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Australia’s future – still the lucky country or
running out of luck?

By Gorana Grgic

resilience is its greatest success as the country 
has continued to enjoy uninterrupted economic 
growth amidst the global financial crisis and 
in the aftermath of the direst recession to hit 
the world since the Great Depression. This 
makes it an absolute record-setter across the 
Western world. Yet, the optimism that such 
positive trends will endure is fading. While 
Australia has been spared of the surge of 
populism that has plagued a significant portion 
of mature democracies across the West, it has 
suffered from an unprecedented leadership 

Introduction 

As the world rung in 2020, political analysts 
across the globe were busy making assessments 
of the past decade and offering predictions 
as to the dominant geopolitical, economic 
and social trends over the next ten years. 
Subjecting Australia to the same scrutiny 
leaves an impression the 2010s are going 
to be remembered as a decade of missed 
opportunities as ‘kicking the can down the 
road’ approach to economy, polity and security 
start to imperil Australia’s reputation as a 
lucky country. In brief, Australia’s economic 
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turnover that has impeded action on the most 
(figuratively and literally) burning issue it 
faces – that of climate change. On the foreign 
and security policy front, successive Australian 
governments have been walking the diplomatic 
tightrope as the United States remains to be an 
indispensable ally, while China takes the prime 
spot as the country’s largest trading partner. 
Given the intensification of the US-China 
rivalry, Australia finds itself needing to find a 
way out of this Gordian knot. Facing the grim 
prospects of the precipitously warming planet, 
the return of great power rivalry, the decline 
of liberal democracies, and the uncertainties 
of technological change, 2020s are inevitably 
going to force Australian decisionmakers to 
make hard choices. 

Luck is everything?

To understand Australia’s self-perception and 
consequently the image it projects in the world, 
one needs to appreciate the dialectic between 
two lines of argument around its status as a 
‘lucky country’. On the one hand, there are those 
who claim that Australia’s prosperity is mostly 
due to its natural endowments and the quirks 
of geography and history – from the abundance 
of natural resources and the great physical 
distance from the problems miring the rest of 
the world, to the longstanding alignment with 
the major hegemonic powers. Others conversely 
contend there is much less determinism and a 

lot more agency that Australia’s leaders have 
exercised over the second half of the twentieth 
century that has made the country one of the 
most successful liberal democratic projects in 
the world. 

Some point to Australia’s 
underperformance on indicators 
such as rates of innovation and 
entrepreneurship compared to 
other advanced democracies.

The underlying assumptions and the broader 
implications derived from the two opposing 
perspectives have remained the same for well over 
half a century. For those who argue the country’s 
success is a product of the interplay between 
natural resources, location and benevolent 
patrons rather than entrepreneurial spirit of its 
citizens, as Donald Horne did in his seminal 1964 
book The Lucky Country, the basic assumption 
is one of  ‘dumb luck’ rather than institutional 
design or economic management. Some point 
to Australia’s underperformance on indicators 
such as rates of innovation and entrepreneurship 
compared to other advanced democracies 
and claim it is indicative of complacency and 
dependence on extractive industries. 

Moreover, this line of argument extends further, 
as many critics of Australia’s luck suggest it has 
had a negative impact on the polity and society 
as a whole. For instance, wealth creation from 
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natural resources has made those in power more 
conservative and beholden to the corporate 
interests. Granted, one only needs to take a look 
at the incumbent Australian government under 
the leadership of Scott Morrison to find support 
for such claims. Prime Minister Morrison 
gained notoriety after brandishing a lump of 
coal on the floor of the Australian parliament 
and denying the link between coal mining and 
climate change. 

Australia’s Future Fund is not 
as large as it could have been 
if a super-profits tax had been 
implemented in 2003, when the 
first China resources boom took off.

Equally worrying is the fact that resource 
boom luck might have been wasted given 
that Australia failed to make the most out of 
the commodities exports over the past two 
decades. Namely, neither side of politics has 
been willing to capture a larger share of the 
profits made by resources companies through 
higher corporate taxes. Unlike Norway, which 
has made a brand out of its sovereign wealth 
fund – amassed from state oil and gas revenues 
and now used for investments in low carbon 
technology – Australia’s Future Fund is not as 
large as it could have been if a super-profits 
tax had been implemented in 2003, when the 
first China resources boom took off. Given 
the significant first-order and second-order 

negative consequences for the environment 
and Australia’s citizens, the opportunity to 
transform a one-off windfall into a lasting 
legacy has been somewhat squandered. 
On the societal level, the most vulnerable 
groups have felt the impact of conservative 
stances. Australia’s indigenous population has 
undoubtedly suffered the most from the deep 
structural inequality and inter-generational 
poverty, which is a direct consequence of the 
pursuit of corporate profits on their land and 
a lack of meaningful redistributive policies. 
Tragically, the First Peoples are also still waiting 
to achieve constitutional recognition. 

Luck has nothing to do with it

Yet, despite the recent lack of appetite for the 
kind of macroeconomic reform that would 
prepare the country for the end of the mining 
boom, the shocks of climate change and the 
ageing of the population, Australia remains 
a standout economy across the OECD. As of 
2019, the country has recorded its 28th year 
of uninterrupted economic growth, which has 
defied global financial crises and recessions. 
Those who reject the “lucky country” charge, 
such as journalist and publicist Peter Hartcher, 
offer a competing explanation for why this 
has been the case. Namely, Australia has been 
able to find a sweet spot of a ‘low-taxing 
egalitarianism’ which combines the freedom of 
the American economic model with the fairness 
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of Scandinavian social model. According to this 
view, the structural reforms that took place 
between the 1980s to 2000s, and were overseen 
by governments from both sides of the political 
spectrum, have resulted in the nearly three-
decade long economic expansion.

Structural reforms that took place 
between the 1980s to 2000s, and 
were overseen by governments 
from both sides of the political 
spectrum, have resulted in the 
nearly three-decade long economic 
expansion.

In the same vein, the fact that Australia is often 
touted as one of the most multicultural societies 
on earth is not accidental. Since the 1970s, 
there has been a bipartisan consensus to foster 
an environment that would offer the promise to 
immigrants from countries around the world 
they could attain comfortable and satisfying 
living standards in the proverbial melting pot 
of Australian culture. Government reports and 
academic studies alike show that the skilled 
migration programs have significantly added 
to Australia’s wealth and have overall had a 
positive impact on the welfare system and 
local economies. Furthermore, Australian cities 
regularly rank high on the list of the world’s most 
liveable, and despite the pockets of loud anti-
immigrant rhetoric abroad and at home, most 
Australians still welcome multiculturalism. 

Again, such arguments underscore the 
importance of sound governance and the ability 
of major parties to reach consensus on vital 
matters for economic and social development. 
However, if the past decade is to offer a glimpse 
into the future, the outlook appears rather 
gloomy. In a similar vein to what has been 
happening across the Western democracies, 
the dominant trends point to the hollowing 
out of the political middle. The electorate has 
been drifting away from the big centre-right 
and centre-left parties as a result of majority 
of employment shifting from manufacturing 
industries to services, the pushes for gender 
equality and changing role of women in 
society, the declining role of religion and 
changing composition of societies as minority 
and migrant populations begin to account 
for a greater share of the total population. 
These changes are central in explaining why 
populist parties and especially those further 
on the right-end of the political spectrum have 
been gaining more ground. In Australia’s case, 
this has translated into the two major parties 
(Labor and Liberal) seeing their overall share of 
the vote decline as independent candidates and 
small parties began thriving. However, given 
the electoral system, which has compulsory 
voting and operates on preferences, the latter 
have been unable to seize significant power in 
the legislature. Yet, the trends are indisputable 
– if such dynamics continues, Australia faces the 
prospect of a permanent minority government 
in a not too distant future. 
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Australian cities regularly rank 
high on the list of the world’s most 
liveable, and despite the pockets 
of loud anti-immigrant rhetoric, 
most Australians still welcome 
multiculturalism.

This in itself is not problematic as minority 
governments have proven they can be effective 
across other advanced democracies. The peril, 
however, lies in the platforms that big parties 
might choose to adopt to mitigate their losses 
and appeal to the voters that have switched to 
the more populist and extreme political options. 
For instance, the already heavily-criticised 
bipartisan consensus on refugee and asylum 
seeker policy that builds on cruel deterrence 
measures that UN agencies have repeatedly 
condemned for breaches of international laws 
(including the prohibition on subjecting people 
to torture, inhuman and degrading treatment) 
could be cemented even further if the far-right 
populists begin to mount a strong political 
challenge. 

The impasse on climate policy – a 
symptom of domestic political malaise

At the time of this writing, Australia has 
been ravaged by cataclysmic bushfires that 
have destroyed the flora, fauna, property and 
human lives across an area larger than South 

Korea. While climate science deniers are still 
trying to push back against the argument that 
anthropogenic climate change has catalysed and 
accelerated these fires, there is no doubt that the 
record-long droughts and the steady increase in 
the average temperature have contributed to 
the scale and magnitude of the fires. 

Australia has seen an unprecedented 
leadership turnover as five different 
prime ministers have tried to 
implement and scrap meaningful 
policy response to climate change.

On a per capita basis, Australia is one of the 
world’s top emitters of greenhouse gases, and 
at the same time, one of the largest contributors 
to the additional emissions by burning of the 
resources it sells as it remains the world’s 
largest exporter of both coal and liquified 
natural gas. To understand why it has no 
national climate and energy policy one needs to 
understand the political developments alluded 
to earlier. Over the past decade, Australia has 
seen an unprecedented leadership turnover 
as five different prime ministers have tried to 
implement and scrap (depending on the position 
along the ideological spectrum) meaningful 
policy response to climate change. The 2019 
federal election, branded as the climate change 
election, as it was playing out amid a severe 
drought, reports of irreversible damage to the 
Great Barrier Reef and a high-profile fight over 
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the proposed coal mega-mine in the state of 
Queensland, brought victory to the Liberal party 
that campaigned by warning of economic ruin 
under the Labor Party’s climate plan. According 
to independent analyses, Australia is among 
several industrialized nations that are not on 
track to reduce greenhouse gas emissions to 
keep global warming below two degrees Celsius 
as per the Paris Accord promises. However, 
the 2019-2020 fires have forced the debate 
to address the political deadlock. Granted, 
there are still fears the issue might become 
further politicised given the fragmentation 
and polarisation of the media landscape, which 
makes it possible for inaccurate information 
and conspiracy theories to spread. 

Australia is among several 
industrialized nations that are not 
on track to reduce greenhouse gas 
emissions to keep global warming 
below two degrees Celsius.

Yet, the rare optimism emerges from the 
abundance of renewable resources that 
could make Australia the low-carbon energy 
superpower, compounded with the fact it sits 
on the doorstep of Asia – the world’s prime 
consumer of energy for the decades to come. So 
far, markets have defied government’s direction, 
and many remain hopeful as the renewable 

energy sector in Australia continues to grow 
almost ten times the world average. 

The clouds gathering over the Indo-
Pacific 

Finally, in geopolitical terms, there is no doubt 
the 2010s have been an inflection point as 
Australia became increasingly aware of the 
precarious position it occupies by having the 
US as its foremost security ally and China as 
its major trading partner. While successive 
Australian governments have brushed off 
the idea of having to choose between these 
two, the great power rivalry that is at this 
point only poised to intensify will make the 
balancing act untenable. There is no doubt 
Australia’s strategic focus is firmly on the 
Indo-Pacific. Major policy directives and 
strategy proclamations such as the 2017 
Foreign Policy White Paper and the 2016 
Defence White Paper have both correctly 
identified the major trends shaping the region 
– from the adversarial US-China relations and 
the rise of other regional powers, military 
modernisation, to the increasing threats in 
the cyber space. However, the pace of these 
changes is exceeding the expectations and 
assumptions that were originally laid out in 
these strategic documents. 
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Australia became increasingly 
aware of the precarious position 
it occupies by having the US as its 
foremost security ally and China 
as its major trading partner.

There are several competing directions that 
Australia can pursue as it responds to a changed 
world. The “more of the same” approach of 
walking the tightrope between US and China 
is proving unsustainable as it has become 
clear that China’s grand strategic aims in the 
region are increasingly in dissonance with 
those of liberal democracies. Moreover, Chinese 
government has made attempts to interfere 
in Australian politics, influence its electoral 
integrity, and by all estimates, it continues to do 
so. Australian government has already enacted 
a set of new national security laws to address 
these concerns, which has in turn raised a whole 
range of concerns over the potential loopholes 
and even greater worries about the negative 
implications such as encroachments on the 
core democratic freedoms. In the coming years, 
there is little doubt Australia will need to find 
a way to respond to China’s malign influence 
and activities. It will equally need to recalibrate 
its macroeconomic and trade policies to 
address the substantial exposure to Chinese 
economy – not just because of the security 
concerns, but also given the changing pace and 

composition of China’s economic growth. The 
two remaining options involve reupping the 
commitment to the US alliance or carving out a 
more independent foreign and security policy. 
Beyond the mythology and sentimentality 
of the US-Australia alliance, the ‘all-the-way-
with-the-USA’ approach has an undoubtable 
benefit of pooling resources with the world’s 
greatest military power and benefitting from 
the extended deterrence. However, there are 
considerable risks attached to it as well. On 
the one hand, there are fears of undesired 
entanglement in conflict, particularly under 
the US leadership that fails to exercise prudent 
foreign policy, while on the other hand, there is 
the perennial issue of US strategic insolvency 
and consequent qualms about abandonment. 

In the coming years, there is little 
doubt Australia will need to find a 
way to respond to China’s malign 
influence and activities.

The option of carving its own way can be seen 
as both a sign of greater national maturity as 
well as a pure realpolitik calculation in the new 
Asia. Australia prides itself on being committed 
to preserving the rules-based order that has 
benefitted its economy and security since the 
end of World War II, so the obvious path here 
could be to join forces with other like-minded 



ed u ag eb

Hanns Seidel Stiftung
Amruševa 9, Zagreb, Croatia

www. hanns-seidel-stiftung.com.hr

© Institute for Development and International Relations – IRMO, ISSN 1849-9155

IRMO
Ured u Zagrebu

nations who are committed to multilateralism 
through fora such as the recently launched 
Alliance for Multilateralism. Yet, in line with 
this view, the question that still begs an answer 
is whether and how Australia can establish 
credible deterrence and defend itself as a 
middle power without riding on a superpower’s 
coattails in a region where the major hegemonic 
duel of this century will unravel.

Conclusion: ‘She’ll be right’ is not a policy 
prescription for Australia’s future

The tectonic shifts in the international system 
along with the major political and societal 
shifts are demanding a sober response from 
those in power if Australia wishes to continue 
to prosper. The past decade has shown the price 
of inaction is steep and incompatible with the 
goals of sustaining the hospitable environment, 

economic growth, liberal democratic values 
and national security. The 2020s are a decade 
that will inevitably force Australia’s leaders to 
choose between the visions of the world that 
offer more responsible governance, openness 
and cooperation versus short-termism, 
isolation and conflict. Australia simply cannot 
afford to spend another ten years punching 
below its weight.
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Department of Government and International 
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