of the previous government. That wasn’t about
Australia’s national interest or about our security. It was about sending a message here.

He also noted he remained open to travelling to the PRC, saying ‘if there’s an invite, then | would accept that'.

PRC Ambassador to Australia Xiao Qian engaged in somewhat of a media blitz this month. Writing in The
Australian Financial Review on March 21 he noted, ‘China and Australia have no fundamental conflicts of
interest. ... We stand ready to work with Australia to continue to promote dialogue and exchanges at various
levels, objectively view and properly handle differences, address our each legitimate concerns, and improve,
uphold and further develop the relationship.’ In a second opinion piece for the Sydney Morning Herald two days
later (March 23) the PRC Ambassador prosecuted Beijing’s position on Taiwan, criticising ‘some individuals
from the Australian side’ who he alleged were ‘using the Taiwan question as an excuse to make unfounded
accusations and attacks against China and exaggerate the threat of war.” He said:

This is like Don Quixote tilting at windmills, fighting against a non-existent enemy. Such behaviour is
even more detrimental to regional stability and Australia’s own interests.

A war between China and Australia is neither realistic nor at all consistent with our national interests
and diplomatic philosophy.

In an interview with The Australian at the end of the month, the Ambassador said, ‘By having a nuclear-
powered submarine, it is not going to help Australia with its national security’. He added:

China and Australia have their differences in certain areas but fundamentally there is not a single area
where China and Australia have to confront each other.

We were on the same side in World War | and Il and were working together to fight international
terrorism. In history, you cannot single out one incident to say that we have been a threat to each other.
China is developing but our policy remains unchanged and the policy towards Australia is a friendly

policy.
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The economic relationship overall

On March 9, Trade Minister Don Farrell said, ‘Discussions have been going very well with the Chinese
government and the Chinese [Commerce] Minister’, as well as discussions at the official level, and noted that
he expected to make a trip to the PRC ‘in the near, near future’.

Assistant Trade Minister Ayres travelled to the PRC at the end of the month to attend the Bo’ao Forum for
Asia, making him the first Australian government minister to attend the conference since 2016. The Prime
Minister described the trip as ‘a good thing’.

On March 30, the Assistant Trade Minister met with PRC Vice-Minister for Commerce Wang Shouwen on

the sidelines of the Bo’ao Forum, describing it as ‘a constructive and useful meeting’ and noting he had
‘advocated for the timely and full resumption of trade’ during the discussion. Vice Commerce Minister Wang
said the PRC was ‘willing to work with Australia to find constructive solutions... through bilateral or multilateral
channels.” He also conveyed the PRC’s concerns about ‘Australia’s tightened security review of Chinese
companies’ investment and operation’, stating that ‘national security should not be abused’. This matter had
first been raised last month by the PRC Commerce Minister and Commerce Ministry (see Australia-China
monthly wrap-up: February 2023).

On the same day Assistant Trade Minister Ayres met with the President of the Asian Infrastructure
Investment Bank (AlIB), highlighting the AlIB’s positive contributions in helping ‘close the financing gap
across Asia’ and ‘creating new and trade investment opportunities across our region, including for Australian
businesses.’

The Minister sought to manage expectations prior to his departure, saying, ‘[l]t's important not to overstate
or understate the progress that’s been made to date.” He also stated, ‘There’s a long way to go before you
would say that the trade relationship with China has returned to normal.” Noting that while there had been
a relaxation of trade restrictions on coal, ‘There is still a lot of progress to go in areas like barley, areas like
lobster, areas like wine.’

On March 27, Prime Minister Albanese, asked whether he was ‘still hopeful that trade sanctions will be
removed sooner rather than later given the fallout from AUKUS’, pointed to the fact that ‘there have been
some changes to the impediments that were there in our trade already.” Similarly, the Assistant Trade
Minister said of AUKUS (discussed further below), ‘l don’t believe that it's made any changes whatsoever’ in
terms of affecting progress in the Australia-PRC economic relationship, especially in view of the fact that ‘the
AUKUS arrangements are not a new development’.

Timber

On March 22, the head of the Australian Forest Products Association noted that PRC Customs had ‘recently’
sent Australian agriculture officials a list of new technical rules that needed to be applied before log imports
were resumed. He expressed optimism about the development, saying, ‘What we’re trying to work through is
certainly things that we could work through in a matter of months not years.’

Business ties

At the end of March, the heads of Rio Tinto, BHP, Fortescue and Treasury Wine Estates travelled to the PRC
to attend the Bo’ao Forum and the China Development Forum. The Australian Financial Review journalist Mike
Smith observed that ‘The Australian presence at the [Bo’ao Forum] is a far cry from the large delegations led
by Australian prime ministers in previous years. But it is significant given the inability of executives to visit

1 InFebruary, the FIRB blocked an application from Yuxiao Fund, an investment fund registered in Singapore controlled by a PRC businessman, to
raise its ownership of Northern Minerals Ltd, an Australian rare earths producer with landholdings in Western Australia and the Northern Territory,
from 9.92 percent to 19.9 percent. The statements from the PRC appear to be referring in part to this decision. The Opposition Leader articulated
his support for the decision at the beginning of this month. See Peter Dutton, doorstop interview, Avalon, March 12023 <https://www.peterdutton.
com.au/leader-of-the-opposition-transcript-doorstop-interview-avalon/>.
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their China operations during the pandemic, and is also a sign of the thaw in relations taking place currently -
at least on a trade and business level.’

AUKUS and nuclear submarines
The San Diego announcement

Prime Minister Albanese visited the US March 11-14. On March 14, at the Point Loma Naval Base in San Diego,
the Prime Minister together with US President Joe Biden and UK Prime Minister Rishi Sunak shared with

the public a blueprint for the Australian acquisition of nuclear submarines under the AUKUS trilateral
security pact, first announced in 2021. The Prime Minister stated that the deal ‘represents the biggest single
investment in Australia’s defence capability in our history’, although he also touted it as an ‘economic plan,
not just a defence and security plan’.

The program is estimated to cost up to AU$368 billion (US$245 billion) over about 30 years. Australia’s
acquisition of the capability will occur through a phased process. It will commence with nuclear submarine
port visits to Australia and the embedding of Australian personnel in US and UK nuclear submarines from this
year and the establishment of a rotational presence of US and UK submarines in Australian ports from 2027.
This will be followed by the acquisition of between three to five US Virginia-class nuclear-powered general
purpose attack submarines (pending approval from US Congress) beginning in the early 2030s, and the
domestic production of new submarines that combine UK submarine designs and US technology in Australia
(with South Australia as the home of construction) and the UK, with the former delivering its first submarine
in the early 2040s and the latter in the late 2030s. According to a fact sheet released by the White House,

in addition to purchasing the platforms, Australia would be obliged to provide ‘a proportionate financial
investment in... the submarine industrial base’ of the US and the UK to ‘accelerate’ delivery of Virginia-class
submarines in the former and the production of SSN-AUKUS in the latter.

The announcement was welcomed by the opposition, with Opposition Leader Peter Dutton saying they would
‘continue to seek further details... but will provide bipartisan support’.

Australia on the PRC factor

Prime Minister Albanese rejected the notion that AUKUS would place an extra strain on Australia’s relationship
with the PRC, saying that relations were ‘improving, and that’s a good thing'. Defence Minister

Marles stated that Australia’s relationship with the PRC would ‘continue largely unaffected by what has

been announced.’ He also noted that ‘I really do think that the project of seeking to stabilise [the bilateral
relationship] will continue.’

In the lead-up to the announcement, senior Australian ministers made ‘more than 60 calls to regional

and world leaders within the Pacific, within ASEAN, within our Five Eyes partners.”’ The Defence

Minister confirmed that the PRC was offered a briefing before the announcement but hadn’t accepted it.
Foreign Minister Wong said she had offered her PRC counterpart a briefing when they met in Delhi, with the
Australian Ambassador in Beijing following up. The PRC Embassy sent a representative to a Department of
Foreign Affairs and Trade (DFAT) briefing for the diplomatic corps in Australia on March 15.2

Beijing’s response

The announcement prompted a series of continuing remonstrations from the PRC’s Ministry of Foreign Affairs.
A PRC Foreign Ministry spokesperson said on March 14 that the AUKUS countries have ‘gone further down

2 This had been interpreted in two ways by The Guardian and The Australian, the former reporting, ‘The Chinese ambassador, Xiao Qian, was not
in attendance at Wednesday'’s briefing but this was not unusual because most countries were represented at a lower level than their heads of
mission’, and the latter reporting, ‘China’s ambassador to Australia, Xiao Qian, declined to attend a briefing on the AUKUS submarine plan last week
by the Department of Foreign Affairs and Trade, sending a more junior official in his place’. See Daniel Hurst, ‘Chinese official asks if Australia’s
Aukus nuclear submarines intended for ‘sightseeing’, The Guardian, March 16 2023 <https://www.theguardian.com/world/2023/mar/16/chinese-
official-asks-if-australias-aukus-nuclear-submarines-intended-for-sightseeing>; Ben Packham, ‘Australian and Chinese defence talks a sign
AUKUS submarines have not hurt ties’, The Australian, March 23 2023 <https://www.theaustralian.com.au/nation/defence/australian-and-chinese-
defence-talks-a-sign-aukus-submarines-have-not-hurt-ties/news-story/917f0d4cca670ed4f0ebd42b67f3307b>.
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the wrong and dangerous path.” On March 15, the Foreign Ministry accused the three nations of ‘coercing the
IAEA Secretariat into endorsement on the safeguards issues’, dismissing the safeguards for nuclear non-
proliferation that had been emphasised by the AUKUS partners, claiming the commitments were ‘nothing but
a high-sounding rhetoric to deceive the world’.

A March 20 Foreign Ministry report branded AUKUS a ‘racist clique’. On March 23, the
Ministry described AUKUS as ‘a small bloc composed of Anglo-Saxon nations’, repeating the claim that it was
‘coercing the IAEA into endorsing their plan. China has made clear its severe concern and firm opposition.’

IAEA Director General Rafael Grossi stated that while some countries had ‘strong feeling’ about AUKUS,
‘Nobody coerces me. Nobody coerces the IAEA’

In the face of Beijing’s criticisms in the wake of the announcement, the Defence Minister has primarily opted
not to directly engage, sticking to the comment that ‘China will speak for itself’,

Former prime minister Paul Keating’s intervention

Former Labor prime minister Paul Keating in a National Press Club appearance on March 15 described the
AUKUS pact as ‘the worst deal in all of history’, making the assessment that ‘[t]he marginal benefit to
Australia’s defences is minimal while the cost is maximal - indeed, off the scale.”® He noted the hastiness of
the decision by the Labor Party to support the program while in opposition - about 24 hours - and questioned
issues of cost, sovereignty and efficacy, among other matters.

Prime Minister Albanese said that while ‘he’s entitled to put his opinion’, and that while ‘he has my respect’,
‘| think on those issues he’s wrong’, adding, ‘| fundamentally disagree with his view. And | disagree with his
attitude towards the state of the world in 2023’

He also stated, ‘There’s bipartisan support for it and | do note that it has the unanimous support of my cabinet
and my team. We have all come to the same conclusion that this is the right thing to do.’

Mr Keating’s remarks, bundled as they were with colourful rebukes, generated a wave of criticism but

also stimulated intense discussion and debate over the acquisition of nuclear submarines, exposing it to

a more intensive and widespread scrutiny than had been levelled at the pact in the past. Former foreign
ministers Gareth Evans and Bob Carr, former Labor ministers Kim Carr and Peter Garrett and former Labor
senator Doug Cameron, expressed agreement in varying degrees with Mr Keating. Labor backbencher Josh
Wilson publicly questioned ‘some aspects of the arrangement’ while two other backbenchers expressed some
concerns during a caucus meeting (although one subsequently came out to state, ‘I fully support the
government’s AUKUS plan’). The Australian Council of Trade Unions, along with the Electrical Trades Union
and Maritime Union of Australia, have vocalised opposition to the plan. Teal independents and balance-of-
power Senator David Pocock have also put forward questions. However, there has been no public dissent
by members of the opposition, with a question to Shadow Defence Minister Andrew Hastie on whether any
Coalition MPs had expressed reservations about the deal receiving a no comment.

Regional responses to the AUKUS announcement
Philippines

The Philippine Department of Foreign Affairs in a statement ‘note[d] the recent announcement’ and
‘appreciate[d] the efforts’ of the AUKUS nations ‘to provide information and developments’. The statement
went on to say, ‘For the Philippines, it is important that partnerships or arrangements in the Indo-Pacific
region, such as AUKUS, support our pursuit of deeper regional cooperation and sustained economic vitality
and resilience’.

3 See also Paul Keating, AUKUS statement, National Press Club, March 15 2023 <http://www.paulkeating.net.au/shop/item/aukus-statement-by-pj-
keating-the-national-press-club-wednesday-15-march-2023>.
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https://www.theaustralian.com.au/nation/politics/teals-query-cost-as-labor-doubts-surface-on-aukus-nuclear-submarines/news-story/45fb56b3f2acd1af8fb11dd20c755fa2
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Indonesia

Indonesia’s Foreign Ministry said the country had been ‘closely watching’ developments, and expected
Australia ‘to remain consistent in fulfilling its obligations under the NPT [Treaty on the Non-Proliferation of
Nuclear Weapons] and IAEA safeguards, as well as to develop with the IAEA a verification mechanism that is
effective, transparent and non-discriminatory.’

A senior member of Indonesia’s parliamentary committee overseeing foreign affairs, defence, and
intelligence, Tubagus Hasanuddin, said in an interview with the Sydney Morning Herald/The Age, [AUKUS] is
definitely related head-to-head [rivalry] with the Chinese maritime powers. It means it is not a peaceful means
so that Indonesia will reject [them sailing through its waters].” He added, ‘As long [as vessels are] made not for
war, it is no problem. ... But AUKUS is created for fighting.’

A spokesperson for Indonesian Defence Minister Prabowo Subianto called for ‘mutual restraint’ and stated,
‘We understand the national interests of each country and hope each country also respects the national
interests of other countries.’

Weighing in on these comments from Indonesia, Foreign Minister Wong said she had ‘appreciated the
openness of the discussions’ during the 2+2 ministerial meeting with Indonesian counterparts last month,
but also that ‘I will just make this point. The Indonesian Foreign Ministry official statement made the same
point that I've been making to you this morning, that maintaining peace and stability in the region is the
responsibility of all countries. It is critical for all countries to be part of this effort. That's what we’re part of.

Malaysia

The Malaysian Foreign Ministry issued a statement which read, ‘Malaysia acknowledges the needs of countries
in terms of enhancing defence capabilities ... Nevertheless, Malaysia’s position on AUKUS remains.’ It called
for compliance with Malaysia’s ‘national regime in relation to the operation of nuclear-powered submarines

in our waters, including the UN Convention on the Law of the Sea, the Southeast Asia Nuclear Weapons Free
Zone Treaty and the ASEAN declaration on the Zone of Peace, Freedom and Neutrality’ and articulated the
need to refrain ‘from any provocation that could potentially trigger an arms race or affect peace and security
in the region.’

Cambodia

In a March 16 speech, Cambodian President Hun Sen acknowledged that the AUKUS submarines would be
nuclear-powered, not nuclear-armed, but also said, ‘We are thinking along with other ASEAN countries. We
also express concern. They say there is no nuclear [weapon] but if it is a nuclear weapon... would they allow
us to check the submarine? [Of course] they would not allow it. The big country should not bully the small
country.’

Samoa

Samoa’s Prime Minister Fiamé Naomi Mata‘afa during a visit to Australia said, ‘[T]his is how Australia sees its
role in the security aspects of the region, and we understand that’.

Tuvalu

Tuvalu’s Foreign Minister Simon Kofe on March 19 tweeted, ‘The 2011 Fukushima disaster highlighted the
danger of nuclear power to human health and the environment. As we discuss nuclear-powered submarines in
the Pacific, we must also address concerns about increased militarisation of the region.’

The PRC and regional defence spending

On March 5, Beijing announced a defence budget increase of 7.2 percent - a slight increase over the previous
year’s growth figure - bringing the official total to 1.55 trillion yuan (roughly AU$330 billion). The increase
comes against the backdrop of ongoing fears of a regional arms race, as defence expenditures rose across
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