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Project Outline

Will the next twenty years witness a transfer of power from the EAttantic

sphere of influence to the East Asian sphere?

Setting the Stage
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i Intentions
Potential GameéChangers
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Grand Strategic Assumptions

A Research Question: Out to 2030, what
strategies will China pursue to attain energy
security?

A Primary Assumptions:

I There Is an oigoing power shift from the Euro
Atlantic sphere to the East Asian sphere.

ihAf YR bl dadzNyf DFa | NJ
economic rise.

I In order to capitalize upon this shift China will
need to attain energy security.



Petro-Nationalism:
-Does it work?
-Does it pay?




Hoarding or Sharing

Geography and Oil Transportation
Access to Ol



Sovereign Wealth Funds

SWFs and Dirilling
SWFs and international financ

Estimated Assets (U.S. $ millions)

UAE

Norway
Singapore (GIC 1/)
Saudi Arabia
Kuwait

China

Singapore (Temasek Holdings 1/)

Libya
Algeria
Qatar

U.S. (Alaska)




China and East Asia today

A China expected to become the second
largest economy in the world by years end

Al KAY Ll A &latgésOtradn@a o
partner

A FTA created between China and ASEAN

A ASEAN increasingly concerned about
| KAYIl Qa SO2y2YAO Of 2 dzl

Al KAyl Qa SO2y2YyYeé aildArAtt SELRNI R
- Attempting to create a larger domestic
market
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2006- 2020

A Coal: 7,400%

A Copper: 600%

A Iron Ore: 380%
A Wood: 330%

A Soy: 80%

A Manganese: 30%

A Result: China will need access to overseas
markets in meet this demand



Figure 44. OECD Coal Consumption
by Region, 1980, 2006, 2015, and 2030
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Figure 46. Coal Consumption in China by Sector,
2006, 2015, and 2030
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Coal and China

A China is a neimporter of coal
ASAaNHzZLIOAY 3T [/ KAY Il Qa4 Oz
severe effects for its economy

A China may take aggressive measures to
guarantee its supply of coal

A China demand for coal may lead it to use
GKII NR LI2gSNE G2 asodz



Mike R. Middle East

Energy Projections to 2030



Energy Patterns to 2030

A Assumptions:

I Demand for Fossil Fuels (Oil, LNG, Coal) continues to rise
through 2030 (i.e. no substantial alt. energy
breakthrough).

I The increase in global energy demand over the next 20
years will be driven primarily by Asian, R@&CD countries
(China, India, ASEAN) and to a lesser extent, SK and Jape

I These nations will increasingly rely on energy imports to
meet growing demand.
i¢KS aARRES 9lad oAttt O2yiA
supplier of liquid fuels causing Asia to seek closer relation:
A highest proven reserves



Projecting Global Energy Consumptiol

A

Global consumption of energy will World Liquids Consumption
iIncrease by 44% from 85 million bpd i 2006 and 2030
2006 to 107 million bpd in 20360 2009

. . Africa .
!\IonOEC_D countries will see a 73% Non-OECD Europe and Euradfiil
Increase in energy consumption while Middle East |
OECD countries will only see a 15% cenialand seu (’j;“irs'fa-
iIncrease by 2030kia 2009 OECD Europe
China and India, which accounted for o
. 7 A , . North America
!VI n"‘r:"z‘ 2 -F U K S ﬂ.2 N‘I R Q 0.0 10.0 20.0 30.0 40.0
iIn 1990, saw their shares rise to 19% i Million Rarrele Per Dav
2006 and are pr(,)JeCt?d to accountvfor Figure 1.6 ® Change in primary oil demand by region and sector in the
H y,E"Z, 2 F U K S é 2 N\EIA BOQ Reference Scenario, 2007-2030
i . Chira H Trangport
In comparison, the US accounted for e NEpS—
. . Wicde Exl I=ABlry
21% of global energy consumption in oter s —

Lakin America

2006 and the percentage will fall to 17¢ e o

iIN 2030. eia 2009 e
Projected growth in Chinese energy s

demand through 2030 is highest in T

WO rld . * Includes residentlal, services, agricultere and other energy sectors.



IEA estimates China will account for 39% of
Increase in global consumption of energy
through to 2030. Oil demand will rise from
7.7 million bpd in 2008 to 16.3 million bpd
IN 2030.iea 2009

Chinese demand for natural gas will
iIncrease 5.2% annually through 2030,
rising from 2.6 trillion cubic ft in 2010 to
6.8 trillion cubic ft in 2030ka 2009

Global Industrial energy use will grow from
175 quadrillionbtu in 2006 to 245.6

guadrillionbtu in 2030. China alone
accounts for 35% of this increase .2oo9

To meet demand, China will increasingly
become import dependent.

Figure 10.6: China’s Oil Balance in the Reference Scenario
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World Energy Outlook

Net oil import dependence in main |mport|ng
countries/regions in the Reference Scenario
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Figure 10.2 # Primary natural gas demand by region in the Reference Scemano
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Middle East Energy Supply

A Global oil production will rise from 83.1 World Natural Gas Reserves by
mb/d in 2008 to 103nb/d in 2030. Most Region
of the projected increase comes from OF Europe
members who hold the bulk of proven oigEtEEIEIYEEE

NBE&aSNISaod ht 9/ Q{ N°”“Amir;f::
production increases from 44% to 52% | Africa —
2030. ieA 2009 pg. s6. MiddEI:rEa:isi T —
A Current global liquid reserves are 0.0 500.0 1,000.01,500.02,000.02,500.03,000.0
estimated to be about 1,342 billion barre Trillion Cubic Feet
with 56% located in the Middle East. 75%
2t UKS g2NI RQa Yyl World Proven Oil Reserves: 2009
the Middle East and Eurasia (Russia, Ira
and Qatar hold 57%ia 2009 Pg, 31 Eugz '-
A Only energy producers in the Middle Eas Eurasia jmmm

and Central Asia have enough capacity o ﬁffiCé B
YSSG / KAYF Qa Ay OND NG, —

North America I
Middle East I
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China and Saudi Arabia

A {FdzZRA ' N) oAl gAff NBYIAY (0KS g2NI RQa
producer of oil, boosting output from 9.2
mb/d in 2008 to 12mb/d in 2030.iea 2009 pg. ss.
A Saudi oil exports to China topped 1
million bpd in January 2010, surpassing
the US for the first time.

A Saudi Arabia accounts for 20.5% of__
China oil imports. B aoh




saudi Crude Exports to China and U.5.
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Chinese/Middle East Energy Deal

1997

1998

2001

2004

2004

2004

2004

2006

2007

2008

2008

2008

2009

2009

2009

2009

2009

2010

2010

Iraq

Egypt

Iran

Saudi Arabia

Egypt

Iran

Saudi Arabia (Fujian)

SaudiArabia (Hainan)
Iran

Qatar

Qatar

Iraq

Kuwait

Kuwait (Guangdong)

Saudi Arabia

Qatar
UAE/ADNOC
Qatar

Iraq

CNPC

CNPC

Sinopec

Sinopec
Petrochina

Sinopec

Sinopec

Government
CNOOC
Petrochina
CNOOC

CNPC

Sinopec

Sinopec

CNPC

CNOOC
CNPC
CNOOC/Petrochina

Petrochina

22 year productiorsharingagreement. $1.3 billion, suspended by Iraq War
Joint investmentgreement with 2 Egyptian companies

$150 million deal to design and build oil terminaN&tka modernize refineries at Rey and Tabris; CROS project

$ 300 milliongas exploration and production agreemest Saudi Aramco
Petroleuminvestment agreement

MOU topurchase 10 million tons LNG a year, over 25 years, for lead role in Yadavaran development; $2 billion contre
Istphase signed December 2007

$3.5 billion agreement to upgrade and triple capacity at Quanzhou refinery vjemtre with Saudi Aramco and
ExxonMobil

Agreement to setip 10 million cubigneter oil storage facility

Agreement on upstrearand downstream development of North Pars LNG field
25 year deal with Qatargas to import 3 million tons of LNG annually
Agreementto import 2 million tons of LNG per year

$3 billion, 22 year renegotiationf 1997 deal to develop ahdadfield in exchange for Iragiebt cancellation

$140 million contracto supply oil rigs to Kuwait Oil Company, Kuwait aiming to export 500,000 bpd to China by 2015

Constructionof $9 billion petrochemical and refining plant in Guangdong (joint with Kuwait Petroleum and Royal Dutch
Shell)

Contractsi 2 . Dt ! N} oAl 622Ayil GRaidGrazpladhd GNBQG)oF&hér géophyzivdl dathibidifzd 7
oilfield and Red Sea gas deposits

b mnn YAffA2y SELX 2N} A2y RSFf F2NJ vIidkND&E . f201 ./
$218 million contract tdaoji Oilfield, joint petrochemical projects
Agreemento boost 2008 deals so each company imports 5 million tons annually

20 year joint development agreemefur Halfaya oilfield with Total, Petronas, South Oil. CNPC will hold 37.5% stake.
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Kazakhstan (Central Astad}hina

Charles Coats



Chinese investment in Central Asic¢
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Chinese Bilateral Investment/Projects

ChinaKazakhstan KOil pipeline(AtasuAlashanko)  Awill complete in 2011
AGas pipeline ACompleted in 2009

AChina offers $10In loan Acor future oil supply

ChinaTurkmenistan AGas pipeline fSigned deals in 2006
KGas field near Amu Darya River

KGas well in théolatanregion

Source: East Asia Policy, @iHC 2009




Chinese ventures In Central Asia

A Chinese energy exploitation in Cen. Asia: Oil from Kazakhstan, Gas from several
states (Garrison 43, 2009)
i HHnXZnnn O6LIR 2F YITFlKadlyQa dG2dalFt 2Af SELXE
I Kazakhstan is a major oil nation, with more oil reserved(3Barrelsest) than the US and
half that of Russia
T Eazakhstan the only Cen. Asian nation that China can directly import energy from, bypassing
ussia

A Chinese ventures in Cen. Asia:

I KazakRkChina oil pipeline (finished Dec. 2009) (Garrison 47)

A Could increase Chinese imports from this country from their current 1% of total imports to around
15% in coming years

A Chinais currently outpaced by Western investors here, but has thetésngupper hand bi/c its
companies are stateun and so can afford risk

I Buying up Kazakh oil fields
A C_hinla recently bought compametrokaz giving it a controlling stake in several oil fields along the new
pipeline
I 2006 gas delivery agreement with Uzbekistan

A Turkmenistan agreed to deliver 0. Cm/yr in gas to China, with a pipeline between the two nations
set to open in 2009 (p. 50)

A By 2012, China could import @. Cm/yr fromCenasia(51)
i Around $700 million in exploration and rehabilitation investments in Uzbekistan

SourceWS |y ! @ DFNNRAA2Y S a/ K o0 Yc dl@iba abdNEe [Eriergypaqiaton A Y
in Asia: the Determinants of Policy Choi@xulder and London: First Forum Press, a division of Lynne
Rienner Publishers, Inc., 2009.



Major natural gas pipelines in the
Caspian Region

N

Major natural gasexport pipeline

Gas pipeline planned or under
construction
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The AtastAlashankou pipeline

A Direct oil supply lines lead to increasing opportunities for producer
YR O2yadzYSNJ 42 AYyFtdzSyOS 2y S
(Shaffer 2009, 49).

A TheAtasuAlashankowpipeline is one of these direct links, which
oelLl aasSa UKS AyidaQf YI NJ S o{ KI

A In 2006, a new pipeline running from the Kazakftobefields to
the Chinese border town &lashankowvas opened, which would
delivered a small 2.2 million tons of crude to China in 2006 (ICG
2007, 10)

I 625 mi. long, cost of $800 million for China
I 70 mil. b/yr, max output possibly 140 in the future

I 50/50 joint venture between CNPC (China) &agManaiGaz
(Kazakhstan)

I CNPC also major investor in Kazakh olilfieldnkol
Sourcesl.. NBY Rl { KI F¥FS NE EnergykPdliticsPYiiladelphidSUnikeysisy &fX = ¢

Pennsylvania Press, 20009. i
HP a/ SYG Nt | dnfeindidnal SnsiS GiELEVIay2B0Y | & = €



Reasons and Likely Impact of Chines
Strategy In Central Asia

A Reasoning:
i Majority of Chinese oil imports still come from the ME, but over the last decade the percentage of Russian
and Central Asian oil and gas imports have increased while the percentage of ME imports have decreased
(Shaffer 146, 2009)
i/ Syd aArl Qa 22 2F g2NIR -Boy SNHE LINRPRdAzOGA2Y jdzA (S &
A .dziz o0kO 2F (GKS NBIA2YyQa LINRBEAYAGE (G2 [/ KAYLE FYR [ KAYL (
routes, this 2% could be vital to its loteyrm energy security (Garrison 41, 2009)
i Reasons for A pipeline (Shaffer 50):
A Kazakhstag seeks to lessen reliance on Russian pipelines, wants to balance Russia with China in their neighborhood
A Chinag wants to expand access to energy routes that are not reliant on international shippidarsesa(51).

A Strategies China has employed:
A DSYSNIt AYyFNI aGNHZOGdzINE RS@St2LIYSyid dzaSR (2 WagSSaSy i

recently
A Uses the Security Org. SCO as a conduit for making energy deals with the Cen. Asians (Garri§on 54) 3
A 9YLKFaAl Sa agaAYAfIINRGE 2F AyiuSNBadGaed okg OKAYIl |yR (K¢

A Problems with exploitation:
i al@2N) LR2LJzZ FdA2y YR AYRddzZAUONRFIE OSYiuSNBR | NB 2y |/
T Russia as an obstacle for closer ties with Cen. Asia

{ 2dzNDOSaAY M WSIyYy | @ DI NNA &2y 3-c aChitabanadtive EdekgBEqabs in AsialiteYS A
Determinants of Policy Choi&gulder and London: First Forum Press, a division of Lynne Rienner Publishers, Inc., 2009.
H® . NBYRI { KI F7T &NEhergy PHlitcRhilad¥lphia: KJAiwérsity of Remrsylvania Press, 2009.
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Main Export and Import Partners
(2008)

Kazakhstan — Export Partners Kazakhstan — Import Partners

B China
13.5%

B Russia
12.0%

Germany Ukraine
10.6% 4.5%

Turkey
4.1%

B [tal
Lllcmine/ él;:{ .
5.4% M Romania B China

6.6% 24.3%

B Germany
6.0%




ToTo  PoTeToTo T Do Do o I

ToToToToPoTe  ToToTe DoToToTe  DoToTo o lee I

sSources

International Energy Agendy,K A y I Q& 2 2NI RgA RS yRaa® Fiancd ENPWDIi¥afddd 2000{ S O dzNA ( &
EricaS.Downd, KA Y I Q& v dzSa (i RAr@entAin FodeyShidta NoSic drringtan: RAND, 2000.

WSFYy 1 & DIENNAR&2YS 4/ KO o X oEka and h&Enérgy Bduafiéh indAyia: theSDétériihaits df Boficy Guitdem and London: First Forum Press, a
division of Lynn&iennerPublishers, Inc., 2009.

. NBYRI { KIT7TSNEy SHaergyPolitics?Mladelphia:yUhiersity af ®ennsylvania Press, 2009.

ThrassN.Marketos/ KAy F Q4 9y SNH& DS2LREAGAOAY (KS { KIRSHEHdgedonténh@argSNihalBarids/ LotdorBndyNav Wobtedgey, | y R/
2009.

XingGuangchen &/ K® oY [/ KAyl Qa C2NBAIYy t 2f Al@gvolded. FHinkidg Strategichlly: thé Majot RoEets, Kaddkhstan and theFQeRral Asiag 6 S NJ
NexusCambridge, MA: The MIT Press, 2003.

6/ SY (NIt ! &A neraatiohal &isiEGroumsia R4partNe. 133, 24 May 2007,

dwdzaaAl Q& 902y 2YAO I yR { SRuEh dndlyticaligesti, 25209h 201G A. G K/ Sy ANF £ 1 AAL Zé
LIHakYin and WANGhengx@ &/ KAyl Q& ! RZI y O BagtdgidiPolic0y, 2, OD¢cRomR: BI3.! a A X ¢

{GSLKSY . flyl=Z a4/ KAyl Q& 9Y S NaEesiomn MyhSaNdbinaBi&Esdas), 6 A (K / SYdNI £ | aAl Té

RausharNurshayevaand ShamiZhumato® &/ KAyl . 22&Ga 9y SR&tersi@BeS200% A K / Sy G NI L arl sé

NikolaKrasteZ &/ Sy G NI £ ! ALY {GNI LIISR F2N 9y SNHRadivwEéeFdapBPR{pr2004, KAyl FyR LYRAF [221 F2NJ !
aAOKFSt wAOKINR&Z2Y I &/ KA WipeligSalildza Hy dz5 B0 ninyiZGiKS ol GdftsS 27 W

Stratfor, 14 Dec. 200¢,

Economist & . dzNJY Ay 3 -RNB/IREA I & RMHIALFG nin @I

NYTimesit ALISE AYyS t2fAGA0axé wmn 580 wnnog:


http://www.crisisgroup.org/library/documents/asia/central_asia/133_central_asia_s_energy_risks.pdf
http://www.res.ethz.ch/
http://www.jamestown.org/programs/chinabrief/single/?tx_ttnews[tt_news]=31886&tx_ttnews[backPid]=196&no_cache=1
http://www.reuters.com/article/idUSTRE5BB0PP20091212
http://www.rferl.org/content/article/1052427.html
http://www.thenational.ae/apps/pbcs.dll/article?AID=/20091229/OPINION/712289948/1080
http://www.stratfor.com/memberships/150567/analysis/20091214_china_kazakhstan_turkmenistan_strategic_pipeline?ip_auth_redirect=1
http://www.economist.com/world/asia/displaystory.cfm?story_id=15065905
http://www.nytimes.com/2009/12/15/world/asia/15pipeline.html?_r=1&ref=world

A

A

A

| KAYIQa tI 0K
Realism and Institutionalism

China as a Realist Actor China as an Institutional Actor

As economic growth continues to A As economic growth continues to
AYONEBLlIasS a2 gAftft | KREIONS B NBe giS SR K
China will remain reliant on its SLOCS tOA - china will remain reliant on its SLOCs to

transport Its energy resources. transport its energy resources.

I Projected pipelines will not satisfy i Projected pipelines will not satisfy

this demand. this demand.

The need for energy security will push _ _ _ _
_ A A This environment will push China to
China to become a revisionist naval

_ ) cooperatively engage with its neighbors
power across S.E. Asia and the Indian

in order to attain enerqgy security.
Ocean (10). 9y y



Realist and Institutionalist Overlap
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Outline

A Key Assumptions
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Communication (SLOCs)

A Force Requirements for SLOC Defense

A Tracking the Dragon

A Net Assessment & Implications for U.S. Policy

A Sources



Key Assumptions

A As economic growth continues to

AYONBLF&aS a2 oAt

A China will remain reliant on its SLOCY B Consumption M Production

to transport its energy resources.

I Projected pipelines will not

satisfy this demand.

f Millions: of barrals par day

A The need for energy security will

push China to become a revisionist
naval power across S.E. Asia and the

Indian Ocean (10).

CHINESE CRUDE OIL CONSUMPTION AND PRODUCTION »)@
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EndPoint Distance from
Zhanjiang(km)

A For the PLAN, SLOC protection is
OdzZNNEBy Gt & &0 NERYEE e e

A Will China build the air and naval [EERGLE s
Myanmar

platforms needed to project Hambantota Sri

power across the Straits of Lanka

Gwadar Pakistan

Gulf of Oman
A If this holds true how do we Gulf of Aden

Malacca and into the 10?

distinguish SLOC protection from

MMeasurement s were attained

other naval missions? _
using Google Earth .



| KAYl Qa

Image taken fromw S L2 NI (2 / 2y 3INBLaay a
of China 20090ffice of the Secretary of Defense), Figur® / K

Lanes, 4.

/| NRAGAOI f



