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THE  GEOPOLITICS  OF  ENERGY  INSECURITY

MOHAN  MALIK

The prospect of “peak oil” coupled with turmoil in the Middle East and growing energy demand in booming Asian economies, and above all, the prospect of climate change have combined to put the issue of energy security on the global policy agenda. The energy strategies of great powers, in particular, have major geo-strategic as well as economic, technological and environmental consequences. Energy security is energizing nationalist passions and providing a new thrust to China and India’s diplomacy.  This paper will focus on the geopolitics of energy supplies and energy insecurity. More specifically, it will seek to address the following questions:

1. What are the security implications of the surge in the demand for energy resources? How is this shaping relations between countries in the region?

2. What can be done to improve long-term energy demand and supply security? 

3. Is the growing reliance on nuclear energy the solution? What are the implications for regional security?

Energy security and national security are closely interlinked.  Economies – all economies – run on energy. You need ENERGY to produce everything. Oil runs thru everything, everywhere, every time.  Unfortunately, just like the 20th century, the 21st century is also turning out to be “the oil century.”  Iran’s nuclear ambitions, the wars in Iraq and Afghanistan, China’s ongoing global search for energy resources because of its runaway energy demand, the recent US-Indo nuclear agreement, and the series of “pipeline projects” in Central and South Asia and the Russian Far East – all showcase the increasing importance of Energy as a driver of national and international politics.   I’ll argue that most of these pipelines, will remain pipedreams, mainly because of geopolitical rivalries, regional and religious fault lines.  Sadly, this was also the conclusion of two conferences that APCSS organized in 2003 on “The Geopolitics of Energy Security: Pipelines and Fault lines” in Honolulu and more recently on “Energy Security Cooperation in the Asia-Pacific” in Tokyo in April 2007.

In the absence of a major technological breakthrough, or the discovery of a low-cost and/or limitless supply of an oil substitute, the availability and hence the security of a sufficient supply of fossil fuels and energy alternatives are becoming imperatives for developed and developing economies.  In this respect, energy concerns have increasingly become a major source of insecurity.  The rapid growth of Asian economies is having a major impact on global oil supplies, with the oil price touching $60-70 per barrel.  It seems that in a world of dwindling fossil fuel supplies and rising demand, he who controls not just the production of oil and gas but also the supply and has discovered substitutes, will rule the world.

1. Security Implications of the surge in energy demand and Impact on inter-state relations

The growing surge in energy demand has led to the rise of “energy nationalism” and “energy mercantilism” that is increasingly determining inter-state relations in the region.

Energy Nationalism–The New Great Game
· “Energy Nationalism” is a major factor in the foreign policies of China, Japan, India & other countries. Russia’s role as a major energy supplier is set to grow.

· Growing energy demand is forging new links between East Asia, Central Asia, South Asia and the Middle East.

· Overlay of Asian geopolitical rivalries and tensions are hindering regional energy cooperation.

· Zero-sum games: Mad scramble to gain control of energy resources worldwide and outbid rivals. Zero-sum strategies risk disruptive impact on global oil/gas markets as demand booms, and tend to inflate prices in global oil/gas exploration and procurement market.

· Energy needs increasingly now shape attitudes towards territorial and maritime disputes and influence military modernization plans, diplomacy, alliances, and maritime strategies of countries in the Asia-Pacific region.

· Major powers’ energy needs lead to intervention in domestic politics (e.g., the Middle East, Zimbabwe, Sudan, Burma), military interventions  and often culminate in regime changes aimed at installing friendly regimes in resource supplier countries.

· In the age of terrorism, Pipeline safety concerns now rival Sea Lanes of Communication (SLOC) safety concerns.

According to a consultancy firm, PFC Energy, increasing state ownership and rising resource nationalism are now the main long-term threats to global oil supplies. The report by PFC Energy highlights the shift in power towards state-controlled national oil companies. Multinationals own or have access to less than 10 per cent of world oil resources. Resource nationalism, which is limiting access for international oil companies, and the national oil companies’ failure to reinvest profits in production, are limiting outlay required to replace existing resources, which are being substantially depleted. According to Robin West, chairman of PFC Energy, “The concern is not that the world is running out of oil, but rather it is running out of oil production capacity.” Also, one country’s willingness to pay above-market prices to secure oil access distorts the market for every nation that imports oil. For example, if China’s pays more, then it pushes up the oil price for every country in the world. The Chinese seem to be treating energy reserves as assets in the same way a 19th century mercantilist nation-state would. Its goal is to acquire and keep energy reserves around the world and secure delivery to China above and beyond any market considerations. To do this, Beijing is willing to pay above marketplace premium prices in order to gain exclusive control over oil and gas while denying the same to its rivals. Apparently, China believes that it can only achieve energy security through direct control of reserves. 

The energy competition is also heightening tensions over long-dormant territorial/maritime disputes, and shaping force modernization plans and forging new military alliances. This treasure hunt explains the rush to extend claims and counter-claims to the oil and gas that lie under the South China Sea, the Sea of Japan, East China Sea, and Central Asian plains. China’s massive demand growth in key commodities has also sharpened traditional political rivalries in Asia. The recent tensions with Japan in the East China Sea and with Vietnam in the South China Sea have further raised the security temperature. The southern part of the South China Sea contains considerable reserves of oil and gas. A senior PLA General Xiong Guangkai, Chairman of the China Institute for International Strategic Studies (CIISS) and former PLA Deputy Chief of Staff, recently noted that “over the long term, strategic race for world’s energy may result in regional tension and even trigger military clash.” [“Chinese Official:  Energy Race May Trigger Military Conflict,” Takungpao News, 2006]

Energy nationalism is now a major factor underlying Asian countries’ security postures. We are seeing mad rush, a sort of treasure hunt, if you like, to gain control of energy resources by China and India, especially in those countries and regions which are outside the control of major western companies for political reasons. Major economies’ foreign relations are being transformed by the energy imperative. China is entering into deals with countries around the world to diversify its economic and trade relations. So if you ask me as to what’s the single most important determinant of China’s foreign policy today? My answer would be “oil”, not Taiwan, not the US of A. As China goes out of its way to deepen ties with countries that can guarantee its energy supplies, oil has become a major factor in China’s economics-driven foreign policy. As Chen Fengying of China Contemporary International Relations Institute points out: “Relations between China and the United States are mostly stable, but the energy problem is the most serious threat. We talk about terrorism and Taiwan, but there is nowhere near enough attention to energy.” China sees the U.S. occupation of Iraq, attitude toward Iran, and the establishment of US military bases in Central Asia post-9/11 as part of Washington’s strategy to control oil and gas resources in the Middle East and Asia. A recent article in Beijing Review wrote that China is strengthening its ties with ASEAN, especially Malaysia, Indonesia and Singapore, to guarantee passage of its oil tankers through the Malacca Strait.  Beijing’s relentless pursuit of energy resources and safe supply routes has geopolitical and military implications. It is worth remembering that the primary target of Imperial Japan’s December 1941 Southeast Asian offensive were the Indonesian oil fields, and the reason behind Japan’s attack on Pearl Harbor was the US-imposed oil blockade on Japan. Shortages of imported oil could threaten China’s economic growth.  Beijing fears that in the event of a conflict with Taiwan, the United States could potentially block shipping in the East China Sea, crippling Chinese trade. This is what the Chinese leaders’ describe as “the Malacca dilemma”. Thus, the Chinese government’s push to secure foreign oil fields is driven by worries that there may one day be too little oil to meet worldwide demand, and that foreign powers – in particular the United States – will choke China. 

China’s “Energy Empire”

The energy issue touches all the hot buttons in China, from its need to modernize its economy, military and to its tensions with India, Japan, US, Russia, Taiwan, and Vietnam. As was the case with Japan in the 1930’s, China’s relations with the outside world are being transformed by energy needs. Chinese officials have fanned out across the globe in search of suppliers in Asia, the Middle East, Africa and North America. China has rapidly moved into countries where major US companies have pulled out:  Venezuela, Cuba, Central Asia, Africa, and Burma.  The Chinese want oil very badly. And they would like it to be imported into China by oil pipelines and not by tankers from the Middle East under the watchful eye of the US and Indian navies. The US is seen as controling the sea lanes and thus the viability of China’s economy. China’s energy worry is becoming an obsession tinged with elements of Cold War-era paranoia that risks upsetting relations with some of its Asian neighbors. 
Economic growth in China and Asia is certainly much better than economic slowdown. We all want China to continue to grow economically because that’s what is pushing up growth rates in the US, Australia, Japan and other regional economies. China’s enormous consumption of natural resources, such as steel, oil, and copper, makes it an essential ally and trading partner of nearly every nation in Oceania, Latin America and Africa. At the same time, we cannot be oblivious to the fact that China’s economic boom is forcing Beijing to pursue resource- and commodities-driven foreign policy just as Britain and the US did in the 19th and 20th centuries. And this has significant implications for geopolitics, alliances, and military security. Parallels are being drawn to the parceling out of the world in the 19th century among the major European powers, each was trying to secure access to energy, raw materials and markets. At that time, the treasure hunt led to the colonization of Asia and Africa. Is the stage now being set for another such mad rush? The physical occupation of resource rich supplier states is no longer an option. However, installing friendly regimes is an option in today’s world.  In the 21st century, access to raw materials is now sought, not by colonizing a country, but by ensuring that there are friendly governments in place. That’s where regime change comes in. It is said that the US foreign policy has long been driven by the politics of oil and influence. Now an Americanization of China is underway. China today is as much driven by the politics of oil and influence as the United States.

As China becomes dependent on the Middle East, Central Asia, Africa and Latin America for commodities and energy resources, it would want to project power and influence (and establish some presence) in those regions. Unlike Japan, China does not want to rely on the safety of SLOCS provided by the US navy and its allies. Therefore, China is building a network of alliances across the globe with nations shunned by the United States – nations like Venezuela, Iran, Angola, Uzbekistan, Sudan, Burma, and Zimbabwe. Chinese officials have expressed concern over the 2008 Olympics being dubbed as “Genocide Olympics” because of Beijing’s support for the Sudanese government.  But it is worth noting that China is not the only country that deals with so-called “states-of-concern” to seek energy resources.  The US deals with many such states to meet its own energy deals.  Economic factors, more than security considerations, determine most countries’ energy policies.  At the same time, the point is that Beijing is trying to create a zone of friendly and stable countries around China’s borders that will give it political support, as well as economic leverage in the future. Chinese leaders are pro-actively lining up allies and friends (especially strategically-located and resource-rich such as Pakistan, Burma, Bangladesh, PNG, Iran, Brazil, Venezuela – to mention a few), an action which in turn produces a reaction in the form of counter-alignments. And you have a clear case of geo-economics fueling geopolitical competition. China’s economic expansion is leading to massive military build-up – including the development of a blue water naval capability – that will be called upon to defend China’s economic security interests in the event of a conflict. This, in turn, largely explains why maritime powers – India, Japan, Vietnam, Indonesia, Singapore and Australia – are strengthening their security ties with the US even as they become increasingly dependent on the Chinese market for trade and prosperity. 
Japan’s worries
Japan has long depended on the same long Sea Lanes of Communication for its economic prosperity. For Tokyo, energy security has always been a matter of national survival. For Japan, “resource nationalism” in the region is also a major concern, especially, unilaterally imposed measures that deny equal access to energy resources.  South Korea is also heavily dependent upon imported oil for all of its needs. Northeast Asia is the focal point of intensified geopolitical competition for energy supplies. Russia is playing China and Japan off each other on a potential oil pipeline in Siberia to maximize its own interests. The direct competition for Russian oil heightens other already-tense political disputes between Beijing and Tokyo. Chinese President Hu Jintao has made several trips to Russia continue a lobbying campaign for a pipeline to ferry Siberian oil to Daqing in China rather than to the Pacific port of Nakhodka, where the oil would be available to the world market. It is not just the history textbooks issue but “the Oil factor” that has worsened relations between China and Japan. Both are scrambling for control of natural gas deposits in disputed waters of the East China Sea. Japan is taking a hard line in its dispute with China over the oil and gas fields in the East China Sea, and an escalation into potential military confrontation cannot be ruled out. Chinese naval incursions in the area have increased dramatically since the late 1990s. 

India energized

India’s foreign policy is also being energized by energy concerns. India’s partnership with Russia, Iran and growing interest in the South China Sea and Central Asia is energy-motivated. Democratic India’s coddling of the Burmese military junta is also partly motivated by its energy concerns. Much like China, India is becoming more engaged in Africa (e.g., Sudan, Libya) and Latin America (Venezuela). Indian firms have committed over $4.5 billion since 2000 in 14 countries including Australia, Algeria, Kazakhstan, Indonesia, Myanmar, Vietnam, Cuba, Venezuela, Libya, Syria, Egypt, Iran, Iraq, Ivory Coast, Libya, Nigeria, Qatar, Russia, and Sudan. (In contrast, China’s CNPC has made overseas investments of an estimated $40 billion.) Reliance has a stake in an offshore field in Yemen. India’s ONGC Videsh Ltd holds a 20 per cent stake in Russia’s Far Eastern Sakhalin-1 field. India’s trade and resource dependence on East Asian economies is growing rapidly.  Sooner rather than later, China’s military alliances with India’s South Asian neighbors and forward deployment of its naval assets in the Pakistani, Bangladeshi and Burmese ports would prompt New Delhi to respond in kind by seeking access to the Vietnamese (Cam Ranh Bay), Taiwanese (Kao-hsiung), Japanese (Okinawa) and Russian (Vladivostok) ports for the forward deployment of Indian naval assets to protect India’s shipping and trade routes and access to energy resources from the Russian Sakhalin province.  In the interim, the Middle East will continue to remain the source of most oil and gas for India. As China’s and India’s dependence on this Middle East region increases, both will seek to forge closer defense and security ties with supplier nations.

ASEAN’s weight

South-East Asia’s importance both in terms of source of supplies (oil and gas resources in Malaysia, Brunei, Cambodia, Vietnam, Burma, Indonesia) and transportation (SLOCs via the Malacca Straits) is set to grow. Japan and Korea’s energy lifeline also runs through the South China Sea and the Malacca Straits. Witness China, Japan, and India’s deals with Southeast Asian countries to secure energy supplies (e.g., Indonesian oil and gas supplies to China, Taiwan, and other countries; China oil and gas deals with Burma; and Vietnam-India oil exploration in the disputed Spratlys).  Given the significance of the Spratly Islands for sea-lane defence, interdiction and surveillance, it is safe to conclude that whoever dominates the South China Sea and the Malacca Straits will determine the destiny of the whole region. 
Central Asian chessboard

Given the land-locked position of Central Asian states, the transportation of energy is as important as its exploitation. Massive pipelines need to be constructed to export Central Asian oil to Europe, South and East Asia. I should add that some of these pipelines have been on the drawing boards for more than a decade. Only two  — Baku-Ceyhan and Kazakhstan-China pipelines — have been completed. The rest are all mired in controversy. For all talk, big talk but no action on pipelines, South Asia is a case in point. The India-Pakistan-Iran pipeline from Iran seems likely to remain a pipedream, so will the India-Bangladesh-Myanmar pipeline.  Instead, the prospects of an Iran-Pakistan-China pipeline look much brighter. If and when these pipelines are built, the protection and safety of these pipelines (the “mother of all pipelines”) will become as important as the safety of sea-lanes of communication. 

For the foreseeable future, pipelines are unlikely to replace or even significantly reduce the reliance on sea-based transport of energy resources to Asian countries. By 2025, nearly three-fourths of China’s petroleum imports will still go through the Indian Ocean and the Straits of Malacca. Once new pipelines are built, these could either become pipelines of peace and progress or instruments of coercion and blackmail. The deliberate targeting of pipelines in Baluchistan, Chechnya, Colombia, and Algeria are signs of times to come. Terrorist attacks on vital energy infrastructure are rising in Pakistan, Russia, and India’s north-eastern states, fuelling fears of supply disruptions, and political instability.  These pipelines will pass through conflict-prone regions and traditional rivals, such as Iran, Afghanistan, Russia, Turkey, China, India, and Pakistan. Add to this the radical Islamist factor and there exists a perfect recipe for major conflict. I think a lot of blood will flow before the oil starts flowing out of these proposed pipelines. For the foreseeable future, Asia’s energy security will continue to depend heavily on the Middle East — whether or not pipelines under consideration get constructed.  

2. Key measures to improve long-term energy demand and supply security 

No issue is as important to the Asia-Pacific region as the development of coordinated policies on energy, economic development, and the environment.  It’s energy — its security, stability and deliverability — that drives much of most countries’ respective foreign policies and makes it imperative for us to explore new ways to look beyond our differences toward solutions. A number of measures to improve long-term energy demand and supply security are identified below:

· Regional economic growth will continue with strong dependence on energy consumption.  Consequently, lowering energy intensity, enhancing conservation will remain most viable approach to rationalizing energy consumption and avoiding potential energy resource conflict.  

· Delayed investment in energy infrastructure is a major problem which needs to be addressed. For example, approximately US$20.2 trillion are needed for investment in energy infrastructure by 2030.  
· Oil and coal will remain the dominating consumption resource driven by India and China’s energy needs for the foreseeable future.  Gas consumption may be preferred but it is hampered by the high cost of coal conversion to gas and transportation challenges.  

· Since maritime transportation of energy will dominate in the region despite growth in pipeline networks (As noted earlier, progress on many pipeline projects remains hostage to poor state of bilateral relations between neighboring countries), there will be continued reliance on US for SLOC security.  China is taking measures to build an ocean-going fleet to protect its SLOCs.  Like the Chinese, India’s navy is determined to play a major role in the Indian and Pacific oceans to protect energy and trade routes.  As the traditional guarantor of stability, the US has major stakes in how China and India respond to their energy insecurity and how this impacts regional security and global energy geopolitics.

· As the largest economy, the US needs to engage Russia, China, Japan and India in energy dialogue.  The challenge of assuaging energy insecurities can be met only through joint cooperation. Both China and India are accelerating their efforts to gain more secure national control of overseas oil and gas supplies by taking equity stakes in overseas oil and gas fields.  Both feel excluded from these global energy management institutions and this aggravates their zero-sum view of global energy and politics.  

· Japan’s energy strategy, based on conservation, advanced and safe technologies, is recognized as possible model for developing energy sectors in countries in the region.  China is particularly interested in receiving Japanese energy technology.  Japan can help both China and India improve energy efficiency and energy intensity.

· Several multilateral and bilateral energy cooperation frameworks are emerging.  The US has launched a Global Nuclear Energy Partnership initiative.  Then there is the ASEAN+3 Energy Dialogue and APEC Energy Forum.  Energy security is also on the G-8 agenda.  The US and Japan have initiated their bilateral energy dialogues with Russia, China and India.  Nonetheless, there are no global or Asia-wide institutions to enhance energy security. The establishment of an Asian Energy Security Complex that transcends national rivalries would be a positive development.

· Russia, China and India should be invited to become members of the International Energy Agency (IEA). Since the IEA only includes OECD members, by definition it excludes Russia, China, and India.  The International Energy Agency response mechanism allows release of oil stockpiles of 27 members in case of unexpected supply disruption.
· Both China and India have announced plans to build strategic oil reserves. They need assistance in building adequate strategic reserves. China plans to create 30-day reserves by 2008 and India will establish 15-day stockpiles by 2015. The United States and other IEA members could offer assistance in this regard.

· The key to preventing environmental degradation lies in working toward greater technology transfer to the developing world.  Strong US support for clean-coal tech development and the transfer of technology to China and India to burn coal more efficiently and cleanly are urgently needed.

· There is general appreciation for the importance and urgency of developing alternative energy sources and addressing CO2 generated climate change with the realistic expectation of dependency on hydrocarbon fuels in near future.  Coal burning generates CO2 3 times more than natural gas. The US, China, Japan and India are currently pursuing “energy diversification” strategy to varying degrees of success. Asian-Pacific economies must cooperate in developing alternative energy sources, nuclear, clean coal and coal gasification technologies, solar and wind power. 

· With regards to Bio-fuel yields (soybeans/corn/cellulose/algae), there is some potential for the future but not in the short term.  Price of corn has already doubled due to production shift toward ethanol.  

· Next 50 years are seen as promising for hydrogen and fuel cell technology.

· A three-pronged approach to energy policy based on supply security, energy substitution, and conservation is needed to promote energy security.  Some of the key energy-related issues that deserve multilateral cooperation are: (i) Strategic Petroleum Reserves; (ii) Military’s Role in Energy Security; (iii) SLOC Policing and Chokepoint Security; (iv) Nuclear Energy Investment.

3. If nuclear energy is the solution, can it be utilized without increasing the risks of nuclear weapons proliferation?
Major world economies are once again looking to nuclear energy to meet their growing energy demands.  In the Asia-Pacific, China, Japan, India, Indonesia, and South Korea are seeking to promote and increase the share of nuclear energy in their domestic energy consumption matrix. Promoting nuclear energy without increasing the risk of nuclear weapons proliferation is seen as “doable” and “realistic”. Multilateral cooperative measures that enhance N-safety and deal with N-waste management issues need to be put in place. Nuclear energy can be the most promising alternative requiring regional collaboration provided consensus can be achieved on the following issues:
· Recognize the importance of the nuclear non-proliferation regime and encourage ratification of the Additional Protocol; in some cases, encourage non-NPT signatories to accept the obligations and spirit of the NPT without signing or ratifying.

· Support the establishment of future facilities for sensitive technologies as multilateral with guarantees of fuel supplies supported by the IAEA.

· Provide support for research and development programs such as Gen４ and GNEP to improve nuclear energy for the future.

· New proliferation resistant nuclear technology (e.g., light water reactors, use of thorium in reprocessing) holds promise for the production of nuclear energy sans nuclear weapons proliferation.

· Increase education and public relations about the uses of nuclear energy at all levels of society.

· Countries with research reactors or research reactor development programs should commit themselves to the use of low enriched fuel.

· Developing countries could use nuclear energy by leasing nuclear fuel from supplier countries under IAEA safeguards. (This fuel will need to be returned to supplier countries for suitable management.) This, of course, will also have implications for land transportation and maritime transportation.  
· Non-members could join IAEA conventions on nuclear safety and to ratify the IAEA Convention on Spent Fuel and Waste Management.

· Multilateral cooperation to encourage nuclear waste to be processed at a small number of large-scale waste processing plants.

· Provide support for research and development on partitioning and transmutation of long-lived waste products to minimize costs and risks of long-term nuclear waste disposal.
· All countries with nuclear power producers (NPPs) should become members of the World Association of Nuclear Operators (WANO).

· Improve security and physical protection at all nuclear facilities and to undertake appropriate counterterrorism risk assessment and provide improved training for nuclear operators.

Conclusion

In short, energy security is now an issue of growing weight in key bilateral relationships in the Asia-Pacific (US-Russia, US-China, Russia-China, Russia-Japan, China-Japan, China-India, US-India). Geopolitical and religious fault lines will determine whether oil & gas pipelines become a reality or remain pipedreams unless and until multilateral cooperative measures are taken.  The major concerns are rising “energy nationalism” and socio-political turmoil in the major oil-exporting countries that could result in the disruption of global oil flows, thereby producing worldwide energy shortages, and triggering a global economic slowdown. As the dependence of booming Asian economies on external energy sources increases, the future of security cooperation in general and major powers relationships in particular will be influenced by the degree of energy cooperation or the lack of it. 

