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A key subplot in Syriana, the recent film about the Byzantine world of oil politics, involved the 
increasingly intense competition between Chinese and Western oil companies in the Middle East. 
Today there is a risk that energy insecurity will fuel new geopolitical rivalries. But a forum of the 
world's leading finance ministers - the G-20 - meeting in Melbourne this weekend could make a 
significant contribution to ensuring this does not happen.   
 
Energy insecurity has returned to the global policy agenda, thanks to a combination of strong oil 
demand and tight supply. Asia has joined the United States as a key driver of global oil demand. 
Last year China and Japan were the world's second and third largest consumers of oil, 
respectively, and India the sixth. Moreover, Asia will become even more reliant on imported oil, 
and the distribution of proven global reserves means a growing dependence on the Middle East 
in the medium term.   
 
Concern about the future supply and price of energy is also contributing to an economically 
irrational impulse. Rather than relying solely on the market, energy-dependent Asian economies 
are seeking to secure supplies by gaining equity in foreign oil and gas fields.   
 
China has reportedly invested about $US12.5 billion ($16.35 billion) in foreign upstream projects 
in the past five years. Japanese companies have a stake in about 15 per cent of the crude oil 
imported to Japan. Under a new national energy strategy, this is targeted to increase to 40 per 
cent by 2030.   
 
The result is intense competition for energy stakes, particularly in the Middle East and North 
Africa, with a danger that an aggressive energy-driven diplomacy will cut across the interests of 
other players and feed into tensions between states.   
 
Beijing, for example, is perceived to have provided Sudan (over Darfur) and Iran (over its nuclear 
program) with cover in the Security Council because of its significant energy investments in those 
countries, even though China's position is quite cogently explained by Beijing's familiar aversion 
to UN interference in the internal affairs of member states.   
 
Regardless of intent, however, Beijing's economic, political and, in the case of Sudan, military 
ties, help insulate these countries from US or European pressure through arms embargos or 
sanctions.   
 
Moreover, players such as China have an advantage over their Western counterparts - they come 
without any political or human rights baggage. This makes them attractive to "rogue" states such 
as Iran and Sudan, but also towards US allies such as Saudi Arabia and Egypt that are today 
keener to encourage a more multipolar Middle East.   
 
Even among the Asian players, Middle Eastern producers play one off against the other. Iran 
recently warned a Japanese oil company that its foot-dragging over the development of the 
Azadegan oil field might see it replaced by a Chinese or Russian competitor.   
 
None of this is to suggest looming energy wars, but the international community cannot afford to 
be sanguine, given the stakes involved.   
 



There are three key ways to ensure that energy insecurity does not fuel geopolitical competition.   
 
First, energy importers need to be reassured that they can rely on the market rather than 
aggressive energy diplomacy to deliver reliable supplies. This means more work to smooth out 
wrinkles in global energy markets.   
 
Second, more could be done to promote strategic co-operation between major energy 
consumers, such as common efforts to improve the security of the long sea-lines along which 
much of this energy is transported.   
 
Third, we need consensual rules for the interaction of both new and old players in the Middle East 
and other volatile energy-producing regions to ensure that energy-driven diplomacy does not 
exacerbate existing conflicts or create new ones.   
 
The G-20 is well placed to contribute to these efforts. It has the right membership for the task, 
including all of the world's major oil consumers along with key oil producers, such as Saudi 
Arabia and Russia.   
 
Moreover, as part of the international economic architecture, it can help ensure that national 
energy policies are dictated primarily by economic factors - notably the efficient functioning of 
energy markets - rather than by a zero-sum strategic logic.   
 
A focus on markets cannot be the end of the discussion. To limit the geopolitical and strategic 
ramifications of national energy insecurity, these broader issues must also be brought onto the G-
20's resource security agenda.   
 
But by combining economic expertise with political and strategic experience, the G-20 could 
become a central forum for tackling what is becoming a key challenge confronting the 
international community.   
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