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Concerns with Respect to
China’s Energy Policy

THE TREMENDOUS INCREASE IN Chinas appetite for energy, and the
response to this by regional powers, is changing the dynamics of interna-
tional politics. Over the past two decades, the growth in China’s demand for
natural resources has been dramatic. Twenty years ago China was East Asia’s
largest oil exporter; now it is the world’s second largest oil importer. Accord-
ing to various estimates, in the last two years the increase in Chinas energy
demand has made up anywhere from 20-40 percent of worldwide growth.
China’s expanding portion of the worldwide demand for energy and other
natural resources helps to explain China’s booming presence on the interna-
tional stage. China’s share of worldwide aluminum, nickel, and iron ore con-
sumption, which are now each approximately 20 percent, doubled from 1990
to 2000 and will probably double again by the decade’s end.’

As China scours the globe for energy resources, it has become a new
player in some important regions. It receives between 40 and 45 percent of its
energy imports from the Middle East, 11 percent from Iran alone. More than
30 percent of its oil now comes from Africa. President Hu Jintao and Premier
Wen Jiabao have worked hard to secure and protect China’s far-flung invest-
ments. Through high-level diplomacy, economic aid, and military relations,
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Chinese leaders have increased Beijing’s influence in oil-producing states.
As a latecomer to the world energy consumption game, Beijing has entered
markets forbidden to Americans. Some of these relationships have strength-
ened the hand of dangerous regimes looking for an alternative to the United
States: for example, China’s presence in Latin American resource markets has
allowed Hugo Chavez to boast that no longer will the United States be the
dominant consumer of Venezuelan oil; now, “[Venezuela is] free and place(s]
this oil at the disposal of the great Chinese fatherland.”

Washington is concerned that China is underwriting dangerous and
repressive dictatorships from Khartoum to Tehran. Its response, within the
framework of a diplomacy that encourages China to become a “responsi-
ble stakeholder” in international affairs, is to persuade China to embrace the
international energy market rather than “lock-up” upstream resources. The
United States is also trying to convince China that supporting dictators in
oil-producing states is not conducive to the long-term stability of the inter-
national system and does not even enhance Beijing’s own oil supply security.

As Chinese energy investments expand around the globe, Chinese strat-
egists and officials are debating options for securing China’s oil supply. This
debate is unfolding in the context of Beijing’s larger debate regarding Chi-
na’s strategic direction. To be sure, the Chinese energy debate has produced
some policies consistent with evolving international norms. For example,
Beijing is constructing a Strategic Petroleum Reserve, participating in the
spot oil market, and making efforts to increase energy efficiency at home
and therefore decrease demand. Still, some major elements of China’s energy
security policy remain attempts to “lock-up” energy supplies at the source,
develop strategic relationships with oil producers, and develop the military
capability to deter hostile supply disruptions.? The policy is informed by sus-
picion of the United States and regionally powerful nations including Japan
and India, as well as by the economic nationalist impulse that China should
have as much control as possible over its own strategic resources.

Beijing perceives the United States to be opposed to key Chinese strate-
gic objectives. China sees Washington as standing in the way of unification
with Taiwan and suspects that the United States has a longer-term objective
of containing China’s rise. This perception reinforces a widespread Chinese
belief that the United States “controls” the oil market and will manipulate it to
China’s detriment. Moreover, many in Beijing believe that the United States
will use its dominance at sea to interrupt fuel supplies should China behave
in a manner that displeases Washington. These views about American policy
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help to explain why China has not moved more toward the “liberal” end of
the economic policy spectrum.+

Washington’s response, as articulated by former deputy secretary of state
Robert Zoellick, has been to convince China of the mutual benefits of sus-
taining the international energy system. Responding to Beijing’s announce-
ment of a peaceful rise (now called “peaceful development”) strategy, Zoellick
laid out what Washington believes a peaceful rise would look like. China, he
said, benefits from the international system that America created and guar-
antees.’ The system is characterized by an expansion of free and open trade,
the promotion of human rights and democracy, efforts to counter prolifera-
tion, a well-functioning energy market, transparency in military affairs, and
attempts to resolve disputes peacefully. China joined and benefited from the
international system and is now being asked to help strengthen it. Today the
system is under threat from jihadi terrorists, state sponsors of terrorism seek-
ing to acquire nuclear weapons, and genocidal dictators. China is being asked
to help thwart those threats and define its national interests more broadly.

A China that rejects the main characteristics of the international system
and attempts to rewrite the rules will be viewed as a noncooperative rising
power, one that challenges the guarantors of the system. Those guarantors
will in turn more aggressively contain that rise. A China that helps sustain
the system, instead of challenging it, will be accepted as a great power.

China’s foreign policy is largely driven by its energy policy. Increasingly,
Beijing’s approach undermines the international system Zoellick described.
China’ oil diplomacy has provided cover to Iran as the United States and
European Union work to thwart Tehran’s nuclear ambitions. China’s energy
policy has protected Sudan and Burma from tough international sanctions,
and China is providing African dictators with a shield against international
pressure to reform.

In addition, current Chinese energy moves fuel tension with Wash-
ington’s key Asian ally, Japan, and are causing consternation within India.
China’s actions have also reinforced economic nationalist impulses in both
Japan and India, sucking them into an energy competition in countries such
as Burma.*

Looming over the horizon is China’s debate over military options to
secure its energy supply. China has become more open about the People
Liberation Army’s (PLA) role in “safeguarding China’s economic develop-
ment” Indeed, China’s 2006 defense white paper notes that “China’s national
defense provides the guarantee for maintaining China’s security and unity,
and realizing the goal of building a moderately prosperous society in an all-
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round way. To build a powerful and fortified national defense is a strategic
task of China’s modernization drive”” Chinese military officers talk about
developing a blue water navy.® The ambition is real, but the future character-
istics and capabilities of China’s military are unknown. A China developing
greater power projection capabilities would significantly alter the geopoliti-
cal landscape for an America used to dominating the sea.

If the Chinese perception of energy security as a zero-sum game per-
sists alongside suspicion of U.S. strategic intentions, Sino-U.S. relations will
become more competitive. If China continues to grow richer and stronger,
Beijing will develop capabilities to defend its oil supply, just as other rising
powers have done. While such a development need not inevitably lead to
conflict with the United States, barring changes in China’s national aspira-
tions, Washington is likely to view greater Chinese power projection capabil-
ity as threatening.

The United States is engaging China in countless attempts to cooperate
on energy security in such areas as clean coal and the U.S.-China Oil and
Gas Industry Forum. But these initiatives seem to be having a limited impact
on China’s strategic perceptions. Such efforts should continue, but Wash-
ington should be humble about its ability to change China’s policy. As long
as China vies for preeminence in Asia, it will view Washington as a threat
standing in the way of that ambition. Beijing’s strategies will be conceived
with an “America threat” in mind. Because energy policy is closely tied to
foreign policy, China will only change its approach to energy security if it
accepts the current system of international politics.

Beijing’s Perceptions

China’s concern over energy security has become significantly more pal-
pable since it became a net oil importer in 1993. But fears of containment
accelerated since the United States launched the war on terror. For many
Chinese strategists, the United States is boxing China in along its periphery,
with a presence in Central Asia; partnerships with India, Pakistan, Japan,
Korea, and Australia; and increased engagement with Vietnam and the Phil-
ippines. America’s objective is said by some to be to prevent “China’ influ-
ence from rising in the region.”

Washington’s deployments and increased presence in Central and South
Asia and in the Middle East have fueled the Chinese perception of a contain-
ment strategy that includes impeding Chinese access to oil. Although Beijing
had initially supported U.S. operations in the region, China became increas-
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ingly suspicious of the American presence once the United States began to
encourage Central Asian states to undertake political reform and the color
revolutions unfolded.” The turbulence that China assumes will accompany
political reform in Central Asia is perceived in Beijing to place its resource
suppliers at risk and threaten Chinese Communist Party regime stability.

An overwhelming reliance on Middle Eastern suppliers has compounded
Chinese anxiety over energy security. In particular, American naval control
of regional sea lines of communication, through which most of Beijing’s
crude passes, is seen as a troubling vulnerability." The fact that over 8o per-
cent of the People’s Republic of China’s (PRC) oil imports pass through the
Strait of Malacca in particular has caused some alarm in the Chinese media,
who refer to it as the “Malacca dilemma”* Zhao Nianyu of the state coun-
cil-run Shanghai Institute for International Studies pointed to the Regional
Military Security Initiative (RMSI)—a collective security exercise to protect
the sea lanes that was proposed in 2004—as a first step by the U.S. military
to “garrison the Strait” under the “guise of counterterrorist measures It
should be noted that the RMSI was mischaracterized by the media and soon
scrapped as sovereignty-sensitive Indonesia and Malaysia quickly stepped
up antipiracy measures such as patrols and aerial surveillance.

Chinese responses to an increased sense of vulnerability, as James Hol-
mes and Toshi Yoshihara have documented, have included an important
debate about the necessity of sea control for a nation reliant upon foreign
commerce. Officers writing in Chinese military journals speak in Maha-
nian terms: “[he] who controls the seas controls the world;™+ “the command
of communications on the sea . . . is vital for the future and destiny of the
nation;” “it is extremely risky for a major power such as China to become
overly dependent on foreign import without adequate protection” Some
Chinese scholars, such as Zhang Wenmu of the Center for Strategic Stud-
ies at Beijing University of Aeronautics & Astronautics, also advocate naval
expansion. Zhang has bluntly stated that “[China] must build up our navy as
quickly as possible” to prepare for “sea battle”—the way in which many sea-
faring nations have previously resolved economic disputes.”

In some quarters of the PLA, even Taiwan is viewed in geostrategic terms
because its acquisition would ease China’s breakout to the open ocean. For
General Wen Zongren of the PLA Academy of Sciences, regaining control
of Taiwan would be “of far reaching significance to breaking international
forces’ blockade against China’s maritime security. . . . Only when we break
this blockade shall we be able to talk about Chinass rise. . . . China must pass
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through oceans and go out of the oceans in its future development:
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The Chinese view of Washington as an obstacle to its rise reinforces mer-
cantilist inclinations. Why would America not use its dominance to starve
China of its economic lifeline if Washington objected to China’s behavior?
America controls the sea lane and the shipping chokepoints. From Beijing’s
perspective, the oil weapon is a potent one in America’s arsenal.

America’s oil weapon would be especially threatening if China thought
its actions would provoke a response, for example in a Taiwan, South China
Sea, or Japan contingency. A China that believes Washington is intent on
containment will inevitably view its energy supply lines as insecure. Given
the salience of these perceptions of geopolitics, China’s energy policy is trou-
bling but not altogether surprising.

China’s Energy Policy and the Rogues

To circumvent America’s perceived “control” of the energy market, Bei-
jing is pursuing relationships with oil producers isolated by Washington.
China views oil diplomacy, particularly the formation of special relation-
ships with oil producers, as an important element of its energy security strat-
egy. Sudan, Iran, and Burma are cases in point.

Sudan

China has been Sudan’s biggest investor in its growing energy sector, giv-
ing Khartoum the means to expand its military. Sudan is the largest source
of oil production by Chinese national oil companies and is Beijing’s seventh
largest supplier of crude imports at 133,000 barrels per day (bpd).” China
is Sudan’s largest trading partner, purchasing roughly two-thirds of Sudan’s
exports and providing some 20 percent of its imports. Over the past decade,
Beijing has also been the chief supplier of weapons, military supplies, and
weapons technology to the Khartoum regime, despite the 2005 UN arms
embargo on the government.*

China has consistently protected Khartoum from serious diplomatic
sanctions, even going so far as to threaten vetoes when UN efforts seem to
squeeze Khartoum too tightly.* Beijing succeeded in watering down Security
Council Resolution 1556, which imposed an arms embargo on nongovern-
mental combatants in Darfur and required Khartoum to allow humani-
tarian assistance into Darfur and disarm the Janjaweed militia.>* In 2006,
during debate on UNSCR 1672, China impeded efforts to sanction Sudanese
government officials charged with war crimes, reducing from seventeen to
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four the list of individuals subject to Security Council travel bans and finan-
cial sanctions.

Although China has eased its obstructionism slightly in response to
international pressure, it is unwilling to risk its oil investments by impos-
ing serious costs on Khartoum. While Hu Jintao made a well publicized trip
to Khartoum in February 2007 to urge its compliance with international
demands, he also announced new economic agreements, including $104
million to write off Sudanese debt and $17 million to provide an interest-free
loan for infrastructure projects, including a new presidential palace.”

Iran

Iran is China’s third-largest supplier of crude oil at 287,000 bpd in 2005,
and China became Iran’s largest oil export market in 2004. Since 2002 Iran
has supplied China with more than 15 percent of its annual oil imports (a
narrow second to Saudi Arabia).>* Bilateral trade totaled $10.09 billion in
2005, more than four times the amount of trade five years earlier ($2.49 bil-
lion in 2000).>

During the past few years, as the United States and European Union were
trying to isolate Tehran in an effort to gain compliance with nonproliferation
commitments, China signed several major energy deals. In February 2006
China signed a $33 million three-year contract with Iran to repair and main-
tain the Alborz semisubmersible drilling rig in the Caspian Sea.** In Octo-
ber 2004 Sinopec signed a $100 billion deal to import 250-270 million tons
of liquefied natural gas from Iran’s South Pars oil field over twenty-five years.
The deal also provides China with 150,000 barrels of crude oil per day for the
twenty-five-year period from the Yadavaran oil field and a 50 percent stake
in Yadavaran’s estimated 17 billion barrel reserve.”

In March 2004 Zhuhai Zhenrong Corporation, a state-owned Chinese
oil trading company, signed a $20 billion, twenty-five-year deal to import
110 million tons of liquefied natural gas from Iran. At the same time, Beijing
signed a seven-year deal worth $121 million when the Chinese state-owned
oil company Sinopec purchased the Iranian subsidiary of Sheer Energy, a
Canadian firm, and received a 49 percent stake in the Masjed-I-Suleiman
oil field.* To consummate these deals, Chinese foreign minister Li Zhaoxing
made several trips to Tehran, promising diplomatic support in Iran’s show-
down with the West.

Moreover, along with Russia, China has been key in promoting Iranian
participation in the Shanghai Cooperation Organization (SCO). President
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Mahmoud Ahmadinejad was given great moral support when he addressed
the SCO in Shanghai, where he called upon the SCO to “prevent threats and
interventions by bullying powers,* and the Chinese publicly rebuked the
United States for calling Iran a terror-sponsoring nation. While China plays
a careful game—it will not jeopardize stable relations with the United States,
which explains its UN Security Council vote to sanction Iran in 2006—it
still allows Iran to believe that it has a powerful protector. After voting to
sanction Iran, China quickly made clear that the vote would not jeopardize
good bilateral relations.

Failure to bring collective will to bear against Iran strengthens Tehran’s
defiance of the international community, and leads to greater instability.
While Washington is trying to convince Beijing that both have an interest in
pressuring Iran to abandon its nuclear weapons program, China will not risk
its energy investments.

Burma

China pursues a similar “energy security for protection” trade-off with
Burma. China sees Burma as its outlet to the Indian Ocean and has invested
in highways and oil and gas pipelines that would link it southwest to Burma’s
coast. China’s relationship with Burma has three main military components:
provision of military technology to the State Law and Order Restoration
Council (SLORC), the building of various military facilities, and the con-
struction of intelligence collection installations.*> Weapons provided to the
junta, such as communication gear, armored personnel carriers, and rocket-
propelled grenades, helped the SLORC turn the tide against antijunta insur-
gents. Conventional Chinese weaponry is reportedly deployed along the
Indian and Thai border for possible use by the Chinese in various contingen-
cies, thereby pushing China’s strategic perimeter out into Southeast Asia and
closer to the Indian Ocean.”

Many observers, in India especially, believe that the grand prize in Chi-
na’s relationship with Burma has been the construction of ports and bases
along the Indian Ocean coast, including a major base at Haingyi Island. The
fact that this base can port ships larger than anything in the Burmese fleet
has not gone unnoticed in India.** Chinese intelligence facilities on the Great
Coco Island near the Nicobar and Andaman islands provide Beijing with
the ability to monitor naval and air movements across a large expanse of the
Indian Ocean. While the extent of Chinese influence over port construction



426 DAN BLUMENTHAL

and intelligence facilities has been disputed, there is little doubt that China
seeks to maximize its access to maritime facilities along the Indian Ocean.?

Burma is an important component of China’s pipeline strategy as well.
In 2005 China provided Burma with nearly $300 million in financial assis-
tance and trade deals, certainly key to securing Burma’s support for a five-
hundred-mile pipeline linked to Yunnan to transport offshore natural gas
that PetroChina will extract from Burma. Beijing hopes this gas pipeline will
pave the way for an oil pipeline with a terminal on the Arakan coast that
would lead back along the same route to Yunnan.* A number of Chinese
and Western observers believe these pipelines would help China bypass the
Strait of Malacca and its security risks (e.g., blockades, piracy, terrorism).

To be sure, it can be argued that the proposed pipelines would do lit-
tle to enhance Chinese oil security. The planned Burma line can only carry
200,000 bpd of crude while China’s annual oil import demand grows by
more than 200,000 bpd each year, meaning that the pipeline’s already small
relative contribution to import security would quickly be erased by demand
growth. Moreover, the per barrel cost of pumping oil through Burma to Yun-
nan and then refining it and transporting it to market will likely be several
times the cost of carrying it through Malacca on a supertanker to Eastern
China’s large demand centers. These costs would be even higher for a pipe-
line from Gwadar, Pakistan, to Xinjiang province in Western China.

Nevertheless, it is clear that China views Burma as a strategic asset of
some significance. In return for some degree of economic, resource, and per-
haps even security cooperation, China has protected Burma from UN sanc-
tions and U.S. pressure. It has also created a “race to the bottom” dynamic
with Japan and India. In the case of Japan, Tokyo announced an aid cut-
off after the Burmese junta massacred dissidents in May 2003. However, by
October 2003, Japan had resumed aid to nongovernmental organizations and
many other development projects. According to some reports, Japan's deci-
sion to resume aid was influenced by China’s deal to assist the Burmese gov-
ernment with the development of the Irrawaddy River. Japanese government
officials “are in favor of providing more aid to the military regime in order
to offset China’s increasing influence”” The Japanese government’s posture
toward Burma was “due in part to apparent concern about China replacing
Japan as a likely source of economic assistance to, and political influence on,
Burma.* Then in 2006, despite strong pressure from the West, Japan defied
international expectations and voted against a 2006 UN Security Coun-
cil (UNSC) resolution condemning human rights abuses in Burma, lead-
ing some commentators to ponder whether Tokyo's action was motivated by
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Beijing’s growing influence.” These concerns are well founded, given Tokyo’s
expressed desire to place human rights and democracy at the forefront of its
foreign policy.

Observers of the India-Burma relationship have also noted an Indian
response to a perceived increase in Chinese influence in Burma. Despite
India’s rhetorical commitment to democracy promotion, it sent a $40 mil-
lion aid package and consummated a large natural gas deal in 2006 just as
the UNSC was addressing the issue of Burma, leaving one analyst to con-
clude, “India has also recently moved to offer substantial international, polit-
ical and economic support for Myanmar in what is quite clearly a concerted
policy by India to counter Chinese commercial and military influence in
Myanmar® Indian security officials believe that India is “10 years behind”
China in a competition for influence in Burma, and must catch up.*

All three countries view Burma as being geopolitically important. Tokyo
and Delhi have undermined their own stated desires to incorporate human
rights into their foreign policy in response to Beijing’s increased activity in
the country after the 2003 massacre.*

India and Japan must be held accountable for these irresponsible actions.
However, from a U.S. perspective, one of the most promising developments
in Asia has been Tokyo's and Delhi’s attempts to reshape their foreign policies
toward the provision of collective rather than simply national goods. Chi-
na’s actions have reinforced less altruistic elements of Japanese and Indian
foreign policy.

Increased Presence in Central Asia

Beijing’s perception that it is vulnerable to naval blockade has made
land-based energy supply routes more attractive. After first deciding that an
oil pipeline from Kazakhstan was uneconomical, China changed course in
2003 and signed the deal for $3-3.5 billion. In July 2006, the pipeline began
to transport oil, some 200,000 barrels daily, from Atasu in northern Kazakh-
stan to Xinjiang Uyghur Autonomous Region.* Beijing has not surprisingly
taken a strong interest in Central Asian politics and has tried to strengthen
the SCO. Chinese analysts talk of using the SCO to turn the old Central
Asian Silk Road into an “energy road”** China and Russia together secured
an SCO statement calling for a timeline for the American military departure
from Central Asia in 2005.

Beijing similarly took advantage of Uzbekistan’s souring on its relation-
ship with the United States after the Andijon massacre of 2005 to provide
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moral support to Uzbek president Islam Karimov, receiving him in Beijing
with a twenty-one-gun salute not two weeks after the crackdown.®

China’s interest in piping energy from Central Asia and its concomitant
need to increase its influence in that region pose challenges to American
policy. First, as in the Middle East and Africa, Western goals of democrati-
zation are frustrated by a new China card in the hands of regional dictators.
Projecting into the future, it is very likely that China will want to protect
its land-based energy investments. China is already forming two powerful
armor-heavy mechanized corps modeled after the 1980s Soviet Operational
Maneuver Groups for land-based threats.** In the future China will have
more ability to contest, and perhaps even to restrict, American freedom of
action in Central Asia, a development that will conflict with U.S. goals in the
war on terror.

The View from Tokyo and Delhi

Already suspicious of China’s long-term intentions, India views China as
a competitor for global energy resources. Prime Minister Manmohan Singh
articulated India’s angst in a speech in New Delhi in 2005: “China is ahead
of us in planning for its energy security—India can no longer be so com-
placent”# Both countries are scouring the globe for oil and gas deals and
have invested heavily in Iran. Indian Oil and Gas minister Shankar Aiyar has
advocated more collaboration, and some have talked about extending the
proposed Iran-Pakistan-India pipeline to China. But many Indian strate-
gists view this proposal with skepticism, especially in light of an Indian view
that China is a competitor for regional influence.

China’s energy policy in Burma and along the Indian Ocean exacer-
bates Indian concerns. India views Chinese construction of roads and water-
ways, ports and intelligence posts along the Indian Ocean as an attempt to
eventually contest the Indian Ocean.* Indian naval planners in particular
worry about Chinese forays into the Indian Ocean and expect that as China’s
energy insecurities grow, the Chinese navy will accelerate attempts to project
power.¥ Indian Army Officers see China as a land power, increasingly able
to project power across the Eurasian landmass after investing heavily in road
and rail networks.*® The need to secure pipelines would undoubtedly accel-
erate this trend.

Indians remain suspicious of China’s intentions regarding the Spratly
and Paracel islands as well. Indian security officials similarly warn that they
will not “cede” Iran—a country that Delhi believes is of vital strategic impor-
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tance—to China.* Delhi is trying to foster cooperation with China on energy
matters while keeping options open for more intensified competition. India’s
concern over a future in which China increases its influence in Central Asia
explains its observership in the SCO, but it is concerned that a diluted Amer-
ican presence in that region will result in another portion of its backyard
dominated by China.®

Tokyo, which used to be the dominant Asian player in energy markets,
has been shocked by Chinas growing oil needs. Japans view of Chinese
energy policies is shaped by its perception that a stronger China is asserting
itself regionally and globally to Tokyo's detriment. In particular, Japan views
the dispute over territorial demarcation and oil and gas resources in the East
China Sea as part of a more aggressive Chinese posture. Japan has responded
assertively as well, chasing away a Chinese nuclear submarine that intruded
into Japanese waters in 2004. In 2005 relations deteriorated when China and
Japan accused one another of beginning to extract resources in contested
regions of the East China Sea.” China sent a small fleet led by Sovremennyy-
class destroyers in a show of force around the gas field, and a Chinese ship
reportedly trained its guns on a Japanese P-3C patrol craft. Japan declared
for the first time in its 2004 defense white paper that Chinese naval power
should be a cause of concern for all of Asia. The prospect of two Asian pow-
ers using military force to emphasize or settle competing claims for oil and
gas is unsettling. The United States has significant treaty obligations to
Japan, meaning that risk of conflict with Japan is a risk of conflict with the
United States.

Japan is alarmed by the rate of China’s energy consumption growth and
a perceived mercantilist tilt in China’s energy policy.® This Japanese percep-
tion has prompted Japanese national security policymakers to take a tougher
line with China and upgrade the alliance with the United States. Japanese
energy policy is likewise responding: following a two-decade period of liber-
alization, Japan’s latest energy strategy has a more nationalist cast, with calls
for government intervention to compete on an equal footing with China for
international resources.>* To be sure, Japan is also taking measures to reduce
demand and proposing multilateral cooperation, but a view insisting that
energy is a strategic resource, and that Japan will need to compete for it with
China, has grown prominent of late in Tokyo. Tokyo's and Beijing’s recent
competition for Russian energy supplies from East Siberia and Sakhalin is a
case in point.

An energy policy that fuels great power competition threatens the secu-
rity of Asia. Given Japanese and Indian angst over Beijing’s energy strategy,
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it is incumbent upon the United States to maintain its predominance in Asia
through robust economic and military presence. The appearance of Ameri-
can withdrawal or inattention would create a vacuum to be filled by intensi-
fied security competition among the three major powers, two of whom have
nuclear weapons.

Unfortunately as Beijing works to secure its energy supply it has also
developed anti-access/area denial capabilities that have the potential to
restrict American freedom of access to the Asian rim lands and the con-
tinent, and therefore call into question Washington’s staying power as the
regional hegemon. This, in turn, further fuels Japanese and Indian worries
that they may have to face a dominant China alone, prompting less than
optimal energy policies.

Speculating about China’s Future Energy Security Strategy

The speculation game is a perilous one, but given China’s importance it
is necessary to engage in it. China is a dynamic country with a highly skilled
population. As its economy continues to grow, so too does its defense indus-
trial and technological base, as well as the capabilities of its military person-
nel. The PRC has developed its military in ways not predicted by analysts less
than a decade ago. No longer can China watchers say that “the PRC’s armed
forces are not very good and not getting better fast”>> Most national security
analysts now believe that China can pose serious challenges to an American
military trying to come to the defense of Taiwan or other allies in the region.
In the past decade a very small arsenal of ballistic missiles has grown into an
arsenal of some nine hundred more accurate and lethal ballistic and cruise
missiles. A decade ago China had just a few modern Kilo-class diesel subma-
rines; today China has Kilos, Songs, and Yuans as well as two nuclear subma-
rine programs. A decade ago, China’s fleet of fourth-generation aircraft was
minimal, today it is significant: an increasing percentage incorporate fourth-
generation technology.® China has made additional strides in mine warfare
and information warfare, and is contesting the United States in space. China
has also grown bolder in using its military capabilities as evidenced by its
activity in and around the East China Sea. A decade ago few if any analysts
predicted that China would provoke Japan in this way.

There is no reason to believe that China will stop improving its military
capabilities. Its defense industrial base is improving, it has money to spend on
military projects, and it has the ambitions of a country anxious to retake its
place in the sun. The ongoing energy debate will obviously influence the PLAs
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course. If China continues to tend toward the energy-mercantilist side of the
energy policy spectrum, as compared to relying solely on the open market,
then the PLA will increase in importance to Beijing’s energy strategy.

A continued Chinese perception that the United States remains commit-
ted to preventing it from taking Taiwan by force, controlling the energy mar-
ket, and preventing its rise as a great power, will reinforce impulses to control
energy supply lines. Moreover, as China increases its overseas investment in
energy, it will feel more exposed to a spectrum of threats and will want to
provide security for those investments. Finally, the “Mahanian” impulse is
strong in rising powers. The idea that a great power must be able to protect
its own seaborne trade is the norm—practiced in the past by a rising Great
Britain, a rising America, a rising Germany, and by a rising Japan.

There are some positive indicators that China’s energy security strategy
may not be the cause of a more conflictual relationship with its neighbors
or with the United States. Washington is deeply engaged in a cooperative
energy policy with China, including over twenty ongoing official coopera-
tive energy initiates, which may push the Chinese energy debate to the more
economically liberal side of the energy spectrum.” In addition to bilateral
cooperative programs, Washington is promoting China’s entry into multi-
lateral energy forums and greater engagement with the IEA. The purpose of
this engagement policy is to encourage China to embrace the energy market
and the international mechanisms of energy security.* China’s own energy
insecurities may be a motivation to seek more independence by investing in
renewable energy sources and becoming more energy efficient. These devel-
opments would be welcome.

But there are reasons to be skeptical of optimistic scenarios. Unless
China radically changes its national objectives, it will continue to antici-
pate an American response to actions Washington deems threatening. One
response, in Beijing’s view, is a disruption of energy supply. So long as Wash-
ington has the means to “control” Beijing’s energy supply, China will seek
ways to access and secure energy for itself.

Even more discouragingly, great powers often decide that to be consid-
ered truly great they must be capable of securing their own trade. In the early
part of the twentieth century—an earlier example of economic globaliza-
tion—Norman Angell suggested that Imperial Germany should rely on the
collective good provided by the Royal Navy and continue to prosper from it.
The Kaiser did not accept his advice, challenged the Royal Navy, and the rest
is unfortunate history.
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We can and should offer up more opportunities for cooperation with
China on energy security. But we should also be humble. A real embrace of
the current energy system will only materialize if China undergoes a pro-
found strategic reorientation. China’s current energy insecurity is a product
of its fears over possible American reactions to a range of future Chinese
actions. Washington thus infers that China holds out the possibility of tak-
ing actions that may provoke an American response. In turn, China’s energy
security policy seeks ways to circumvent American responses to Sino—Amer-
ican conflict. A change in Beijing’s energy security policy—a true embrace
of the market, an acceptance of the international system of energy security,
a reneging of its support for dangerous regimes, a decision to forego blue
water capabilities—may be a key indicator of China’s peaceful intentions.
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