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1COVID-19 and the Asia-Pacific region

The coronavirus (COVID-19) 
challenge will hit emerging 
economies hard – including those in 
the Asia-Pacific region neighbouring 
Australia. While problematic for 
those nations, new complexities in 
the region could also drive a number 
of economic and societal concerns 
for Australia. 

While China looks to have made headway in both 
fighting the virus and economic recovery, other 
countries in the region are in very different situations. 
The degree to which they will be impacted, and how 
soon they recover, depends on many factors, including 
the strength of their underlying healthcare system. 

However, in some developing Asian countries, under-
funded public health systems, high population density, 
limited access to clean water and sanitation, and high 
levels of informal employment and poverty could limit 
the success of efforts to contain the virus.

COVID-19 could place enormous strain on the ability 
of governments to offer social safety nets, particularly 
at the size and breadth that Australia and some other 
nations have implemented. In some Asia-Pacific 
countries, the relationship between society and the 
State is leading to different responses to government 
measures. Different geopolitical objectives are also 
affecting how different nations are responding.1  

With all these variables, even optimistic scenarios could 
see many Asia-Pacific countries struggling with the 
social, economic, and political fallout of COVID-19 for 
many years to come.2

These health and economic impacts are a cause for 
concern in their own right. They also have implications 
for Australia in both how it manages the crisis, and how 
it rebuilds the economy once the virus is contained. 

This report looks at Australia’s relationships in the 
region in terms of trade, supply chain consequences, 
and what Australia can do amid these headwinds to still 
emerge in a strong position.

1  https://www.thinkglobalhealth.org/article/why-southeast-asia-
responding-differently-covid-19

2  https://www.lowyinstitute.org/publications/how-virus-could-
stagger-asia-giants
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2 COVID-19 and the Asia-Pacific region

Australia’s economic wellbeing is closely linked with that of the Asia-Pacific region. 
The region makes up almost two-thirds of Australia’s two-way trade (see chart 
below). Australia has many free trade agreements with partners in the region,  
both bilateral and plurilateral, with few tariffs and other barriers on trade.3 

Source: Department of Foreign Affairs and Trade, Trade and Investment at a Glance 20194 

3 https://www.dfat.gov.au/trade agreements/Pages/trade-agreements

4 https://www.dfat.gov.au/about-us/publications/trade-investment/trade-at-a-glance/trade-investment-at-a-glance-2019Pages defaultpage. 14
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3COVID-19 and the Asia-Pacific region

Australia’s top import sources (A$ million)

Rank Country 2018-19 % share total

1 China 81,777 19.4 

2 United States 51,638 12.3 

3 Japan 26,802 6.4 

4 Germany 18,870 4.5 

5 Thailand 17,336 4.1 

6 United Kingdom 16,860 4.0 

7 Singapore 16,735 4.0 

8 New Zealand 14,598 3.5 

9 Republic of Korea 13,623 3.2 

10 Malaysia 13,574 3.2 

11 Italy 9,770 2.3 

12 Indonesia 9,470 2.2 

13 France 8,222 2.0 

14 Vietnam 7,858 1.9 

15 India 7,505 1.8 

Total all countries 421,394 100.0
 of which: APEC (d) 280,803 66.6

ASEAN 68,248 16.2

European Union (e)(f) 80,845 19.2

OECD (d)(f) 203,331 48.3
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4 COVID-19 and the Asia-Pacific region

Major Australian imports from 
Asia-Pacific countries 
2018-19 (A$m) 

China

$8,866m
Telecom equipment & parts

$6,625m
Computers

$3,415m
Furniture, mattresses & cushions

$2,770m
Refined petroleum

Japan

$8,866m
Passenger motor vehicles

$6,625m
Refined petroleum

$3,415m
Goods vehicles

$1,100m
Gold

Thailand

$5,250m
Goods vehicles

$2,272m
Passenger motor vehicles

$741m
Heating & cooling equipment & parts

$450m
Household-type equipment, non-electrical counterparts

Singapore

$6,993m
Refined petroleum

$537m
Edible products & preparations, non-electrical counterparts

$378m
Computers

$268m
Crude petroleum

4 COVID-19 and the Asia-Pacific region
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5COVID-19 and the Asia-Pacific region

Republic of Korea

$5,188m
Refined petroleum

$2,786m
Passenger motor vehicles

$266m
Electrical machinery & parts, non-electrical counterparts

$172m
Electronic integrated circuits

Malaysia

$4,116m
Crude petroleum

$2,046m
Refined petroleum

$705m
Computers

$381m
Telecom equipment & parts

Vietnam

$1,625m
Telecom equipment & parts

$539m
Crude petroleum

$501m
Footwear

$350m
Monitors, projectors & TVs

India

$566m
Refined petroleum

$471m
Railway vehicles (inc hovertrains)

$393m
Medicaments (incl veterinary)

$264m
Peals & gems

5COVID-19 and the Asia-Pacific region

Source: DFAT5  

NB, the available data does not allow the breakdown of Australia’s top imports by industry/sector. Data from the Department of Foreign Affairs and Trade shows 
major Australian imports by category, not necessarily which industry they are aligned to. I.e. telecom equipment and parts could be for many different industries. 

5  DFAT https://www.dfat.gov.au/trade/resources/Pages/trade-and-economic-fact-sheets-for-countries-economies-and-regions
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6 COVID-19 and the Asia-Pacific region

Goods moved by air freight  
are feeling the biggest impact  

COVID-19 has disrupted trade and supply chains around the world, and the 
situation continues to change rapidly. While approximately 80 percent of the 
world’s goods trade by volume is carried by sea,6 and most maritime terminals 
and ports state that they are operating normally, a shortage of workers and 
quarantine requirements are causing some delays.

COVID-19 has significantly impacted trade, with goods imported from the Asia-Pacific region by air the hardest hit by the 
challenge.7 There was a 9.1 percent drop in seasonally adjusted world-wide demand for air freight in February 2020,8 with 
this trend likely to have increased in the following months. The impact was even larger for Asia-Pacific carriers, where 
seasonally adjusted demand dropped by 15.5 percent.9 

Two reasons exist for this drop:

1      The disruption of global supply chains has resulted 
in reduced demand. For example, the widespread 
closure of factories across China led to a sudden drop 
in manufacturing production, reducing demand from 
one of the world’s largest freight markets.

2      The significant drop in passenger carriers has resulted 
in a lack of available cargo capacity, with cargo 
capacity decreasing by 17.7 percent, the largest fall 
since early 2013.10 This has led to unpredictable air 
freight rates, with certain flights, such as those from 
China, paying a premium. 

In Australia, air freight represents less than one percent of 
international freight by volume. However, it is a significant 
amount of the country’s imports and exports by value, at 
around 21.5 percent.11 While airports remain closed, and 
international flights are limited, this situation will continue to 
pose challenges for Australia’s supply chains.

Over 80 percent of Australian air freight is carried in the 
cargo holds of passenger aircraft. As such, the Australian 
Government’s indefinite ban on international travel will have 
a tremendous impact on the ability of the air freight industry 
to keep up with the deliveries that rely on those passenger 
flights.12 This could impact the delivery of electrical and 
mechanical equipment, urgent repair components, and 
essential inputs into global supply chains.13

Australia’s air freight imports are a mix of consumer goods, 
such as electronics and jewellery, as well as inputs into 
manufacturing and industry.14 Machinery and electrical 
equipment make up about 44 percent (by value) of 
Australia’s air freight imports. This is followed by textiles 
and textile articles, chemical products, vegetable products, 
base metals, instruments and apparatus, and plastics (see 
table below for more detail). Approximately 60 percent of 
Australia’s air freight imports come from Asia, highlighting 
Australia’s reliance on the region for many of these goods.15

With many passenger flights suspended due to government 
restrictions, some airlines have pivoted to using their 
passenger fleets to transport cargo.16 Qantas has been 
using some of its passenger fleet to move essential medical 
supplies, and other airlines across Asia have been utilising 
whatever space they have, including the empty space in 
passenger cabins, to transport goods.17 However, this is an 
inefficient method. This is increasingly relevant now that 
factories in China are opening again and exporting goods.18
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7COVID-19 and the Asia-Pacific region

Australian air imports by commodity group

2017-18

$ million Tonnes

Import 66,418 582,168

Machinery and mechanical appliances; electrical equipment; parts thereof; sound 
recorders and reproducers; television image and sound recorders and reproducers, 
and parts and accessories of such articles

29,134 149,027

Textiles and textile articles 1,920 44,300

Products of the chemical or allied industries 9,659 43,222

Vegetable products 389 37,229

Base metals and articles of base metal 1,036 27,209

Optical, photographic, cinematographic, measuring, checking, precision, medical or 
surgical instruments and apparatus; clocks and watches; musical instruments; parts 
and accessories thereof

9,283 26,687

Plastics and articles thereof; rubber and articles thereof 616 24,163

Source: https://infrastructure.org.au/2019-international-airfreight-indicator/ 20

6  https://chinapower.csis.org/much-trade-
transits-south-china-sea/

7  https://www.iata.org/en/pressroom/
pr/2020-04-01-01/

8  https://www.iata.org/en/pressroom/
pr/2020-04-01-01/

9  https://www.iata.org/en/pressroom/
pr/2020-04-01-01/

10  https://www.iata.org/en/pressroom/
pr/2020-04-01-01/

11  https://infrastructure.org.au/2019-
international-airfreight-indicator/

12  https://www.businessnewsaus.com.au/
articles/air-cargo-networks-in-turmoil-as-
international-flights-cancelled.html

13  https://www.businessnewsaus.com.au/
articles/air-cargo-networks-in-turmoil-as-
international-flights-cancelled.html

14  https://infrastructure.org.au/2019-
international-airfreight-indicator/

15  https://data.gov.au/data/dataset/
international-airlines-airline-by-country-of-
port-data/resource/809c77d8-fd68-4a2c-
806f-c63d64e69842 . NB, data on which of 
the goods Australia imports from Asia via 
air freight is not publicly available.

16  https://fortune.com/2020/03/26/
passengers-drop-desperate-airlines-cargo-
coronavirus/

17  https://www.traveller.com.au/airlines-
using-passenger-planes-to-fly-cargo-as-
coronavirus-restrictions-bite-h1n6vl

18  https://nypost.com/2020/03/31/china-
jumps-on-path-to-recovery-as-factories-
reopen/

19  https://www.agriculture.gov.au/abares/
publications/insights/snapshot-of-
australian-agriculture-2020#around-70-of-
agricultural-output-is-exported

20  https://infrastructure.org.au/2019-
international-airfreight-indicator/ 

Exports also impacted 

Air freight disruption is also having an impact on Australian exports to Asia-Pacific countries. One example is 
the fresh food and agriculture sectors, as they rely on speed to market. Agricultural exports were valued at 
approximately $55 billion in 2018-19.19 The lack of access to air freight may impact future exports in these industries 
by negating Australia’s brand promise, and ability to provide fresh products quickly. Keeping a strong foothold in the 
market relies on regaining or gaining access. Importers will reset the rulebook in terms of price and margin, and 
Australia will face competition from new sources. Therefore, Australian exporters will require diligent strategies for 
managing customers and brands in markets upon re-entry. The Australian Government has announced $500 million 
in funding to help re-establish markets and expand operations damaged by COVID-19 (explored later in this report). 
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8 COVID-19 and the Asia-Pacific region

Supply chain consequences  
for Australia
The COVID-19 challenge has already exposed the vulnerability of Australian 
manufacturers across many industries, especially those who were only 
carrying inventory of between 2 and 4 weeks. For example, sourcing sufficient 
personal protective equipment (PPE) in circumstances of global competition 
and demand proved an immense challenge for Australian health authorities. 

While at the time of writing we are only seeing impacts 
in businesses with the leanest supply chains, it is likely 
that deeper systemic disruptions will emerge.We have 
seen organisations across several industries warn clients 
of upcoming delays as a result of forecast disruptions in 
materials sourced from China. The construction sector is 
one example. Executives at Aurizon, Australia’s largest rail 
freight operator, noted that they were predicting a delay 
in the arrival of 66 new rail wagons to Australia, as they 
were being made in Wuhan, the city at the epicentre of the 
COVID-19 outbreak.21

The high-tech goods sector is also likely to be interrupted. 
JB Hi-Fi Chief Executive Officer Richard Murray noted that 
whilst substitutes for certain goods may be found, there is 
potential for dissatisfaction where customers are loyal to 
certain brands, such as mobile phones.22

The Australian Government is aware of the challenges 
and have announced new measures to help businesses 
access international markets. The International Freight 
Assistance Mechanism is designed to help high-quality 
produce reach key markets where supply chains have 
broken down. The Government will fund half of the 
increase in cost that exporters are faced with, and will also 
coordinate flights overseas where demand needs to be 
pooled.23 Export Market Development Grants have also 
been increased by almost $50 million to allow exporters 
access to additional reimbursements for costs incurred in 
marketing their products and services around the world. 

Even with government support, supply chains will 
continue to be hampered until passenger aircraft return to 
full operation. Uncertainty in the availability of flights and 
shortages in supply will continue until one of the following 
scenarios occurs, several of which are highly unlikely:

—   A vaccine has been developed, optimistically around 
12-18 months away24

—   The unlikely scenario that Australia reaches ‘herd 
immunity’ (when enough people have been infected 
with the coronavirus to prevent it from easily 
spreading). Federal Health Minister Greg Hunt has 
rejected this idea, noting that this would require around 
15 million Australians to contract the disease, which 
would lead to a “catastrophic loss of human life”25

—   A variation of this strategy is where the economy is 
opened when a medical protocol is found to protect 
the most ‘at-risk’ people in society, which could mean 
a return to ‘normal’ in closer to 6 months

—   Near eradication of Covid-19 in Australia with borders 
opened on a limited basis with strict screening and 
quarantining of overseas arrivals

—   The unlikely scenario that the Government decides 
that the economy must be opened without the above 
factors being achieved.  

In the meantime, the Australian Government, 
like most governments around the world, faces 
some tough decisions on how to manage 
the existing challenge and recovery situation.

21 https://www.aurizon.com.au/investors/documents-and-webcasts

22  https://www.afr.com/companies/retail/coronavirus-fallout-hits-
australian-companies-20200210-p53zfc

23 https://minister.awe.gov.au/littleproud/media-releases/freight-access

24  https://www.newscientist.com/article/2237742-how-soon-will-we-
have-a-coronavirus-vaccine-the-race-against-covid-19/

25  https://www.health.gov.au/ministers/the-hon-greg-hunt-mp/media/

doorstop-interview-in-canberra-about-coronavirus-covid-19-0
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9COVID-19 and the Asia-Pacific region

What can Australia do to  
emerge in a strong position?
Australia can – and is – responding to existing and emerging challenges in 
various ways. This takes two major forms: firstly, building domestic capability 
to recover from COVID-19 and deal with future complexities; and at the same 
time, ensuring Australia remains engaged with the global system, albeit in 
some new ways.

In mid-March 2020, the Department of Industry, Science, 
Energy and Resources put out a tender request seeking 
local factories to manufacture medical equipment, 
accessories and supplies.26 In response, several Australian 
companies switched from business-as-usual manufacturing 
to produce essential supplies such as ventilators and 
surgical masks. This ability to pivot quickly and produce 
essential goods could signal the beginning of a shift in 
Australia’s approach to domestic manufacturing. 

Prime Minister Scott Morrison has set up and tasked the 
COVID-19 Coordination Commission to investigate how 
to best find solutions to the current challenges, and to 
consider longer-term economic and social recovery. This 
includes utilising both public and private sector expertise to 
find solutions, including manufacturing and supply of critical 
goods.27 Minister for Industry, Science and Technology 
Karen Andrews similarly emphasised the importance of 
ongoing sovereign manufacturing capability, noting that 
Australia needs to be well-positioned to manufacture what 
it needs, based on establishing the necessary supply 
chains.28

Several Australian Government departments, including 
the Department of Defence, have also developed strategic 
thinking around their industry requirements. In 2016, as part 
of the Defence White Paper, the Australian Government 
released its Defence Industry Policy Statement. This noted 
that certain capabilities are so important to Australian 
Defence missions that “they must be developed or 
supported by Australian industry because overseas sources 
do not provide the required security or assurances”.29

To increase Australia’s sovereign industrial capability, it 
was recognised by Defence that prioritisation of certain 
areas was needed. In 2018, the Defence Industrial 
Capability Plan was released.30 This has seen local industry 
supported through a broad range of measures, including 
grants of $50,000 to $1 million for up to half the cost of 
an approved project.31 This initiative may provide guidance 
for other departments, to work towards. It could be used 
as a template to roll out other strategically significant 
manufacturing capabilities.

At a state level, the importance of preparedness and 
flexibility has been recognised by the NSW Government. 
In response to COVID-19, it has set up a new disaster 
agency, Resilience NSW. Premier Gladys Berejiklian 
noted that this would allow the state to respond quickly 
to challenges such as “COVID-19” or “cybersecurity” 
or “a whole range of things we may not foreshadow”.32 

26  https://www.tenders.gov.au/Atm/ShowClosed/70c82ab8-bd76-4123-
aa62-2c6202d42f16?PreviewMode=False

27  https://www.pm.gov.au/media/national-covid-19-coordination-
commission

28  https://www.minister.industry.gov.au/ministers/karenandrews/
transcripts/interview-abc-rn-breakfast

29  https://www.defence.gov.au/SPI/Divisions/IndustryPolicy.asp

30 https://www.defence.gov.au/SPI/Industry/CapabilityPlan/

31  https://www.business.gov.au/Grants-and-Programs/Sovereign-
Industrial-Capability-Priority-Grants

32  https://www.theguardian.com/world/2020/apr/06/coronavirus-
australia-latest-6-april-at-a-glance

© 2020 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss 
entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. 

Liability limited by a scheme approved under Professional Standards Legislation.
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Local manufacturing boost
Morrison has spoken of the need for Australia to improve its “economic 
sovereignty”33 by exploring ways to bolster its manufacturing capabilities.  
The COVID-19 challenge has demonstrated Australia’s reliance on imports, 
and vulnerability in terms of domestic manufacturing, especially for essential 
medical goods such as PPE, pharmaceuticals, and medical technologies such 
as ventilators. 

The World Trade Organisation (WTO), in a recent 
COVID-19 related report, notes that the top 10 exporters 
of medical products account for almost three-quarters 
of world exports. China, Germany and the US export 
40 percent of personal protective products. This 
demonstrates how global medical-related supplies are 
dominated by a few key players.

The combination of challenged global supply chains and 
a lower Australian dollar provide an opportunity for an 
Australian manufacturing industry to re-emerge. However, 
that would not look like a reversion to the past. Rather, 
it would focus on manufacturing the efficient, high-tech 
goods that Australia needs to be self-sufficient in crises, 
such as essential PPE and medical technologies.34 We are 
already seeing a desire to rebuild with a renewed interest 
in economic self-sufficiency for certain goods, so that 
Australia will not be reliant on crucial imports if faced with 
a similar scenario into the future.

It is broadly recognised that Australia needs to reorient 
its manufacturing capabilities so it can quickly pivot to 
produce essential goods, and fill gaps that emerge under 
strained international supply chains.35 Andrews said that 
Australia has learned from COVID-19 “that there are some 
things that we have to be self-sufficient in” highlighting 
the importance of considering essential sovereign 
capability.36 The Federal Government is already moving to 
lock in this capability, ordering 145 million face masks from 
an Adelaide company. Premier of South Australia Steven 
Marshall said that they will continue to manufacture 
masks for Australia.37 

Switzerland offers a good example of domestic 
manufacturing of medical goods. It is the third largest 
exporter of medical supplies and equipment to the world, 
according to the WTO.38 There are many contributing factors 
to its success, namely Swiss MedTech – an initiative that 
aims to improve competitiveness and promote the export 
of medical technology to key world markets.39 It does this 
through promotional efforts, training and development, and 
support for innovative domestic companies. 

33  https://www.pm.gov.au/media/press-
conference-australian-parliament-house-6 

34  https://www.afr.com/policy/economy/
nev-power-s-plan-to-reboot-australian-
manufacturing-20200402-p54gf2

35  https://www.afr.com/policy/economy/
nev-power-s-plan-to-reboot-australian-
manufacturing-20200402-p54gf2

36  https://www.smh.com.au/business/
companies/coronavirus-poses-tough-
questions-for-local-manufacturers-
20200410-p54iuu.html

37  https://www.premier.sa.gov.au/news/
media-releases/news/sa-company-to-
make-life-saving-face-masks-in-the-fight-
against-covid-19

38  https://www.wto.org/english/news_e/
news20_e/rese_03apr20_e.htm

39  https://www.monterail.com/blog/
switzerland-medtech-hub
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11COVID-19 and the Asia-Pacific region

Infrastructure investment 
Investing in infrastructure is another 
important part of a new economic  
vision for Australia. 

How our schools, hospitals and logistics work so that they 
can be more agile and responsive to sudden changes is 
also important. There is also potential for investing in more 
‘on-shoring’ of services such as call centres.40 A post-
COVID-19 economy will also require investment in a range 
of education and training capabilities, to ensure Australia’s 
workforce can meet the demands of a different kind of global 
trade network. Reforms to the education sector are being 
made to see that graduate capabilities are aligned with both 
changes to domestic industry, as well as shifts in Australia’s 
international focus.41

Industry ‘Growth Centres’
Other potential growth opportunities are in the sectors 
outlined in the Australian Government’s Industry Growth 
Centres Initiative.42 This initiative aims to support sectors of 
strategic importance or competitive advantage with high 
growth potential.

The six Growth Centres are:

1     manufacturing

4
   medical technologies  

and pharmaceuticals

2   cyber security

5
   mining equipment, technology  

and services (METS)

3    food and agribusiness

6
     oil, gas and energy  

resources

This report has highlighted how manufacturing and medical 
technologies and pharmaceuticals are examples of growth 
sectors spurred on by Covid-19. It is likely that the challenge to 
Australia’s way of life that has been raised will provide impetus 
for growth in the other sectors. For example, the possibility of 
a cyber-security threat causing major damage to the Australian 
economy, and society more broadly, was noted by Shadow 
Assistant Minister for Cyber Security, Tim Watts, at an address 
to the CommsDay Summit 2020. Watts raised how COVID-19 
demonstrated that Australia’s vulnerability to an incident that 
could see the widespread proliferation of malware was not 
simply theoretical. He said, “…in an age of interconnected 
systems and just-in-time logistics networks, incidents of this 
kind can cause cascading failures.”43 

It is also possible that COVID-19 could see Australia’s oil, gas 
and energy resources and supply be re-examined, as if these 
supply chains are hindered, it would likely cause considerable 
disruption to the economy and way of life. Australia relies 
heavily on imported fuel, but does not have a strong track 
record of future-proofing in this regard. In 2018, concern was 
raised after it was revealed that Australia had just 20 days of 
petrol, 22 days of crude oil, 59 days of liquefied petroleum gas 
(LPG), 19 days of aviation fuel, and 21 days of diesel in reserve 
– clearly below international obligations to hold at least 90 
days of supply.44 To date, the Government has decided against 
increasing expenditure on infrastructure to increase storage 
capacity, citing costs in the billions, opting instead to sign 
the Australia-US Strategic Petroleum Reserve Arrangement 
which provides Australia with access to US reserves if needed. 
However, in a scenario where the US needed to use its own 
supplies, it is possible this agreement would not stand – as 
highlighted by some commentators in the wake of COVID-19.45

It is likely that COVID-19 will change scenario planning, and 
alter the risk appetite of the Government and Australians alike. 
This may lead to a desire for more resilient supply chains across 
these six growth areas. To achieve this, there will need to be 
a willingness from governments, the private sector, and the 
public to invest more in these areas and endure higher costs. 

40  https://ia.acs.org.au/article/2020/call-
centre-chaos-as-covid-19-spreads.html

41  https://ministers.dese.gov.au/tehan/higher-
education-relief-package

42  https://www.industry.gov.au/strategies-for-
the-future/industry-growth-centres

43  https://medium.com/@TimWatts_MP/
national-resilience-and-reconstruction-
after-the-pandemic-6655565152f6

44  https://www.abc.net.au/news/2018-05-09/
australias-liquid-fuel-stockpile-perilously-
low-energy-security/9742340

45  https://www.aspistrategist.org.au/
australia-needs-more-than-an-accounting-
trick-to-secure-its-fuel-reserve/. NB, this is 
a particularly complex issue as, for this to 
occur, tariffs and/or subsidies would likely 
be required, which would violate various 
free trade agreements. 
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Leading the way in  
sustainable recovery
To respond to the challenges of COVID-19 in the longer term, it is  
important to be mindful that this disruption is not a temporary glitch.  
COVID-19 is already causing, and will continue to cause, significant  
changes in how the international trade network functions.

It is not an understatement to say that COVID-19 will 
change the broader geopolitical context of the Asia-
Pacific region. Existing tendencies of scepticism towards 
globalisation, rising nationalism, populist leadership, and 
the erosion of global governance institutions are likely to 
be exacerbated. These factors will fundamentally impact 
how Australia moves forward. The fraught relationship 
between China and the US, and how countries in 
Asia balance their own interests in that scenario, will 
also reshape the regional operating environment in 
unpredictable ways. It is highly plausible that post-
COVID-19 Asia will be a very different place.

Australia should also take the opportunity offered by 
COVID-19’s disruption to consider how to build ecologically 
and socially responsible future-proofing solutions. The 
COVID-19 challenge has demonstrated that, when under 
pressure, all sides of the Australian political system, along 
with the business and other non-government and civil 
society actors, can work together to quickly and effectively 
implement policy measures. In future, other impediments 
to rapid and agile responses such as energy costs, 
industrial relations, and red tape around federal and state 
policy-making need to be removed in a similar way. 

The post-COVID-19 recovery will be difficult, however it 
also provides opportunities to develop new technologies 
that can generate new businesses, industries, jobs, and 
sustainable, low-carbon growth. For example, Australia’s 
comparative advantage in renewable energies provides 
an opportunity for the country to rebuild. Centre for Future 
Work Senior Economist Alison Pennington notes that 
Australia’s ranking of 93 out of 100 countries for export 
complexity (according to Harvard’s Atlas of Economic 
Complexity) means that even with higher labour costs, it 
is cost-effective for Australia to manufacture renewable 
energy products domestically.46

In addition, Australia could use the recovery to provide 
development support to its regional neighbours in need. 
Certainly, Australia is facing its own economic difficulties, 
but supporting neighbours is not only the right thing to 
do, it also makes sense. As this paper demonstrates, 
Australia’s economic and social wellbeing is critically 
intertwined with the wellbeing of the region. In addition 
to providing financial support, there may be opportunities 
to provide recovery focused capacity building. Australia 
could assist the region with the transparent sharing of 
information, including around Covid-19 statistics and 
testing capabilities. Australia could take a leadership role in 
driving positive action by global and regional organisations 
in supporting local responses. 

Finally, it is critical that this is not a ‘set and forget’ issue. 
Whichever policy options Australia adopts coming out of 
the COVID-19 challenge, given the speed of change in the 
industrial and strategic environment, Australia will need 
to ensure that its capabilities to survive and emerge from 
future challenges are revised every 2-3 years. Australia 
will need to ensure ongoing monitoring and evaluation 
of the local, regional and global environments, as well 
as capabilities and vulnerabilities. Most importantly, 
even as Australia develops its own domestic sovereign 
capabilities, it needs to remain an open, engaged, and 
internationally facing society and economy. As Andrews 
noted, Australia will never be able to do everything 
alone.  Australia would be poorer for confusing economic 
sovereignty with isolation. If COVID-19 has taught Australia 
anything, it is that isolation is at best a short-term solution.

46  https://thenewdaily.com.au/finance/finance-news/2020/04/12/
coronavirus-domestic-manufacturing/. See https://atlas.cid.harvard.
edu/countries/14 for country rankings.
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