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The need for massive amounts of energy supplies, raw materials,
among other natural resources in part drives Beijing’s defence, energy,
and foreign policies. The dynamic economic growth rates experienced
over the past twenty years, coupled with increased manufacturing lev-
els, rising exports of low-cost goods, rapid urbanisation, and higher de-
mands for air and land travel and transportation, among other things,
are increasing China’s appetite for crude oil, natural gas, timber, and
other critical minerals. This article tackles the issue of how such de-
mands shapes China and how the international community responds.
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Introduction

The need for massive amounts of energy supplies, raw materials, and
other natural resources is, in part, driving Beijing’s defence, energy,
and foreign policies. The dynamic economic growth rates experienced
over the past twenty years, coupled with increased manufacturing lev-
els, rising exports of low-cost goods, rapid urbanisation, and higher
demands for air travel and land transport, among many other things,
are increasing China’s appetite for crude oil, natural gas, timber, and
critical minerals.1 To give an idea of China’s accelerated economic dy-
namism, one has to look at exports. China’s exports increased from
US$184 billion in 1998 to US$1.2 trillion in 2007. As a result, China’s
trade surplus increased from US$44 billion in 1998 to US$262 billion
in 2007, leading to increasing pressure on China from both the United
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States and the European Union to upwardly revalue its currency, the
Yuan.?

Over the past two decades, the Chinese economy has grown at an
annual rate of around 10%, a pace that stands out in 2012 especially
as the global economy continues to suffer from a financial meltdown
(2008+). However, experts note that there are three major problems
that could derail China from its impressive track record of consistent
economic throughput: 1. a property bubble burst, 2. unbalanced rebal-
ancing, and 3. rising political unrest3 Even under temporary duress,
China’s hunger for aluminium, cement, copper, and steel have caused
its gas and oil consumption to surge. Such accelerated use of resources
turned it into the world’s second-largest oil importer after the US.4

The most traded commodity in the world is oil since oil, and its de-
rivatives, literally make the world move. It is used in transportation ve-
hicles and to propel factory machinerys In the absence of sustainable
alternative energy sources, oil will remain the substrate of choice in
global production. Moreover, aspirations to attain Western lifestyles
are fuelling an unprecedented competition for gas, forest products,
minerals, oil, and water as rapidly growing nations like Brazil, Chile,
India, Russia, Turkey, and Vietnam pursue comfort, prosperity, and
economic security for more and more of their people.® Energy is the
essence of modern civilization; and as societies and economies around
the globe grow, so does their energy consumption.

As the international community witnesses the growth of China (and
India), it is pertinent to ask whether there is enough recoverable oil
to see emerging market powers join the highest circles of global gov-
ernance? Resource experts claim that the world already hit peak oil.”
As demand meets supplies resulting in higher oil prices it becomes
evident to energy analysts that the output of conventional petroleum
will peak at about 95 million barrels per day in 2012. It will then begin
an irreversible decline that could trigger a bitter competition for the
remaining oil. In short, global reserves of crude oil are dwindling as
demand rises.

In recognition of the much-heralded resource depletions and talk
about climate change, China has set out to replace some of the coal,
gas, and oil it consumes with alternative energies such as geothermal,
nuclear, solar, and wind while addressing shortcomings that have in-
terfered with a more successful expansion of renewable energy.® In the
meantime, while Beijing continues to purchase oil from traditional
oil-producing countries, it also seeks greater direct control and man-
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agement over sources abroad. This has resulted in China’s engagement
with a variety of unstable and often dictatorial states in Africa, Central
Asia, South America, and Southeast Asia. This situation is mirrored in
China’s other resource demands; it requires minerals, copper, iron ore,
gold, and silver, as well as natural resources like timber and rubber.°

Zweig and Jianhai note that China has been courting resource-rich
states through

building goodwill by strengthening bilateral trade relations,
awarding aids, forgiving national debt, and helping build
roads, bridges, stadiums, and harbours. In return, China has
won access to key resources, from gold in Bolivia, coal in the
Philippines, oil in Ecuador and natural gas in Australia.”

Furthermore, as China enters Africa and consolidates its position as
a major oil player oon the continent, it gains leverage to prevent—or
at least limit—others from entering upstream operations. Additionally,
there are the long lead times required for funding and developing oil in
territories that remain unclaimed or areas too logistically complicated
to propose a profitable business endeavour.”

Tellingly, China’s search for energy and resources is devoid of moral
considerations. Given that sought-after energy supplies and natural re-
sources are often found in states with weak governance and oppressive
leaders, Beijing has reached agreements with governments that have
little or no respect for international norms of conduct. Such business
methods places China at odds with US and European foreign affairs
because it undermines long-stipulated objectives in sensitive regions
such as isolating obstreperous and undisciplined governments or pun-
ishing them for neglecting human rights, seeking wMp proliferation,
hosting religious radicals and terrorists, incompliance with interna-
tional law, and failing to promote democratic reforms.”

Due to China’s ascendancy, the international political system is
shifting for the second time since the Cold War ended.? Europe and
the US are closely following Beijing’s assertiveness and newfound con-
fidence in foreign affairs. They are also trying to bring China, other
major emerging economies, and the developing world under a collab-
orative framework to address climate change, international terrorism,
and resource depletions. The latter is particularly critical given that
developing countries will generate nearly 80% of the growth in world
energy demand by 2020, with the Middle East representing 10% and
China representing approximately 30%, according to global consulting
firms’ forecasts.™
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This work is based on answering the question of how China searches
for resources globally and contributes to an increasing body of work
on China’s demand for resources. The work is broken into four sub-
stantive subsections dealing with: economic, environmental, geopolit-
ical, and strategic aspects of China’s resource demands. This is closely
followed through the development of reflections which offer analyses
to make better sense of the impact such behaviour stemming from Bei-
jing is having on international political life in general terms.

Economic Dimensions

The first twelve years of the twenty-first century saw the rapid eco-
nomic growth and increased consumption of energy, among other
resources, by hyper-growth countries such as China, Brazil and India.
This was quickly reflected in demand jumps, and with them, price
hikes, for key resources. The hydrocarbons sector is indicative; be-
tween 2004 and 2012, supply could not keep up with demand, which
led to market fluctuations and the formation of new price floors and
ceilings.” The rapidly rising costs of energy and resources may be hurt-
ing oil-importing countries, but it is helping oil-exporting states to fill
up their national coffers. China, now the second largest economy in
the world, has—through its annual importation of energy and resourc-
es from developing countries—assists these states offset the increased
costs of non-oil goods that are heavily reliant on gas and oil for their
production and transport. Additionally, the oil-producing states, espe-
cially large producers such as Angola and Nigeria, increase their fiscal
revenues as oil prices rise. Over the years, these countries have accu-
mulated significant foreign exchange reserves that regrettably have
been mostly used to the personal advantage of the ruling elite.’

In China, for now, this rapid economic growth and sharp consump-
tion of resources is driven by export-oriented manufacturing of low-
cost goods to the West. The contribution of domestic consumption
and services is comparatively lower. For instance, consumption ac-
counts for 42% of China’s Gpr; compared to 68% for the US, 64% for
India, 58% for the EU, and 55% for Japan. One could say that Beijing has
implemented a resource-mobilisation model of growth instead of a
consumption-led approach. This is changing however. Officials in Bei-
jing have begun to recognise that overreliance on exporting to high-in-
come countries may come with a series of hidden risks. But change
is difficult, especially for a country guided through one-party rule. In
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this spirit, Das, former Chief Executive Officer of Procter and Gamble
in India, notes that ‘Beijing remains highly suspicious of fast-talking
capitalists and entrepreneurs. Also, only about 10% of the credit goes
to the private sector in China, even though the private sector employs
40% of Chinese workforce.””

In terms of economic benchmarking, copper is closely watched by
analysts and traders. It is called “Dr. Copper” because it is a proven
bellwether for the overall health of the global economy. Copper is
used in many industries, so strong demand for the metal often indi-
cates that the overall economy is in the process of expansion. By mid-
2012, copper prices had more than doubled after a three-year upswing,
which saw it go from US$1.50 per pound in January 2009 to US$3.60 in
2012.® This was largely driven by the belief that China, the world’s larg-
est copper user, has an insatiable hunger for the metal.® China’s annual
copper consumption hovers at roughly 7-8 million tonnes.>® Recent-
ly, rising commodity prices can be partly explained by companies and
individuals hoarding commodities of all types—from cooking oil and
cotton to copper—betting that prices will increase. However, experts
agree that successive rounds of interest-rate increases and moves to
mitigate speculation will have a negative impact of commodities and
other critical markets in the short run. On the whole, China’s long
term demand for commodities remains robust because of the econo-
my’s size and rapid growth.*

If copper wires the Chinese economy then oil is the economic lu-
bricant that keeps the manufacturing and industrial sectors going at
full speed. Beijing is becoming increasingly dependent on domestic
and foreign oil, especially from Africa, Central Asia, and the Middle
East. This creates interstate competitions, and with it, the threat of in-
vestment protectionism. The control of natural resources by sovereign
wealth funds and state-owned investors is a primary concern. Many
resource-rich countries are becoming increasingly anxious about Chi-
na’s thirst for direct and unimpeded control of natural resources, par-
ticularly gas, minerals, timber, and oil. As developed and developing
countries face increases in the deployment of foreign direct invest-
ments from China—most of these occur in the natural gas, mining,
and oil industries—a growing tendency to more closely examine deals
is under way. In fact, transactions that involve government-controlled
entities, oil-for-infrastructure deals, and natural resources are subject-
ed to intense scrutiny.®* A study by the Council on Foreign Relations
(cFR) notes that in the recent past at least eleven powerful economies,
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which together constituted 40% of all foreign direct investment in
2000, have cleared new laws that would restrict certain types of foreign
investment or expand government oversight.

One of the oil business’ major points of attractiveness is its high-
ly inelastic demand; that is, an increase in the price does not greatly
decrease the demand for oil in the short run. This being the case, if
oil companies can maintain a higher price for oil, they will not lose
sales volumes and will reap high profits. This is why many states in
the Middle East maintain amicable relations with both China and
the US. For example, the US’s oil import bill accounts for over two-
fifths of the total US trade deficit. Another source of US trade deficit
is the protectionist and mercantilist trade policies of its major trading
partners, especially China. China accounted for about one-quarter of
global growth between 2000 and 20710, stepping out beyond the US for
the top spot as trade-maker.* This evolving oil competition is because
the Chinese Communist Party’s legitimacy and power, as well as the
stability of the whole country, depends heavily on Beijing’s ability to
ensure sustained economic growth above 8%, generate employment
for thousands of young people joining the labour force, and to provide
rising living standards for its citizenry. While senior government offi-
cials are busy handling international affairs they must also pay atten-
tion to their evolving domestic dynamics that could very easily derail
economic, military, and political plans.

China, as well as Europe and North America, have a healthy appetite
for natural gas. This gas is considered a relatively benign fossil fuel.
Peru has several trillion cubic feet of natural gas in its remote South
Eastern jungles. Developing this resource is good for the world’s ener-
gy security, air quality, and the Peruvian economy. China is fully aware
that exploiting its natural gas reserves could transform Peru from a net
importer of energy into a net exporter and Peru is cognizant that this
transition can translate into boosting growth, job creation, and fiscal
revenues.® A shift from oil to gas may lower energy prices. In gener-
al terms, when energy costs fall it brings food prices crashing down
as well because the cost of producing foods are now closely tied to
the price of crude oil and natural gas, given that petrochemicals are
so widely and heavily utilised in the cultivation of cereals and grains.>®
This is important owing to the rising demand for food in China. The
Earth Policy Institute estimates that if China keeps on growing at a
baseline level of 8% annually, by 2030 the per capita income of 1.5 bil-
lion Chinese will be the same as the US in the mid 2000s.
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There have been attempts to stymie China’s growth. With the help
of its European allies, the US has stepped up pressure on China to re-
valuate its currency. This is easier said than done for Beijing. If the
Chinese Communist Party (ccp) allows the Yuan to appreciate rap-
idly—not only to please critics but also to reduce inflation—it will
generate a plunge of exports as these will become more expensive in
foreign markets and less competitive. As a result unemployment will
rise. Moreover, if inflation keeps climbing and dissatisfaction rises,
mass unrest will likely follow. Evidently, China embraces free and open
trade expansion because it is cognizant that if a country wants to be a
world power, it has no choice but abide to the World Trade Organisa-
tion (wto). To this effect, China’s growing commitment to economic
liberalisation has increased foreign investment and trade, as well as
global commercial etiquette and trade rules.

The problems of China are not limited to the economic realm. There
are also environmental, legal, and social conflicts. For instance, Nobre-
ga notes that ‘between 1992 and 2005, 20 million farmers were evict-
ed from agriculture due to land acquisition, and from 1996 to 2005,
more than 21% of arable land in China has been put to non-agricultural
use.”® In environmental terms, China is now home to a large number
of polluted cities. The following section examines these issues.

Environmental Dimension

From the 1800s to the 2000s, the world witnessed exponential mone-
tary growth, economic development, expansion of trade, urbanisation,
a sustained boom in residential and commercial construction, an ex-
plosion of manufacturing and industries, and the irresponsible use of
the world’s limited energy sources. But, one may ask, why? Well, the
answer is why not. During this timeframe, all the coal, gas, and oil to
fuel the monetary-market economic model seemed relatively harm-
less, extremely cheap, and seemingly inexhaustible. Indeed, it was this
paradigm that permitted acceleration of energy usage and our inability
to stop consuming it, to the point that some Western countries are
now termed ‘oil addicts.* Regrettably, this carries a collective burden:
environmental problems. Some suggest that one can manage risk only
when it can be measured—this is China’s dilemma with carbon dioxide.
It is an invisible, odourless, tasteless gas that is known to cause global
warming. But today it does not appear to significantly hurt anyone in
China, so the perception is that managing this gas (and other pollut-
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ants) is not only costly but also with negligible economic payoffs.

A World Bank study estimates that pollution costs China between
8% and 12% of its annual GpP because of increased medical bills, lost
work due to illness, damage to fish and crops, and money spent on dis-
aster relief.3° Similarly, China’s National Bureau of Statistics estimates
that the health problems, environmental degradation, and lost work-
days from pollution cost China anywhere from 4% to 9% of its total
economic output.? It is often said that China has an edge related to
the amount of pollution produced without regulation in comparison
to industries in the US that face the highest compliance costs. Com-
panies such as Dow Chemical and US Steel spend about 3% of their
revenues on environmental-related expenses. In comparison, Chinese
competitors such as Sinopec and Bao Steel spend only about a tenth as
much. Unfortunately, this polluting largesse comes at a steep price to
Chinese citizens. China is now home to 16 of the world’s 20 most pol-
luted cities. In fact, of China’s almost 100 cities with over one million
people each, 66% fail to meet World Health Organisation air quality
standards.* Ultimately, it comes full circle: whatever China’s pollu-
tion-based competitiveness and environmental cost advantages are at
the individual enterprise level, they are likely being offset by aggregate
social costs (i.e. healthcare).

In terms of energy utilisation for food production, it takes 35 calories
of fossil fuel to make one calorie of beef in confinement and 68 calories
of fossil fuels to make a calorie of pork.» China, with 1.3 billion people,
is adopting a richer meat-based diet that will need to be supplemented
from abroad. If this is indeed the case, the intensification of livestock
production systems will demand more energy and resources that are
already dwindling. No wonder people ask: will it be food or fuel? To
avoid reaching a carbon dioxide level of 560 parts per million, world
leaders will require a massive global energy project aimed at conser-
vation, emission mitigation, and oil substitution. This initiative will
have to leave room for developed countries to grow using fewer fossil
fuels, and for countries like Brazil, China, and India to progress under
a progressive pollution cutback programme, until they fully climb out
of poverty and are able to become more energy efficient* These are
ambitious ideas that merit consideration given dwindling resources.

Sceptics are asking how to verify the claim that the international
community reached peak oil. The answer to this question rests on
several indicators. First, many of the significant gas and oil fields that
have supplied global demands previously are experiencing diminished
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outputs. For example, Burgan in Kuwait, Cantarell in Mexico, Ghawar
in Saudi Arabia, and Samotlor in Russia are either in steep decline or
about to become so. Second, while in recent years major oil produc-
ers have been spending more resources to discover new gas and oil
reserves, they are finding less. In fact, the last decade in which new
discoveries exceeded the rate of extraction from existing fields was the
1980s. In the past 25 years, only two major gas and oil fields have been
discovered: the Kashagan field in Kazakhstan’s sector of the Caspian
Sea and the Tupi field some 150 miles off the coast of Rio de Janeiro,
Brazil » The solution to declining oil supplies will revolve around some
combination of renewable, eco-friendly, domestically-produced ener-
gy supplies, including bio-fuels, geothermal, solar, ocean waves, and
wind energy generation.

To be sure, 2.5 out of 7 billion people currently depend on wood
and other biomass fuels that cause further deforestation and air pol-
lution. As an energy source, coal replaced wood because—pound for
pound—it contains twice as much energy as wood does. In the 1850s
crude oil emerged as an alternative source and this was burned in the
form of kerosene to light lamps in households and streets. Today, for
many countries the preferred energy sources are natural gas and meth-
ane, which burns cleanly and with the added advantage of low emis-
sions of carbon dioxide and even lower emissions of other noxious pol-
lutants. Regrettably, it has not been widely adopted because most gas
supplies lie disparate from consumers, so transportation costs are high.
However, industrial engineers and energy experts have considered and
proposed importing natural gas from distant suppliers by transporting
it, in liquefied form, by sea in ships fitted with high-pressure contain-
ers. The only problem with this proposal is that special terminals need
to be designed, built, and equipped to receive liquefied gas which adds
another layer of upfront costs that disincentives investment in infra-
structure projects of this magnitude’

China, Europe, and the US should embrace the challenge of devel-
oping—as much as possible—green economies as decidedly, and with
the same creativity, dedication, entrepreneurship, investment, and in-
telligence that they once committed to accelerating economic growth.
Comparatively speaking, this is a minor challenge compared to the
major global crises the international community faced and learned
to overcome over the last 500 years. In fact, such large-scale projects
should proceed as public-private partnerships enjoying strong govern-
ment and corporate commitments, with engineering, industrial, and

48



university leadership across many countries and an internationally
binding climate change mitigation framework designed to engage in
sustainable and sustained economic growth.”” Commentators have
also pointed to China’s evolving water crisis. In other parts of the
world this is nothing new. Finnegan, reporting from Cochabamba, Bo-
livia, notes that ‘the world is running out of fresh water, at a time when
demand is rapidly increasing [...] with protestors fighting the water
privatisation that has taken place.s

In terms of international climate negotiations, some observers note
that if China is pushed too hard some of its poorest yet populous prov-
inces—with low per capita emissions and relatively high levels of en-
ergy inefficiency—may ask to start negotiating for themselves with in-
tergovernmental organisations to receive more favourable terms and
lenient treatment than Beijing would impose on them.® The success
of Suntech Power Holding, China’s leading manufacturer of modern
silicon solar panels, has opened the eyes of many ccp officials that now
see this subsector as a profitable industry that could be successfully
developed. And if it is successful, increasing supplies and investments
in research and development will bring the price down so far that busi-
nesses and households would be able to afford solar cells to reduce
coal-burning and greenhouse gas emissions.

Environmental concerns are overshadowed by China’s emergence as
both a military and economic rival (to the US, and European states to a
lesser degree)—heralding a profound shift in the distribution of global
power. As China’s power spikes, two outcomes are likely to occur in in-
ternational politics: states will begin to view China as a security threat,
and China will use its growing influence to reshape the rules and in-
stitutions of the international system to better serve its interests. The
following section examines this eventuality.

Geopolitical Dimension

Between 1970 and 1990, a small group of countries that produced and
exported oil managed to seize control over the international gas and
oil system. These countries managed to restrict supply in order to reap
the benefits of much higher prices. The US, in large part motivated by
concerns about control of gas and oil reserves in the Middle East, en-
gaged in the Gulf War in 1991, its invasion of Iraq in 2003, and the sub-
sequent occupation of Iraqi territories. At present, the overriding US
fear—exacerbated by the media—is that Beijing’s discourse of peaceful
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development in the region may be a ruse to deceive Asian leaders and
the international community about China’s long-term aims, including
the eclipsing of the US in East Asia and the challenging of its global
hegemony. State power is based on sustained economic growth and
officials in Beijing are well aware that no major emerging economy can
do this without securing energy supplies and integrating into the glo-
balised capitalist system.+

A number of commentators theorise that Beijing may be “lying low”
until it is ready to comprehensively challenge the US in Asia and else-
where. However, China’s push into Africa, Central and Southeast Asia,
and Latin America in search of energy supplies, raw materials, and
natural resources seems to suggest that the long-expected global con-
test for the world’s remaining oil has already begun.# In recognition of
its energy and market development needs, Beijing has influenced its
southern neighbours to keep their eye on the ball of regional econom-
ic integration, and it has generally succeeded in overcoming ASEAN’s
recurrent historical suspicions because renewed regional vitality offers
protection from the insalubrious effects of globalisation. Cambodia,
for example, is pivotal to China’s strategies to project greater influence
in Southeast Asia, buffer longstanding rivals, and potentially tame US
hegemony.+

In 2000, Beijing established the China-Africa Cooperation Forum
(CACF) to incentivise commerce, promote trade, and foster invest-
ments with African nations. Unintentionally, however, China’s ener-
gy and resource needs can have deleterious impacts on some African
states. It is now well documented that increasing dependence upon
natural resource exports greatly increases the risk of conflict.® This is
particularly worrisome in places where the cost of a typical civil war is
US$so0 billion.* Additionally, unrestricted access to resource rents has
significantly worsened governance on the African continent.® China’s
rapprochement with Iran and Sudan (considered rogue states by Eu-
rope and the US), and its reinforced ties with Venezuela may be a sign
of things to come. South of China, Australia has been a beneficiary of
Beijing’s appetite for coal, gas, iron-ore, and oil, and it has begun to
explore the prospects of establishing a number of preferential trade
agreements with China as well as ASEAN.

After the ussr collapsed and produced an independent Russia and
five independent states around the Caspian basin—and after about a
decade in making the transition to capitalism—Russia has become a
key player in world gas and oil markets. With Moscow, Beijing is seek-
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ing a relatively stable relationship impinged in strategic collaboration
and pragmatic utilitarianism as both countries depend on gas and oil
to sustain economic growth.+

Also, China and India maintain ongoing talks on energy cooperation,
the success of which would greatly ease competitive frictions between
the two as their economies grow and expand, and as the demand for
gas and oil increases.#” Additionally, both countries have initiated ef-
forts to resolve tense border claims that led to war in 1962, as well as
evolving dialogues on broad topics such as climate change, water scar-
city, terrorism, globalisation, radicalism, wmD nonproliferation, and
the reform of the UN.

Importantly, world leaders need to consider how the magnitude of
China’s energy and resource needs affects the international oil market.
As India and Brazil start to establish themselves more solidly in for-
eign markets, along with China’s ever-rising demands, this could affect
global prices and supplies universally. China, Europe, and the US share
interests in stable oil prices, safe and protected shipping routes, and a
secure international environment that fosters investments and capital
flows, all of which can help sustain their economic prosperity and that
of the rest of the world. All large oil consumers, traditional powers (e.g.
the EU and the US) or emerging (e.g. Brazil, China, and India) share
an interest in an open energy market without artificial restrictions
on supplies. If such a market were achieved, Brazil, China, and India
would be less tempted to secure supply sources through costly bilateral
deals.#®

Finally, China remains heavily dependent on international sea lanes
to bring oil from Africa and the Middle East, and worries about strate-
gic vulnerabilities. The following section looks at the strategic dimen-
sion.

Strategic Dimension

Throughout history countries have sought to gain control of energy
supplies, raw materials, and natural resources, and to manage the use
of these for their economic, military, political, and social benefits. Few
would disagree that oil and geopolitics are tightly connected. It is no
secret that the global politics of energy is shaping economic and diplo-
matic intercourses around the world. In relation to Asia, a Report for
the US Congress notes that the thirst for gas and oil is sending China
and India in an all-out search for energy sources to the point that these
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states are appearing in parts of the world where they have not been
seen before.# China’s relatively unscathed position after the world fi-
nancial crash of 2008-2010 have given them a clear and unambiguous
opportunity to strengthen its strategic advantages as the US and EU
struggle to recover from recession. In terms of natural resource ac-
quisitions, Beijing is currently in a position to financially assist other
states through key tactical investments or direct monetary transfers.
These are primarily states suffering from balance-of-payment deficits
at a time when the West cannot come through as it has done in the
past.° For example, Beijing has undertaken numerous negotiations in
Central Asia for a multibillion-dollar (usp) pipeline to transport Caspi-
an Sea oil to China’s mainland.

Indeed, as China continues to enjoy a US$3.0 trillion portfolio of
foreign exchange reserves, it is expected to continue making tacti-
cal overtures and strategic investments through its sovereign wealth
funds and state-owned financial institutions. Considering China’s
hunger for gas, oil, coal, and other natural resources, these emerge as
likely candidates of interest. Lanteigne notes that what separates Chi-
na from other states, and indeed previous global powers, is that not
only is it “growing up” within a milieu of international institutions far
more developed than ever before, but more importantly, it is doing so
while making active use of these institutions to promote the country’s
development of global power status.>* Also, Beijing has been using its
soft power in its Asian neighbourhood without raising hegemonic sus-
picions.s

China’s economic diplomacy has successfully outflanked the US;
China’s Asian neighbours understand China as an engine of growth
and while many of them may be concerned about China’s military am-
bitions they have also pegged their own economic development to Bei-
jing’s.® Through economic diplomacy, China has markedly improved
its relations with Australia, one of Washington’s most faithful allies in
the Asia Pacific region. To be sure, China’s regional integration in Asia
will make it easier for the ccp to leverage economic power in support
of geostrategic ambitions that could pose a threat to US and European
interests in the future. Beijing’s participation in a number of regional
bodies has paid handsomely in terms of acceptance, prestige, and im-
age-building. It is now easier to perceive that prosperity-driven cosmo-
politanism is superseding the biased attitude of one-party ideologues
who distrust regional organisations as tools to constrain China’s power
and influence* However, despite successful rapprochements, uncer-
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tainties about available supplies and increased demand from emerging
countries such as Brazil, China, and India have resuscitated fears about
energy security.

Although a number of commentators welcome China’s economic
growth and international assertiveness, a good number of diplomats
and government officials feel negatively about the prospect of Beijing
significantly increasing its military (army and navy) power. Again, it is
important to underscore that China’s dependence on foreign oil—es-
pecially from Africa and the Middle East—will make it more concerned
and engaged with the sea lanes used by its gas and oil tankers, such
as routes in the Indian Ocean, the Strait of Malacca, and the Taiwan
Strait. Chinese officials believe that China could face an energy and
economic crisis if its gas and oil supply lines are blocked. For some
time now it has been rumoured that China is building up its navy to
protect its commercial ships and oil tankers, and oversees shipping
lines. Its newly-devised naval strategy consists of defensive and offen-
sive approaches. Furthermore, Beijing is forging a number of strategic
relationships along the sea lanes from the Middle East to the South
China Sea so that it can protect its commercial and energy interests.
For instance, it has closely liaised with Pakistan on infrastructural pro-
jects; with Myanmar for establishing radar systems and building air-
strips; and with Bangladesh for naval facilities. Clearly, Beijing wishes
to build its own capacity to secure critically important sea lanes, but
it also seeks to continue to cooperate with Europe, Indonesia, Japan,
Malaysia, Singapore, and the US to keep the straits open. It seems that
ccr officials will have to engage in a range of diplomatic, economic,
and political measures to ensure a steady supply of energy sources, raw
materials, and natural resources.>

Alternatively, the widespread usage of renewable energy sources
would reduce both dependence on oil suppliers located in volatile re-
gions (i.e. North Africa and the Middle East) and the potential terrorist
threats that nuclear plants and liquefied gas terminals could attract. To
avoid energy crises, China must reduce its needs for new energy-gen-
eration plants via aggressive investments in efficiency. To that end, the
impact of standard setting, fiscal incentives, and generous subsidies
should not be underestimated. For instance, in the 1980s countries like
Denmark, Germany, Norway, and Spain imposed manageable stand-
ards, tax deductions, and offered subsidies for wind power on their
utilities; creating a market for wind-turbine manufacturers in Europe
and the US. Some insist that rich countries should invest heavily in
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research and development in all energy sectors, promote conservation,
develop inexpensive, feasible, and viable forms of renewable energy,
and test the possibilities of significantly reducing greenhouse gases
through large-scale geologic carbon sequestration.s®

Additionally, a geostrategic imperative for developed and emerging
market economies is the recognition that intentionally conserving
natural gas and crude oil puts less money in the hands of autocratic re-
gimes and hostile forces. Conservation also mitigates climatic changes.
Leaders around the world need to be reminded that the precipitous
descent of some of the world’s poorest countries into food insecuri-
ty, instability, and poverty raises the risks of potentially detrimental
spill-over effects, ranging from a rise in illegal migration to organised
crime.

Conclusions and Reflections

At the heart of a dramatic upsurge in the usage of energy and resourc-
es lies the industrial revolution of the 1800s. This is usually dated to
the very early experiments with successful powering of industrial
machinery and steam locomotives. At present, new waves of energy
and resource usage revolve around China. As time passes, China will
continue to rapidly build up a powerful mix of cheap skilled labour,
flexible manufacturing and industrial capacity, investment-friendly
central government, and massive domestic markets. But audiences
need to be cognizant that China’s importation of gas, oil, minerals, and
timber from the developing world can cause a series of unintended
problems. Armed conflicts are more likely in countries that depend
heavily on energy sources, raw materials, and natural resources for
their export-earnings partly because belligerent groups can extort the
economic gains from this trade to finance their subversive operations.
Also, energy and resources fuel wars because they make secession
more likely.s®

China must develop ties that do not flout international standards
of good governance and human dignity, or threaten US or European
security. Under its energy- and resources-based defence, energy, and
foreign policies, Beijing has become assertive in seeking what it needs
in international markets to keep its economic machinery running at
full speed. The US and EU should contemplate the construction of a
stable Asian balance of power that will certainly be in the collective
interest of China, its neighbours, and its competitors. While keeping
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China’s actions in sight, what the world warrants are balanced, patient,
and farsighted leaders to adapt to rapid changes in the global distri-
bution of commercial, economic, political, and military powers, with-
out allowing temptations for combativeness to override their peaceful
rhetoric and common goals of peace and prosperity. To be sure, the
ascendancy of China is not assured.

Beijing faces a host of challenges that could have significant desta-
bilising effects on regional growth and the global economy if not han-
dled correctly. For example, one of the most frequently hypothesised
scenarios is China’s growth slowing and its unemployment rising,;
producing political unrest from those who lose their jobs and the hun-
dreds of millions of rural peasants still living in the countryside.s Some
accounts note that the authoritarian wall in China is starting to show
fissures. This is partly explained by the upstream and downstream ef-
fects of the economic slowdown, which, inevitably, affected China giv-
en that much of its exports are sent to the US and EU. As these coun-
tries could not boost consumption by flooding the system with fresh
money, China started to slow down its manufacturing and industrial
engines which immediately translated to layoffs, unemployment, inse-
curity, uncertainty, and less confidence on the current governing sys-
tem consisting of one-party rule. Beijing is adept at “handling” popular
revolt in faraway locations, in capturing and imprisoning artists, at
managing its economic dealings, and in attracting foreign capital, but
it remains to be seen if they can stamp out waves of dissatisfaction that
may rapidly arise if the Chinese were to encounter an insurmountable
roadblock or faux pas.

Private sector strategists and investment bankers are not sure that
China is the place where sustained growth will occur and stable busi-
ness will flourish, especially because property right protections and
rule of law are lacking. Some pundits believe that India’s differenti-
ating advantage comes in the form of an ‘entrenched and vibrant de-
mocracy that will ultimately drive India to outperform China socially
and economically.® In fact, more pungent questions need to be posed
such as: will global affairs continue to be heavily influenced by Wash-
ington’s free-market democracy or will it start gathering some intense
momentum from Beijing’s authoritarian state capitalism? Beijing has
gone to great lengths to keep any democratic waves from entering Chi-
nese territories. For instance, it has shut down internet sites, stymied
communications, banned political art, harangued against Nobel Prize
nominations, and hit protests with an iron fist. At least in the near
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term, by rolling out these measures, the Chinese government will be
successful in stifling protests.

The wave of democratisation that has recently swept through North
Africa has sent shockwaves around the world where authoritarian re-
gimes are still ruling. China has not been immune to these incendiary
popular moves. However, it is important to highlight that authoritar-
ianism in China is of a far higher quality and of a deeper breadth than
in the Middle East. This does not mean that Beijing is protected from
violent revolutions—Not at all. Revolutions are still very much a pos-
sibility. But, if this indeed becomes a reality, it will not come from the
disenchanted poor but from an upwardly mobile middle class fed up
with anachronistic government that does little but keep the produc-
tive social classes from achieving their true potential. This is where the
revolution can start and ignite other groups to join forces to bring de-
mocracy to a land ripe with opportunity. Once the one-party rule be-
comes stagnant or very much unable to keep the masses pacified, then
change is going to come, one way or another. For China, the problem
will be that political unrest will surely produce economic stagnation.*

Many are optimistic in terms of fierce resource competitions—much
of which is derived from Beijing’s discourse of peaceful development
and neighbourliness. However, there is much money to be made out
of conflict and war, and the race to secure those remaining sources of
energy sources, raw materials, and natural resources is the ideal trigger
for US and EU military-industrial complexes to lobby their respective
governments to find excuses to leverage friction, sore spots, and ten-
sion that could precipitate yet another war of giants. Military deploy-
ments to the Middle East and Central Asia can be partly explained by
this internecine geopolitical contest of setting strongholds in existing
and potential gas-and-oil fields.

S1GFRIDO BURGOS CACERES is a US-based policy consultant and may be
reached at: shc_london@yahoo.com
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