
China's Hydraulic Fracturing Activities  

China holds the world's largest technically recoverable shale gas reserves 

at an estimated 1.115 trillion cubic feet. In China's 12th Five-Year Plan 

(2011-2015), shale gas exploration and production prominently featured 

with production targets of 6.5 billion cubic metres shale gas by 2015 and 

annual growth to 60-100 billion cubic metres annually in 2020. While 

figures from China's Ministry of Land and Resources shows 2015 

production to be at 4.47 billion cubic metres, China's progress in shale gas 

extraction is significant despite its slower than anticipated growth. Shale production is once again gaining 

momentum as adduced by developments in Sinopec's Chongqing based Fuling shale gas field, China's National 

Petroleum Corp's Changning-Weiyuan block in the Sichuan basin as well as its joint-venture with BP in the 

Neijiang-Dazu Block announced in 2016. 

The Overseas Development Institute estimates that if China reduces its oil and gas imports by 50 per cent due 

to fracking, this could cost up to 13 per cent of the Republic of Congo's GDP, 12.55 per cent of Angola's GDP 

and 4.8 per cent of Sudan's GDP. The consequences for these heavily energy reliant economies are severe, 

since GDP declines imply that many African governments have less governmental revenue for social 

protection policies or economic development.  

Hydraulic Fracturing and Sub-Saharan Africa - Opportunities and Obstacles 

While African shale prospecting efforts have been limited hitherto, a 2013 US Energy Information Agency 

identifies the African continent to possess 17.5 per cent of the world’s technically recoverable shale gas in a 

survey of 41 countries globally. For example, South Africa’s onshore and offshore shale reserves are estimated 

at 19.5 trillion cubic feet, with exploration in the shale-gas rich Karoo region projected to begin in late 2017, 

upon approval by the South African Petroleum Agency. Additionally, a 2006 study identifies the Democratic 

Republic of Congo holding up to 14.31 billion metric tons of shale oil.  

Should more African countries engage in hydraulic fracturing? Shale exploration potentially harkens many 

benefits for developing countries. Firstly, economics. A Shell study on the Karoo Basin equates the extraction 

of 50 trillion cubic feet of shale gas to an annual 0.5 per cent increase in South Africa’s GDP for 25 years and 

700,000 new jobs. The corollary to economic benefits here is infrastructure development and management, 

such as the need for water piping and transportational networks. Secondly, energy. Similar to the African 

‘leapfrogging’ phenomenon in mobile services industry via direct adoption of advanced technologies, shale 

exploration could offer relief to Africa’s debilitating energy demands. Thirdly, environment. Substituting coal-

Under the Chinese 13th Five-Year Plan (2016-2020), China is keen to promote shale gas and oil usage 

to 10 per cent of China's annual energy usage, a significant supply shock for many oil and gas exporting 

countries. Hydraulic Fracturing involves using high-pressured water mixtures to fracture gas or 

petroleum-bearing rocks to release oil and gas to the surface for extraction. Utilising such technology 

in developing countries is not economically one-dimensional. Local adoption of fracking technologies, 

whilst difficult, afford developing countries opportunities in transiting to cleaner forms of energy, as 

well as stimulating infrastructure investment. What is the projected impact of Chinese fracking on 

African oil and gas exporters, and what implications does this have for African hydraulic fracturing 

ventures? 
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fired energy production with shale gas can bring about net reductions in greenhouse gas emissions owning to 

shale gas’s higher thermal efficiency and lower CO2 intensity. Finally, geopolitics. Shale exploration has been 

linked with the erosion of Russian and Iranian sub-regional energy dominance having implications for Russo-

East European energy linkages and Iran’s control of the Hormuz Straits. As such, Africa has long positioned 

itself as a viable avenue of energy source diversification despite domestic troubles, and thus could stimulate 

further interest in African shale exploration.  

Nevertheless, considerable obstacles remain. Firstly, energy politics. OPEC’s current war of attrition with 

shale, such as to extend oil output curbs to March 2018, could see diminished appetites for shale investment. 

For example, companies such as Royal Dutch Shell have scaled back their Chinese shale investments, a trend 

that could apply to African shale. Relatedly, the second obstacle is financing options. There are two domestic-

level concerns of interest, namely tax policies and local capital markets. From 2012-2015, Chinese shale 

received subsidies of RMB 0.4 per cubic meter of shale gas, while the US supports small shale producers via 

the ‘Percentage Depletion Allowance’ under the 1990 Tax Act. It is unclear if African countries are prepared 

to offer similar terms. Additionally, African markets lack capital market depth to offer sources of funding 

such as private equity or high yield bonds. Finally, environment. Shale production is detrimental to local land 

usage and natural resources. Air, noise and light pollution can affect local ecosystems, population and 

biodiversity if not managed properly. In terms of water management, hydraulic fracturing can lead to acute 

water stress between fracking demands and localised water needs such as agriculture and human 

consumption. Water flowback from fracking also releases much chemical byproducts into the environment 

and have adverse effects on humans if consumed. The Karoo Basin is a case in point, with local environmental 

activists putting up fierce resistance to proposed fracking plans.  

Chinese (Dis)Interest in African Hydraulic Fracturing Activities 

Chinese investors have entered into various shale joint ventures around the world, such as a 2014 US$ 16 

billion joint investment between China Energy Engineering Group Guangdong Power Engineering and 

Jordan’s Attarat Power Company for a shale oil powered power plant. 

The most promising African shale exploration region is South Africa’s Karoo region. Nevertheless, beyond the 

above mentioned problems, Chinese overseas shale interest has to be calibrated with regards to Chinese 

domestic shale interests. Firstly, the novelty of Chinese shale development. Gradually, Chinese state-owned 

oil companies such as China National Petroleum Corporation are ceding their monopoly on Chinese shale. 

Therefore, it appears that Chinese energy corporations would, for the short-to-middle run, focus on 

extraction of domestic fracking reserves through joint-ventures with state-owned enterprises, hence less 

overseas energy investment. Secondly, economies of scale. Unlike traditional oil and gas mining, shale 

formations have considerably shorter lifespans and thus there is little in the way of economies of scale for 

overseas Chinese shale investment, unless they are allowed a significant geographical expanse for 

exploration. Therefore, it would appear that Chinese interest in Africa's hydraulic fracturing activities would 

not materialise into any large scale investment for some time. What is more plausible is that Chinese 

companies, with existing African energy investment, would consolidate their existing investments rather 

than venture into new ones. Nevertheless, the outcomes of South Africa's Karoo Basin is a litmus test into 

pioneering African efforts into developing hydraulic fracturing, and would certainly be keenly watched by 

international energy companies, China’s included.  
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