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Context and background

Australia and the United States should advance oper-
ational-level coordination within and beyond the 
alliance to facilitate a collective approach to deter-
rence and defence in the Indo-Pacific. It is now well 
accepted in Washington and Canberra that the United 
States cannot uphold a favourable balance of power in 
the region alone.9.1 China’s increasingly large and sophis-
ticated military is eroding the foundations of American 
power in the Western Pacific.9.2 While the Pentagon is 
working to find technological and operational offsets to 
the problems China presents, it faces rising budgetary 
pressures, daunting modernisation challenges and a 
host of unrelated domestic and global commitments.9.3 
Australia is heavily implicated by these trends. Canberra 
has core interests in the preservation of a stable stra-
tegic order in the Indo-Pacific and a key role to play in 
upholding this order alongside the United States and 
other allies and partners. 

Yet the US-Australia alliance lacks the tools to implement 
a strategy of collective defence. Despite a very high level 
of military interoperability, Canberra and Washington 
have not developed processes for coordinating mili-
tary strategy, undertaking combined contingency plan-
ning or assigning roles and responsibilities for regional 
operations.9.4 Such measures are required to transform 
the alliance into a credible vehicle for deterrence and 

defence. Some regional precedents exist. In 1951, the US 
and Australian navies signed the Radford-Collins Agree-
ment to coordinate maritime security responsibilities 
in the Indo-Pacific — the only mechanism of its type in 
the alliance which, while still in force, needs substan-
tial updating.9.5 Later in the Cold War, the United States 
and Japan pursued similar, if more comprehensive, 
approaches to dividing operational responsibilities for 
anti-submarine warfare (ASW) and maritime blockades 
in the Western Pacific.9.6 These are useful constructs for 
the United States and Australia to consider when thinking 
about collective defence operations today.

The Biden administration

The Biden administration appears open to exploring 
new approaches to collective defence in the region with 
militarily capable allies like Australia. Whether this trans-
lates into action on sensitive issues — such as reading key 
allies into US military planning at early stages of devel-
opment — is yet to be seen.9.7 President Biden’s Deputy 
Secretary of Defense, Kathleen Hicks, has, for instance, 
written about the need for a “federated” approach to 
Indo-Pacific defence policy.9.8 This would see the United 
States and key regional allies integrate military capa-
bilities into comprehensive security architectures to 
achieve common approaches to a range of strategic 
policy issues: from expanding defence value chains to 

developing joint operational concepts. Hicks has also 
proposed co-developing and co-producing an auxiliary 
supply ship to offset the costs and expand the capacity 
of the United States and its allies to sustain and resupply 
forward-deployed forces during high-end conflict.9.9 

Pursuing new forms of defence networking with regional 
militaries is also high on the Biden team’s agenda.9.10 
This is likely to build on common operating platforms 
like the P-8 maritime surveillance and ASW aircraft that 
is operated by the United States, Australia and India. 
As some incoming administration officials have under-
scored, common capabilities allow easier integration 
and data sharing, providing ripe opportunities for coor-
dinated maritime patrols in the Indo-Pacific.9.11 Others 
highlight the need to find “complementarities” between 
US and allied forces, which could facilitate more effective 
combined presence deployments and have potential to 
develop into standing maritime task forces.9.12 However, 
as these proposals will require major changes to the 
way the US military has cooperated with partners for 
the past three decades, they will encounter significant 
bureaucratic and political hurdles in both Canberra and 
Washington.
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Figure 9. Major anti-submarine warfare exercises 
involving Australia and the United States
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Australian interests

Australia has a strategic interest in minimising these 
hurdles, particularly in Southeast Asia and the Pacific. As 
the United States’ unilateral ability to uphold the regional 
order declines, contributing to a coalition defence 
arrangement that preserves stability and halts Chinese 
military expansion is Canberra’s next best strategic policy 
option.9.14 This idea lies behind Australia’s 2020 Defence 
Strategic Update and the government’s emphasis on 
advancing both independent and allied capabilities to 
deter major powers and shape the regional strategic 
environment.9.15 Building mechanisms for US-Australia 
military coordination on key region-wide tasks, such 
as ASW operations and theatre missile defence, are 
the building blocks of such a strategy — even if allied 
integration is not desirable or possible across all capa-
bilities and mission sets. This approach may also assist 
Canberra to realise its long-standing goal of tethering 
Washington more firmly to its immediate region. The 
reason for this is clear: As China’s capacity to project 
power into Australia’s northern approaches intensi-
fies, and as the United States’ interest in Australia as a 
strategic location and regional military partner grows, 
Canberra and Washington’s security needs in Austral-
ia’s Indo-Pacific neighbourhood are becoming more 
closely aligned than at any time in the 70-year history 
of the alliance. 

Policy recommendations

Australia and the United States should organise the alliance for collective defence in an active but cautious 
way, focusing on two immediate lines of effort:

 › Explore options for combined strategic and military planning centred around high-value 
scenarios and maritime operations. For collective defence to function at an operational level, the US 
military must read-in, involve and collaborate with Australia — and other close allies — at the earliest 
possible stage of the planning process.9.16 This is an unrealised objective of the 2018 US National 
Defense Strategy.9.17 Canberra and Washington should pursue this goal in a stepwise way, beginning 
with contingency planning for Pacific and Southeast Asian scenarios that could involve a limited use 
of force by China. Both allies should also explore combined command structures for peacetime 
surveillance and ASW patrols between Cocos Islands, Northern Australia and Guam; broadening 
these to include India and Japan, with access to the Andaman and Nicobar Islands and Japanese 
archipelago.

 › Update and expand the 1951 Radford-Collins Agreement. Although this non-binding navy-to-navy 
arrangement worked to coordinate allied maritime responsibilities in the Cold War, it is too limited 
for today’s security environment.9.18 New operations and geographic settings should be explored to 
include the Indian Ocean, Southeast Asia and South Pacific, with a revised agreement accounting 
for recent force posture initiatives and offering a basis for new ones. A service-level agreement to 
coordinate — rather than integrate — national responsibilities on key maritime tasks may be a less 
politically sensitive way to progress towards combined operations. Ideally, any revised agreement 
should be expanded beyond the maritime domain to include air, land, space and cyber forces, either 
jointly or in separate service-level arrangements.

AS CHINA’S CAPACITY TO PROJECT POWER INTO AUSTRALIA’S NORTHERN 
APPROACHES INTENSIFIES, AND AS THE UNITED STATES’ INTEREST IN AUSTRALIA 

AS A STRATEGIC LOCATION AND REGIONAL MILITARY PARTNER GROWS, CANBERRA 
AND WASHINGTON WILL FIND THEIR SECURITY INTERESTS MORE CLOSELY 
ALIGNED THAN AT ANY TIME IN THE 70-YEAR HISTORY OF THE ALLIANCE. 
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Context and background

Australia and the United States should launch a new 
generation of Indo-Pacific posture initiatives. Draw-
ing on the 2020 Force Posture Working Group, the 
establishment of new facilities, operating locations and 
sustainment hubs will enable a more forward Austral-
ian Defence Force (ADF) posture. This would provide 
options for a range of regional deterrence and defence 
activities, and help sustain US military presence in the 
Indo-Pacific. New US or allied posture initiatives in 
Australia and the region should focus on maintaining 
and expanding operational access to Southeast Asia, 
enabling enhanced capacity building and support for 
vulnerable regional states, and underwriting deterrence 
missions.

Realigning each country’s regional force posture has 
been a major focus for Australia and the United States 
over the past decade. Canberra has upgraded military 
infrastructure and presence across northern Australia 
in an attempt to grow the capacity and capability of the 
ADF to surge forward in a conflict.10.1 Results have been 
mixed. While upgrades to military facilities above the 26° 
South parallel have proceeded in the intervening years, 
the overall number of ADF personnel has declined.10.2 
Similarly, the Obama administration’s “rebalance to 
Asia,” launched in 2011, has proceeded with a highly 
questionable level of progress. Its aim was to achieve a 

military footprint that was “geographically distributed, 
operationally resilient and politically sustainable.”10.3 
Some significant realignments commenced and are still 
underway, but overall progress has been stilted, with US 
forces in the region operating from large concentrated 
bases much as they were in 2011.10.4

The Biden administration

There is broad bipartisan recognition in the United States 
that its Indo-Pacific force posture is ill-equipped to meet 
China’s military challenge. This includes members of 
Biden’s national security and defence teams, many of 
whom have supported ongoing efforts to redistribute 
US forces, reinvigorate existing initiatives and forge 
new ones. Secretary of Defense Lloyd Austin supports 
the continued redistribution of US forces across the 
Indo-Pacific, including the major realignments initi-
ated under Obama’s rebalance.10.5 But American think-
ing about allied force posture initiatives — and how US 
infrastructure and access in the region can be lever-
aged to bolster allied reach and capacity — has been 
more limited. Some ideas have included Australia rotat-
ing naval assets to a standing maritime task force or 
progressing the networking of exercise and test ranges 
to enable integration.10.6 The Biden administration has 
inherited a long-running Joint Force effort to develop 
new operational concepts for the Indo-Pacific, which 

will require new partners, access locations and regional 
infrastructure, likely leading to a degree of bureaucratic 
momentum as new initiatives are considered by US 
military services.10.7 

There is general support for further resources in 
Congress for a new slate of force posture changes in the 
region. This is critical for any substantial realignment of 
US military forces considering the significant infrastruc-
ture and logistic spending that may be required.10.8 The 
passage of the 2021 National Defense Authorization Act 
by Congress — which established the Pacific Deterrence 
Initiative (PDI) — in late 2020 is a positive step in this direc-
tion. The PDI, a US$2.2 billion account that is intended 
to directly fund and upgrade the United States’ military 
footprint in the Indo-Pacific, will be a central tool for the 
Biden administration and an opportunity for allies.10.9

NEW AMERICAN OR ALLIED POSTURE 
INITIATIVES IN AUSTRALIA AND THE REGION 

SHOULD FOCUS ON MAINTAINING AND 
EXPANDING OPERATIONAL ACCESS TO 

SOUTHEAST ASIA, ENABLING ENHANCED 
CAPACITY BUILDING AND SUPPORT FOR 
VULNERABLE REGIONAL STATES, AND 

UNDERWRITING DETERRENCE MISSIONS.
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Figure 10. Current and potential allied 
force posture in the Indo-Pacific

Legend

Existing force posture initiatives and 
enhanced air cooperation sites 

US and Australian co-development of 
regional defence infrastructure 

Possible locations for maritime force 
posture initiatives

Possible locations for expanded 
Australian access arrangements

AUSTRALIA

SINGAPORE

PAPUA 
NEW GUINEA

PHILIPPINES

INDIAN OCEAN

PACIFIC OCEAN

Darwin Harbour

INDONESIA

Manila

Cocos (Keeling) Islands 
(Australia)

South China
Sea

MALAYSIA

INDIA

Manus Island
Lombrum Naval Base

21 US Force Posture Initiative and Enhanced 
Air Cooperation sites 
1. RAAF Base Darwin
2. Robertson Barracks Close Training Area
3. Mount Bundey Training Area
4. Defence Establishment Berrimah
5. Kangaroo Flats Training Area
6. RAAF Base Tindal
7. Bradshaw Field Training Area

Fleet Base West

HMAS Coonawarra

Guam (USA)

US Enhanced Defense 
Cooperation Agreement sites

1. Fort Magsaysay
2. Basa Air Base
3. Mactan-Benito Ebuen Air Base
4. Antonio Bautista Air Base
5. Lumbia Air Base

Sources: Department of Defence, US Department of State, The Australian10.10

RAAF Base Amberley



65

Australian interests

Australia has a significant interest in shaping and deliv-
ering new force posture initiatives that will both enable 
the objectives of the 2020 Defence Strategic Update and 
improve the sustainability of US military presence in the 
region. Canberra’s new strategic policy blueprint has 
underscored the need for Australia to develop the ADF’s 
ability to deliver deterrent effects, contribute to coalition 
operations and respond to grey zone activities in Austral-
ia’s immediate region.10.11 This will require an expanded 
list of potential operating locations, bases and sustain-
ment hubs in Southeast Asia, the Pacific and the north-
east Indian Ocean. Canberra will need to strengthen 
existing relationships with nations in those areas as well 
as leverage US access arrangements where mutually 
beneficial. While Australia is already reorientating its 
domestic force posture, upgrading airfields, developing 
new port facilities and expanding training ranges across 
the northern part of the country and in territories like 
the Cocos Keeling Islands and Christmas Island, much 
more will be required to support Australia’s more active 
strategic policy agenda.10.12 

Policy recommendations

Using the recently established bilateral Force Posture Working Group, Australia and the United States should:

 › Establish a US maritime or naval force posture initiative in Australia. With US Air Force and 
Marine initiatives well underway, a naval or maritime element would provide innumerable benefits 
and help sustain US military presence in the region. The US Navy faces a series of structural 
challenges, including growing demands on an overworked fleet, budgetary pressure and an 
increasingly active and capable China.10.13 Options to alleviate some of these pressures could include 
developing a maintenance or rotational deployment capability in Western Australia or providing a 
logistics hub for forward deployed lift assets and US Navy transports to enable more effective supply 
of dispersed forces.10.14

 › Explore combined force posture initiatives in Australia’s immediate region. As both allies realign 
their respective force postures, there may be advantages to combining resources by establishing 
select combined facilities. This is already being trialled through the redevelopment of a naval facility 
on Manus Island.10.15 While the United States and Australia have substantially different requirements 
and interests in how they structure forces in the region, there are key overlaps — such as developing 
new operating locations that would facilitate greater Indian Ocean access or bolstering efforts aimed at 
easing logistics challenges.

 › Facilitate greater Australian use of US operating locations across the Indo-Pacific. Australia’s 
Defence Strategic Update calls for an ADF that is capable of executing independent deterrent effects 
in Australia’s immediate region, countering grey zone coercion and joining wider coalition operations 
when required. This demands a more agile operational posture. In the future, elements of the ADF 
may need to move rapidly throughout the region, leading operations, contributing to coalition high-
end deterrence missions and conducting independent manoeuvres in the same deployment.10.16 
Greater access to US operating locations in Guam, the Philippines, Singapore and elsewhere would 
support the ADF in these tasks and help to augment Australia’s contribution to upholding the regional 
order.

RAAF Base Amberley
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Context and background

Australia and the United States should strengthen 
coordinated efforts to counter Chinese grey zone 
activities in maritime Southeast Asia and the Pacific. 
Over the past decade, China’s use of maritime coer-
cion has undermined security, sovereignty and stability 
within Australia’s immediate region, and contributed to 
the expansion of its strategic influence. These activities 
have intensified during COVID-19. Chinese naval and 
coastguard vessels are intimidating their Southeast Asian 
equivalents, disrupting fishing ships and hydrocarbon 
exploration platforms, and supporting maritime militias 
in disputed waters.11.1 China’s geopolitical presence is also 
growing, enabled by unilateral administrative arrange-
ments and the construction of dual-use infrastructure 
by state-owned firms.11.2 These activities are eroding the 
regional strategic status quo without resorting to conflict 
and, underwritten by China’s expanding military reach, 
threaten to bring about a Chinese sphere of influence. 

Washington and Canberra agree that a more 
forward-leaning approach is required to counter China’s 
maritime grey zone activities.11.3 Both have worked inde-
pendently, together and with like-minded partners to 
help Southeast Asian and Pacific nations defend their 
maritime rights and interests. This has included diplo-
matic solidarity, presence operations in support of state 
and non-state actors facing Chinese intimidation, and 
intelligence, surveillance and reconnaissance (ISR) assis-

tance and information-sharing initiatives to illuminate 
China’s coercive activities.11.4 Such efforts should be 
expanded and improved through closer strategic coor-
dination within the alliance. 

The Biden administration

Biden’s national security team appears highly supportive 
of this agenda. The National Security Council’s (NSC) 
Coordinator for the Indo-Pacific, Kurt Campbell, has 
advocated strengthening multinational thresholds and 
penalties for low-level coercion.11.5 Similarly, US Deputy 
Secretary of Defense, Kathleen Hicks, has emphasised 
the need to reform coordination mechanisms and deci-
sion-making processes to address grey zone maritime 
activities in concert with allies and partners; and has 
called for “strengthening collaborative planning” more 
broadly.11.6 

Two main lines of effort have been proposed to opera-
tionalise this collective approach — most of which align 
with the Pentagon’s Indo-Pacific Maritime Security 
Initiative (MSI) which seeks to build partner capacity, 
enhance information-sharing and boost multinational 
cooperation.11.7 The first focuses on military and mari-
time capacity building. This includes bolstering partner 
capabilities in anti-access/area denial systems, ISR plat-
forms, maritime law enforcement, and maritime patrol 
and interdiction, as a means of empowering regional 

countries to push back more effectively on grey zone 
activities.11.8 This could extend to widening the role of the 
US Coast Guard to train and exercise with Indo-Pacific 
counterparts.11.9 

The second line of effort involves the provision of direct 
operational and intelligence support to partners on 
the frontline of Chinese coercion. Such measures are 
intended to increase the stakes for Beijing should it seek 
to disrupt lawful maritime activities and help regional 
states defend their maritime rights more effectively. 
This could include an expansion of coordinated patrols 
and presence activities by allied navies and coast-
guards in order to prevent coercion, assure partners 
and respond to maritime intimidation in real time;11.10 and 
would involve improved efforts to foster shared maritime 
domain awareness across the region.11.11 

OVER THE PAST DECADE, CHINA’S 
USE OF MARITIME COERCION HAS 

UNDERMINED SECURITY, SOVEREIGNTY 
AND STABILITY WITHIN AUSTRALIA’S 

IMMEDIATE REGION, AND CONTRIBUTED 
TO THE EXPANSION OF ITS STRATEGIC 
INFLUENCE. THESE ACTIVITIES HAVE 

INTENSIFIED DURING COVID-19.
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Table 6. Recent examples of Chinese maritime coercion in Southeast Asia and the Pacific

Date Description

December 2019 — January 2020 China deployed maritime militia ships, supported by the Chinese Coast Guard, to waters off the Natuna Islands, 
prompting Indonesia to dispatch fighter jets, warships and coast guard vessels to patrol the region

February 2020 People’s Liberation Army Navy ship aimed its weapon control system at a Philippine Navy ship in the Spratly Islands

February 2020 A Chinese state-owned company made significant progress expanding and upgrading Momote Airport, near 
Lombrum Naval Base

March 2020 China deployed a fleet of maritime militia ships to the Union Banks in the Spratly Islands

March 2020 China opened two new research stations on Fiery Cross Reef and Subi Reef in the Spratly Islands, which include 
defence silos and military-grade runways

April 2020 Chinese Coast Guard ship rammed and sunk a Vietnamese fishing boat near Woody Island

April 2020 A Chinese research ship, Haiyang Dizhi 8, accompanied by Chinese Coast Guard and maritime militia vessels, sought 
to intimidate the Malaysian-chartered drillship, West Capella, operating in Malaysia’s Exclusive Economic Zone

April 2020 China’s Ministry of Civil Affairs announced the establishment of two administrative districts within Sansha City

November 2020 A Chinese company signed a memorandum of understanding with the Papua New Guinean Government to develop a 
comprehensive multi-functional fishery industrial park on Daru Island

January 2021 National People’s Congress adopted the Coast Guard Law allowing the Chinese Coast Guard to fire on foreign vessels

Sources: Asia Maritime Transparency Initiative, The New York Times, Radio Free Asia, Vietnam Ministry of Foreign Affairs, Reuters, The Interpreter, The Guardian11.12
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Australian interests

Australia has a stake in all these initiatives. As the 2020 
Defence Strategic Update points out, grey zone activ-
ities are targeting Australian interests in an open and 
stable region and must be addressed through active 
efforts to shape the strategic environment and deter 
coercive actions.11.13 Yet, while Canberra and Washington 
have a shared understanding of the grey zone challenge, 
their interests and threat perceptions are not entirely 
symmetrical.11.14 

This has led to coordination problems. Above all, the alli-
ance has not identified common red lines with regard to 
Chinese grey zone tactics such as island-building, mari-
time intimidation or the use of paramilitary forces. This 
stems from divergent appetites for military, strategic and 
political risk. While hard to achieve, shared thresholds 
for action are crucial for increasing Beijing’s risk calcu-
lus and assuring regional partners of allied support.11.15 
Moreover, Australia and the United States do not prior-
itise the policy tools for countering grey zone coercion 
in exactly the same way. For instance, in the Pacific, 
where Australia has important interests in regional lead-

Policy recommendations

Australia and the United States should broaden and deepen their combined approach to countering maritime 
grey zone activities in the following ways:

 › Establish formal channels for coordinating counter grey zone activities in maritime Southeast 
Asia and the Pacific. Given the number of agencies involved in addressing this challenge, strong 
central leadership is needed from Canberra and Washington. Indeed, as the recent Pacific Fusion 
Centre issue has highlighted, even considered actions can create unhelpful duplication.11.18 A 
coordinating mechanism could identify strategic lines of effort, functional roles and responsibilities 
and, ideally, undertake planning for specific initiatives and operations bilaterally. It could be nested 
within the new Indo-Pacific Coordination Mechanism or established between appropriate national 
leads, such as the NSC and Department of Prime Minister and Cabinet. A bilateral, or trilateral 
including Japan, working group within the Maritime Security Initiative could help to streamline 
regional capacity building, intelligence sharing and maritime domain awareness efforts.

 › Expand and improve the coordination of current efforts to support third parties through 
maritime presence operations. Enhanced multilateral maritime presence in close proximity to actual 
or potential Chinese intimidation of regional vessels is likely to have a deterrent effect. While the 
so-called West Capella standoff in April 2020 signalled US and Australian resolve to deliver this effect 
in an opportunistic way, future activities would benefit from pre-planning on red lines, protocols for 
action and greater information sharing.11.19 Given the asymmetry between Chinese maritime forces 
and smaller US and Australian fleets, coastguard and border force agencies have a role to play.11.20 This 
could be enabled by rotating or deploying or a US Coast Guard detachment to Australia to establish 
patterns for allied patrol operations.11.21

ership, Canberra has advanced a whole-of-government 
approach to bolstering resilience; whereas US initiatives 
have often been led by the Pentagon and not always 
dovetailed with Australian efforts.11.16 Finally, the alliance 
has yet to deliver a genuinely combined approach to 

maritime domain awareness and counter-coercion 
operations — a task that requires deeper ISR integration, 
unmanned vehicles for persistent situational awareness 
and, potentially, the inclusion of information, electronic 
warfare and special operations forces.11.17 
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Context and background

Australia should pursue more innovative ways to 
advance defence industry integration with the United 
States, including by coordinating with Canada and 
the United Kingdom. A collective approach to defence 
industrial base integration between the United States and 
its close allies is essential to maintaining a conventional 
military edge in the Indo-Pacific. China is on a path to 
match — if not surpass — the combined R&D spending of 
the United States, Canada, the United Kingdom, Australia 
and New Zealand by the mid-2020s.12.1 Harnessing new 
technologies, integrating them into allied defence forces 
and ensuring their affordability for middle powers like 
Australia are critical steps to achieving a favourable 
balance of power in the region.12.2 

The US Congress recognised these challenges in 2017 
when it expanded America’s National Technology and 
Industrial Base (NTIB) to include Australia, the United 
Kingdom and Canada. Its aim was to deepen connec-
tions between allied defence and national security 
industries, eventually creating a defence free trade 
zone.12.3 However, meaningful progress on implementing 
this framework has stalled. This is because Washington 
has failed to address core hurdles to further integra-
tion, such as its treatment of US allies under extraterri-
torial export controls like the International Traffic in Arms 
Regulations (ITAR).

The Biden administration

The prospects for substantial defence industrial inte-
gration under the Biden administration are dim. Biden’s 
campaign platform was clear: the Trump administration 
had let too many foreign companies bid on US Govern-
ment contracts, including those issued by the Pentagon, 
undercutting American manufacturing and industrial 
jobs. Biden has already moved to fulfil his campaign 
promise, issuing an executive order strengthening 
“Buy American” regulations during the first week of his 
administration.12.4 The new order centralises much of the 
decision-making power over waivers for the regulations 
within the White House, expands the list of products 
covered and closes some well-known loopholes.12.5

These domestic priorities are clearly at odds with the 
spirit of further industrial integration with close allies. 
Nevertheless, some senior Biden administration offi-
cials have voiced support for the strategic logic of 
deeper integration. In her written response to ques-
tions from Senators during her nomination process for 
Deputy Secretary of Defense, Kathleen Hicks stated 
that the NTIB should be “leveraged wherever possible” 
to strengthen defence relationships with allies. The NTIB 
would be part of the answer in encouraging competi-
tion within the US industrial base, she added, as well as 
fostering “collaboration, competition and innovation to 
ensure a healthy supply chain.”12.6

HARNESSING NEW TECHNOLOGIES, 
INTEGRATING THEM INTO ALLIED 
DEFENCE FORCES AND ENSURING 

THEIR AFFORDABILITY FOR MIDDLE 
POWERS LIKE AUSTRALIA ARE CRITICAL 

STEPS TO ACHIEVING A FAVOURABLE 
BALANCE OF POWER IN THE REGION.

How this conflict between Biden’s domestic agenda and 
the requirements of allied strategic policy coordination 
will be resolved is uncertain. The president may be the 
decisive factor. Importantly, it was during Biden’s chair-
manship of the Senate Committee on Foreign Affairs 
that the Australia-US Defence Trade Cooperation Treaty 
passed in 2008. Biden — and his staff director at the 
time, now Secretary of State Antony Blinken — raised 
concerns about the integrity of the treaty, questioning 
the reliability of Australia’s export control regime and the 
risks of establishing a precedent that weakens America’s 
ITAR rules.12.7 Today, further defence industrial integration 
may hinge on whether the president’s views and those of 
his closest advisors have changed over the past decade 
or can be influenced in office.
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Slow progress on the National 
Technology and Industrial Base

Australia has had recent success in pushing for 
further recognition of the importance of defence 
industrial integration at the highest levels of US 
political and national security leadership. The joint 
statement from AUSMIN 2020 noted the ongoing 
work of the AUS-US Defense Trade Working Group 
and promised to “help resolve defense trade issues 
of mutual concern, including on export controls.”12.8 
But progress in this area is increasingly measured 
by the success of individual specialised or pilot 
projects, rather than the wholesale change orig-
inally envisioned by the NTIB framework. For 
instance, a recent Australia-US bilateral agree-
ment to work towards a prototype of a hypersonic 
weapon based on 15 years of joint research was 
concluded through a specialised allied capability 
program in the Pentagon.12.9 While positive, the 
growing number of these specific, tailored, projects 
are a sign that overall progress has stalled.
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* The Five Eyes countries are the United States, Australia, Canada, the United Kingdom and New Zealand
Source: R&D figures up to and including 2017 reflect total gross domestic expenditure on R&D. Figures are shown in purchasing 
power parity (PPP) dollars at current prices (as of 16 October 2019). Data retrieved from Organisation for Economic Co-operation 
and Development, “Gross domestic expenditure on R&D by sector of performance and source of funds,” 16 October 2019, 
available at: https://stats.oecd.org/Index.aspx?DataSetCode=GERD_SOF#. R&D figures from 2018 to 2030 reflect a forecast using 
a version of the Exponential Smoothing (ETS) algorithm. The forecast is adjusted for seasonal variation. Included in this forecast 
are confidence intervals at a level of 95 per cent confidence. 
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Australian interests

Australia has several overlapping interests in greater 
defence industrial integration with the United States. 
Canberra’s 2020 Defence Strategic Update prioritises 
the development of a robust domestic defence industry 
as a key pillar in ensuring the delivery and sustainment 
of Australia’s military modernisation efforts. Breaking 
down export barriers, facilitating better access to the US 
defence market and ensuring more equitable rules for 
intellectual property and collaboration are critical to this 
agenda.12.10 If progress is not made, Australian companies 
will be increasingly deterred from collaborating with 
the United States owing to fears that their products and 
intellectual property will be captured by its far-reaching 
export controls. Allies will instead network with each 
other to avoid the US system, as evident in the recent 
agreement between Boeing Australia, the Australian 
Department of Defence and the United Kingdom on 
sharing design materials for the unmanned Air Power 
Teaming System.12.11 Such activity deprives the United 
States of valuable innovation and niche technological 
capability. 

Australia also has an interest in managing the affordabil-
ity of modern military systems. As new generations of 
military equipment tend to rise in cost above inflation, 
it is burdensome for middle power allies to maintain 

Policy recommendations

Australia has driven some bilateral wins in forging the NTIB framework into a workable mechanism for 
individual projects. Moving forward, additional specialised projects and a reformulated collective approach 
may be the most effective path towards further progress. Australia should:

 › Caucus with NTIB members Canada and the United Kingdom in lobbying Congress and State 
Department officials. A joint strategy and diplomatic effort will leverage the combined weight of all 
three allies in Washington. Although Canberra, London and Ottawa do not share perfectly aligned 
defence industrial interests — and in some cases are direct competitors — their common interest in a 
more equitable defence industrial relationship with the United States could be used to drive political-
level changes.

 › Establish a combined Australia-US munitions manufacturing project in Australia. Munitions 
present a significant opportunity, in terms of strategic need and industrial capacity, to quickly stand up 
a demonstrable capability. Such an initiative would help bolster critical supply chains, build strategic 
resilience and fill gaps in America’s defence industrial base.12.14 

 › Utilise the NTIB to expand the range and depth of defence innovation challenges among its 
members. In 2017, Australia co-hosted an urban environment defence technology challenge alongside 
Canada, the United States, the United Kingdom and New Zealand.12.15 Expanding such challenges to 
maritime, air and cyber environments, and linking them more directly to industry, would be a useful 
step towards building the case for further defence industrial integration.

a credible level of interoperability with US forces.12.12 
This has become an even greater issue as systems like 
the F-35 fighter have failed to deliver on projected cost 
savings.12.13 A competitive defence market will assist 
cost-control and maximise defence investment. Finally, 

a collective approach to defence innovation will help 
Australia maintain a regional military technological edge 
 — a pillar of Australia’s defence strategy — by leveraging 
US and other trusted allied investments in R&D, talent 
and intellectual property. 


