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Energy issues have been given particularly great attention in Asia-Pacific in recent years. In 2002, the APEC region accounted for 56 percent of world economic output and 58 percent of world total primary energy consumption. Four economies- the United States, China, the Russian Federation and Japan - accounted for 45 percent of world total primary energy consumption.

Over the coming decades, the region’s demand for energy will grow strongly. Fossil fuels will play a large role in meeting this demand, despite potential gains in energy efficiency and use of alternative fuels. The Asia-Pacific’s dependence on external sources of energy will increase. The Middle East will continue to supply a large part of the region’s oil, exposing the Asia-Pacific to developments in this region
. 

Ensuring access to adequate, reliable, affordable and clean energy is a key challenge facing the countries of the Asia-Pacific region, and indeed the whole world. For the Asia-Pacific, energy security is a key issue because there are large energy users without sufficient domestic reserves and large energy producers with surplus capacity in this region. It is also an issue that has taken on added importance because the success of Asia-Pacific economies and the rapid development of large parts of the region have brought future energy needs into economic and political focus.

The energy security policy we choose to adopt will powerfully shape our region’s economics and geo-politics. They will either draw us together, strengthening regional cooperation, or pull us apart, risking conflict and instability. I believe that true energy security is not possible without strong regional cooperation. And I think that we must create a new energy concept to conduct the regional energy cooperation linking energy suppliers and consumers together across the Asia-Pacific region for the benefit of all. 

China is a major energy producer. Since the 1990s, China has always met over 90% of its overall energy needs on its own. China will adhere to the policy of meeting its energy needs mainly through domestic supply, and priority will be given to raising energy efficiency. China’s short-term goal is to meet the target of a 20% reduction in energy consumption per unit of GDP by 2020. However, China’s current per capita consumption of energy is very low. It is only 66% of the world average, 13.4% of that of the United States, 26.7% of that of Japan and 28.1% of that of Britain.  China’s per capita oil import is only 1/4 of the world average and 1/20 of that of both the U.S. and Japan.
On the other hand, it has been only 14 years since China became a net oil importer in 1993, and only 4 years since China finally became a country importing over 100 million tons of oil per year. Therefore, China is the newest player in world energy market. Major Chinese oil companies started international operations in the 1990s and have made impressive progress. Peaceful energy development and international energy cooperation are the international dimensions of China’s energy policy. China will take an active part in energy cooperation with other countries on the basis of mutual benefit to ensure stability of the regional and global energy market. 
At present, as the most countries in the region, China’s main source of oil imports is the Middle East and Africa, where some of the countries suffer from their unstable domestic situation. Moreover, the transportation of oil runs through the oceans and Malacca, where we have to face the danger of pirates and terrorist attacks. Therefore, in order to guarantee the security of energy supplies, it is necessary for China to diversify its energy import sources and to seek to import oil from Russia, Central Asia, Southeast Asia and so forth. 
The energy policy of China is very clear: Give high priority to conservation, rely mainly on domestic supply, optimize its energy mix, protect the environment and step up international cooperation.

China’s energy cooperation includes both cooperation with energy producers and energy consumers
China and US

Both China and U.S. are oil importers. They should work together to achieve reasonable pricing in the global energy market. As the two largest energy-consuming countries in the world, China and U.S. may have the potential to coordinate and cooperate in meeting their respective energy needs. In June 2005, the Chinese and US governments for the first time conducted a dialogue on energy policies, which was devoted to a discussion of conducting bilateral cooperation in terms of clean energy, nuclear power, energy conservation, energy efficiency raising and diversification of energy supply. Last month, the second meeting of the China-US Strategic Economic Dialogue just concluded in Washington, in which the energy cooperation is one of the important topics.
China-Russia Energy Relations 

Energy is an important area for Sino-Russian cooperation and the two are highly complementary in the energy field. Energy cooperation between the two countries serves common interests and is very broad-ranged. It includes not only upstream exploitation but also downstream oil and gas refinement. In addition, China is interested in strengthening cooperation with Russia in the areas of developing and using new, clean, and renewable energy. 

Russian oil exports to China currently are limited by the capacities of the two countries’ rail systems and stood at about 7.7 million tons in 2005. There are 4 oil or gas pipelines under-construction. And Russia is expected to ship nearly 15 million tons of oil a year to China in the coming years. 
China-Central Asia Energy Relations 

China and Turkmen is signed a major agreement on the construction of a gas pipeline directly linking their two countries in 2005. CNPC also inaugurated an oil pipeline running from Kazakhstan to northwest China. 
China-Kazakhstan-Russia energy cooperation. 

In October 2005, China completed a $4.18 billion takeover of PetroKazakhstan, Inc. China plans to connect several pieces of pipeline linking Kazakhstan’s oil-rich area, through a series of western and central-Kazakh oil zones, and finally with China. Before opening the new pipeline, China imported 25,000 bpd from Kazakhstan. 
China-Iran Energy Relations 

Iran is OPEC’s second largest oil exporter, and it is an energy partner of China. Chinese oil companies have signed long-term contracts valued at $200 billion with the Iranian side, making China Iran’s biggest oil and gas customer. Iranian oil supplies account for about 14 percent of China’s oil imports. Currently many Chinese companies in various fields are operating in Iran, developing ports, airports, and oil and natural gas. China is also in the process of importing Iranian natural gas. 
A second phase in the Iran-China strategic energy cooperation will involve constructing a pipeline in Iran to send oil some 386 kilometers to the Caspian Sea, and from there to link up with the pipeline between China and Kazakhstan. 

China-Saudi Arabia Energy Relations 

Saudi Arabia accounts for about 17 percent of China’s imported oil. Saudi Arabia is China’s largest trading partner in the region from West Asia to North Africa. The two states signed a pact on energy cooperation that calls for increased cooperation and joint investment in oil, natural gas, and mineral deposits in 2006. Saudi Arabia’s Aramco Overseas Co. has provided $750 million of the total $3 billion in investment to construct a petrochemical complex in Fujian province in southeastern China that will process 8 million tons of Saudi crude oil per year. 

Sino-African Energy Relations 

China currently imports a quarter of its total oil imports from Africa, largely from Nigeria, Angola, Chad, and Sudan. Nigeria is the world’s eighth-biggest oil exporter. China and Nigeria signed deals to offer China four oil exploration licenses in Nigeria in return for a commitment to invest $4 billion in Nigerian infrastructure. However, China might face problems with the militant rebel groups in the Niger Delta, as the violent conflict has shut down nearly 20 percent of the country’s oil production facilities. China has invested heavily in Sudan, establishing oil exploration rights in 1995, and now over half of Sudan’s oil exports go to China, accounting for 5 percent of China’s total oil imports. China and Kenya also signed an agreement for licenses allowing China’s National Offshore Oil Corp. (CNOOC) to explore for oil off the coast of Kenya. 
China and Canada 

China and Canada signed their Statement on Energy Cooperation in the 21st Century in January 2005. Both sides have decided to promote cooperation to increase energy security and promote environmental sustainability and renewable energy. Such cooperation has the potential to cover a broad range of energy issues, including sources of supply, energy efficiency, and new technologies. Canada and China will therefore encourage mutually beneficial commercial partnerships in these sectors, including joint comprehensive research of oil sand technologies.

China and Japan

During Premier Wen Jiabao's recent visit to Japan, the Chinese and Japanese leaders exchanged views on strengthening mutually beneficial cooperation in various aspects and reached important consensus. China and Japan agreed that the two countries should strengthen cooperation in the energy field. Japan owns advanced expertise and technology in this field, in particular clean energy and renewable energy. China is marching on the path of sustainable development and is dedicated to building an energy-conserving and environment friendly society. We are willing to draw on the useful experience of Japan and step up energy cooperation with it.
Premier Wen and Prime Minister Abe had a candid discussion on that and reached broad consensus on the East China Sea issue. The most essential point is to uphold the crucial principle of "shelving differences and seeking joint development" and solve the differences on the East China Sea through consultation, so that the East China Sea can become a sea of peace, cooperation and friendship.

China-India Energy Cooperation 

In discussing interrelationship between India and China, the talk is usually about their competition over energy and even about potential conflicts, but actually the two Asian giants have already joined hands in their quest for energy resources. The potential for the cooperation between India and China is enormous. The two countries have agreed to strengthen the exchange of information when bidding for oil resources in a third country in order to realize mutual benefit. China and India signed five memoranda on energy cooperation on January 12, 2006. The memoranda cover a comprehensive range of areas, including exploration and refining in the oil sector, the laying of national and transnational oil and gas pipelines, research and development, as well as a joint energy efficiency program. The two countries will also assess the potential for working together on biofuels, such as vegetable oils blended with diesel and ethanol blended with gasoline. 

How do we respond to the energy challenges in our region? 
For China, the way to solve energy problems challenging us is regional energy cooperation. 
Energy security cannot be seen as a race between us to “lock up and monopolise” available energy supplies. It can only be viewed as a joint project to prospecting and exploring oil resources, establishing strategic oil storage, maintaining the stability of the energy markets, removing obstacles to development, guaranteeing the fluency and security of oil transition channels, developing new resources and renewable resources, expanding and applying energy conservation and the technology for increasing efficiency, properly dealing with the challenges of environment, and so forth. 
So, it is necessary to transform our concepts and establish the new concept of energy security and new energy thinking, namely, the new energy concept. It includes the following aspects: 
1. Strengthen dialogue and policy coordination in energy security among energy consumers and between energy consumers and producers;
2. Give priority to energy efficiency and energy conservation, develop clean energy, alternative energy through new energy technologies;

3. Establish a secure, economical and reliable regional energy supply system through international cooperation; and 

4. Ensure energy shipping security through bilateral and multilateral cooperation.

Conclusion

Since 2004, the surge of oil prices in the international market has affected the economic growth of the whole world, developing countries in particular. However, we should not fail to see that supply and demand on the international energy market are balanced on the whole, and that there is no crisis on the supply side. At this point, the most critical thing is for all countries to work together for stability of the world energy market, and to fuel the sustained growth of the world economy with sufficient, safe, economical and clean energy resources. At the same time, it is also important to take a long-term perspective, deepen energy cooperation, increase energy efficiency, and facilitate the development and use of new energy resources. And China is ready to strengthen energy dialogue and cooperation with all countries, and to jointly maintain energy security and stability in the region and the world as well. China is willing to play an active role in shaping the regional and global approaches to energy security and sustainable development.

Thank you.

� At the end of 2003, 72 percent of the world’s proven oil reserves were located in the Middle East and Africa. According to the IEA, the share of the Middle East in world oil production is projected to increase to 46 percent in 2030 from 30 percent in 2003.





� Wen Jiabao, Address at the 2nd East Asia Summit, Cebu, the Philippines, Jan 15, 2007
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