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Abstract 
China's oil dependence on the Middle East and North Africa (MENA) countries has deepened over the past 
two decades, while the U.S has developed new ways to exploit major oil and natural gas resources and has 
succeeded to decrease its reliance on MENA's oil supply. In 2035, roughly 90 percent of MENA's oil is 
estimated to flaw Eastward, to the emerging economies of Asia-Pacific. This forecast entails a geopolitical 
shift according to which China, for the first time, will strongly share the American interest to pursue peace 
and stability in the Middle East.  
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The New Geopolitics in the Middle East - An Opportunity for Stability in the Region  
MENA's Oil exports are changing course from West to East (Figure 1). 
In recent years MENA's oil supply to the U.S. has been constantly 
declining. At the same time, due to new technological advancements, 
the U.S. is enlarging its domestic energy production capacity (Figure 
2). China's rapidly growing transportation sector and oil demand 
deepens its reliance on MENA, which continues to be an important 
supplier and price setter of oil in the global market, which is still 
dominated by OPEC.  

The U.S. wants to maintain its interests in the Middle East. Top 
American interests in the region include a stable oil price and the 
continuous activity of American oil companies in the region. In an era 
of economic interdependency, addressing China's energy demand by 
keeping a steady price and a supply of oil to China is essential for the 
American economy.  

China will become more strategically involved in the Middle East. As 
an economic superpower which has interests in MENA's oil and its 
pricing, it is inevitable for China to abandon its non-interference 
policy. Because oil supply and price are influenced by unrest and 
armed conflicts in the Middle East, and more than half of China's oil 
imports come from MENA, we expect China to join the American 
pursuit for a stable region.  

The Middle East becomes a region of high interest for Asia-Pacific 
nations. The growing Chinese oil dependency and the increasing oil 
imports from MENA combined with the American interests for a 
stable oil price and the interests of U.S. oil giants, creates a new 
shared interest for the two superpowers to seek stability in the 
Middle East. 

 
 

 

 

 
 
 
 

 

  

Figure 2 - EIA forecast for U.S. oil 

production (million bpd) 

Figure 1 – IEA forecast for 

destinations of MENA's oil exports  
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U.S. Growing Energy Independence 
The U.S. has been reducing its oil imports from MENA 
countries while increasing domestic production of oil and 
natural gas. 

The U.S. has become less reliant on MENA's oil supply. From 2001 to 
2011 the U.S. had lowered oil imports from MENA countries by 26 
percent while decreasing non-MENA oil imports by only 13 percent 
during the same period and whilst doing so lowered oil imports from 
the volatile Persian Gulf region by 32 percent (Figure 3). U.S. net 
imports of oil had dropped from 60 percent in 2005 to 49 percent in 
2010 and are estimated to drop further to 36 percent in 2035 (Figure 
4).

1
 Reduced net imports are also a result of the reduced share of oil 

in the total U.S. energy use, as they are estimated to fall from 37 

percent in 2010 to 32 percent in 2035.2
 

America's progress toward a greater energy independence is 
achieved through the exploration and production of unconventional 
oil and natural gas, particularly shale gas and tight oil. New 
Technological advancements in the form of horizontal drilling and 
hydraulic fracturing significantly increase the development of oil and 
natural gas reserves. Over the past decade, the combination of 
horizontal drilling and hydraulic fracturing has allowed access to large 
volumes of tight oil and shale gas that were previously uneconomical 
to produce.  

U.S. production of crude oil is estimated to increase from 5.7 million 
barrels per day (bpd) in 2011 to 7.5 million in 2019, an increase of 31 
percent.

3
 Onshore tight oil production is estimated to account for 51 

percent of total lower 48 onshore oil production by 2040.
4
 The 

production of natural gas from shale formations has rejuvenated the 
natural gas industry in the United States (see appendix A – Map of 
Lower 48 States Shale Plays).

5
 These technological advancements are 

expected to allow an increase in domestic production of natural gas 
by 55 percent from 2010 to 2040.

6
 Shale gas production is also 

expected to more than double from 2010 to 2035, and is a major 
contributor to the projected growth in total U.S. natural gas 
production.  

The U.S. is projected to become a net exporter of natural gas in the 
foreseeable future. The International Energy Agency (IEA) estimates 
that exploration and production of unconventional oil and gas will 
turn the U.S. into the largest natural gas producer sometime between 
2015 and 2020.

7
 The Energy Information Administration (EIA) 

estimates that the U.S. will become a net exporter of natural liquid 
gas by 2016 and a net exporter of natural gas by 2021 (Figure 5).

8
  

 
 
 

Figure 3 – U.S crude oil imports from MENA 
and non-MENA countries 1983-2011 (EIA) 

 
 

Figure 4 – EIA forecast for U.S. petroleum 
and other liquids (million bpd) 

 
 
 

Figure 5 – EIA forecast for U.S natural gas 
production, consumption, and net imports 

1990-2035 (trillion cubic feet)

 
 

"In conclusion, developing these incredible 
unconventional oil and gas resources 

presents once in a lifetime opportunity for 
our country's prosperity and security"  Dan 

Poneman, U.S. Deputy Secretary of Energy.
9
 



THE INSTITUTE FOR STRUCTURAL REFORMS JANUARY 2013 
 

The New Geo-Politics in the Middle East  4 

 

China's Growing Dependence on MENA's Oil  

The growth of China's transportation sector, which 
increased its oil demand, made China heavily dependent 
on MENA. The Chinese need for oil and the dependence 
on MENA's supply of oil is estimated to grow in the next 
two decades. 

The early 1990s marked the beginning of China's rapid economic 
growth with an annual average GDP growth of 10 percent (Figure 6).

10
 

With the increased petroleum consumption, as of 2011, China became 
the world's second-largest consumer and importer of oil (behind the 
U.S.), the largest consumer of coal, and the fourth-largest natural gas 
consumer.

11
 China's oil demand is predicted to increase in the next 

two decades (Figure 7). 

China's transportation sector energy consumption is the largest 
factor in its increasing demand for petroleum and its growing 
dependence on MENA's oil. China's energy consumption for 
transportation grew at a rate of more than 10 percent a year in the 
last decade, and from 2008 to 2035 it is projected to increase by 310 
percent.

12
 By 2050 China's highway vehicle numbers are estimated to 

become 10 times larger than they were in 2010 (Figure 8).
13

 

China's oil dependency on MENA started in the 1990s. Since then, 
MENA countries have assisted China to satisfy its consistently 
growing thirst for oil. MENA's share of China's oil net imports 
increased from 39 percent in 1990 to 44 percent in 2006 and this 
trend continues.

14
 In 2011, MENA supplied 51 percent of China's 

imports of crude oil, while the share of Saudi Arabia and Iran was 20 
percent and 11 percent respectively.

 15
 The share of MENA's Oil 

imports is expected to increase to 60-70 percent of total consumption 
by 2015.

 16   

The main future destination of MENA's oil exports is Asia. According 
to the IEA, by 2035 roughly 90 percent of MENA's crude oil exports 
will go to Asia, as China, India and the Middle East account for 60 
percent in the growing global energy demand.

17
 The Middle East will 

remain the focal point for the growing prosperity of the Asia-Pacific 
countries.

18
   

Chinese National Oil Companies (NOCs) have increased their 
overseas acquisitions and investment in international projects. 
Chinese NOCs conform to the government's energy policy objectives, 
which encourage overseas merger and acquisition activities, domestic 
exploration, greater oil storage capacity, and long-term oil supply 
deals from overseas producers. China has also established a strategic 
oil reserve program (SPR) to shield itself from oil supply disruptions.

19
 

From 2003 to 2010, Chinese energy enterprises made 74 investments 
in the Middle East with 146 property rights of oil fields, including 
infrastructures, extraction, investigation, and supply of oil and gas 
(Figure 9).

20 

Figure 6 – China's economic growth and oil 
imports (World Bank) 

 
 

Figure 7 - IEA forecast for oil demand growth in 
China and OECD Americas 

 
 

Figure 8 – China's growing transportation sector 
(Argonne National Library) 

 
 

Figure 9 - Chinese energy enterprises’ 
investment in the Middle East 2003 - 2010  

(Yeh, Yu, 2012) 
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U.S - China: Common Interests in the Middle East 

MENA countries remain influential players in the global 
oil market with OPEC still remaining the price setter for 
the near future. A stable Middle East, which leads to a 
steady oil price and allows an unhampered outflow of oil 
from MENA to the industrialized nations of Asia, is critical 
for sustaining U.S. and China's economic growth. 

From 1980 to 2012 MENA's proved oil reserves have more than 
doubled - from less than 400 billion barrels in 1980 to more than 800 
billion barrels in 2012 (Figure 10).

21
 During that period, MENA's share 

of the global proved oil reserves has averaged more than 60 percent. 
MENA's share of the world's total production of liquid fuels is 
predicted to go up from 31 percent in 2009 to 34 percent in 2035 
(Figure 11).  

With 55 percent of total global proved oil reserves, the Persian Gulf 
is the leading oil supplier in MENA.

22
 According to the U.S. Geological 

Survey, over 50 percent of the undiscovered oil reserves and 30 
percent of natural gas reserves are concentrated in the region, 
primarily in Saudi Arabia, Iran, Iraq, Kuwait, UAE and Libya.

23
  

Defending the operation of U.S. Major oil companies and securing oil 
price stability by uninterrupted maritime transportation of oil. It is 
estimated that in 1991 and in 2004, the cost of defending the 
interests of U.S. Major oil producers in the Persian Gulf ranged 
between 9.5 percent and 12 percent of total U.S. military 
expenditure.

24
 In 2011, over 50 percent of the world's oil was shipped 

by tankers through maritime routes. Over 85 percent of MENA's oil is 
transported through strategic shipping lanes such as the Straits of 
Hormuz, Malacca, and Suez (Figure 12).

25
 The same U.S. forces who 

sustain the oil companies' interests are also securing the maritime 
transportation of oil from MENA to China. Currently there are around 
65,000 troops in the Asian-Pacific region and around 35,000 in MENA 
and the Persian Gulf in addition to two carrier strike groups, one in 
each region (Figure 13). 

An important aspect of oil transportation is pipelines, a vast array of 
pipes linking the oil and gas fields to the refineries and ports (see 
appendix B). Peace and stability in the region will open the possibility 
of new oil pipelines between the Arab countries and Israel. Thus, 
helping to lower the risk in transportation through naval chokepoints 
like the straits of Hormuz and the Suez canal, further insuring the 
price stability. 

In spite of China's engagement in military modernization, its defense 
policy is mostly concerned with national development and 
maintenance of world and domestic stability. China lacks the ability 
and the desire to protect waterways and strategic sites in the Middle 
East,

26
 and remains reliant on American military to secure the energy 

supply that is the country's lifeblood. China's current engagement in 
the Middle East has almost no military component. China does not 
aspire to overshadow Western hegemony in the region and 
unofficially appreciates U.S. military presence as a contributor to 
regional stability and energy security and welcomes every act which 

 

 
Figure 11 – EIA forecast for MENA's liquid fuels 
production and share of total world production 

– 2009-2035 

 
 

Figure 12 - Global Oil Checkpoints (U.S. 
Government Accountability Office) 

 
 

Figure 13 – U.S. Military Deployment in the 
Asia-Pacific and Middle East regions (U.S. 

Deffence Department) 
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promotes stability in the region.
27 China officially declares that it "will 

never seek hegemony, nor will it adopt the approach of military 
expansion now or in the future, no matter how its economy 
develops".

28
  

China gradually becomes more strategically involved in MENA. China 
was engaged in the U.N Interim Force in Lebanon (UNIFIL), in 2006 it 
deployed 182 engineers to UNIFIL to rehabilitate Lebanese 
infrastructure. Moreover, China has provided health aid to Yemen and 
has deepened health cooperation with all Arab League nations.

29
 

Recently China took an unusual step and promoted its own four 
stages plan to stop the crisis in Syria, a plan that not only aimed at 
resolving the internal conflict and achieve stability but tried to gain 
strategic points in the international arena and in the Middle East.

30
 In 

addition, China has been developing commercial interests in the 
region.

31
 The bilateral trade between China and the Middle East had 

skyrocketed from 2000 to 2008. Chinese exports to the Middle East 
have increased more than seven times while imports have grown five 
times (Figure 14).

32
 The McKinsey consulting group estimates that by 

2020, total trade flows between China and the Middle East will reach 
$350-500 billion.

33
  

U.S.-China Economic and Security Review Commission (USCC). In 
October 2000, the USCC was created in order to examine national 
security implications of the economic relationship between the U.S. 
and China.

34
 In the 2012 fourth meeting of the Joint U.S-China 

Economic Track - U.S China Strategic and Economic Dialogue (S&ED) it 
was agreed upon that "recognizing the U.S.-China economic 
relationship is based on a wide range of common and overlapping 
interests, the two countries reaffirm their commitments to continue 
to promote communication and cooperation from a strategic, long-
term, and overarching perspective, to add to prosperity and welfare in 
the two countries, and achieve strong, sustainable, and balanced 
growth of the global economy".

35
   

China is not only the U.S. second largest trading partner, but also 
holds more than $1.2 trillion, which accounts to nearly 10 percent of 
U.S. debt. This adds to the already existing economic interdependency 
between the two superpowers.

36
  

 
Figure 14 – Bilateral Trade Volume Between 
China and MENA. Import from and Export to 
China, Billion USD, 2003-2011 (Booz and Co.) 

 
 
 

 

  



THE INSTITUTE FOR STRUCTURAL REFORMS JANUARY 2013 
 

The New Geo-Politics in the Middle East  7 

 

Conclusion 

In the past two decades a non-revolutionary revolution took place. China's increased dependence on oil import from 
MENA and U.S.' reduced dependence on MENA's oil supply, together with U.S. interest for sustaining its major oil 
companies, creates a common interest for regional peace and stability. 

Both the U.S. and China recognize the global economic interdependency and the significance of coordinated policy 
between them in securing energy resources. The dominant U.S. military presence in the Middle East and Asia-Pacific 
regions is aimed at achieving stability in the region, secure the transportation of oil and at protecting the operation 
of the American oil companies. 

The shift of MENA's oil export from west to east occurred, in contrast to common prophecies, in a peaceful manner. 
China, as a fast growing economy, plays a key role in the increasing demand for MENA's oil. The U.S. economy, 
though almost freed from MENA's oil, is still an oil import dependent economy. Therefore, both the U.S. and China 
would like to minimize oil price, still being defined by OPEC. 

The Israeli-Arab conflict is one of the major threats for Middle East stability. Solution for this conflict has an 
enormous economic potential both for Israel and the Palestinians, as it is the potential center of a main oil and gas 
pipeline, connecting east to west and vice versa.  

China, as a major investor in the region, cannot afford to continue its non-interference policy and will be obliged to 
become more engaged in the Middle East politics. We argue that China should take an active role in promoting a 
solution to the Israeli-Palestinian conflict. 
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