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Country Position Paper: Strategy. By Colin Parks


This outline of China’s strategy examines and considers possible alliances and solutions to the current oil supply crisis and acknowledges the need for urgent regional solutions, while seeking to advance Chinese global influence in the future.  It is useful to start with China’s geopolitical perspective on its pre-crisis positions with members of BigOil-8 – especially with regard to the US and Russia.  Saudi Arabia remains important to China and it will be demonstrated how the benefits and costs of this relationship inform globally significant Chinese strategic option.  The Venezuela-China connection is also considered. With regard to China’s future, and faced with the implications of climate change and global warming, a resolution to move towards sustainable energy development will be put forward.    
The Chinese economy is forecast to overtake the US by 2030 (World Economic Forum, 2018).  However, it is acknowledged that the US remains for now the world hegemon (Foot, 2006, p. 83). though Roberts (2011) notes China as the challenger to the US for this role (2011, p. 781).  The US takes a lead in promoting global energy security, which consequently benefits China.  Mindful of the ongoing trade war between China and the US, China would not seek to sour relations with the US any further, given the 90-day period (ending March 1st 2019) in which to agree new bilateral trade deal or face further US tariffs (CNBC, 2018).  

China has strong links with Russian energy suppliers through the second East Siberia-China oil pipeline, which has been operational from January 2018.  This has substantially increased imports from Russia to 600,000 barrels per day, up by 50% and has overtaken oil imports from Saudi Arabia (Bloomberg, 2018; Workman, 2018).  

With a view to maintaining diversification and stability of oil supply and thus energy security, China would seek to maintain good relations with Russia in the present crisis, not only in the short term but also in the long term:  reliance on Saudi crude oil and the concomitant risk of blockades of Chinese tankers by the US 5th Fleet, which operates in the Arabian Gulf (US Naval Forces Central Command, 2018) has long been a concern of China’s leadership (Klare, 2016 p. 429).

China has a limited strategic petroleum reserve (SPR), though at reportedly 25 days of reserves, is far less than the International Energy Agency (IEA) recommendation of 90 days (IEA, 2018).  As China is not a member of the IEA, this shortfall of reserves demands a prompt resolution to the current crisis if the Chinese economy is not to falter.

Considering the above points, China has two initial strategic options: firstly, to seek alternative markets and buy oil at the higher price from existing suppliers, such as from Iraq (Tabeta, 2018) to maintain energy security, stability and economic growth and transport systems. Secondly, to divert oil from Chinese National Oil Companies’ (NOCs) overseas production to China rather than sell on the open market.  The cost of transporting oil from NOCs’ operations in Africa could be the cheaper option.  China has developed strong links in Africa, where, as Taylor (2006) notes, trade is strongest with oil producing states (2006, p.438).  

A third option, though one which would risk confrontation with the US, would be to import more oil from Iran, where China has invested billions of dollars in oil concessions.  Downs and Maloney (2011) have suggested that the economic relationship with Iran is problematic with regard to Chinese goods flooding the market. In the present geopolitical climate, trading with Iran brings the risk of punitive measures by the US government, as more sanctions were introduced against Tehran on November 20th (US Department of State, 2018).  Trading with Iran could present a real risk for China’s NOCs and executives, witness the recent arrest of Huawei CFO Meng Wanzhou (BBC, 2018).

China would propose a meeting of the UN Security Council to explore UN intervention in the Ghawar oil field crisis.  A plan to end the civil war in Venezuela would also, ideally, involve the UN.  At least $4 billion in investments in Venezuelan oil fields has been made by the Chinese National Petroleum Company (Lai, 2007, p. 527). Ultimately, China would tacitly favour a restoration of the anti-US Maduro regime in Venezuela, which has supplied 4% of Chinese oil imports until the present civil unrest.  China would accept a US-led solution in Venezuela in exchange for not opposing US action in the Middle-East.  

Although the BigOil-8 conference has been specifically convened to address the current oil supply shock, China would also propose to pass a resolution requesting greater focus on cutting greenhouse gases, by encouraging the use of sustainable energy sources.  China is the leading manufacturer of wind turbines and has been developing the technology for concentrating solar power (Mathews, Hu and Wu, 2015). China is particularly concerned about the impact of global warming and rising sea levels on its seaboard regions and cities (Neumann et al, 2015; cf. Watkins, 2015). 

To summarise, China would wish for a rapid end to oil export disruption, both in Saudi Arabia and Venezuela, supporting proportionate US action in principle.  While supporting the US, this would not be at the expense of harming relations with Russia.  Alternative sources of supply to maintain Chinese energy security extend from Iraq in the short term to Africa in the longer term.  Offers of aid and investment in Nigeria would be beneficial to both states.  China would like Nigerian support for a resolution if proposed at the conference.
Sourcing more oil from Iran would risk more US sanctions on Chinese goods, so this option is not currently feasible.  China’s interests in Iraq are coming to fruition, so this makes Iraq a valuable ally and trading partner for the future.  Saudi Arabia remains China’s second biggest oil supplier (Tabeta, 2018), so support for Saudi Arabia is vital in maintaining good trade relations.
The diplomatic relationship between China and the EU is not of immediate importance in the current crisis.  We would fully expect the EU to align with the US in supporting or rejecting resolutions.  
Whilst the strategies are not intended as an exposition of China’s wider agenda to ultimately become successor to the US as the global hegemon, Chinese intentions are hardly opaque and can be extrapolated from its strategic position at the BigOil-8 conference.
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