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Abstract

This Thesis examines China’s increasing demand for energy and illustrates how
China will become increasingly reliant on oil imports to meet its energy needs. This
reliance on oil imports has forced China, in the short term to adopt an energy security
strategy that seeks to protect its access to oil by adopting a “non-threatening” military
posture complemented by use of its economic bargaining power. At the same time,
China has adopted a long range strategy, that runs side-by-side with the short-term
strategy, of “bide our time and build up our capabilities.” This long-term strategy
consists of a “String of Pearls” approach to gain the necessary forward bases to
secure its energy lifeline and the development of asymmetric military capabilities.
The ultimate goal of this Iong-tefm strategy is to develop sufficient military and
economic strength necessary to protect its access to key markets and resources.

Cover Page: The Varyag, a former Soviet Union aircraft carrier left incomplete in a Ukrainian Shipyard
foIIoWing’ the dissolution of the Soviet Union in 1991. In 2003, after being purchased by the “Chong
Lot Travel Agency” for the stated purpose of being converted into a floating casino, the Varyag arrived
in the Chinese naval dockyards in Daikian. At this time the “Chong Lot Travel Agency” went out of
business. The Varyag is expected to be complete and commissioned into the Chinese navy around
2019 at the earliest.’

' www.sinodefence.com/navy/surface/varyag.asp
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Aim:

The aim of this Thesis is to investigate the connections between China’s defence
modernisation drive and its need to access external energy resources.

Introduction:

While | am not necessarily claiming that war is inevitable, | do believe that China and
the United States (and her allies) are on a potential path to future conflict. This path
towards conflict is illustrated by China’s approach towards securing global energy
resources, the purposeful and systematic transformation of the Peoples Liberation
Army (PLA)? into a modern military force and the carefully developed long term
efforts aimed to gain the time necessary to accumulate forces capable of turning the
Peoples Republic of China (PRC) into a major regional and then a superpower on
par with the United States. One of the main reasons for this modernisation is to
support China’s growing demand for energy resources. For the purpose of
interpretation, a superpower is defined as a state with a leading position in the
international system and the ability to influence events and project power on a
worldwide scale.

The Thesis is divided into three sections. The first section will critically examine
China’'s Grand Strategy. This strategy frames the political backdrop of China’s
economic policy against its 2005 White Paper titled “China’s Peaceful Development
Road” and examines this policy in relationship to ancient statecraft, particularly from
China’s Warring States Era (5" century BC to the unification of China by the Qin
Dynasty in 221 BC). It addresses how official Chinese foreign policy serves as the
framework that links China’s growing need for energy to its military modernisation
efforts to its national security strategy.

In January 2009, the Chinese government released their latest White Paper, ‘China’s
National Defence in 2008'. This paper is similar in many ways to the 2005 White
Paper, which is the principle policy document referred to in this Thesis. The newly

2 When referring to the Peoples Liberation Army (PLA) in this paper, | refer to the collective army as a
whole, which consists of traditional army units as well as Navy (PLAN) and an Air Force (PLAAF).



released White Paper contains the usual phrases found in previous White Papers, at
least since 1995. The phrases are intended to reassure readers that China’s rise in
all intents and purposes will remain peaceful; that despite China’s growing economic
and military capabilities, “China will never seek hegemony or engage in military
expansion now or in the future, no matter how developed it becomes.” Instead,
Beijing “will persist in pursuing the new security concept featuring mutual trust,
mutual benefit, equality and coordination, and advocating the settlement of
international disputes and hot-spot issues by peaceful means”. Regardless of its
military build up, “China pursues a national defence policy which is purely defensive
in nature”.* Beijing also attempts to reassure readers that “China attaches great
importance to military transparency and makes unremitting efforts to enhance military

transparency and promote mutual trust with other countries in the military sphere”.

The second section outlines China’s indigenous energy capabilities and discusses
China’s future energy needs. It illustrates why energy security is so important to

China’s leadership and how China'’s energy policy has influenced the world energy
market. This section closes with an examination of how and where China plans to

meet its energy needs.

The third section examines China’s current and developing military capabilities and
begins by broadly examining China’s current military position and defence spending.
It then explores some of China’s military thought and how that thought shapes both
its military modernisation efforts and China’s grand strategy. It then examines
military modernisation efforts with the assertion that China’s focused modernisation
effort supports a less obvious national strategic interest of achieving super power
status. The Thesis concludes by summarising the potential threat that China’s
military modernisation and security strategy present to the West and suggests
possible courses of action open to the United States to counter China’s growing

influence.

j http://www.gov.cn/english/official/2009-01/20/content_1210227.htm
Ibid



The methodology intended for achieving the aim is to review, analyse and interpret
available sources of information that argues China’s approach towards global energy
geopolitics, the transformation of the PLA into a modern military force and the efforts
aimed to gain the time necessary to accumulate sufficient forces capable of turning

the PRC into a major regional and then a world power.

China’s 2009 White Paper continues to assert that “peace and development remain
the principal theme of the times”, consistent with the 2006 ‘Peaceful Road to
Development’. The latest White Paper however warns that “global challenges are on
the increase, and new security threats keep emerging”. Among these challenges is
that the “struggle for strategic resources, strategic locations and strategic dominance
have intensified”. Further “hegemonism and power politics still exist, regional turmoil
keeps spilling over, hot spot issues are increasing, and local conflicts and war keep

emerging”.’

The ‘China’s National Defence in 2008’ describes the Asian-Pacific security situation
as stable but adds that there are many factors of uncertainty. These include the
repercussions from the global economic crisis and “conflicting claims over territorial
and maritime rights.” The paper also apportions blame on the US for some of these
problems, claiming that “the US has increased the strategic attention to and input in
the Asia-pacific region, further consolidating its military alliances, adjusting its military

deployment and enhancing its military capabilities”.®

The Chinese policy makers imply that China has little choice, but to continue to
modernize and transform it's military because “the influence of military security
factors in international relations is mounting” and the “international military
competition is becoming increasingly intense.” Also, “some powers (namely the US)
are realigning their security and military strategies, increasing their defence
investment, speeding up the transformation of armed forces, and developing
advanced military technology, weapons and equipment’ These comments are not
necessarily directed solely at the US. The White Paper also acknowledges other

% Ibid
® Ibid



“developing countries (i.e. India) are actively seeking to acquire advanced weapons

and equipment to increase their military power”.

In an Atlantic Monthly article, “How We Would Fight China,” Robert Kaplan predicts a
future conflict as the Chinese navy increasingly seeks to project power and control
the regions sea lanes. He warns, “Given the stakes, and given what history teaches
us about the conflicts that emerge when great powers all pursue legitimate interests,
the result is likely to be the defining military conflict of the twenty-first century; if not a
big war with China, then a series of Cold War-style standoffs that stretch out over

"8 As China attempts to check its internal unrest, deal with its

years and decades.
neighbours and stretch its political and economic power, the potential for conflict with
its neighbours to the South and to the East, namely India and Japan, and the US
appears to be on the increase. With the US being the world’s only superpower and
its hegemonic tendencies in the region, many political scientists argue that it's a

question of “when,” not “if” US-China relations sour.

There is little doubt that China is promoting a gradual build-up of modern, powerful
military capability aimed at developing a local capability to protect its own access to
global energy resources. This modernisation effort is the cornerstone of a strategy
that, according to Anatoly Klimenko,? places China’s military “at the service of the
state’s economic and political interests, the interest of increasing the states
aggregate power and enhancing the role and importance of the PRC initially on the
regional scale and then also on the global scale.”™® Additionally, the modernisation
effort is occurring in a deliberate manner, following a set pattern of reform
concentrating on the development of key asymmetric and high technology
capabilities that has the ability to deal with both near and long-term threats. History
has proven that the Chinese people have the determination, patience, and the
perseverance necessary to achieve long-term goals and objectives. The military

modernisation may reflect an expression from ancient Chinese statecraft —“tao guang

" Ibid

® Robert Kaplan, “How We Would Fight China,” The Atlantic Monthly, June 2005,
http://www.theatlantic.com/doc/prem/200506/kaplan

° Anatoly Klimenko, Lieutenant General (Reserves) is the leading researcher at the Russian Academy
of Sciences Institute for Far East Studies.




yang hui.” This expression is from China’s Warring States Era and when translated

means “Bide our time and build up our capabilities.”"

The implication for the United State’s, is that without a balanced approach to China’s
military development, combined with a thorough understanding of China’s quest for
energy, a strong possibility exists for conflict over access to energy resources. The
ultimate purpose of this study is to examine the connection between the demand for
energy and China’s military transformation and perhaps far more significantly, what

China would like the rest of the world to believe.

The journey towards possible conflict is amplified by China’s Mercantilist'? approach
towards global energy geopolitics, her deliberate transformation of the PLA into a
modern, highly capable Defence Force, and her well thought out and prepared long-
term efforts aimed at gaining the time necessary to build a force capable of
transforming the PRC into a major regional and then world power on equal footing
with the United States. The main reason behind this major modernisation effort is to
support China’s growing need for energy resources. History has shown that the
Chinese have the determination, patience, and perseverance necessary to prevail
over the long-term.” The challenge for US military planners and policy maker’s, is
that without a balanced approach to China’s military development combined with an
understanding of China’s need for global energy resources, there is a considerable

risk of future armed conflict over access to energy resources.

Before examining the specifics of China’s geopolitics and its military modernisation
efforts, it is important to understand the political backdrop against which these efforts
are occurring. This section begins by examining China’s official policy to develop into
a prosperous, powerful, and modern country. This policy is titled “China’s Peaceful
Development Road” This is followed by a discussion of the important role ancient
statecraft has on Chinese politics. The section closes by examining an alternative to

1 A F Klimenko. “The Evolution of China’s Military Policy and Military Doctrine* In Military Thought
gEast View Publications, 2005) Pg49

! www.britannica.com/ebc/article-9382341

'2 China’s mercantilist approach towards energy is defined as a desire to obtain equity oil rights
instead of relying on the free market to meet required demands. An equity oil right essentially means
China purchases the right to drill for and distribute oil directly from a third party, thus bypassing the
1rraacognised international oil market.

Ibid
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China’s officially sanctioned foreign policy that provides a more realistic outlook on

China’s overall grand strategy.

SECTION ONE
China’s Peaceful Development Road

China has successfully embarked on a road of peaceful development....Along this
road; the Chinese people are working hard to build China into a prosperous,

powerful, democratic, civilised and harmonious modern country...
China’s Peaceful Development Road

China’s Peaceful Development Road is a 2005 White Paper that establishes the
framework for China’s economic and developmental agenda to build a great nation.
The object of this policy is to demonstrate that China can develop and prosper in a
peaceful manner. The policy also suggests that China’'s economic growth will
provide additional international economic growth and prosperity. This White Paper is
China’s first attempt to provide a public presentation of the official Chinese strategy.’

The White Paper begins by stating that “peaceful development is a sincere hope and
unremitting pursuit of the Chinese people. Since the policies of reform and opening
up were introduced at the end of the 1970’s, China has successfully embarked on a
road of peaceful development ....along this road, the Chinese people are striving to
transform China into a prosperous, powerful, democratic, civilised and harmonious
modern country...”"® According to the Chinese, the road of peaceful development
links China’s domestic development to the outside world. They also believe that this
link is in the interests of both the Chinese people and the international community.
The prominent theme of the document is that China’s development will be “peaceful”.

'* The White Paper consists of five chapters: 1)Peaceful Development is the Inevitable Way for
China’s Modernisation; 2)Promoting World Peace and Development with China’s own Growth;
3)Developing by Relying on its Own Strength, Reform and Innovation; 4)Seeking Mutual Benefit and
Common Development with other Countries; and 5)Building a Harmonious World of Sustained Peace
and Common Prosperity.

'S “China’s Peaceful Development Road,” (Beijing: Information Office of the State Council of the
People’s Republic of China 2005), Section 1.
(http://www.china.org.cn/english/features/book/152684.htm).
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The White Paper continually emphasises this fact and goes so far as to say that it is
inevitable that China will follow a “peaceful” path as it develops into a prosperous and
modern country. The paper states three reasons why China’s development will
inevitably be peaceful; based on its national conditions, its historical and cultural

traditions, and on present world developments.

The paper also discusses China’s recent history and suggests that that it is also
inevitable that China will unswervingly persist to a peaceful road of development
based on its national conditions. Here the paper portrays China, since the mid-
nineteenth century as a humiliated country that needs to build itself up into an
independent and prosperous nation capable of providing for its own people. It states
that “During the 100 years following the Opium War in 1840, China suffered
humiliation and insult from the big powers”'® It goes on to say that because of this
humiliation “peace has become the assiduously sought goal of the Chinese people to
eliminate war, maintain peace, and build a country of independence and prosperity,

and a comfortable and happy life for the people.”"’

The second reason given in the White Paper is China’s peaceful culture and history
of non-aggression against other countries. The White Paper suggests that China’s
historical and cultural traditions prove that China’s development will be peaceful.
Here the paper portrays Zheng He, a famous Chinese naval explorer, as proof of
China’s peaceful intentions. In 1405 Zheng was dispatched by Chinese Emperor
Yongle of the Ming Dynasty to command the then largest fleet in the world which
consisted of 62 ships and nearly 30,000 men."® According to the White Paper,
Zheng and his fleet “made seven voyages to the ‘Western Seas’, reaching more than
30 countries and regions in Asia and Africa.”'® Each time Zheng embarked with
thousands of men and several thousands of tons of Chinese goods to trade. What
was special about Zheng’s voyages according to the paper, is the fact that what
Zheng “took to the places he visited were tea, chinaware, silk and technology, but
[he] did not attempt to occupy an inch of any other’s land. What he brought to the

"% Ibid

"7 Ibid

'® Christopher J. Pherson, String of Pearls: Meeting the Challenge of China’s Rising Power across the
Asian Littoral (Strategic Studies Institute, 2006), 1

"9 “China’s Peaceful Development Road,” Section1
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outside world was peace and civilisation, which fully reflects the good faith of the
ancient Chinese people...20 Here the paper emphasises that although Zheng had the
military ability to conquer foreign lands his mission was peaceful, focussing on trade
that is mutually beneficial to each party involved. The intention here is to
demonstrate that the “Chinese culture is a pacific culture” and that “the Chinese

nation has always been a peace-loving one”.*’

The third reason given, with regard to present world development, is the trend
towards globalisation. The White Paper suggests that today’s economic globalisation
has brought challenges, but more opportunities for world peace and economic
development. It also suggests that as long as countries are willing to work together,
gradually over many years, the goal of building a world of sustained peace and
common prosperity can be achieved. China’s role in this process is maintaining its
economic development, which creates “development opportunities and bigger

markets for the rest of the world.”??

These reasons for peaceful development prompt the assertion that with everything
going well for China and the rest of the world; “why wouldn’t China continue on a
peaceful development path?” The answer maybe summed up by the following quote
from the White Paper: “China cannot develop independently without the rest of the
world. Likewise the world needs China if it is to attain prosperity.”*> This White
Paper serves as the foundation of China’s strategic communication strategy to
demonstrate that China’s development not only poses no threat to the international

community, but that it is actually of benefit to the rest of the world.

In summary, The White Paper suggests that China’s security strategy is based on
economic integration with the rest of the world. China’s development and rise are
entirely peaceful and pose no threat. The theme of the White Paper is to illustrate

the remarks made by Zheng Bijian: %

2 |bid

2! bid

2 |bid

2 |bid

?4 Zheng Bijian was formally the Executive Vice President of the Party School of the CPC Central
Committee and is a long time adviser to China’s senior leadership. Quotation is from Zheng Bijian,
“China’s Rise Will Be Peaceful,” New Perspectives Quarterly 23, no. 1 (20086).
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We're totally different from Japan or Germany or the Soviet Union, whose rise
led to war. The reason that we can design and plan our way differently is
because we live in new times and conditions. As a nation, we also have
different goals and character. | just can’t see a major war happening in the
future now. To develop China, we realise we have to be part of the global
system, not subvert it with violence as Germany or Japan did. If we have
some differences, we'll use the way of reform negotiation and discussion.
That way we can develop our socialism with Chinese characteristics
independently, but without creating trouble for other countries. That'll realise
double benefits, with all winning and developing together.

China’s leaders are eager to show that they are taking a transparent, predictable,

long-term, and most importantly, a non-threatening approach in this effort.

So why does official Chinese policy emphasise “peaceful development” to such a
degree? One reason perhaps is that China’s leaders are concerned that foreign
leaders, particularly those in the West are reluctant to welcome China’s rise in world
affairs and would prefer to delay or obstruct its progress. This view is indicative of
similar struggles that China has faced throughout its history. One specific historical
example is China’s Warring States Era, where rising states consistently faced a
violent hegemonic leader. Although the Warring State Era was an inter-state conflict
within China, when considered in the context of today’'s modern environment, many
feel that China’s rise today involves a similar relationship with the West, which
reminds China’s leaders “never to forget the eternal verities of geopolitics and worst
case scenarios.”® This deep rooted historical belief in worst case scenarios and in
dealing with a hegemon has now become a critical component of Chinese strategic
thought.

% Michael Pillsbury, China Debates the Future Security Environment (Washington. DC:National
Defence University Press, 2000), 21
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Relevance of Ancient Chinese Statecraft

Commentators seem to agree that ancient Statecraft, particularly Statecraft from the
Warring States Era in Chinese history, has an important influence on Chinese foreign
policy. Lessons learned from this ancient statecraft have been used by Chinese
leaders since the 1970’s. Deng Xiaoping, one of the most powerful Chinese leaders
since Mao Zedong and the major political force in China during the late 1970’s and
throughout the 1980’s, advocated a strategy of “tao guang yang hui.” Translated, this
means ‘Hide brightness, nourish obscurity,” or, as the official Beijing interpretation
translates, “Bide our time and build up our capabilities.” ?® Today, as in the past, this

strategy applies to dealing with a powerful hegemon.

Deng Xiaoping believed in this strategy because he felt that “China at present is too
poor and weak and must avoid being dragged into local wars, conflicts about spheres
of influence, or struggles over natural resources.” Deng suggested that China should
“yield on small issues with long term in mind.”?” The fact that Deng Xiaoping
specifically emphasises the “long term” is important. It is no accident that Deng
Xiaoping advocates a long-term strategic outlook for China. Again, an illustration

from statecraft of the Warring States Era is particularly relevant:

Warring States that rose too fast suffered attack, dismemberment, and even
complete extinction. In the final phase of the Warring States Era, as every
literate Chinese knows, a brilliant strategist formed a coalition that stood for

several decades against the predatory hegemon...?®

By employing a long-term strategy, China believes it can avoid provoking the West in
the short-term and slowly, methodically, and systematically build its economy and
transform its military capability to emerge at a future date when the West can no

longer do anything about it.

% |t was under the tutelage of Deng Xiaoping that China’s economy began to blossom into the thriving
economy that we see today. He was the main architect behind China adopting many of its free market
properties while still firmly keeping the Chinese Communist Party in control of the central government.
The translation of this ancient idiom comes from Pillsbury’s book China Debates the Future Security
Environment.

*7 Pillsbury, 32

% Ibid.
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Deng’s influence continues today in the words of Liu Jinghua of the Chinese
Academy of Social Sciences who states: “At present, it is wise to tao guang yang hui
(conceal abilities and bide time), in order to eliminate the China Threat Theory. Li
Peng, former Premier of the Peoples Republic of China stated “It will take more than
30 years for China to achieve modernisation. Therefore the China Threat Theory is
not an objective view. It was spread by anti-China forces in Western countries with
ulterior motives to contain China.”?® Li Peng further states that “China will never
practice hegemonism nor seek any spheres of influence. Even when it gets stronger
in the future, it will, as always, maintain friendly relations with other countries.” These
statements provide a clear example that some in China’s highest leadership support

using the element of time to China’s advantage.

Another important premise for the statecraft of the Warring States Era that has

influenced Chinese strategic thought is known as “sha shou jian.”

This expression portrays a concept of “victory in warfare through possession of
secret weapons that strike the enemy’s most vulnerable point (called an acupuncture
point), at precisely the decisive moment.”*® This concept has had a large impact on
China’s military modernisation efforts. This strategy has emphasised the need for
the development of asymmetric and anti-access military capabilities. This will be

discussed in more detail later in this paper.

No discussion on Chinese ancient statecraft would be complete without consideration
to the work of the Chinese Strategist, Sun Tzu, who is believed to have lived during
the Warring States Period. Writings by Sawyer and Johnston provide a good insight
into the strategic concepts of Sun Tzu's Art of War and how they agree with and
oppose the concepts in China’s 2005 White Paper, ‘China’s Peaceful Development
Road’. Sun Tzu’s Art of War is primarily a discussion about warfare, and how it
should be conducted to ensure the survival of a state. According to Sun Tzu,
“Warfare is the greatest affair of the state, the basis of life and death, the Way (Tao)

291 Peng on Domestic, International Affairs, “Beijing Xinhua Domestic Service, January 2, 1996, in
FBIS-CHI-96-002, January 3, 1996

% The importance of the expression sha shou jian can be seen in its continued usage over time, both
originally in traditional Chinese novels and ancient statecraft texts, as well as today in the daily military
newspaper. The term captures the concept of how asymmetric technology can win a war. Source:
Pillsbury’'s China Debates the Future Security Environment.
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to survival or extinction.”' Johnston states that “warfare is a common enough human
experience that preparations for warfare, as well as the ability to conduct war
successfully, are critical determinants of the state’s survival.”*? These statements
demonstrate the need for a capable military force, which matches the same national
objective in ‘China’s Peaceful Development Road’. Sun Tzu's Art of War also
identifies the need for adequate resources to properly conduct warfare. Sun Tzu
said, “One who excels in employing the military does not conscript the people twice
or transport provisions a third time. If you obtain your equipment from within the
state and rely on seizing provisions from the enemy, then the army foodstuffs will be
sufficient.”® This passage indicates that people and provisions are both important
resources, and a State that excels at warfare will ensure that people and provisions
are not exhausted. Sawyer takes the position that according to Sun Tzu, “The focus
on all grand strategy must be the development of a prosperous, contented populace
whose willing allegiance to the ruler is unquestioned.”* A prosperous, contented
population is more apt to support the government with adequate manpower and
provisions to conduct warfare. Fostering prosperity is also consistent with the
national objective of economic development in ‘China’s Peaceful Development
Road.’

Sun Tzu’s Art of War identified one national policy that is in agreement with ‘China’s
Peaceful Development Road’: use peace first. Sun Tzu said, “attaining one hundred
victories in one hundred battles is not the pinnacle of excellence. Subjugating the
enemy’s army without fighting is the true pinnacle of excellence. Thus the highest
realization of warfare is to attack the enemy’s plans, next is to attack their alliances,
next to attack their army, and the lowest is to attack their fortifies cities.”® This
passage establishes a hierarchy of methods for achieving victory over opponents.
The highest most preferred course of action is to win without fighting, and below that
course of action are the less desirable military actions. According to Sawyer’s

%" Joseph Needham, Science and Civilisation in China, vol.1 (Cambridge: Cambridge University Press,
1975), 105, 107.

% Charles O. Hucker, China’s Imperial Past: An introduction to Chinese History and Culture (Stanford:
Stanford University Press, 1975), 125

% Joseph Needham, Science and Civilisation in China, vol.1 (Cambridge: Cambridge university Press,
1975), 107

¥ Ralph D. Sawyer, trans. The Seven Military classics of Ancient China (Boulder: Westview Press,
1993), 305-306
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interpretation, “The primary objective should be to subjugate other states without
actually engaging in armed combat, thereby realizing the ideal of complete victory.
Whenever possible this should be achieved through diplomatic coercion, thwarting
the enemy’s plans and alliances, and frustrating its strategy. The government should
resort to armed combat only if the enemy threatens the state with military action or

refuses to acquiesce without being forced into submission through warfare.”*®

That said, Johnston has a different interpretation. Johnston acknowledges that the
above passage from Sun Tzu is usually interpreted as a “nonviolent stratagem”, but
he points out that “one confounding problem is that Sun Tzu does not explicitly
elaborate the meaning of ‘attacking the enemy’s strategy (plans)’ and ‘attacking the
enemy’s alliances’.”®” Based on his analysis, Johnston argues that the term
“attacking” can include the use of military force as well as the use of diplomatic
means. He concludes that, “diplomatic actions and non violent political stratagem
are only indirectly connected to the defeat of an adversary or the achievement of
state security. The resolution...ultimately takes place within the context of applied
violence.”® Despite the differences in interpretation, Sawyer and a majority of other
scholars (acknowledged by Johnston)*® believe that Sun Tzu advocates using
peaceful means before using military force. Therefore, the use of peaceful means
first will be considered a national policy on which Sun Tzu and ‘China’s Peaceful

Development Road’ is consistent.

Sun Tzu’s Art of War identifies one policy that contradicts ‘China’s Peaceful
Development Road’, and that policy concerns the use of alliances. Sun Tzu indirectly
supports the establishment of alliances as demonstrated by the following excerpts.
Sun Tzu said: “one who does not know the plans of the feudal lords cannot prepare
alliances beforehand.”*° “On focal terrain unite and form alliances {with nearby feudal
lords}.”" Johnston explains the meaning of “focal terrain” as the “hub of primary

** bid. 292

% bid. 294

*" Ibid. 298

% |bid. 287

% Alastair Johnston, Cultural Realism: Strategic Culture and Grand Strategy in Chinese History
SPrinceton University Press, 1995), 84.

% Ralph D. Sawyer. 305-306

! Ibid. 288
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communications and transportation routes. It is thus strategically vital and the object
of attention from many states. Thus if one governs or simply occupies focal terrain,

the potential number of enemies is overwhelming. Under these conditions, it is best,
argues Sun Tzu, to establish close and friendly relations with other states.”?
Though not directly stated, Sun Tzu's comments and Johnston’s explanation

demonstrate that alliances are important tools in warfare and State survival.

Finally, Sun Tzu's Art of War addresses one other policy found in ‘China’s Peaceful
Development Road’ a defensive military strategy, but Sun Tzu does not clearly show
a preference between such a defensive strategy or an offensive strategy. Instead,
Sun Tzu appears to instruct that the situation determines which strategy is the best
choice. “One who cannot be victorious assumes a defensive posture; one who can
be victorious attacks.”*® Sun Tzu also describes a combination of offensive and
defensive strategies to achieve success. “Those who excel at defence bury
themselves away below the lowest depths of Earth. Those who excel at offence
move from above the greatest heights of Heaven. Thus they are able to preserve
themselves and attain complete victory.”** Defence is used to preserve, and offence

is used to attain victory.

It is difficult to determine if Sun Tzu is talking about a national military strategy or
battlefield operations. However, Johnston implies that Sun Tzu’s guidance applies to
both the national strategy and the battlefield. “For Sun Tzu defence and offence,
whether at the grand strategic or operational levels of strategy, are dialectically
linked.”** Based on this statement and the fact that Sun Tzu considers warfare to be
a national consideration (“the greatest affair of the state”), Sun Tzu’s instructions
about offensive and defensive actions will be considered applicable to national

strategy.

2 Alastair Johnston. 86
“* Ralph D. Sawyer. 313
“ Ibid. 312

“ |bid 312-313
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If a state is relatively weak and has no significant external threats, then a defensive
strategy is preferred. According to Sun Tzu, “One who cannot be victorious assumes
a defensive posture...In these circumstances by assuming a defensive posture,
strength will be more than adequate, whereas in offensive actions it would be
inadequate.”® He also says, “If it is not advantageous, do not move. If objectives
cannot be attained, do not employ the army. Unless endangered do not engage in
warfare.”” Conversely if the state is strong enough and needs resources, then
offensive action is preferred. Sun Tzu advocates the seizure of enemy resources as
a means to support the army and minimize the economic drain of the state. He
stated, “the general will concentrate on securing provisions from the enemy. One
bushel of the enemy’s foodstuffs is worth twenty of ours, one picul of fodder is worth
twenty of ours.”® As a result of Sun Tzu’s conditional support for both offensive and
defensive strategies, a “?” is placed after “defensive military strategy’ on the chart

below:

The strategic concepts within Sun Tzu’s Art of War that agree with and oppose the
concepts in China’s Peaceful Development Road are listed below. The policy of
encouraging relationships is enclosed by brackets because it opposes the policy in
China’s 2005 White paper:

Objectives:

Capable Military
Economic Development

Policies:

Peaceful means First
[Encourage Alliances]
Defensive Military Strategy

“ Ibid. 311
7 Joseph Needham. 122
“® Ralph D. Sawyer. 311
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There are similarities and differences with the strategic setting and strategic concepts
applicable to ‘China’s Peaceful Development Road’ Although Sun Tzu's Art of War is
not associated with any particular state during the Warring States periods, none of
the states existing then had the same geographical problems that China faces today.
Agriculture was still the primary source of economic wealth, and internationally, the
consistent warfare between ancient Chinese states significantly differs from the
relatively stable international relations enjoyed by the China of today. Despite these
differences, most of the strategic concepts that were examined are consistent with

related concepts in ‘China’s Peaceful Development Road’.

It is clear that the principles of ancient statecraft form part of the framework used by
China'’s political and military leaders to develop Chinese strategy. It is therefore
difficult to compare less than peaceful ancient themes with China'’s official declaration
of peaceful economic growth and integration with the world community. It is
suggested that these ancient guiding principles are actually representative of a
broader “hidden agenda” aligned to China'’s official peaceful rise strategy, focussed
gradual military modernisation and transformation to challenge a hegemon. The
realisation of these two strategies will over time enable China to emerge as the
dominant regional player in Asia and, in time, become a peer competitor with the
West.

Hegemony defined

As defined by Robert Gilpin, a hegemonic state is a single powerful state that
controls or dominates lesser states in the system.** Hegemonic tendencies of a
rising state are to assert itself in a way to control or dominate other states. It is more
difficult to apply the “hegemonic tendency test” in practice, because the terms
“powerful,” “rising”, “control”, “dominate”, and “system” are difficult concepts in
themselves. How powerful must a state be in order to be considered a rising power
or a power capable of displaying hegemonic tendencies? What actions constitute
control and domination of other states? What does “system” actually mean and

encompass? This section lists some prerequisites for a state to be considered a
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rising power and provides signs that indicate domination of other states. It also
defines the scope of the system the rising state must dominate in order to be
considered hegemonic.

While any state with an aim to dominate the world can be considered as possessing
hegemonic tendencies, this definition is not particularly helpful as it does not address
the ability of the state to achieve those aims. Therefore, one of the most
fundamental pre-requisites for a rising state is to possess substantial power. In
addition, the state must also possess the means to continue accumulating that power

at a rate faster than most, if not all, other states competing with it.*

While power before the modern age refers mainly to military power which lends itself
as the primary means to dominate other states, this may not be entirely the case
today. Instruments of power now include economic, diplomatic, and informational.
The thinking of Chinese scholars on power fits this mould. These scholars invented
the concept of Comprehensive National Power (CNP) or zonghe guoli which refers to
the overall conditions and strengths of a country in numerous areas, such as natural
resources, science and technology, government and foreign affairs capability,
domestic economy, military affairs and social development as examples.” lItis
therefore considered that economic power is a significant strength which all other
instruments of power are based. Even in agrarian societies, the wealth and power of
states rested on the exploitation of peasant and slave agriculture as well as imperial
tribute.®® Treasure was needed to maintain of followers, bodyguards, armies,
mercenaries, and officials. Although the amount of taxable surplus depended on the
extent of territorial control, which in turn was a function of military power; history has
shown that the downfall of an empire usually began with an inability to support its
commitments in maintaining its empire.53 In modern times, economic power has
become even more vital. The growing cost of war due to the rising cost of material
and technology means that states that are militarily strong must also be economically

“9 Robert Gilpin, The Origin and Prevention of Major Wars, edited by Robert | Rotberg and Theodore
5KO. Rabb. Cambridge University Press, 1988. Pg 15-39.

Ibid
51 Pillsbury, Michael, China Debates the Future Security Environment, Washington DC, National
Defence University Press, 2000.
%2 Gilpin, 15-35
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strong. The significant improvements in science and technology that drive
productivity, the emergence of a world market economy, and capitalism as an
economic system have rapidly increased the pace at which a state accumulates

wealth. Economic power is therefore hard and real.

It is fair to suggest therefore that rising powers should have a large GDP. More
importantly, the GDP should grow at a rate that can surpass or at least match that of
the existing hegemon. The underlying source of economic strength relies on its
access to resources, ability to convert resources to products, and finally access to
markets. Access to resources includes natural resources such as energy, minerals,
and metals. Many hegemonic wars have been fought in the name of securing a
stable resource base. Notable examples include the Japanese invasion of
Manchuria and the German advance into Russia to secure vital oil and steel
resources. Industrial production and services are both important means with which a
state could improve its wellbeing and acquire the resources and products it needs

from other states.

Achieving hegemony requires a state to possess a high level of access to resources
and markets. The state should have its own internal markets that it can depend on.
Alternatively, it should have access into global markets, although these need to be
secured. In today’s global system of free trade, the freedom to buy and sell is taken
for granted. The ability to buy and sell, which implies that products and services of
the rising state are competitive and desirable is now a crucial factor in developing
wealth. Nevertheless, access does become important should the global system
revert to a restricted one that favours preferential tariffs and exclusions, as would be

the case during war-time.

% |bid
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Military power remains critical in securing the conditions by which the state can
accumulate wealth. It secures the environment so that trade can flow. As Robert

Gilpin puts it:

Unfortunately, the growth of economic interdependence and mutual gain has
not eliminated competition and distrust among nations. Trade has not always
proved to be a force for peace. On the contrary, with increasing
interdependence, nations have become more apprehensive about the loss of
autonomy and such matters as access to foreign markets, security for sources
of raw material, and the associated costs for interdependence. Economic
nationalism has never been far below the surface, and in this century (20"
century) the breakdown of the international economy in response to

nationalism has been a contributing factor to conflict.>

Measures for determining military power include defence budgets, possession of
nuclear and other weapons of mass destruction, and power projection capabilities.
Power projection includes aircraft carriers, transport planes, and intercontinental
ballistic missiles. The strength of a states military power reflects the territories it
wants to dominate and the extent to which it wants to dominate. Therefore, military
power, in addition to being a prerequisite for a hegemon, is also a helpful indicator of

states hegemonic tendencies.*®

Diplomatic power is underpinned by economic and military power. Diplomatic power
is closely related to the idea of prestige. It refers primarily to the perceptions of other
states with respect to a states capacity and its ability and willingness to exercise its
power.”® With modern international institutions, diplomatic power works through new
mechanisms such as UN veto power, treaties, and participation in regional
organisations. However, the persuasive effect of diplomatic power is still largely
dependent on military and economic strength. The failure to obtain a UN Security
Council resolution did not stop the United States from invading Irag. Diplomatic

* Ibid
%5 |bid
% |bid
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efforts that persuaded North Korea to abandon its nuclear program in 2008 could

also arguably be attributed to recognition of American power.

There has also been a common tendency for hegemons or rising powers to possess
a form of cultural superiority over other nations. The hegemon'’s belief that their
culture is exceptional and worthy of being exported to other nations is clearly evident
in history. Even the Germans in World War Two believed that they were a great
empire, seeking to cleanse the world of less worthy races. Japan also believed that
its mission was to be the leading force in Asia. In the words of Tokutomi Soho in
1945, Japans destiny was to “extend the blessings of political organisation
throughout the rest of East Asia and the South Pacific, just as the Romans had once
done for Europe and the Mediterranean” (Pyle 1969,181). In many Hollywood
movies set in different countries, the American way of life is often portrayed as being
superior to older, more traditional ways. A sense of cultural superiority is therefore

another possible indication of hegemonic tendency.

Having discussed the power pre-requisites for a rising state, we now look at “control”
and ‘domination”. A rising power with hegemonic tendencies exhibits a desire to
“control” or “dominate” other states to shape the circumstances in favour of its
interests or foreign policy. The most visible form of domination is the use of military
force to secure territory. Even without physical invasion, the threat of force to further
specific interests also constitutes domination. Besides the persuasive effects of
military force, the hegemon can also underwrite the security of other states. In this
case, the hegemonic signs are also present as the underwriting state is obviously
able to exert substantial control, whether or not it actually makes any particular
demands. Using this definition, the United States, which underwrites the security of
many of its allies including NATO countries, Korea, Japan, and its protectorates, and
has a military presence in the Persian Gulf, easily passes the hegemony control test
even though most of these territories are independent, sovereign states.
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In the economic realm, the application of sanctions and tariffs can be considered
attempts to control and dominate. However, the application of economic
considerations to induce favourable behaviour, such as foreign aid or preferential
trade status, is more difficult to determine. While such policies do influence state
actions, the state is usually free to choose or action to take. Therefore, economic
incentives do not constitute controlling or dominating behaviour, unless the
withdrawal of these incentives results in a significant detriment to the state. In that
case, the accepting state is actually under control as it has no real alternatives other

than to accept the economic benefits.

The same applies for diplomatic power. Coercive diplomatic actions demonstrate
attempts to control, as do diplomatic incentives that constitute the only viable course

of action for the receiving state.

There is one important point that should be clarified. Hegemonic tendencies imply
the proactive seeking of hegemony before the state has achieved hegemony. My
use of this terminology precludes the necessity to control or dominate other states
once it becomes the most powerful state in the system by virtue of peaceful growth.
For example, while the US became a hegemon, it can be argued that it did not have
hegemonic tendencies as it was isolationist for most of the nineteenth and early
twentieth centuries. It did not seek to dominate and control other states in a bid to

consolidate its power and pursue hegemony. It happened naturally.

Besides possessing the power to control and the ability to use that power to
dominate, there is also a need to consider the reach of its influence. A state that has
power and is willing to control its immediate surroundings is not necessarily
hegemonic because its influence might be too limited. Hegemons generally
dominate a large expanse of terrain. Hegemons will therefore often compete with
other rising powers to secure that domination.’” The scope of the hegemon’s
influence depends largely on the state of the world at the time of the hegemons
existence. For example, the British once extended its control to the Americas and

Asia. In the 21% century a hegemonic system encompasses the entire world.

7 Ibid
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Although it is possible to consider a regional hegemony, the term is less relevant in
this context in the face of a global hegemon, the United States, whose influence is
felt throughout the world and especially in the Asia Pacific region. Therefore, a rising
power aspiring to be a hegemon must desire to replace the existing one (United

States) and likewise exert its influence throughout the world.

In summary, a hegemonic state must meet three pre requisites. First, it must have
the greatest amass of power of all competing states and be capable of influencing
other states. Second, its intentions and actions must demonstrate control or
domination of lesser states. Thirdly, the scope of this influence must cover the global
system as the state knows it. For a rising power with hegemonic tendencies, the
same criteria can be applied but with some considerations. The rising state need not
necessarily hold the greatest amount of power nor be able to extend its influence
through the entire global system, as long as it has an increasing potential to acquire
more power, with the real possibility of surpassing the existing hegemon.
Nevertheless, a rising power needs to demonstrate a propensity to assert itself so as
to control or dominate other states in order to be construed as possessing

hegemonic tendencies.
A Hidden Agenda?

The possibility of the existence of a “hidden agenda” is difficult to examine from a
Chinese perspective. Unlike the West where academics and policy-makers routinely
debate, analyse and often openly criticise government policy, such action is almost
unheard of in China. This makes it difficult to critically examine official foreign policy
from anything but an outside point of view. As Pillsbury states, “In contrast to
widespread Western interest and writing about the consequences of the rise of
China, this subject cannot be addressed by Chinese analysts beyond certain
boilerplate phrases used by senior leaders. There is no discussion of alternative
scenarios about the rise of China as a great power. Analysts only repeat that China
will never be a superpower, never seek hegemony, and will always be a force for
peace and stability”. A comprehensive academic examination of China’s future role
as a world power is simply not available in an open forum and the topic of China’s
“rise” as a military power is simply avoided. Instead, challenges are emphasised and
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“China’s leaders repeatedly warn that no one should be worried about China as a

rising military power.”®®

One prominent foreign analyst who has studied extensively on this subject is
Lieutenant General Anatoly Klimenko, a leading researcher at the Russian Academy
of Sciences Institute for Far Eastern Studies. He states that Beijing’s military and
political line is, on the whole, entirely predictable and orientated toward winning time
to gather strength and, in the long run, transform China into a full-fledged global
centre of power, comparable to the United States and the European Union in its
might and influence in the world. He further states that “under today’s conditions,
geostrategic goals are not achieved in open armed conflict; rather, they can be
reached in the labyrinthine and decades-long political combinations and operations

"% With a similar view,

that are characteristic of traditional Chinese political thought.
Avery Goldstein, a senior fellow at the Foreign Policy Research Institute, argues that
China’s peaceful development strategy “aims to engineer China'’s rise to great power
status within the constraints of a unipolar international system that the United States
dominates.”® He states that China is fully aware of the international constraints and
context that it must operate in as it pursues its quest for great power status.
Goldstein sees China’s “peaceful rise” strategy as the means to sustain the
“conditions necessary for continuing China’s program of economic and military
modernisation as well as to mitigate the risk that other, most importantly the peerless
United States, will view the ongoing increase in China’s capabilities as an acceptably

dangerous threat that must be parried or perhaps even forestalled.”"

This would suggest that China must position herself and its Peaceful Development
Road in such a way as to minimise potential conflict with the West. The Chinese
have no desire to enter into open conflict with the West, a fight that for the time-being
they cannot possibly win. To this end, Beijing has adopted an outwardly peaceful,

albeit transitional, strategy designed to portray China as a responsible non-

%8 Pillsbury’s China Debates the Future Security Environment.

% Anatoly Klimenko, “On the Evolution of China’s Military Policy and Military Strategy, “Far Eastern
Affairs 32, no 2 (2004):40
% Avery Goldstein, Rising to the Challenge: China’s Grand Strategy and International Security. (Palo
Gﬁ;lto, CA: Stanford University Press, 2005), 12
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threatening member of the International Community. This outlook however (in the
authors view) in no way reduces Beijing’s ultimate aim to emerge as a great power in

later times.

Having established the possibility that China has a long-term “hidden agenda” to
emerge as a great power, the upcoming sections of the paper will examine the critical
components that can make this strategy a reality energy security and a modern and

capable military force.
China’s Energy Sector

Energy security plays a critical role in China'’s foreign policy and the need for energy
security influences many of China’s political, diplomatic, military, and economic
decisions. The US-China Economic and Security Review Commission reports that
‘China’s energy security policy has three main objectives: to secure an adequate
energy supply to meet industrial, residential, and transportation needs.”? This
section of the paper aims to examine in greater detail the effects that China’s energy
security policy has on domestic political concerns, international energy geopolitics,
and military modernisation. Before examining these areas, a brief overview of

China’s energy sector will be presented to set the scene for follow on discussion.

China’s primary sources of energy are coal and oil, natural gas, nuclear power and
hydro-electric power. Coal is China’s main fuel source and satisfies nearly 70
percent of China’'s energy needs. Oil is the second largest component of China’s
energy sector and accounts for nearly 25 percent of China’s total energy needs.®®
The remainder of China’s energy requirements are met by natural gas, which
accounts for approximately three percent of China’s total energy needs and a
combination of hydro-electric, nuclear, and renewable power sources which account
for the remaining two percent. Why this breakdown of China’s energy sector is

relevant to the greater issue of energy security will now be examined.

62 4yS-China Economic and Security Review Commission,”(US Government Printing Office, 2006), 96
® Bernard D. Cole, “oil for the Lamps of China — Beijing’s 21® — Century Search for Energy,” McNair
Papers (Washington, DC: National Defence University, 2003), 15.
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Although China has proven reserves of both coal and oil, these resources are not
evenly distributed among China’s industrialised regions. Many of China'’s energy
resources are located in the West, North, Central and North-West parts of the country
while most of the energy consumption occurs in the more industrialised areas located
in the eastern and coastal regions of China. This uneven distribution of resources is
further exacerbated by a lack of supporting infrastructure that can economically
deliver these domestic energy resources to the regions that need them the most.

This lack of infrastructure, coupled with China’s strong economic growth and
increasing need for energy, has led to the outstripping of China’s domestic energy

supplies.

Beijing has been working hard to address the supply-demand gap issue through both
infrastructure investments and by trying to increase the efficiency of existing systems.
However, the much needed infrastructure improvements require substantial capital
investment, which particularly in the short-term, have proven to be less cost effective
than just importing energy. Beijing has also incurred several restructurings of the
state run oil industry to make it more competitive and efficient. However, most
analysts seem to agree, that this restructuring is “unlikely to result in any significant
increase in oil production in the near future.”® Others note the decline since 2000 in
the efficiency of energy use per incremental dollar of Gross Domestic Product
(GDP).®® Such inefficiencies will only extenuate the existing supply-demand gap
problem that China faces. Meanwhile, China’s demand for oil and oil imports

continues to grow almost unchecked.

In addition to the growing supply-demand gap problem caused by a lack of
infrastructure and lack of energy efficiency, China’s heavy reliance on large and
inefficient coal-burning technologies as its primary energy source is causing a major
pollution problem. This has forced Beijing to seek more energy efficient oil and gas
based manufacturing as China’s industrial base continues to grow and mature.®®

Such a focus places a growing demand on China’s domestic oil and natural gas

% Heinrich Kreft, “China’s Quest for Energy, “Policy Review, no. 139 (2006)

® Kenneth Lieberthal and Mikkal Herberg, “China’s Search for Energy Security: Implications for US
Policy, “NBR Analysis Volume 17 Number 1 (2006):11.

% World Energy Outlook, 239
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production capabilities, that cannot keep up with the growing demand, further

extenuating the existing supply-demand gap.

So far the main means of addressing this gap has been to import oil, but natural gas
imports are expected to enter into the equation in the very near future. The
importance that China’s leadership has placed on addressing this supply-demand

gap problem is the basis for the next section of this paper.
Why Energy is crucial to China’s Leadership?

Securing a steady energy supply is the top priority for China, it has everything to do

with national security.

Jin Riguang®
Beginning with Deng Xiaoa's rise to power in the late 1970’s, the Chinese
Communist party has survived by consistently delivering sustained economic growth
and by leveraging its economic power to attain greater international exposure.
Sustaining China’s economic growth largely depends on how well China’s
Communist party succeeds in providing for the country’s increasing energy
requirements. Until the early 1990’s this did not pose a problem for China’s
leadership as they were self sufficient in supplying their own energy needs from
within China. However, from 1992 China became a net importer of oil and their

demand for oil has steadily increased every year since.

In the short term, it has been relatively easy to cover domestic oil production
shortfalls via imports. However, in the future, as competition for the worlds limited
supplies of oil increases, meeting growing domestic needs via imports is likely to
become more difficult and more expensive. It is estimated that today, only 15 years
after beginning to import oil, China imports nearly 40% of its oil. China imported
178.8 million tons of crude oil in 2008, equivalent to an average of 3.5 million bpd,
11% more than in 2007.%% By 2030, the International Energy Agency (IEA) forecasts
that China could import up to 11 million bpd, representing 80% of its total oil

" Allen T. Cheng and Wing-Gar Cheng, “Ahmadinejad Makes Iran Focus of China Security Summit
t()UpdateZ)” in Bloomberg.com(2006). Jim Riguang is an energy adviser to the Chinese government.
® www.chinadaily.co.cn/china/2008-07/10/content-6835808htm
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t.°9 According to one analyst, the demand for oil over the next generation

requiremen
will place “Beijing in a difficult position...[because] its growth and legitimacy depend
squarely on the supply of a fuel source controlled in the main by regimes that are
unstable, unfriendly, or in the sphere of influence of its strategic competitor, the

United States.””®

China will most likely need to import other energy sources such as natural gas in the
coming years. As China attempts to diversify its fuel energy sources, the overall
consumption of natural gas is expected to increase dramatically. Although China
currently has a surplus in natural gas production, IEA estimates indicate that by 2010
China will become a net importer of natural gas and that by 2030 it will rely on foreign
imports for nearly 27% of its natural gas needs.”’ The most likely provider of
exportable natural gas is expected to be the Middle East, forcing China into

competition with other nations of the world for access.

China’s “increasing dependence on fuel imports has generated among the nations
leaders a sense of insecurity and concern that an interruption of fuel supplies or
unforeseeable price rises could put the brakes on [economic growth]. Any slowdown
might lead, it fears, to social unrest, which could in turn undermine its own power as
well as Communist Party control.””? As an aside but perhaps relevant is the passage
in China’s Defence in 2008 that stipulates that it is Beijing’s intent to “strengthen
ideological and political work” to ensure that the PLA respects “the (Communist)

Party’s absolute leadership over the armed forces.

With their own political existence at stake, it is easy to understand why energy
security is important to China’s leadership. This importance provides the backdrop
for examining the various approaches and steps China is taking to address its energy

security needs.

69

Kreft:63.
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Securing Energy Supplies

Unlike the West, which relies on free market access to energy, China seeks more of
a direct control to guarantee access to energy resources. Beijing’s effort to secure
adequate supplies of energy is focused on both a domestic approach as well as an
international approach. The domestic approach focuses on opportunities to reduce
the reliance on foreign petroleum supplies. The aim is to increase efficiency and
maximise the utilisation of indigenous energy sources located both on and off shore.
Another effort in this area involves the creation of a national strategic energy
stockpile. These activities generally do not draw too much international scrutiny as
they are mostly internal Chinese efforts which studies indicate, as mentioned earlier,

are unlikely to impact China’s over-all supply-demand gap.

One notable exception however, which does draw considerable international
attention, is China’s pursuit of offshore energy resources. This particular subject has
become quite contentious as most of China’s efforts involve claims of control for oil in
the South China Sea which many countries including China lay claim to. The

Sprately Islands is a good example.

The external approach is related to China’s growing unease over its increasing
reliance on foreign supplies to meet its energy needs. China’s primary approach to
this problem has been focussed on securing equity oil rights (i.e. directly controlling
production capability and access to the oil) abroad, an approach seen by many as
mercantilist.”® Chinese oil companies are also seeking ways to assure a reliable,
uninterrupted supply as much as possible. China has adopted this mercantilist
approach towards energy supplies because it fears establishing a reliance on the
worlds free market, which it feels is totally dominated by the West. “With its own
security at stake, it [China] views state ownership of energy assets, i.e. production of
its own reserves and purchasing oil at the wellhead, as more secure than reliance on
the world market for trade oil.”” China’s apparent willingness to adopt an approach
that is so fundamentally at odds with “the concept of energy security to which the

”® An interesting comparison may be drawn between present-day China and Great Britain just a
century ago, a world power completely dependent on imports for petroleum. This dependence led
Britain into imperialist ventures to secure such resources, notable in Mesopotamia and Central Asia.
From Oil for the Lamps of China by Bernard Cole.

74 “US-China Economic and Security Review Commission,”96
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United States adheres: participation in and dependence on the international market
and diversification of resources” show how important this issue is to China. °
China’s leadership views this as an integrated and multi-part problem where secure
access to foreign oil resources is a requirement for continued economic growth;
economic growth in turn serves as the foundation of China’s domestic stability;
domestic stability in turn is deemed necessary for the continued survival of the
Chinese Communist regime. The next section examines Beijing’s mercantilist

approach to energy security.
The Global Search for Oil

Since the mid 1990’s when it became a net importer of energy, China began a global
campaign in search of energy supplies. The campaign includes both domestic efforts
and direct dialogue with foreign nations. This carefully managed campaign has
resulted in formal energy relations “all across the Middle East, Southeast Asia,
Russia, Central Asia, Africa and Latin America.””® In building these relationships,
China has shown it is equally willing to purchase from countries that have traditionally
been under the United States sphere of influence, deal with some of the United
States’ strongest allies, as well as deal with nations the United States and many

other countries consider rogue regimes.

’® 1bid
® Cole,16.
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Figure1. China’s crude oil imports (Source: David Zweig and Bi Jianhai. “China’s Global Hunt for
Energy”, Foreign Affairs, no 5 2005: 28)
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China’s expanding effort into Latin America is an example of their willingness to deal
with countries traditionally under the United States’ sphere of influence. China has
poured nearly half a billion dollars in direct investment into Latin America over the
past decade, with significant effort placed on building relationships with Brazil,
Argentina and Venezuela.”” In 2004, Beijing began negotiations with the Canadian
government, expressing an interest in funding a development of Alberta’s massive oil
sands deposits as well as its natural gas sector.”® China has also expressed an
interest in investing in the development of a nearly two billion dollar oil pipeline to
carry oil to Canada’s western coast for shipment to China. China has also made
significant inroads in turning around its relations with Australia, one of America’s
strongest allies in the Asia-Pacific region. Fuelled by expanding trade and a twenty
five year natural gas export deal worth nearly one billion dollars a year, China has
significantly increased its soft power influence in Australia.”® Finally, one of the
boldest ventures into the United States sphere of influence was the attempt by one of

7 Phillip C. Saunders, China’s Global Activism: Strategy, Drivers, and Tools (Washington, D.C:
national Defence University Press, 2006), 46.

"® David Zwieg and Bi Jianhai, “China’s Global Hunt for Energy,” Foreign Affairs 84, no. 5 (2005): 30-
31
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This article goes on to state that the Australian Foreign Minister has made it known that “Washington
should not automatically assume that Australia would help it defend Taiwan against a Chinese military
attack” and that polls show that 72 percent of Australians agree with this sentiment.
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China’s state owned oil companies to purchase UNOCAL, one of the United States
national oil giants, in an attempt to acquire and control its vast global reserves.

If China’s courting of United States allies and its attempts to break into the United
States traditional sphere of influence isn’t bold enough, China’s willingness to
approach any country as part of its energy driven foreign policy only makes matters
worse: “In its search, China is scouring the backwaters of the world, from monsoon-
lashed Myanmar to the deserts of Iran, to the deep seas off Sudan and North Korea,
cutting deals with nations the US and many other countries consider pariahs.”®
China’s excuse for negotiating with these states is highlighted in statements made by
Chinese Deputy Foreign Minister Zhou Wenzhong when he was commenting on
China’s business ventures in Sudan: “Business is business. We try to separate

politics from business....| think the internal situation in Sudan is an internal affair.”®’

Chinese drilling platform in the Sudan.

8 William Mellor and Le-Min Lim, “China’s Oil Deals with Iran, Myanmar Put it at Odds with US.,” in
Bloomberg.com (2006), n.p.

Since the late 1990s, China has invested billions of dollars in oil-rich Sudan. This is despite
condemnation from the international; community that cites evidence that the Kartoum government
supports militias that have massacred thousands of innocent people in the Darfur region. Further
evidence suggests that much of the weaponry used by the military and militias was supplied by China
as a reciprocating gesture for its lucrative oil contracts.
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The fundamental economic importance of these energy driven relationships cannot
be overstated. China’s energy relationship building efforts is (in the author’s opinion)
a key component of China’s long-term “hidden agenda” to emerge as a regional and
ultimately world power. As an illustration, consider perhaps how China’s energy
building relationship efforts, besides the obvious economic benefits, are effectively
spreading goodwill towards China around the globe. More often than not, China’s
energy relationships come with an equity oil agreement in one hand and foreign aid,
infrastructure investments, debt relief, and favourable bilateral trade agreements in

the other.

Another method China uses to gain favourable energy contracts is to offer a friendly
disposition when it comes to China’s influence (veto power) on the United Nations
Security Council. China’s relationship with Iran is a perfect example of this. In
December 2007, China’s second largest state owned oil company, Sinopec Group,
signed an agreement worth over a hundred billion dollars to buy a 50% stake in Iran’s
Yadavaran oil field. This deal will guarantee 150,000 barrels a day of Iranian oil for
25 years as well as nearly 250 million tons of liquefied natural gas. As the United
States and Europe are seeking the United Nations to impose sanctions on Iran
because of its refusal to terminate its uranium enrichment program, China, as a
member of the Security Council has consistently threatened to veto any measures
that impose such sanctions. The fact that China is willing to face off with the United
States and Europe over Iran at the United Nations clearly shows just how important

securing energy supplies is to Beijing, no matter the cost.

China’s mercantilist approach to energy security however only solves half of China’s
energy problem. After it has secured the oil abroad, it must also get the energy
resources home. China’s strategy for developing this capability is the subject of the

next section of the paper.

8 jianhai: 32.
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Defending China’s Energy Supplies — A String of Pearls Approach
Political power grows out of the barrel of a gun.
-Mao Zedong

Over 70% of all China’s imported oil arrives from Africa and the Persian Gulf. The
sea lanes through the Indian Ocean to northeast Asia, the main supply route for
China’s oil, are effectively under the control of the US Navy. China’s leaders are
concerned about the strategic leverage this provides the United States. Largely due
to its lack of a blue water navy, China feels vulnerable against any hostile action
taken to choke off its energy supplies and this vulnerability has Beijing on a course to
secure alternative safe supply routes for its energy shipments.®? Although China
cannot challenge the US Navy for security of its oil lifeline, it has extended its
maritime reach by securing increased cooperation, and maritime agreements with
strategically located countries along this lifeline such as Pakistan, Bangladesh and
Myanmar. These efforts will put China in a better position to protect its energy supply
routes extending along those Sea Lines of Communication (SLOCs), particularly
during a time of crisis.®* China’s attempts to build strategic relationships and develop
a capability to establish a forward presence along the SLOCs that connect China to
the Middle-East has been named by some “A String of Pearls” approach. In String of
Pearls: Meeting the Challenge of China’s Rising Power Across the Asian Littoral,
Christopher Pherson describes each pearl in the “String of Pearls” as a link to

Chinese geopolitical influence or military presence:

Hainan Island, with recently upgraded military facilities, is a “pearl”. An
upgraded airstrip on Woody Island, located in the Parcel archipelago 300
nautical miles east of Vietnam, is a “pearl’. Construction of a deep water port in
Sittwe, Myanmar, is a “pearl”, as is the construction of a Naval Base in Gwadar,
Pakistan. Port and airfield construction projects, diplomatic ties, and force

modernisation form the essence of China’s “String of Pearls.”®

8 Tarique Niazi, “Gwander: China’s Naval Outpost on the Indian Ocean, “China Brief Volume V Issue
4, no. Feb 2005 (2005):6

® Herberg:23-24

® Pherson, 1-2
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Source; Adapted from Juli MacDonald, Amy Donahwe, and Bethany Danvluk, Energy Funures in dsia,
Booz Allen Hamilton report sponsored by the Director of Net Assessment, November 2004, 17,

The strategic economic importance of these ‘pearls’ is obvious and it is considered
reasonable to view this undertaking as a part of China’s “Peaceful Development
Plan”. These ‘pearls’, however, are equally supportive of the long-term view “tao
guang yang hui” (bide our time and build up our capabilities) strategy which supports
China’s “ambition to attain great power status.”® Peaceful or not, China’s security

policy is adapting to its growing demand of energy.
The Role of the PLA in China’s Energy Security

The Peoples Liberation Army (PLA) is involved in China’s Security efforts in several
areas. The first involves direct military involvement in the construction and expansion
of China’s energy infrastructure. China’s 2006 Defence White Paper states that
elements of the PLA have “taken part in more than 430 key construction projects for
transportation, hydropower, communication and energy infrastructure.”®® A second
area that the PLA is involved in is enforcing China’s territorial claims throughout the
South China Sea. China, along with seven other nations, claim part or all of the
various territories of the sea and its resources. China itself claims nearly 80% of the

85 [pa:
Ibid.3
% «China’s National Defence in 2006,” (Beijing: Information Office of the State Council of the Peoples

Republic of China 2006).
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South China Sea along with the oil and gas fields therein.®” China estimates total
petroleum reserves as high as 213 billion barrels of oil with almost half of that located
in the area of the Sprately Islands and a natural gas reserve of more than 2000
trillion cubic feet. Although many feel Beijing’s estimates of the size of the reserves

are optimistic few dispute the fact that significant reserves are likely to exist.®®

A History of Settling Disputes with Violence

“On Friday, a Chinese frigate approached USNS Impeccable without warning and
crossed its bow at a range of about 100 metres, the Pentagon said. This was
followed less than two hours later by a Chinese Y-12 aircraft conducting 11 fly-bys of
Impeccable. China views almost the entirety of the South China Sea as its territory.
Its claims to small islets in the region have put it at odds with the Philippines,

Vietnam, Malaysia, Brunei and Taiwan.”®

China states in its 2005 White Paper that China is a historically peaceful culture and
has a history of non-aggression against other countries, in reality however China has
repeatedly demonstrated a trend for settling territorial disputes with violence. As
China’s military power grows, China’s leaders may be tempted to resort to force or
coercion more quickly to press a diplomatic advantage, advance security interests, or
resolve disputes. Dr Lee Jae-Hyung, a retired Korean Army Colonel and expert on
international politics suggests that China “tends to incline towards power rather than
negotiation” and “that given its past courses of action towards many island disputes,
it seems likely that China will eventually resort to force against its opponents on a

piecemeal basis.”®

z; Tran Dinh Thanh Lam, “Vietnam Oil Find Fuels China’'s Worries,” in Asia Times Online (2004)
Cole,21.
% The Dominion Post, March 11 2009, Sec B2

% | ee Jae-Hyung, “China’s Expanding Maritime Ambitions in the Western pacific and the Indian
Ocean,” Contemporary Southeast Asia 24, no. 3 (December 2002), 558 and 559



40

Table 1 lists Chinese military clashes involving territorial disputes with Vietnam and

the Philippines over the past three decades.

Table 1. Chinese Military Clashes in the South China Sea

Countries

China and Vietham

China and Philippines

Military Clashes

. China seized the Paracel Islands (1974).

. The Chinese navy attacked Vietnamese naval
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